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	Summary:
Local authorities are required to issue a written policy to set out how they will exercise the various discretions provided by the ‘new look’ Local Government Pension Scheme, which came into effect on 1 April 2008.  The Authority’s draft policy is appended for members’ consideration.
Recommendations: 

(i)
That the draft policy as appended be adopted.

(ii)
That the Chief Executive be given delegated powers to exercise the discretions as set out in paragraphs 5, 6, 9 and 10 of the policy.

(ii)
That any proposals to exercise the discretions in paragraphs 1, 2, 3, 4 or 8 be referred to the Authority for approval.


1
Introduction
1.1
Since 1997 the Local Government Pension Scheme (LGPS) has required employers to issue a written policy statement on how it will exercise the various discretions provided by the scheme, to keep it under review and to revise it as necessary.
1.2
The ‘new look’ LGPS Regulations, which came into effect on 1 April 2008,  require an updated policy document to be published and notified to the Norfolk Pension Fund within three months of this date.

2
Changes to the Pension Scheme

2.1
A number of changes have recently been made to the LGPS and a new look scheme was introduced on 1 April. The main features of the new scheme are listed below.

· Normal Retirement Age (NRA) of 65 for payment of unreduced benefit.

· Pension to be indexed in line with the Retail Price Index and must come into payment before the 75th birthday.

· Earliest age for release of pension, other than on the grounds of ill-health, will be increased from 50 to 55 by 2010.

· Immediate pension to be paid from age 55 on grounds of redundancy or efficiency.

· Potential for employing authorities to increase either membership or benefits in line with published policy (augmentation).

· Final Salary Pension based on 1/60th of salary for each year of pensionable service, with the flexible option to commute pension at the rate of £1 of annual pension for £12 of lump sum up to a maximum tax free lump sum of 25% of capital value of accrued benefit rights at date of retirement.

· The best pensionable pay in the last three years or in certain cases an averaging of three years within the last ten before early retirement.
· Dependant benefits for life, payable to spouses, civil partners and “nominated” dependant partners (opposite and same sex) at 1/160th accrual rate.

· Dependant benefits payable to children with varying accrual rates.

· Revised permanent ill-health retirement package – three levels with a higher enhancement of benefits for total incapacity and lower enhancement where there is some prospect of return to gainful employment.

· A death-in-service tax-free lump sum of 3 times salary.

· Lump sum death benefit of 5 times annual pension for a deferred pensioner.

· Post-retirement lump sum death benefit up to a guaranteed minimum of 10 years if paid before age 75.

· Flexible retirement arrangements that would enable LGPS members who decrease their hours or their pay to draw some or all of their accrued pension rights from the scheme while still continuing to work.

· Actuarial enhancement for those who continue in work beyond age 65 without accessing their pension benefits.

· Tiered employee contribution rates from 5.5% for staff paid up to £12,000 per annum to 7.5% for those paid over £75,000.
· A phasing of increases to the 5% contribution rate of pre-1998 manual workers, bringing their contributions in line with all other Scheme members from April 2011.
· A facility to purchase up to £5,000 of added annual pension.

· Facility to contribute to AVC arrangements with an external provider.

3
Policy Statement
3.1
A draft policy statement is appended, to set out the basis on which the Authority will make its decisions on the various discretions from April 2008. The Government has advised that employers should not ‘fetter their discretion’, i.e. policies should not be so rigid or restrictive as to prevent flexibility where a (possibly unanticipated) situation requires it. The policies have therefore been drafted having regard to this advice.

3.2
Due regard has also been taken into consideration of the potential impact of granting discretionary awards on the Authority’s budget.  These can have a particularly significant impact on smaller organisations, and for this reason the Authority has been extremely cautious in the past in awarding discretionary options.

3.3
Turning to the statement, itself the first four employer discretions are required by law to be included in the policy statement (Regulation 66(1) of the LGPS (Administration) Regulations 2008). Regulation 66(5) requires that the Authority has regard to the extent to which the policy on exercising these four discretions might lead to a serious loss of confidence in the public service.

3.4
The remaining items are non-compulsory, but it is recommended by the Norfolk Pension Scheme that they be included in the policy statement, especially by larger employers.

3.5
In practice, given the size of the Authority, it is expected that proposals or requests to exercise these discretions – and especially those which may have financial implications – will be infrequent.

4
Consultation
4.1
It is recommended that employers consult with their employees or their representatives before formulating the policy. A copy of the draft policy statement has therefore been sent to all members of staff and the recognised trade unions (Unison and GMB) for their comments.

4.2
No comments have been received at the time of writing this report. Any comments received will be reported verbally.
5
Review

5.1
Once this policy statement has been adopted, it will need to be reviewed from time to time. If this review results in any alteration to the policy statement, the new version must be published and a copy sent to the Norfolk Pension Fund Scheme within one month of the changes being made.

6
Financial Implications

6.1
The policy statement is written in such a way that the financial implications are not likely to be substantial.
6.2
If any request to award discretions is brought before members for consideration, the cost implications will be clearly set out, in order that these can be taken into account in the decision making process.
Background papers:
Local Government Fund Guide to Employers’ Discretions – Employers’ Policy Statement document dated April 2008

Norfolk Pension Fund Pros and Cons of Allowing Discretion Workshop Exercise dated April 2008
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Local Government Pension Scheme: Policy

Statement – Exercise of Discretionary Powers

A.
Compulsory Items
1.
Awarding Additional Membership


Regulation 12, LGPS (Benefits, Membership and Contributions) Regulations 2008


An employer may increase a member’s benefits by awarding additional membership up to a maximum of 10 years.


Comment


This was previously limited to 62/3rd years but has been changed because of age discrimination legislation. This can be used as a ‘management tool’ to assist an employee to enter/exit or remain in the organisation. The cost would fall on the Authority.

Policy


There is a general presumption that the Authority will not award additional membership other than in exceptional circumstances. These will be treated on their merits and might include, but not be limited to, early retirement on compassionate grounds or redundancy where the costs are offset in part or in full by efficiency gains or savings.

2.
Awarding Additional Pension


Regulation 13, LGPS (Benefits, Membership and Contributions) Regulations 2008


An employer may increase a member’s benefits by awarding additional pension up to a maximum of £5,000 per annum.


Comment

The potential advantages to the employer are the same as those of awarding additional years membership. The cost of the additional cash payment would fall on the Authority.


Policy


There is a general presumption that the Authority will not award additional pension other than in exceptional circumstances. These will be treated on their merits and might include, but not be limited to, early retirement on compassionate grounds, or redundancy where the costs are offset in part or in full by efficiency gains or savings.

3.
Flexible Retirement


Regulation 18, LGPS (Benefits, Membership and Contributions) Regulations 2008


An employer may give consent for a member aged 55 or more (50 for a member as at 31 March 2008 who retires by 31 March 2010) who reduces their grade or hours of work (or both) to receive all or part of their LGPS benefits immediately, even though they have not left its employment.


Comment


This would allow staff to draw a pension whilst continuing to be employed on a part-time basis. The benefits are reduced if the employee does not meet the rule of 85. This can be a management tool to retain a valuable employee, although the Authority would meet any costs for the early payment (up to age 60).


Policy


There is a general presumption that flexible retirement will not be permitted where it results in additional costs for the Authority, other than in exceptional circumstances. These will be treated on their merits and might include, but not be limited to, flexible retirement on compassionate grounds or where the costs are offset in part or in full by efficiency gains or savings.


If the benefits payable on flexible retirement would normally be reduced for early payment, the employer may agree to waive all or part of the reduction.


Comment


This could be used as a management tool to assist an employee to exit the organisation. The cost of doing so would fall on the employer.


Policy


There is a general presumption that the Authority will not agree to waive all or part of the reduction, other than in exceptional circumstances. These will be treated on their merits and might include, but not be limited to, cases of flexible retirement on compassionate grounds or where the costs are offset in part or in full by efficiency gains or savings.

4.
Early Payment of Pension


Regulation 30, LGPS (Benefits, Membership and Contributions) Regulations 2008


An employer may give consent for a member aged 55 or more (50 for a member as at 31 March 2008 who retires by 31 March 2010) who leaves its employment without an entitlement to immediate LGPS benefits to receive them straight away regardless.


Comment


Again this is a potential management tool to assist an employee to exit an organisation. The costs of early payment would fall on the employer.


Policy

There is a general presumption that immediate LGPS benefits will not be paid straight away, other than in exceptional circumstances.  These will be treated on their merits and might include, but not limited to, retirement on compassionate grounds or where the costs are offset in part or in full by efficiency gains or savings.

If the benefits payable would normally be reduced for early payment, the employer may agree to waive all or part of the reduction on compassionate grounds.

Comment
Another management tool to assist an employee to exit the organisation.  The costs would fall on the employer.

Policy
Where the benefits of retirement would normally be reduced for early payment, the Authority will agree to waive all or part of the reduction in exceptional circumstances, on compassionate grounds.

B.
Non-Compulsory Items

5.
Absence Contribution Time Limit
Regulation 22(2), LGPS (Administration) Regulations 2008

A member who has been away from work as a result of maternity, paternity or adoption leave, industrial action (mainly strikes) or unpaid leave of absence has the right to pay voluntary pension contributions to prevent any gap in membership.  Their request to do so normally has to be made within 30 days of returning to work (or within 30 days of their last day of service if they do not return).
Comment
The employer has discretion to extend the 30 days time limit.  There are no cost implications and this might be regarded as a matter of good employee relations.

Policy

The Authority will extend the time limit for making requests to six months for employees who return to work and three months for employees who do not return to work, where the individual is able to demonstrate reasonable grounds for not making the request within the usual time limit of 30 days.

6.
Membership Aggregation

Regulation 16(4)(b)(ii), LGPS (Administration) Regulations 2008

A member who transfers from another LGPS employer, either directly or after a break, may opt to aggregate the two periods of membership provided they do so while still an active member in the new post and within twelve months of joining.

Comment
The employer has discretion to extend the twelve months time limit.  There are no cost implications and, as above, this might be regarded as a matter of good employee relations.

Policy
The Authority will extend the time limit for making requests to aggregate periods of membership to three years, where the employee is able to demonstrate reasonable grounds for not making the request within twelve months of joining and provided that there are no plans or proposals to award the individual early retirement within the next twelve months.
7.
Shared Cost AVCs
Regulation 15(3), LGPS (Benefits, Membership and Contributions) Regulations 2008 and Regulation 25(3), LGPS (Administration) Regulations 2008

Whilst it does not seem to be explicitly stated, it is implicit in these two Regulations that an employer may contribute towards a Shared Cost AVC Scheme, i.e.an AVC Scheme into which the employer pays contributions as well as the member.
Comment
This would constitute a transparent employee benefit.  There would be no benefit to the employer, other than arguably one of good employee relations.  The Norfolk Pension Fund is not aware of any pension fund employer which has provided such a benefit.

Policy
The Authority will not contribute to a Shared Cost AVC Scheme.

8.
Forfeiture of Pension Rights
Regulations 47(2), 72, 73, 74 and 76, LGPS (Administration) Regulations 2008

If a member leaves as a result of a conviction for any offence in connection with their LGPS employment or as a result of their own criminal, negligent or fraudulent act in connection with that employment, the employer has discretion, within the terms of these five regulations, to direct that all or part of their LGPS pension rights should be forfeited and/or paid over to the employer or specified dependants of the member.

Comment

This may allow the employer to recover, in part or full, any monies which have been lost as a result of the employee’s criminal, negligent or fraudulent act.

Policy

The Authority may direct, where an employee is convicted for a wilfully criminal, negligent or fraudulent act which results in loss of monies to the Authority, or which might lead to a loss of confidence in the public sector, that all or part of their LGPS pension rights should be forfeited and/or paid over to the Authority or specified dependants of the member. Ease case will be considered on its merits.
9.
‘Specified Person’ for Member Disagreements
Regulation 57(5)(c), LGPS (Administration) Regulations 2008
There is a three-stage dispute procedure for members who disagree with any LGPS decision made by their employer.  The first stage is handled by an independent referee appointed by the employer.  Employers may appoint internally or externally but, if they pick someone internally, they should be someone who has taken no part in making pension decisions and who is completely ‘at arms length’ from those who would.
Comment
Norfolk County Council (as a scheme employer) uses an external appointee, Mr Chris Harding who is the Solicitor of Norfolk Police Authority.  Mr Harding has confirmed that he would be happy to act for other Norfolk Pension Fund employers as well, though these would need to make their own arrangements with him direct.

Policy
The Authority will use an external independent referee for the first stage of handling any disputes and, subject to his availability, will approach Mr Chris Harding of the Norfolk Policy Authority in the first instance.

10.
Transfers of Pension Rights

Regulation 83(8), LGPS (Administration) Regulations 2008

A member who has previous pension rights in a different pension scheme may transfer them into the LGPS provided they opt to do so within twelve months of joining it.

Comment
The employer has discretion to extend the twelve months time limit.  (Note that this refers to transfers from another pension scheme rather than from within the LGPS, which is dealt with under Membership Aggregation).  There are no cost implications, and this might be regarded as good employee relations.

Policy

The Authority will extend the time limit for making requests to transfer previous pension rights from a different pension scheme into the LGPS to three years, where the employee is able to demonstrate reasonable grounds for not making the request within twelve months of joining and provided that there are no plans or proposals to award the individual early retirement within the next 12 months.
11.
Members’ Contribution Rates
Regulation 3(4), LGPS (Benefits, Membership and Contributions) Regulations 2008

Employers have to allocate members into the appropriate contribution band for 2008/09 and every financial year from then on.  If a member’s pay moves into a different band during a financial year, the employer has discretion to implement the new band immediately but may prefer to wait until the next annual review.

Comment
The new Regulations include the introduction of tiered bands for employee contributions to the LGPS, with effect from 1 April 2008.  The contribution bands range from 5.5% for staff paid up to £12,000 per annum, to 7.5% for those paid over £75,000.  Employers are required to establish a policy on how to allocate salaries to bands, and in doing so need to balance the interests of equity and ease of payroll administration.
Policy
The Broads Authority will determine and reassess bands on an annual basis, with effect from 1 April each year.  If the new salary rates are not known at the time the allocations are made, the Authority will estimate these on the basis of the best information available at the time.

The contribution rate will be changed if any subsequent pay award results in individuals being in a different band range.  The revised contribution rate will be payable from the calendar month following that on which the pay award is announced, and will not be backdated.

Part-time and seasonal staff, including those who work variable hours, will be assessed in accordance with the full-time equivalent salary of their post, having regard to the spinal column point on which they are paid.

Staff on split contracts will be assessed separately, and will pay appropriate contributions for their summer contract (during the months April to October) and their winter contract (from November to March), irrespective of the exact date on which they change from one contract to another.

Where staff receive an increase or decrease in their salary during the course of a year (whether as a result of job evaluation, a promotion or some other reason) and this involves them moving into a new salary grade, they will be reassessed and if appropriate will pay a revised contribution rate with effect from the calendar month following that on which the change took place.

If this change results in an increase in salary backdated to 1 April or some other date, the increase in the contribution rate will not be backdated.

Any change to the contributory bands will be notified in writing to the individual concerned, copied to payroll, at the earliest opportunity.
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