@ "Coffee round pension equalisation" Glossary on pension equalisation

Glossary on pension equalisation

In pension equalisation, the spouses, lawyers and judges involved are confronted with a multitude of terms whose
meaning not easy to understand. For this reason, the following glossary attempts to explain the most important
terms in pension equalisation proceedings briefly and clearly.

The idea for a glossary was developed in the "Pensions Equalisation Coffee Round" The "Pension Equalisation
Coffee Round" was launched by lawyer Jérn Haul} at the beginning of 2022. Since then, it has met regularly on
the 1st and 3rd Wednesday of the month as an exclusively online exchange platform. All professions involved in
pension equalisation, i.e. lawyers, judges, pension consultants, actuaries and employees of pension providers, are
involved. If you are interested in participating, please send an e-mail to: hauss@anwaelte-du.de

Contributors to the document include:
Jorn Haul (lawyer) and Thomas Neumann (pension consultant)

You are cordially invited to participate in the further development of the document. Please send your suggestions to
the e-mail address given above.

This document is provided as a PDF file. Copyrights are not asserted.

Abbreviations used:

ausglber. person = person entitled to equalisation

entitled to equalisation person
liable to equalisation = person person subject to
equalisation bAV = company pension scheme
company pension scheme

BeamtV= Civil service pension scheme

berstdV = occupational pension scheme Professional pension scheme, pension schemes
for "chambered" freelancers (lawyers, doctors, engineers, etc.)

EzA= Start of marriage

EzE= End of marriage

FamG= Family Court

gRV = statutory pension insurance

KoKa= Corresponding net present value

public-law pension equalisation= public-law pension equalisation

pAV= private pension scheme

sVA= Pension equalisation under the law of obligations

VA= Pension equalisation

VersAusglK = pension equalisation fund

Pension equalisation fund ZV
= Target pension

Text in blue and underlined font is a link to a free resource that can be accessed by double-clicking.
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. Decisions
Term Reference Explanation
... within the meaning of this Act are entitlements to pensions and other benefits acquired in Germany or abroad during the marriage.
Entitlement §2 The pension fund is not responsible for claims to current pensions, in particular from the gRV, BeamtV or berstdV, from the bAV or
from the pAV and disability pension scheme.
Entitlements ... within the meaning of pension equalisation are legally secured claims to future pensions acquired during the marriage.
... is the periodic increase in the benefits of a pension scheme during the qualifying period. Public-law basic insurance
Entitlement dynamics The pension schemes (BeamtV, gRV, occupational pensions) are also adjusted to a greater or lesser extent during the qualifying
period. Occupational entitlements are almost always based on accrued entitlements.
Qualifying period, phase ... is the period before the insured person receives benefits.
Eq ualisation value §1para.2 ... is half of the value of a pension entitlement acquired by one spouse during the marriage.
sentence 2
518 ... are pensions whose equalisation value does not exceed 35.50€ as a pension and 4,242€ as capital (2024). Minor pensions are to
. = excluded from equalisation. They should only be equalised if the person making the equalisation is economically dependent on XIl ZB 323/15
Minor care §18SGB IV th ' . : : o . L
e pension. person is economically dependent on the pension and the equalisation does not result in high administrative costs para.14
§1811SGB IV

for the pension provider (see also "small entitlements")

Present value

§ Section 47 IV

... of a pension is the current value of the future benefits of a pension. These are made up of the retirement pension benefit over the
reference period to be assumed according to the mortality tables and the value of the disability and survivor's risk. To determine the
present value, the individual expected benefits are discounted to the calculation date using an actuarial interest rate. The amount of
the present value of a pension is only relevant in the case of external division or a settlement. In the case of internal division, the

and V pension provider has to calculate the pension of the surviving dependant from the pension fund. person from the pension fund.
The actuarial value is to be calculated in accordance with the actuarial parameters on which the pension to be paid out is based.
In many cases, pension providers do not calculate the amount of a pension benefit primarily as a pension but according to a
differently labelled factor (earnings, pension or reference points, increase figures, etc.). The actual pension amount is then
Reference value §5para.1 calculated by multiplying or dividing the reference value by an assessment basis (e.g. in the statutory pension scheme: earnings
sentence 1 points x current pension value = pension, in the occupational pension scheme usually increment figure x pension assessment
basis)
The BilMoG has adapted the accounting regulations for the commercial balance sheet to international standards. Since 1 January
2016, pension obligations have to be measured in the commercial balance sheet using the average market interest rate from the
. . . BilMoG 10 past 10 financial years and a remaining term of 15 years in accordance with Section 253 Il sentence 2 HGB (BilMoG 10). Until then,
Accountlng Modernisation Act rates the BilMoG 7 interest rate was decisive. These interest rates are calculated monthly by the Bundesbank and are used to calculate

(BilMoG)

BilMoG 7 rates

the present value of company pension commitments. The actuarial interest rate is important when dividing a pension externally on
a capital basis.

In the case of internal division, the pension provider must base the pension on the conditions of the pension to be equalised and
therefore also use its actuarial interest rate.

Actuarial reserve

The actuarial reserve is a key concept in the insurance industry. It refers to the amount that a
insurance company in order to be able to cover future claims of the insured person. In the VA, this concept plays a role in funded
pension schemes.

Discount rate

See actuarial interest rate
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... of pension insurance is to increase its benefits. A distinction is made between prospective and current benefits. BGH XIl ZB
Dynamics pension dynamics (see there). The dynamic can contractually owed, prescribed by law or determined by the pension provider 408/14
according to certain criteria annually or in other periods. The main purpose of the dynamic is to increase the

inflation or to enable pensioners to participate in economic development. The dynamics of a pension insurance policy is a key factor
in determining its value. When calculating the cash value of a pension

The dynamic of the pension is to be taken into account by reducing the actuarial interest rate in accordance with the BilMoG by the
amount of the dynamic to be assumed.

... the period from the first day of the month in which the marriage was concluded to the last day of the month preceding the service

Marriage time 83l of the divorce petition is used for the calculation of the equalisation of pensions.
... are used in the gRV as a yardstick for calculating the pension amount and reflect the employment history of an insured person.
The number of earnings points acquired on the ratio of the individual's income to the average income of all insured persons. An
) insured person who earns an income equal to the average income earns exactly one earnings point per year. The amount of the
Ea mings points (EP) Explanation monthly pension is calculated by multiplying the accumulated earnings points by the current pension value. The pension value is
§70 SGB VI adjusted annually on 1 July to take account of inflation and other factors.

economic factors must be taken into account. The annual pension acquisition in the gRV is limited to 2 EP. EPs transferred in pension
equalisation are excluded from this limit (§ 187 SGB VI).

... of a pension means that half of the pension acquired by one spouse during the marriage transferred to another pension provider
in the event of divorce. This means that the divorced person receives a new pension entitlement from another pension provider. This
means that the person who is being compensated receives a new pension entitlement from another pension provider instead of
External division §14 from the original pension provider of the person who is being compensated. For persons who have been equalised. The question of
the correct target pension must always be examined carefully for persons who are already receiving a retirement pension. The
external division of a pension may lead to transfer losses, but also to transfer gains.

pension. In the event of transfer losses, an increase in the equalisation value at the expense of the pension provider may be
necessary if the pension yield in the target pension is greater than 10% (BverfG 1 BvL 4/18)

Minor entitlements §18l See Small Claims

... is the payment of a pension to the widow, widower and/or orphans of a deceased pension recipient. The survivor's pension is an
important value-determining part of a pension and must therefore also be taken into account when determining an equalisation
Survivors' benefits value on a capital basis if the marriage is divorced. The survivor's pension is not applicable

in the case of internal division of a pension (exception: gRV and BeamtV). In return, the person dividing the pension receives a
supplement to the pension. In return, the person making the adjustment (§ 11 | No. 3 VersAusglG)receives a supplement to the
pension, which - depending on their age and gender - is between 20% and 5%

.. is the standard form of division provided for by law. In this case, the surviving spouse receives a pension. In this form of
division, the person receiving the settlement receives or establishes a pension from the pension provider of the person receiving
the settlement from the equalisation value determined by the court. The pension must be set up under the same conditions as the
Internal division §10 pension to be equalised. A cancellation of disability and survivors' benefits is permissible with corresponding compensation (§ 11 |
No. 3 VersAusglG). The operative part of the court decision is decisive for this. In the event of disputes as to whether the pension
provider has complied with the tenor of the
The respective specialist courts (Administrative Court for BeamtV, Social Court for gRV, Labour Court for bAV and Civil Court for
pAV) are responsible for ensuring that the decision has been implemented correctly.

... is the benefit paid to a person whose earning capacity limited. The value of a disability insurance
Disa bility pension § 43 SGB VI The proportion of people covered by the pension scheme is age-dependent and decreases continuously from the age of 35,
peaking at just under 16%, to 0% by the time they reach the age limit of the respective pension scheme.
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Net present value

... is a vague term which, in the VA, can denote both the cash value of a pension as well as the co-purchase value surrender value
or the of a pension. The "capital values" communicated to the court by the pension providers are in principle not to be taken into
account.

They are not comparable with each other and only indicate the value of the pension for the pension provider and not for the
policyholder.

Minor propertv richts §18 ... are economically completely insignificant entitlements whose value is below the de minimis limit of § 18. The exclusion of such Xl ZB 323/15
property rig T entitlements should be waived, even if their settlement with the pension provider would not result in a high para. 14
triggers administrative expenses. In a decision dated 23 November 2016, the Federal Court of Justice set the limit at 8.50€
pension and a co-payment of € 1,850.
... is, according to the statutory definition, the amount that would have to be paid at the end of the marriage in order establish a
pension in the amount of the equalisation value with the pension provider of the person requiring equalisation. The KoKa
therefore says nothing about the actual payment of the pension to the person making the equalisation. person. This is determined
Corresponding capital value the inflation-adjusted expected pension inflows and the resulting cash value of a pension. The KoKa can therefore be higher or
(KoKa) §4711 lower than the expected value of the pension for the person entitled to benefits. In the gRV and the BeamtV, the KoKa is below the
value of the pension for the insured person up to an age of around 70 years,
which is why it not only possible to fill the gaps in provision caused by the VA in these pension systems, but also usually makes sense.
In other pension schemes, this is often not possible or does not make economic sense.
Benefit dynamics pension ... is the dynamic of a provision in the benefit phase. Almost all pension plans have a benefit dynamic. Only in the case of BGH XIl ZB
d ’ § Section 16 The benefit dynamic is not guaranteed for pAV pensions and pensions from the insolvency insurance of the occupational pension 408/14
tren BetrAVG scheme (Pensionssicherungsverein PSV). (see also "full dynamic")
. ... is the event that triggers a benefit from the pension provider, regardless of whether it a retirement, disability or survivors'
Benefit case ansion.
Performance phase ... of a pension is the time of the pension payment to the entitled person. This is determined according to the mortality tables
P or in the case of lump-sum benefits from occupational pension providers (§ 2 | No. 3) in accordance with the contractual agreement.
Public-law pension equalisation All German pension entitlements acquired during the marriage, the amount of which can be specifically determined, are subject to
. VA the public pension scheme
(O.—I’.— ) (vested by reason and amount). Other pension entitlements acquired during the marriage must be paid out under the law of
obligations. The public-law VA is carried out ex officio by the FamG as part of divorce proceedings.
Source supply (QV) ... is the pension of the person subject to equalisation, which is divided in the pension equalisation.
Discount rate ... is the interest rate used to calculate the present value of a pension (see BilMoG interest rate). A high actuarial interest rate
leads to a low present value and vice versa (see also German Accounting Modernisation Act - BilMoG)
Pension present value see present value
Pension volume ... is the expected amount of pension payments to the entitled person over the benefit period. The pension volume provides the
spouses with a realistic estimate of the retirement income resulting from the pension equalisation.
46 VersAus-
546 Vershus- The surrender value is the amount that an insurer pays when a pension plan is cancelled. The surrender value says little about
S d I IG
urrender value 2769 WG the value of the pension for the person entitled to benefits.

Debt-based pension
equalisation (sVA)

See pension equalisation after divorce

Growth figures

... is a reference value frequently used in occupational pension schemes to calculate the amount of the pensioner's pension.
employment. The reference value (usually a percentage value) is multiplied by the pension assessment basis of the pension provider
in the EzE to determine the amount of the pension.
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Mortality table

... is a table that shows life expectancy as a function of age and gender. In the insurance industry (and therefore also in the VA), the
generation mortality tables are used. These exist in several forms. The generation mortality tables of the Federal Statistical Office are
publicly accessible. The mortality tables of the insur
The period life tables assume a slightly higher life expectancy. The period life tables show a slightly lower life expectancy than the
generational life tables.

Transfer profit

... occurs if the person to be equalised has a higher pension expectancy in the selected ZV. person has a higher pension
expectation with external division in the selected ZV than would be the case with internal division at the pension provider of the
pension to be equalised.

Transfer loss

...... occurs if the compensated person person has a lower pension expectation with external division in the chosen ZV than
would be the case with internal division with the pension provider of the pension to be equalised. The BVerfG has

BVerfG 1 BvL
5/18

Transfer losses of up to 10% are acceptable under basic law. If the equalisation value is calculated with an actuarial interest rate
of less than 3.5%, a transfer gain is generally to be expected if the statutory pension scheme is chosen as the ZV.

The VA can be excluded or limited by the court if the court it to be grossly unfair. Cases of gross inequity may include a large age
difference between the spouses, serious misbehaviour by one spouse towards the other, the wealthy financial circumstances of

Exclusion of inequity §27 the ex-spouse, if the other spouse is not entitled to the ex-spouse's financial support. spouse, if the other spouse is entitled to the
is dependent on simultaneous care. The Family Court must make an overall assessment in each individual case, taking into
account factors such as the age, health and earning capacity of the parties.

The VA under the law of obligations is to be by one spouse against the other if individual pension rights acquired during the marriage
cannot divided within the framework of the public VA. The entitlement to the VA under the law of obligations becomes due as soon

Pension equalisation after as the surviving spouse receives his/her own current pension. The entitlement to the VA under the law of obligations becomes due

divorce (SVA) as soon as the divorced spouse requiring settlement receives his or her own current pension, reaches the standard old-age pension
or fulfils the requirements for a disability pension and the divorced spouse requiring settlement withdraws from the VA.
pension benefits. The "equalisation pension under the law of obligations" is therefore only to be paid to the ex-employee on
application. person only upon application. If the payment is not made voluntarily, the family courts have jurisdiction.

§ 5 Versausgl- ... is the "statutory" ZV for the external equalisation of bAV and pAV entitlements if the person making the equalisation does not
Pension equalisation fund KassG choose anothe.r Zy. As the \_/ers.AusglK an institu'Fion of the private insurance. industry, the eérnings expectations are extremely
§31lp.1Be- modest. Establishing a pension in the VersAusglK is therefore almost always highly uneconomical.
(VerSAUSgIK) trAVG The VersAusglK covers very small entitlements up to a capital value of 120% of the monthly reference value pursuant to Section

18 SGB IV (2024: € 4,242).

Present value of supply

see present value

Supply points (VP)

... are used in the supplementary pension scheme of the public service (ZVK) to determine the amount of the pension (cf. Be-
pension size). In the qualifying phase, a pensioner has a pension value of 4€ monthly pension. The ZVK pensions are only dynamic
and increase by 1% on 1 July of each year.

BGH XII ZB
697/13

Full dynamics

... exists if benefits are regularly adjusted in the entitlement and benefit phase.

With the exception of basic public-law pensions (gRV, BeamtV, berstdV and farmers' pensions), pensions are almost never fully
dynamic. For the gRV and BeamtV, a full dynamic of 2.6% can be assumed in the medium term (see Pension Insurance Report of
the Federal Government 2023 p. 54).

With a few exceptions, occupational pension schemes have a significantly lower full dynamic range, generally well below 1%.

Target supply (2V)

... is the supply to be determined by the ex. person in the case of external division. In the case of external division of entitlements
from the BeamtV, the gRV is the statutory ZV (§ 16). Otherwise, the ex. person can determine the ZV within a period determined by
the FamG.

period (Section 222 FamFG). If this is not done, the pension is established in the VersAusglK. This is almost always associated with a
considerable loss of provision.
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