STATUTORY INSTRUMENTS

2010 No. 345
PENSIONS

The Armed Forces (Redundancy, Resettlement and Gratuity
Earnings Schemes) Order 2010

Made - - - - 17th February 2010
Laid before Parliament 22nd February 2010
Coming into force - - oth April 2010

The Secretary of State, in exercise of the powers conferred by sections 1(1) and (3) and 10(2) of
the Armed Forces (Pensions and Compensation) Act 2004(a), hereby makes the following Order:

PART 1
GENERAL

Citation and commencement

1.—(1) This Order may be cited as the Armed Forces (Redundancy, Resettlement and Gratuity
Earnings Schemes) Order 2010.

(2) This Order shall come into force on 6th April 2010.

Interpretation

2. In this Order—

“the AFPS 1975 means the occupational pension scheme set out in Schedule 1 to the: Naval
and Marine Pensions (Armed Forces Pension Scheme 1975 and Attributable Benefits Scheme)
Order 2010(b), the Army Pensions (Armed Forces Pension Scheme 1975 and Attributable
Benefits Scheme) Warrant 2010(c) and the Air Force (Armed Forces Pension Scheme 1975
and Attributable Benefits Scheme) Order 2010(d);

“active member” has the meaning given in section 124(1) of the Pensions Act 1995(e) and,
except where the context otherwise requires, refers to membership of the AFPS 1975;

“additional adoption leave” means leave which, in the opinion of the Secretary of State,
corresponds to additional adoption leave within the meaning of section 75B of the
Employment Rights Act 1996(f);

(a) 2004 c.32.

(b) Order in Council made on the 10th February 2010.

(¢) Royal Warrant made on the 16th February 2010.

(d) Queen’s Order made on the 17th February 2010.

(e) 1995 c.26.

(f) 1996 c. 18; section 75B was inserted by section 3 of the Employment Act 2002 (c. 22); section 75B(3) was substituted by
section 11(1) and paragraph 34 of Schedule 1 to the Work and Families Act 2006 (c. 18).
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“additional maternity leave” means leave which, in the opinion of the Secretary of State,
corresponds to additional maternity leave within the meaning of section 73 of the Employment
Rights Act 1996(a);

“basic pay” has the meaning given by article 3;

“commitment period”, in relation to a member of the armed forces, means the term of service
for which a person is enlisted or commissioned,

“ordinary adoption leave” means leave which, in the opinion of the Secretary of State,
corresponds to ordinary adoption leave within the meaning of section 75A of the Employment
Rights Act 1996(b);

“ordinary maternity leave” means leave which, in the opinion of the Secretary of State,
corresponds—

in relation to any period before 22nd August 1996, to leave under section 33 of the
Employment Protection (Consolidation) Act 1978(c); and

in relation to any period on or after 22nd August 1996, to leave under section 71 of the
Employment Rights Act 1996(d);

“paternity leave” means leave which, in the opinion of the Secretary of State, corresponds to
paternity leave within the meaning of regulation 4 or 8 of the Paternity and Adoption Leave
Regulations 2002(e);

“pay” means “basic pay” in the service that is ceasing for a person of the member’s rank and
seniority as at the last day of that service (whether the rank is substantive or acting);

“pension codes” means the tri service pension codes that specify the rates of pension and rates
of compensation for injury or death which are attributable to service as recommended by the
Armed Forces Pay Review Body and approved annually by the Government;

“public debt” means any debt owed to a civilian authority in the United Kingdom or
disallowance including any over issue or advance of pay, pension or other emoluments made
through an error as to the facts; or the sum required to make good any loss, deficiency or
irregular expenditure of public money, any deficiency, loss, damage or destruction of public
stores, buildings or other public property of which, after full investigation, no explanation
satisfactory to the Defence Council is given by the person who is responsible for the same;

“qualifying service” means the period of service which counts towards a person’s service for
membership of the AFPS 1975, whether or not it counts for the purpose of calculating a
pension under the AFPS 1975;

“reckonable service” means the period of service which may be counted for the purposes of
calculating a pension under the AFPS 1975;

“service debt” means any debt owed to the armed forces or the sum required to make good any
loss, deficiency or irregular expenditure of armed forces money of which after due
investigation no explanation satisfactory to the Defence Council is given by the person who is
responsible for the same.
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Section 73 was substituted by section 7 and Part 1 of Schedule 4 to the Employment Relations Act 1999 (c. 26); section
73(3) was substituted by section 11 and paragraph 32 of Schedule 1 to the Work and Families Act 2006 and section 73(5A)
was inserted by sections 17(1) and (4) of the Employment Act 2002.

Section 75A was inserted by section 3 of the Employment Act 2002; section 75B(2A) was inserted by section 11(1) and
paragraph 33 of Schedule 1 to the Work and Families Act 2006.

1978 c. 44; section 33 was repealed by section 242 and Part 1 of Schedule 3 to the Employment Rights Act 1996 and was
re-enacted in section 71 of that Act.

Section 71 was substituted by section 7 and Part 1 of Schedule 4 to the Employment Relations Act 1999; section 71(3) was
substituted by section 11(1) and paragraph 31 of Schedule 1 to the Work and Families Act 2006; section 71(4) was amended
by sections 17(1) and (2)(a) to (c) of the Employment Act 2002; section 71(7) was substituted by sections 17(1) and (3) of
the Employment Act 2002.

S.I. 2002/2788; regulation 4 was amended by article 2 and paragraphs 1(1) and 2(a) and (b) of Schedule 17 of S.L
2005/2114; regulation 8 was amended by article 2(17) and paragraphs 1(1) and (3) of Schedule 17 of S.1. 2005/2114.



Basic pay

3. “Basic pay” means—
(a) pay for the member’s rank and seniority; and

(b) any other amount if and to the extent that the Defence Council has determined that it is to be
treated as basic pay; but

(c) subject to paragraph (b) does not include—
(i) any allowances;

(i) any additional amounts payable in respect of particular qualifications or duties, the location
of service or the conditions in which service is temporarily performed,;

(ii1) without prejudice to paragraphs (i) and (ii), any additional amounts payable to medical or
dental officers; or

(iv) any description of payment that the Defence Council has determined is not to be treated as
basic pay.

PART 2
THE ARMED FORCES REDUNDANCY SCHEME

Interpretation of Part 2
4.—(1) The Scheme set out in this Part shall be known as the Armed Forces Redundancy
Scheme 2010, (“the AFRS 20107).
(2) In this Part—
“annual pay” means the person’s annual rate of basic pay;
“long service commitment” has the meaning given in article 8(1);

“member” means a person who was eligible to join the AFPS 1975 but, in relation to the army,
does not include a member of the Brigade of Gurkhas who is an active member of the Gurkha
Pension Scheme(a), and references to service, in relation to service as a member of the armed
forces, are to be read accordingly;

“one month’s pay” means the person’s annual pay divided by 12 and any reference to more
than one month’s pay means that the figure for one month’s pay for that person is multiplied
by the multiple (including fractions) of the months specified;

“redundancy reckonable service” is to be read in accordance with articles 6 and 7,

“short service commitment” has the meaning given in article 8(2).

Redundancy

5. In this Part a reference to being treated for the purposes of the AFRS 2010 as having become
redundant includes selection for redundancy as part of a programme for the planned reduction of
the armed forces.

Redundancy reckonable service

6.—(1) Subject to article 16, “redundancy reckonable service” in relation to a member of the
armed forces, means, the aggregate of any period of service referred to in paragraphs (2) and (3),
whether current or previous service, but excluding any period which occurs before the member
reaches the age of 18.

(2) The service mentioned in paragraph (1) is any period during which the member is—

(a) Constituted by the Royal Warrant of 19th December 1949 (see Army Order 151 of 1949).



(a) in service and in receipt of basic pay;

(b) on secondment to a different employment under an arrangement where the member is paid by
that employer but the terms of secondment provide for the member to be an active member of
the AFPS 1975 (or would have provided had the member been an active member of the AFPS
1975);

(c) in receipt of statutory maternity pay;
(d) in receipt of statutory adoption pay;
(e) on ordinary adoption leave;

(f) on ordinary maternity leave;

(g) on paternity leave; or

(h) on unpaid leave for a period which the Secretary of State has agreed beforehand can count for
this purpose.

(3) Where paragraph (4) applies, service includes any period during which the member is
seconded to the United Nations, the North Atlantic Treaty Organisation, or any other arrangement
with any other organisation or person under which a member may be seconded into other military
service.

(4) This paragraph applies where either conditions 1 or 2 are satisfied—
(a) condition 1 is that the member (“A”)—
(1) is an active member of the AFPS 1975 on the day before the secondment commences;

(i1) resumes service in the armed forces at the end of the period of secondment and again
becomes an active member of the AFPS 1975; and

(ii1) makes a single lump sum payment calculated in accordance with the rules set out in the
AFPS 1975 following a secondment to an organisation referred to in paragraph (3) to
increase reckonable service;

(b) condition 2 is that the member (“B”)—

(1) is entitled to be an active member of the AFPS 1975 on the day before the secondment
commenced, but is not an active member;

(i1) resumes service in the armed forces at the end of the period of secondment; and

(i) would be entitled to make a single lump sum payment to increase reckonable service by an
additional period equal to the length of the secondment, had B been an active member of the
AFPS 1975 prior to the commencement of the secondment.

(5) In this article—

“current service” means service as a member of the armed forces which commenced on the
date the member last became a member of the armed forces and continues without interruption
until the day on which service in the armed forces terminates; and

“previous service” means any period of service as a member of the armed forces which
terminated before current service began.

Redundancy reckonable service: supplemental
7.—(1) In this Part references to periods of “redundancy reckonable service” are to calculated in
accordance with paragraphs (2) to (4).

(2) Periods of redundancy reckonable service are to be calculated in complete years and days and,
where it is necessary to aggregate such periods, the aggregation is to be done—

(a) by reference to periods so expressed; and
(b) on the assumption that there are 365 days in a complete year.

(3) To determine years of redundancy reckonable service the days in excess of the period of whole
years are converted into years by dividing the number of days by 365 and calculating the result to
four decimal places.



(4) If a period of redundancy reckonable service is less than one year—
(a) paragraph (2) applies with the omission of the words “complete years and”’; and

(b) paragraph (3) applies with the omission of the words “in excess of the period of whole years”.

Commitment periods

8.—(1) A member of the armed forces (“L”) has a long service commitment if the length of L’s
redundancy reckonable service (had such service in the armed forces lasted until the end of L’s
commitment period) would have been—

(a) where L is an officer—
(1) atleast 16 years after L reached the age of 21; or
(i1) at least 18 years after L reached the age of 18;
(b) where L is not an officer, at least 18 years after L reached the age of 18;

(c) where L is not an officer, and (apart from the notification mentioned in article 9(4)) in respect
of whom there is—

(i) no evidence that L would not have been willing to engage for an extension of service in the
armed forces so as to complete 22 years’ of redundancy reckonable service, and

(i1) no evidence that L’s application for such an extension would have been refused,
at least 12 years.

(2) A member of the armed forces (“S”) has a short service commitment if the length of S’s
redundancy reckonable service (had such service lasted until the end of S’s commitment period) is
less than a long service commitment under paragraph (1).

Eligibility for redundancy payments
9.—(1) A member of the armed forces is entitled to a payment under article 10 if conditions A
to D are met.

(2) Condition A is that the person’s service as a member of the armed forces began before 6th
April 2005.

(3) Condition B is that the person is not an excluded person.

(4) Condition C is that the person has been notified by the Defence Council that they will be
treated for the purposes of the AFRS 2010 as having become redundant.

(5) Condition D is that the person’s service as a member of the armed forces ceases, in pursuance
of a notification mentioned in paragraph (4), on a date after 6th April 2010.

(6) In paragraph (3) “excluded person” means—

(a) a person who is excluded by their terms and conditions of service from entitlement to
payments under article 10, unless the Defence Council has agreed that they be treated as if
those terms did not apply; or

(b) a person who would be entitled to a payment in respect of a notification under the Armed
Forces Redundancy Scheme 2006(a) had the notification referred to that Scheme.

Entitlement to redundancy payments for those eligible under article 9

10.—(1) A member of the armed forces who is eligible for a payment in accordance with article
9 (an “eligible person”) becomes entitled to a payment under this article when the eligible person
ceases to be in service in the circumstances specified in article 9(5).

(2) Subject to paragraph (4), an eligible person is entitled under this article to a lump sum payment
calculated in accordance with articles 11 to 14.

(a) S.1. 2006/55; the Armed Forces Redundancy Scheme was established by article 2 of that Order.



(3) The lump sum is payable before the expiry of the period of 3 months beginning with the day
on which the eligible person ceases to be in service in the circumstances specified in article 9(5).

(4) An eligible person is not entitled to a further lump sum under this article if—
(a) alump sum under this article has previously been received by the eligible person;
(b) that lump sum would be liable to repayment under article 15; and

(c) that lump sum has not been repaid before the time when the eligible person would otherwise
become entitled to the further lump sum.

Amount of payment under article 10: leavers with long service commitments and insufficient
redundancy reckonable service

11.—(1) Subject to articles 14 to 16, if—
(a) amember of the armed forces (L1) has a long service commitment, and

(b) upon ceasing service in the circumstances described in article 9(5), L1’s redundancy
reckonable service is less than the relevant period of redundancy reckonable service specified
in paragraph (2),

the amount to which L1 is entitled under article 10 is one-eighth of annual pay for each year of
redundancy reckonable service.

(2) The relevant period of redundancy reckonable service is—
(a) where L1 is an officer—
(1) 16 years after L1 reached the age of 21; or
(i1) 18 years after L1 reached the age of 18; and
(b) where L1 is not an officer, 18 years after L1 reached the age of 18.

Amount of payment under article 10: leavers with long service commitments and sufficient
redundancy reckonable service

12.—(1) Subject to articles 14 to 16, if—
(a) amember of the armed forces (“L2”) has a long service commitment, and

(b) upon ceasing service in the circumstances described in article 9(5), L2’s redundancy
reckonable service is at least the relevant period of redundancy reckonable service specified
in paragraph (2),

the amount to which L2 is entitled under article 10 is calculated in accordance with paragraphs (3)
to (5).

(2) The relevant period of redundancy reckonable service is—
(a) where L2 is an officer—
(1) 16 years after L2 reached the age of 21; or
(i1) 18 years after L2 reached the age of 18; and
(b) where L2 is not an officer, at least 18 years after L2 reached the age of 18.
(3) In paragraphs (4) and (5)—

(a) “P” is the period after the time when service ceases in the circumstances described in article
9(5), for which L2 would have served, had L2 continued in the armed forces until the end of
L2’s commitment period; and

(b) that period shall be calculated in accordance with article 7, as if “P” were redundancy
reckonable service.

(4) Where L2 ceases service during the interim period the amount to which L2 is entitled under
article 10 is—

(a) where P is at least 3 years, 9 months’ pay;

(b) where P is at least 2 years but less than 3 years, 6 months’ pay;



(c) where P is at least 1 year but less than 2 years, 3 months’ pay; and

(d) where P is less than 1 year, one-twelfth of 3 months’ pay for each complete month the
commitment is shortened.

(5) Where L2 ceases service after the interim period, the amount to which L2 is entitled under
article 10 is—

(a) where P is at least 1 year, 3 months’ pay; and

(b) where P is less than 1 year, one-twelfth of 3 months’ pay for each complete month the
commitment is shortened.

(6) In this article “the interim period” means the period beginning on 6th April 2010 and ending
with 31st March 2013.

Amount of payment under article 10: leavers with short service commitments

13. Subject to articles 14 to 16, the amount payable under article 10 in the case of a member of
the armed forces ceasing service in the circumstances described in article 9(5) who has a short
service commitment (“S”) is the lower of—

(a) one-eighth of annual pay for each year of S’s redundancy reckonable service; and
(b) the sum of—

(i) one-eighth of annual pay for each year that S would have served (after the time when S
ceases service) had S continued to serve until the end of S’s commitment period; and

(ii) one-eighth of annual pay.

Limit on article 10 payment where leaver has full AFPS 1975 entitlement

14.—(1) If a member of the armed forces who is entitled to a payment under article 10—
(a) is entitled to a maximum pension under the AFPS 1975 when that person’s service ceases, or

(b) would be so entitled if the person were an active member of the AFPS 1975 in relation to the
service that is ceasing,

the amount of the lump sum payable under article 10 must not exceed 6 months’ pay.

(2) In this article “maximum pension”, in relation to any person, means a pension calculated by
reference to the highest number of years of reckonable service that may be used in that calculation.

Effect of rejoining armed forces or entering certain reserve forces service

15.—(1) This article applies where a person to whom a payment is made under article 10—

(a) enters service as a member of the armed forces again otherwise than as a result of his being
recalled for service under the Reserve Forces Act 1980(a) or Part 7 of the Reserve Forces Act
1996 (b),

(b) enters full-time service as a result of a commitment under section 24 of the Reserve Forces
Act 1996 (commitment to a period of full-time service), or

(c) enters service as a result of a commitment under section 25 of that Act (commitment to
additional duties),

and, in this article, that service is referred to as “the new service”.
(2) Where—

(a) aperson enters new service, and

(b) the service break is less than the relevant period,

the person shall repay the relevant fraction of the payment received under article 10.

(a) 1980c.9.
(b) 1996 c. 14.



(3) In this article—

“the service break” means the number of days beginning with the day when the person
becomes entitled to the payment under article 10 and ending with the day before the new
service begins;

L3

“the relevant period” is deemed to be a number of days calculated as follows—

Px365
FRE

Where—
P is the amount of the payment received under article 10; and

FRE is the person’s annual pay by reference to which the person’s payment was
calculated;

“the relevant fraction” means—

Where—
RP is the relevant period; and

SB is the service break.

Effect of award under article 10 on later award

16.—(1) This article applies if—

(a) a payment is made to a person under article 10 on ceasing to be in service in the
circumstances described in article 9(5) (“the old service”); and

(b) that person enters service as a member of the armed forces again (“the new service”).

(2) In determining the amount of any payment to which the person is entitled under article 10
when the new service ceases, the redundancy reckonable service the person was entitled to count
when his old service ceased is ignored.

PART 3
THE ARMED FORCES GRATUITY EARNINGS SCHEME 2010

Payments to persons serving on gratuity earning terms
17.—(1) The Scheme set out in this Part shall be known as the Armed Forces Gratuity Earnings
Scheme 2010.

(2) A person serving in the armed forces and eligible for the payment of a gratuity on leaving
service is entitled to a lump sum payment.

(3) A person is eligible for a lump sum payment under paragraph (2) if that person—

(a) 1is not eligible to join the AFPS 1975 or the Armed Forces Pension Scheme 2005(a) (AFPS
2005);

(b) has completed at least one year in service; and

(c) in the opinion of the Defence Council has completed that service to a satisfactory level.

(a) S.I2005/438



(4) Any gratuity payable under this article shall be calculated in accordance with article 18(1).

(5) Subject to paragraph (6), where a person entitled to a gratuity payment under paragraph (2)
continues to serve in the armed forces after the commitment period, payment of the gratuity shall be
deferred until the end of any further service.

(6) Where paragraph (5) applies, a person may forgo the lump sum payable under paragraph (2)
and opt instead to transfer any qualifying and reckonable service during the commitment period into
the AFPS 2005 or any scheme set out in regulations under the Reserve Forces Act 1996(a).

(7) The option to transfer service under paragraph (6) must be exercised before the commitment
period ends.

(8) Where a person in receipt of a gratuity rejoins service, in respect of which a pension is payable
within 5 years of the commitment period coming to an end, the gratuity may be converted into
pension under paragraph (6), if it is repaid within 12 months of rejoining.

Calculating gratuity payment

18.—(1) Subject to articles 19 and 22, the gratuity payable under article 17(2), “the appropriate
amount” is calculated in accordance with the following formula—

CY + AD x GR
Where—
CY is complete years’ service;
AD is any additional days calculated at a rate of 1/365th for each day served; and
GR is the relevant gratuity rate as set out in the pension codes.
(2) In paragraph (1), “relevant gratuity rate” means, as the case may be, the rate set out for—
(a) a veterinary officer;
(b) a medical or dental officer;
(c) acadet or person who is not a registered medical or dental practitioner; or

(d) any other person.

Authorised abatements from gratuity payment

19.—(1) Subject to article 22, any gratuity payable to a medical or dental officer—

(a) whose professional training has been completed with assistance under cadetship schemes for
the entry of student doctors and student dentists, and

(b) who fails to complete the commitment period after registering as a doctor or dentist with the
General Medical Council or the General Dental Council of the United Kingdom,

shall be abated by a sum equivalent to the net amount of the education grant expended on tuition

and maintenance during the period of training.

(2) Any public or service debt outstanding at the time of payment of a gratuity under article 17(2)
may be abated prior to payment, subject to restrictions imposed by the Pensions Act 1995(b).

Impact of service on gratuity payment

20.—(1) Where a person ceases to serve before the end of the commitment period the Defence
Council may substitute the commitment period for the number of complete years’ service in
article 18(1).

(a) 2005 c. 14.
(b) 1995 c. 26.



(2) Where a person’s service is terminated prior to the commitment period on account of
unsatisfactory service, including misconduct, the Defence Council may award a gratuity at a rate not
exceeding that for which the person could have been considered if they had been permitted to
terminate service voluntarily.

(3) Where a person has completed service under the commitment period, but this service is
considered by the Defence Council to be unsatisfactory, the Defence Council may withhold the
whole or part of the gratuity due.

Maternity, adoption and paternity leave

21.—(1) When calculating service for the payment of a gratuity under article 17(2)—

(a) any period of paid ordinary maternity leave, ordinary adoption leave or paternity leave
whether at the statutory minimum, reduced or full pay rate, will count as both qualifying and
reckonable service;

(b) if, more than six months before expiry of the commitment period and as a result of pregnancy
or the adoption of a child, a person decides to retire or fails to complete the commission after
pre-natal leave, ordinary maternity leave, additional maternity leave, ordinary adoption leave
or additional adoption leave, the gratuity payment will be calculated pro rata.

(2) In paragraph (1)(b), “pre-natal leave” means unpaid leave that is taken prior to the birth of a
child.

Death in service gratuity payment
22.—(1) Where a person to whom a lump sum would have been payable under article 17(2) dies
in service the lump sum will be paid as follows—

(a) if the person leaves a surviving spouse, civil partner or eligible partner the gratuity shall be
paid to that person;

(b) if the person leaves no surviving spouse, civil partner or eligible partner, the gratuity may be
divided equally among any eligible children;

(c) if the person leaves no surviving spouse, civil partner or eligible partner, nor any eligible
children, the Secretary of State may pay a lump sum to that person’s personal representatives.

(2) Any lump sum payable under paragraph (1) shall not be subject to any deductions under article
19(1).

(3) Where the deceased is not a member of the chaplaincy services, the Director General of the
Naval Chaplaincy Services, the Chaplain General or the Chaplain in Chief (RAF), the lump sum
payable under this article is—

(a) equal to three times the representative rate of pay based on the number of whole years served
under the AFPS 1975; or

(b) if greater, the amount of gratuity the deceased would have received had the deceased been
invalided at the date of death.

(4) Where the deceased is a member of the chaplaincy services, the Director General of the Naval
Chaplaincy Services, the Chaplain General, or the Chaplain in Chief (RAF), the deceased is deemed
to have held the rank of lieutenant commander, major or squadron leader, for the purposes of
calculating the representative rate for the lump sum.

Surviving eligible partner

23. A person is to be regarded as a surviving eligible partner of the deceased if the deceased left
no surviving spouse or civil partner, but the person satisfies the Defence Council that at the time
of the deceased’s death—

(a) their relationship was exclusive, committed and long term;

(b) their relationship was substantial;
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(c) they were not prevented from (as the case may be) marrying or forming a civil partnership;
and

(d) either the person was financially dependent on the deceased or they were financially
interdependent.

Death in service short term pension

24.—(1) If a person dies in service with an entitlement to a gratuity under article 22 leaving a
surviving spouse, civil partner or any eligible children, a short term pension shall be paid as
follows—

(a) in the case of a surviving spouse or civil partner with no dependent eligible children in his or
her care, an amount equal to 91 days of pay;

(b) in the case of a surviving spouse or civil partner with one dependent eligible child in his or
her care, an amount equal to 182 days of pay;

(c) in the case of a surviving spouse or civil partner with two or more dependent eligible children

in his or her care, an amount equal to 273 days of pay.

(2) If a person dies in service with an entitlement to a gratuity under article 22 leaving any eligible
children in the care of a person other than a surviving spouse or civil partner, a short term pension
may also be paid as follows—

(a) in the case of one eligible child in the care of another person, an amount equal to 91 days of

pay; and

(b) in the case of two or more eligible children in the care of another person, an amount equal to

182 days of pay.

(3) Any persons irrespective of number, who qualify under the terms of paragraphs (1) or (2), shall

be awarded a short term pension for the specified period.

Eligible child

25.—(1) An eligible child for the purposes of any payments under articles 22 and 24, is any
child who meets one of the conditions under paragraphs (2) to (9) and any of Conditions A to C in
paragraphs (11) to (13).

(2) The first condition is that the child is a legitimate child of the deceased where the deceased
was married to or in a civil partnership with the child’s other parent before the death of the
deceased.

(3) The second condition is that the child is an illegitimate child of the deceased born before or
within 9 months of the deceased’s death who was mainly dependent on the deceased at the time of
the deceased’s death.

(4) The third condition is that the child is an illegitimate child of—

(a) the deceased’s spouse, or

(b) the deceased’s civil partner,

who was born before or within 9 months of the deceased’s death and who was or would have been
mainly dependent on the deceased and who meets the condition in paragraph (10).

(5) The fourth condition is that the child is an adopted child of the deceased where the deceased
was married to or had formed a civil partnership with the child’s other adoptive parent.

(6) The fifth condition is that the child is an adopted child of the deceased, or the Defence Council
is satisfied that the deceased had previously formed an intention to adopt the child before the
deceased’s death, and the child was mainly dependent on the deceased at the date of the deceased’s
death and meets the condition in paragraph 10.

(7) The sixth condition is that the child is a step-child of the deceased where the natural or
adoptive parent of the child was married to the deceased or was the deceased’s civil partner at the
time of the deceased’s death and where the child was mainly dependent on the deceased at the date
of death and meets the condition in paragraph (10).
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(8) The seventh condition is that the child is a grandchild of a person where the Defence Council
considers that the child has been abandoned by its parents or the parents have died, where the child
was mainly dependent on the deceased at the date of the deceased’s death and meets the condition in
paragraph (10).

(9) The eighth condition is that the child is a child of the natural or adoptive parent, or a step child
of a person who was the deceased’s eligible partner before the deceased’s death and where the child
was mainly dependent on the deceased at the date of death and meets the condition in paragraph
(10).

(10) The condition referred to in paragraphs (4), (6), (7), (8) and (9) is that the child was
financially dependent on the deceased at the date of the deceased’s death or would have been had it
been born before the death.

(11) Condition A is that the child is aged under 17.

(12) Condition B is that the child will not be eligible for payments under articles 22 or 24 unless
the child is aged under 23 and is—

(a) in full time secondary education;

(b) in full time further education that started immediately after ceasing full time secondary
education; or

(c) undertaking full-time vocational training which in the opinion of the Defence Council is
unpaid or substantially unpaid.

(13) Condition C is that the person (who may be aged over 18), was dependent on the deceased at
the date of the deceased’s death because of physical or mental impairment and in the opinion of the
Defence Council is incapable of earning a living.

(14) For the purposes of Condition B, a child who takes a break not exceeding 15 months between
concluding secondary education and beginning full-time further education or vocational training is
assumed to be continuing in such education or training during the break.

(15) Paragraph (14) does not apply at any time when the child’s health is such that it is reasonable
to assume that the child will not be capable of undertaking any further education or training.

(16) Nothing in paragraph (14) requires a child’s compensation to be paid during the break.

(17) Any payments due to an eligible child under the age of 18 may be paid to the surviving
spouse, civil partner or eligible partner of the deceased, or mother or father of the child, or other
person responsible for the child’s maintenance, or the child direct as may be decided by the Defence
Council.

(18) Any payments due in relation to an eligible child under paragraph (13) may be made to a
person at the discretion of the Defence Council.

Commuting service for teachers’ or NHS pension

26. A person serving under a short service commission who qualifies and opts for their service
to be commuted as reckonable service under the Superannuation Act 1972(a) or the
Superannuation (Northern Ireland) Order 1972(b) will be responsible for the payment of both
employer and employee contributions direct to the parent superannuation scheme as they fall due.

(a) 1972c. 11.
(b) S.I 1972/1073 (N.L 10)
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PART 4
THE ARMED FORCES RESETTLEMENT COMMUTATION SCHEME 2010

Interpretation of Part 4
27.—(1) The Scheme set out in this Part shall be known as the Armed Forces Resettlement
Commutation Scheme 2010 (“the AFRCS 2010”).
(2) In this Part—
“ill-health pension” means service invaliding retired pay or pension under the AFPS 1975;
“the life commutation scheme” is set out in rule J.7 of the AFPS 1975;

“the Scheme actuary” means the actuary appointed by or on behalf of the Defence Council to
provide a consulting service on actuarial matters relevant to the AFRCS 2010.

Application

28. The AFRCS 2010 applies to persons serving in the armed forces before 6th April 2005, with
an immediate entitlement to pension other than ill health pension, whose service ends on or after
6th April 2010.

Resettlement Commutation

29.—(1) A person may commute part of their pension, with restoration in full at age 55, to
obtain an additional lump sum, subject to the following conditions—
(a) they gave service on or after 31st March 1978;

(b) they ceased to be in service with an immediate entitlement to pension other than ill health
pension before the age of 55 years; and

(c) in the opinion of the Defence Council their health on leaving service is satisfactory.

(2) Commutation under both the life commutation scheme and the AFRCS 2010 is not permitted,
except as stated under article 30(4).

(3) Subject to paragraph (4), the option to commute under the AFRCS 2010 may only be exercised
once and must be exercised on or before the last day of service.

(4) Commutation will not be permitted where an officer has applied to rejoin the armed forces.

Factors affecting the amount of commutable pension

30.—(1) Subject to article 32, the maximum lump sum which can be commuted by a person
shall be the difference between the lump sum awarded on leaving service and—
(a) in the case of officers, the 34 year rate, and

(b) in the case of someone who is not an officer, the 37 year rate,

set out in the pension codes at the date service ends.

(2) Any supplements paid to a person shall be included when calculating resettlement
commutation and pension.

(3) Commutation under the AFRCS 2010 shall not be permitted to reduce the basic rate of pension
by more than half for any person.

(4) Subject to paragraph (3), where a person who is not an officer can raise less than £1000 under
the AFRCS 2010, they may commute concurrently under the life commutation scheme to provide a
combined sum of up to £1000 provided that the sum taken under the AFRCS 2010 is the maximum
available.

(5) The following awards are not commutable—

(a) 1ill-health pension;
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(b) any proportion of pension based on purchased added years or additional voluntary
contributions of any kind; and

(c) preserved awards.

(6) The amount of pension to be temporarily waived to secure a capital sum will be determined by
the Scheme actuary.

(7) In paragraph (5)(c), “preserved awards” refers to the preserved pension of a person who leaves
service without being immediately entitled to a pension.

Repayment of resettlement commutation and abatement

31.—(1) Where a person leaves the armed forces with an immediate entitlement to pension,
(“the old service”) and later rejoins (“the new service”), that person’s pay under the new service,
combined with the existing pension in respect of their old service, shall not exceed the rate of pay
(uprated for inflation), on the day before their old service ended.

(2) If the pay under the new service and existing pension exceeds pay in the old service, the
difference shall be deducted from pension.

(3) Where a person leaves the armed forces having taken a lump sum under the AFRCS 2010, that
person shall commence repayment of the lump sum with immediate effect.

(4) Where a person having taken resettlement commutation later rejoins the armed forces in a post
where the pay in the new service combined with existing pension exceeds pay in the old service, the
difference shall be repaid in accordance with paragraph (2) and the repayment due in relation to the
resettlement commutation sum shall be deducted from that revised sum.

(5) Any deductions under paragraphs (2) and (4) shall be made from pension, with any shortfall
immediately repayable.

Misconduct
32. Where a person’s service ends by reason of misconduct, the amount payable as set out in the
pension codes is—

(a) in the case of officers, the difference between the lump sum for length of service based on the
34 year rate for premature voluntary retirement; and

(b) in the case of persons other than officers, the difference between the lump sum for length of
service relating to misconduct and the 37 year rate.

PART 5
THE ARMED FORCES RESETTLEMENT GRANTS SCHEME 2010

Interpretation of Part 5

33.—(1) The Scheme set out in this Part shall be known as the Armed Forces Resettlement
Grants Scheme 2010 (“the AFRGS 2010”).
(2) In this Part—

“opted-out” refers to a person who is an active member of the AFPS 1975 on the day on which
this Order comes into force and later ceases to be such a member whilst remaining eligible to
be such a member;

“special forces” means the Special Air Service, the Special Boat Service and the Special
Reconnaissance and Surveillance Unit.
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Application

34. The AFRGS 2010 applies to persons serving in the armed forces before 6th April 2005 in
the circumstances set out in this Part.

Entitlement to resettlement grants
35.—(1) A person who ceases to be in service as a member of the armed forces is entitled to a

lump sum payment if the person—
(a) is an active member of the AFPS 1975 or has opted-out;
(b) has the relevant years of reckonable service in the AFPS 1975;
(c) isnot entitled to the immediate payment of a pension under the AFPS 1975; and
(d) either—

(1) has not previously received a payment under the AFRGS 2010; or

(i1) has made a repayment in respect of a payment previously received in sub-paragraph (i).
(2) For the purposes of paragraph (1)(b), the “relevant years of reckonable service”—

(a) in the case of a person who on ceasing service has held the rank of an officer for at least 2
years, is 9 years after reaching the age of 21; and

(b) in the case of a person who is not an officer on ceasing service, is 12 years after reaching the
age of 18.

(3) Any payment due under paragraph (1) may be—
(a) withheld on the ground of misconduct;

(b) withheld or reduced where, in the opinion of the Defence Council, service has not been
satisfactory; and

(c) reduced to meet a public or service debt.

(4) Where paragraph (1)(d)(i) applies, the lump sum payable is calculated in accordance with the
rates as set out in the pension codes which vary according to whether—

(a) the person has held their rank for at least 2 years; and
(b) the person is a member of the special forces.

(5) Where paragraph (1)(d)(ii) applies, the lump sum payable to a person following further service
shall not exceed the proportion previously repaid.

Obligation to repay resettlement grant on rejoining armed forces or entering certain reserve
forces service

36.—(1) Where a person receives a payment under article 35 and within a period of 121 days
beginning with the date on which service ceases, rejoins the armed forces other than as a result of
being recalled for service under the Reserve Forces Act 1980(a) or Part 7 of the Reserve Forces
Act 1996(b), the person must repay the relevant fraction of the amount paid.

(2) Subject to paragraph (1) no refund is payable where the break in service is more than 121 days.

(3) Where a person receives a payment under article 35 and within a period of 30 days beginning
with the date on which the person’s service ceases, rejoins service as a result of a commitment under
section 24 (commitment to a period of full-time service), or section 25 (commitment to additional
duties) of the Reserve Forces Act 1996, the person must repay the full amount.

(4) Subject to paragraph (3) no repayment is required where the break in service is at least 30
days.

(5) In this article—

(a) 1980c.9.
(b) 1996 c. 14.
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“the relevant fraction” is calculated in accordance with the following formula—

1 _4 x Resettlement Grant
121

where
(a) ““a” is the break in service; and

(6) the numerator is the number of days falling short of 121, beginning with the day after the
person ceased to be in service and ending with the day before the person rejoins service.

PART 6
TRANSITIONAL PROVISIONS

Transitional Provisions for Part 4

37.—(1) In this article, “the corresponding provisions” means—
(a) the Naval and Marine (Resettlement Commutation Scheme) Order 2009(a), paragraphs 1 to
13;
(b) the Army (Resettlement Commutation) Warrant 2009(b), Parts 2 and 3; and
(c) the Queen’s Regulations for the Royal Air Force(c) Chapter 49 regulations 3285 to 3287.

(2) In article 31, reference to a “lump sum under the AFRCS 2010” in paragraph (3) and to a
“resettlement commutation” in paragraph (4) shall include a resettlement commutation paid under
the corresponding provisions.

Transitional Provisions for Part 5

38.—(1) In this article, “the corresponding provisions” means—
(a) the Naval and Marine Pay and Pensions (Non Effective Benefits and Family Pensions) Order
2009(d); Schedule 13 Section 3 paragraphs 13 to 18 and Schedule 15 paragraph 17;
(b) the Army Pensions Warrant 1977(e) articles 67 to 70, 167A — 167C and 436; and
(c) the Queen’s Regulations for the Royal Air Force(f), Chapter 40 regulation 3063 and Chapter
47 regulation 3267.

(2) In article 35, reference in paragraph (1)(d)(i) to “a payment under the AFRGS 2010 or to “a
repayment” in paragraph (1)(d)(ii) shall include a payment or repayment under the corresponding
provisions.

(3) In article 36(1) and (3), references to “a payment under article 35 include a payment under the
corresponding provisions.

Kevan Jones
Parliamentary Under Secretary of State
17th February 2010 Ministry of Defence

(a) Order in Council made on the 18th March 2009.
(b) Royal Warrant made on the 1st April 2009

(¢) Made by Queen’s Order on the 1st April 2009.
(d) Order in Council made on the 18th March 2009.
(e) Royal Warrant made on the 17th June 1977.

(f) Made by Queen’s Order on the 27th August 2003.

16



EXPLANATORY NOTE
(This note is not part of the Order)

This Order consolidates the existing rules for redundancy and other benefits under the Armed
Forces Pension Scheme 1975 (“the AFPS 1975”) and makes some amendments with regard to the
level of some payments. The Schemes set out in Parts 3, 4 and 5 only apply to a person who joined
the armed forces before 6th April 2005.

Articles 3 to 16 in Part 2, set out the Armed Forces Redundancy Scheme 2010, (“AFRS 2010™).
This applies to members of the armed forces who were eligible to join the AFPS 1975 and who do
not belong to the Armed Forces Pension Scheme 2005 (“the AFPS 2005”). Under the AFRS 2010,
different entitlements arise depending on whether service ceases before 1st April 2013.

Articles 4 to 8 set out definitions and interpretations for Part 2. Articles 9 to 15 contain provisions
that apply to members of the armed forces who cease to be in service as a result of redundancy.

Article 9 provides that a member of the armed forces is eligible for a payment under article 10 if
various conditions are met, including that the Defence Council has notified them that they will be
treated for the purposes of this Scheme as having become redundant, and service ceases after 6
April 2010.

Article 10 provides for entitlement to an immediate lump sum payment to arise on leaving service.
Articles 11 to 13 set out how the payment under article 10 is to be calculated.

Articles 11 and 12 provide for cases where the leaver was on a long service commitment,
depending on the period of redundancy reckonable service they have accrued whilst in service. To
comply with HM Treasury’s requirements, the amount payable to these leavers changes if they
leave on or after 1st April 2013.

Article 13 provides for leavers on short service commitments.

Article 14 imposes a limit on the amount that can be paid where the leaver is entitled to a
maximum pension under the AFPS 1975.

Article 15 deals with the case where a person who is entitled to a payment under article 10 rejoins
the armed forces or enters certain types of reserve forces service after a short break. It provides for
part of the sum paid under article 10 to be repaid.

Article 16 deals with the case where a person who is entitled to a payment under article 10 rejoins
the armed forces and becomes entitled to a further payment under article 10 when the new service
ceases, by reason of redundancy. It provides that the old service does not count in calculating the
further payment.

Articles 17 to 26 in Part 3 set out the Armed Forces Gratuity Earnings Scheme 2010, (“the
AFGES 2010”).

Article 17 provides that a payment may be made to members of the armed forces serving under
gratuity earning terms with no entitlement to pension where they have been in post for over a year,
subject to satisfactory service. Article 17(7) states that if having completed service under gratuity
earning terms, a person is offered a permanent post within the armed forces, instead of taking a
lump sum payment they may opt to join the AFPS 2005, thereby transferring this previously non
pensionable service into a pension scheme. Article 17(8) provides that this option to commute can
only be exercised before the commitment period ends. However, Article 17(9) provides that where
a person rejoins the armed forces into a pensionable post within 5 years, the gratuity can be
converted into the new pension scheme, if it is repaid within 12 months of rejoining.

Article 18 sets out the basis for calculating a gratuity by reference to the number of years of
relevant service (pro rata) multiplied by the gratuity rate as set out in the pension codes.

Article 19 sets out the basis on which abatements can be made from a gratuity payment.
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Article 20(1) provides that if a person’s service ends before the commitment period, the Defence
Council has a discretion to allow the gratuity to be paid in respect of the whole period of service.
Articles 20(2) and (3) states that where service is terminated before the commitment period for
reasons of unsatisfactory service or misconduct, the gratuity may be reduced or withheld at the
discretion of the Defence Council.

Article 21 sets out the basis for calculating a gratuity in the event of maternity and related leave.

Articles 22, 23 and 25 set out the basis for calculating a gratuity in the event of a death in service
and specify to whom lump sum and short term pension payments can be made.

Article 24 provides for a short term pension to be payable in addition to a gratuity under article 22
in the event of a death in service, if the specified conditions are fulfilled. A short term pension is
only payable where a person leaves a surviving spouse or civil partner at the time of death and
cannot be paid to a surviving eligible partner.

Article 26 specifies that any person who wishes to make a contribution to their existing NHS or
teachers’ pension, will be responsible for both employer and employee contributions.

Articles 27 to 32 in Part 4 set out the Armed Forces Resettlement Commutation Scheme 2010
(“the AFRCS 2010™).

Articles 28 and 29 set out to whom the AFRCS 2010 applies and the conditions for qualifying
under it.

Article 30 deals with the factors which affect the amount of pension which can be commuted.
Article 30(2) provides that any supplements paid shall be included when calculating resettlement
commutation and pension. Article 30(3) provides that a maximum of half can be commuted and
Article 30(5) lists the awards which are not commutable.

Article 31 sets out the rules on abatement and repayment of the lump sum.

Article 32 provides the basis for calculating resettlement commutation where a person’s service
ends by reason of misconduct.

Atrticles 33 to 36 in Part 5 set out the Armed Forces Resettlement Grants Scheme 2010, (“the
AFRGS 20107).

Article 35 sets out the conditions to be fulfilled in order to qualify for a resettlement grant.

Article 36 sets out the circumstances in which the whole or a fraction of the resettlement grant
may be repayable on returning to the armed forces.

Articles 37 to 38 in Part 6 set out the Transitionals, which state that references to particular terms
in the AFRCS 2010 and the AFRGS 2010 shall include references to the previous rules which
were in place prior to this Order taking effect.

A full regulatory impact assessment has not been produced for the instrument as no impact on the
private or voluntary sectors is foreseen.
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