NORTHUMBRIA POLICE AUTHORITY

23 FEBRUARY 2005

SUBJECT :
REVISIONS TO THE EARLY RETIREMENT POLICY FOR LOCAL GOVERNMENT PENSION SCHEME (LGPS) MEMBERS

REPORT OF THE PERSONNEL ADVISER, THE TREASURER, THE DEPUTY CLERK AND SOLICITOR AND THE CHIEF CONSTABLE

1. PURPOSE OF THE REPORT


1.1 To propose revisions to the Early Retirement Policy for LGPS members.
2. BACKGROUND

2.1
Northumbria Police Authority (NPA) regards its employees as an essential resource for the successful delivery of quality services to the public.  At times of change it recognises the need to be able to manage changes in the workforce or bring about organisational change.  The objective of the Early Retirement Policy is to allow the NPA to consider early retirement of pensionable employees other than for reasons of ill-health or capability.


2.2
NPA agreed a revised Early Retirement Policy for Local Government Pension Scheme  (LGPS) members in June 2002.  The revised policy incorporates new procedures for processing and approving applications with the emphasis on identifying costs and corresponding savings.  


2.3
The ratio of the economically active proportion of the population, when compared to those in retirement in the UK, has changed. To meet the challenges of these demographic changes, the Government is committed to ensuring that people have choice over how and when they save, and how long they work.  Pension schemes like the LGPS can help to open up options for flexible retirement to enable and encourage people to extend their working lives.


2.4
The Government has published its plans for the future of occupational pensions including the LGPS.  The plans were published in the June 2003 White Paper “Simplicity, Security and Choice: Working and Saving for Retirement” and are reflected in the LGPS (Amendment) (No2) Regulations 2004 where appropriate.

3.
PROPOSAL

3.1
A review of the Early Retirement Policy for LGPS members has now been undertaken and the only changes that are proposed are those arising from the Amendment Regulations.  The changes are mandatory.

3.2
The two major changes arising from the Amendment Regulations are:

· An increase in the minimum retirement age from 50 to 55.  At the moment pension benefits are payable on retirement after age 50 in cases of redundancy or early retirement.  The Regulations will increase the minimum age for payment of retirement benefits to 55.  The changes include protection for employees who will already be age 50 as at 31 March 2005.  The change will not affect ill health retirements as age restrictions do not apply.


· Removal of the “85 year rule”.  Currently if an employee’s age and length of membership add up to 85 or more they can elect to retire early with their employer’s consent before age 65 without any reduction to their pension benefits.  The rule is to be removed in respect of benefits accruing after 31 March 2005, other than for scheme members who will both attain age 60 and meet the “85 year rule” before 1 April 2013.

3.3
Appendix 1 provides the proposed Early Retirement Policy for LGPS members.  The proposed policy reflects the changes arising from the Amendment Regulations.

4.
CONSULTATION

4.1
Consultations have taken place with the trade unions which represent LGPS members.

5.
FINANCIAL IMPLICATIONS

5.1
The Treasurer confirms that these mandatory LGPS changes have been taken account of in the actuarial valuations that will inform the setting of the 2005/06 NPA budget in respect of pensions.  The impact of the changes is to partially offset the projected LGPS cost increases

6.
HUMAN RIGHTS IMPLICATIONS

6.1
None.


7.
EQUAL OPPORTUNITIES IMPLICATIONS


7.1
None.


8.
RECOMMENDATION

8.1
It is recommended that members approve the implementation of the revised Early Retirement Policy for LGPS members detailed in Appendix 1 with effect from 1 April 2005.


APPENDIX 1

NORTHUMBRIA POLICE AUTHORITY (NPA)

EARLY RETIREMENT POLICY FOR LOCAL GOVERNMENT PENSION SCHEME (LGPS) MEMBERS

To operate from 1 April 2005

Introduction

The NPA regards its employees as an essential resource for the successful delivery of quality services to the public.  At times of change it recognises the need to be able to manage changes in the workforce or bring about organisational change.  The objective of this scheme is to allow the NPA to consider early retirement of pensionable employees other than for reasons of ill health or capability.  It aims to recognise long service and help to achieve any changes to the mutual benefit of the employee and the NPA.

In applying the scheme, the NPA reserves the right to determine which employees shall be allowed to retire prematurely and the amount of enhancement of service, if any, to be offered in each case.

General Conditions


· Applications will be considered from any member of the LGPS who is aged 55 or over.  Applications will also be considered from scheme members who are aged 50 or over at 31 March 2005.


· Nothing in this policy overrides in any way the rights or obligations of the NPA and its employees contained in the Employment Rights Act 1996 or the contractual rights of the individual employee.


· Any employee who is given early retirement under this policy shall not be re-employed by the NPA in any capacity.


· Selection under this policy shall not be used as a substitute for premature retirement on the grounds of permanent ill health or infirmity of the mind or body or as an alternative to taking formal disciplinary action, if appropriate, on the grounds of capability.

Pension Benefits

1996 Regulations

Access to unreduced pension and lump sum benefits based upon accrued service will be in accordance with the Local Government Pension Scheme Regulations.  To this actual service, additional years may be awarded in accordance with the attached table.  Discretion to award added years will only be made where a permanent financial saving to the NPA can be demonstrated.

2004 Regulations - ‘85 Year Rule’

Definition:

An employee whose age and scheme membership when added together equal at least 85 years may apply to retire on a pension not subject to an actuarial reduction.




Application:


The “85 year rule” does not apply


· To all new members of the scheme

· In respect of benefits accruing after 31 March 2005 (scheme members who both attain age 60 and meet the “85 year rule” before 1 April 2013 will not be affected by the changes in rules).

Augmentation

The NPA can award added years to employees aged between 55 and 64, terminating their employment.  Added years may be awarded in exceptional circumstances up to a maximum of 6 2/3 years.  This discretion is an alternative to the awarding of added years in cases of redundancy/efficiency.

Exceptional Cases

In exceptional cases, on the initiative of a Senior Manager and with the full agreement of the employee, who must make the application, pensionable employees aged 55 or over may be retired where this can be shown to be in the best interests of the NPA and the employee.  In such circumstances the employee will be advised to seek advice from their trade union.  The amount of any enhancement to be at the discretion of the NPA.

Redundancy Payment

Where a redundancy situation has been declared pensionable employees will, in addition to automatic entitlement to unreduced pension benefits, be entitled to a redundancy payment calculated in accordance with the statutory redundancy scheme.  Added years will also be awarded in accordance with the attached table.

State Benefits

Attention is drawn to the fact that Jobseekers’ Allowance may also be payable for a limited period if the employee is actively seeking work.  However, it should be noted that the Government may decide to restrict the payment of Jobseekers’ Allowance for certain occupational pensioners.  Any employee who is considering applying for early retirement should contact the Department for Work and Pensions for advice on their own benefit and state pension position.
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