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REPORT TO CABINET


15 December 2009

TITLE OF REPORT:
Revision of the Council Redeployment, Redundancy and Retirement Policies   
REPORT OF:
Mike Barker, Strategic Director, Legal & Corporate Services  

Purpose of the Report 

1. To request Cabinet to recommend Council to approve revisions to the Redeployment, Redundancy and Retirement Policies.  



Background 

2. The Council approved the current Redeployment, Redundancy and Retirement Policies on 1st April 2008, 27th November 2007 and 21st February 2007 respectively.  These Policies are regularly reviewed to ensure that they are fit for purpose and reflect any changes in employment law, Local Government Pension Scheme (LGPS) amendments and Council corporate priorities.

Redeployment Policy

3. The current Redeployment Policy does not offer any pay protection arrangement for employees redeployed on health, medical or disability grounds.  Where the employee is redeployed to a lower graded post they suffer an immediate loss of income with no time to allow them to adjust to their new financial circumstances.


4. The trade unions have challenged this position, citing the possible hardship that this can cause at a time when the employee is facing difficulties.  Officers have now reviewed the Policy and are proposing amendment to recognise the possible detrimental position employees may find themselves in due to their health. 

Redundancy Policy

5. The Redundancy Policy has been reviewed in the light of some operational experience, specifically the difficulty created by different financial packages offered for voluntary and compulsory redundancy. 


6. The Council’s current policy on voluntary redundancy the facility to enhance an employee’s Local Government Pension Scheme (LGPS) benefits by up to 4 years added years and calculates the redundancy payment at a maximum of 30 weeks pay (capped at spinal column point 41).  The number of weeks’ pay is determined by age and length of service using the statutory redundancy pay table.


7. Compulsory redundancy pay is calculated at a maximum of 60 weeks pay (twice the statutory table) with no salary cap but without the facility to enhance pension benefits.  The package of benefits for voluntary redundancy is less favourable than that of compulsory redundancy for those Council employees who are:

· not in the pension scheme

· unable to access pension benefits under the LGPS Regulations because of their age

· employees who have relatively short service.

8.
This situation discourages employees in these groups from volunteering for redundancy under the Policy and can thereby delay the implementation of change programmes.


9.
Changes to the Redundancy Policy as described in paragraph 6 above would also require matching amendment to the Retirement Policy.



Retirement Policy


10.
The Council’s position regarding flexible retirement applications under the Retirement Policy needs to be reviewed.  The recent introduction of a flexible retirement provision within the LGPS allows employees to access their pension benefits if they reduce their working week and/or grade of their work.  The current Retirement Policy does not set parameters or emphasise sufficiently that the scheme is an early retirement scheme to enable the employee to adjust to the impact of full retirement.  

11.
The flexible retirement scheme gives employees the potential to increase their annual income by taking a relatively small reduction in their grade or hours and simultaneously drawing their pension.  The aim of the flexible retirement scheme is to help employees into retirement, not to create an opportunity to make a substantial financial gain: annual income needs to be balanced, and the employee’s reduction in hours/grade should be reasonable and proportionate.   

Proposal 

12.
It is proposed that the Redeployment Policy is revised to provide an element of pay protection for employees redeployed on health, medical or disability grounds.  The protection period will be 3 years on a graduating basis, the first year being on full pay and years 2 and 3 a maximum of 2 and 1 grade(s) respectively.  This would allow an employee a year to plan for their revised financial situation and a further 2 years to reduce the full impact of the new pay position.  The new proposals are reflected in the revised table at Appendix 2 of this report.

13.
The difference between the financial benefits for voluntary and compulsory redundancy in the Redundancy Policy has created problems when seeking volunteers from employee groups not in the LGPS or unable to access their pension benefits.  To alleviate this problem it is proposed that the same financial package is offered for voluntary and compulsory redundancy, and that this reflects the current compulsory position of maximum 60 weeks actual pay calculated using the statutory redundancy pay table. The amendments to the Policy are shown at Appendix 3.

14.
It is proposed that the Retirement Policy is amended to reflect the revised redundancy payment policy, and to revise the paragraph relating to flexible retirement.  The flexible retirement paragraph has been expanded (see Appendix 4) to clarify what the Council will take into account when considering an application.  This will include the expectation that the employee’s retirement proposal includes a reduction in working week and/or grade that is sufficient to ensure that there is no significant increase in their annual income.  

Recommendations

15.
It is recommended that   Cabinet request that Council approve the proposed 
amendments to the Redeployment, Redundancy and Retirement Policies detailed 
in this report.


For the following reasons:



(i)
to introduce some pay protection for employees redeployed for health, medical or disability grounds;

(ii)
to harmonise the Council’s voluntary and compulsory redundancy packages;



and


(iii)
to be more explicit about the terms under which flexible retirement applications will be considered by the Council.

CONTACT:  Barry Steel     extension 2263
PLAN REF:  3516











APPENDIX 1


Policy Context 

1.
The proposed amendments to the Redeployment, Redundancy and Retirement Policies in this report revise and update the HR Framework to allow the Council to manage workforce matters in support of the objectives within Vision 2030 and the Corporate Plan.   


Background


2.
The three policies amended in this report are continually under review to ensure they are “fit for purpose” and support the Council’s approach to workforce matters. 


3.
The different voluntary and compulsory redundancy packages available within the Council’s Redundancy Policy can cause problems for the Council when managing workforce reductions.  The voluntary package has a facility to enhance the LGPS pension benefits for those employees who can retire under the scheme but is currently less favourable for those employees not in the LGPS or of pensionable age, for whom the redundancy payment is simply half that of compulsory.  This situation does not encourage these employees to put themselves forward when volunteers are being sought in a redundancy situation.  The voluntary redundancy package would require enhancement to increase the numbers of employee volunteers from this group.  It is considered that the voluntary scheme should be amended to reflect the compulsory package.


4.
The Council Redeployment Policy does not provide pay protection for employees redeployed on medical grounds.  Trade Union representatives from UNISON and GMB have requested that employees have their grade protected for a period of four years under these circumstances. Consideration has been given to the Trade Union request  that employees require some time to adjust to their new financial circumstances at a time when they may be faced with difficult health issues.  However, whilst some form of financial assistance may be of benefit during this transition, four years protection of actual pay is considered excessive.  A graduated reduction over a shorter period of time is proposed in this report as a more appropriate approach to that transition.

5.
There have been a small number of employees requesting Flexible Retirement under the revised Local Government Pension Scheme Regulations.  The Council’s Retirement Policy does not make it clear that the scheme is a transitional arrangement to full retirement and that it should not be seen as a means of increasing and employee’s annual income.  The terms under which an employee’s application for flexible retirement would be considered by the Council require clarification within the Policy, to emphasise the fact that it is a form of retirement.  The employee would require their proposed reduction in hours and/or grade to be proportionate and not put the employee in a significantly better position financially. 


Consultation


6.
The relevant Trade Unions have been consulted regarding the revisions to the three Policies in this report and there views taken in to account in the proposals.


  Alternative Options

7.
Continue to operate within the current Redundancy, Retirement and Redeployment Policies.  This approach is not recommended for the reasons given above.

  

Implications of Recommended Option 

8.
Financial Implications – The Strategic Director, Finance and ICT confirms that the Council is facing a challenging period of financial planning which will require some difficult decisions on the workforce.  These will result in an increasing need to apply the Redeployment, Redundancy and Retirement Policies.  This is reflected in the proposal in the Medium Term Financial Strategy to redirect resources to support the strategic management of the workforce.
9.
Risk Management Implication - There are no risk management implications arising from this report.

10.
Human Resources Implications   – The proposals in this report to revise the Redundancy Policy will ensure that the voluntary and compulsory redundancy packages will be calculated on the same basis for all employees (excluding Teachers).  The introduction of pay protection for employees redeployed to a lower graded post on medical grounds will help those employees make a more gradual transition to the new financial arrangement.

11.
Equality and Diversity Implications - The proposal to provide graduated pay 
protection for employees redeployed on medical grounds has positive implications 
for the Council’s approach under the DDA.  An equalities impact and needs 
assessment has been undertaken.
12.
Crime and Disorder Implications – There are no crime and disorder implications arising from this report.


13.
Health Implications – There are no health implications arising from this report.

14.
Sustainability Implications – There are no sustainability implications arising from this report.  

15.
Human Rights Implications - There are no human rights implications arising from this report.

16.
Area and Ward Implications - There are no area and ward implications arising from this report.


Background Information












Appendix 2

Extract from Redeployment Policy

Medical condition/ill health/disability

An employee will only be eligible for protection where a manager or HR Adviser receives a report from the Council’s Physician (not an OH Adviser) that formally recommends that the employee cannot remain in their existing job (even with ‘reasonable adjustments’) because of their medical condition, ill health or disability and therefore has to be redeployed.  Human Resources will, if necessary, discuss the report with the Physician to determine if this is the most appropriate route forward.  The Strategic Director, Legal and Corporate Services will have the final decision on whether the employee should be redeployed on medical/ill health/ disability grounds and hence qualifies for protection.

To re-iterate what the policy already states: This policy is not aimed at employees who wish to be redeployed simply because they are ‘unhappy’ in their current job.

The level of pay protection for employees redeployed because of a medical condition/ill health/disability is on a phased basis, starting from the implementation date of the change as stated in the contract of employment.

Full spinal column point (scp) protection is offered in the first year. Protection of no more than 2 grades is offered in the 2nd year and for no more than one grade in the 3rd year.  Protection ends at the end of the 3rd year.  See attached chart at Appendix C for examples on how this protection would work in practice.

Medical condition, ill health and disability cases - examples of pay protection:

	Example


	Current grade
	New grade
	Protection year 1
	Protection year 2
	Protection

Year 3

	1


	F
	D
	Grade F
	Grade F
	Grade E

	2


	G
	F
	Grade G
	Grade G
	Grade G

	3


	K
	J
	Grade K
	Grade K
	Grade K

	4


	L
	I
	Grade L
	Grade K
	Grade J

	5
	L
	F
	Grade L
	Grade H
	Grade G


For all examples, after the 1st year of spinal column point protection the employee will be protected at their existing spinal column point where their protection falls within their existing grade (e.g. example 2) or at the top of the grade where their new protection grade is lower than their current substantive grade (e.g. example 4). It is expected that the scenario in example 5 would be rare in terms of the reduction in salary, but this illustrates how it would be managed. 












Appendix 3

Extract from the Redundancy Policy

10.  Redundancy Payments

All redundancy payments made by the Council will be in accordance with Council policy.

To be entitled to a redundancy payment an employee must have at least two years continuous service.  All employees who receive redundancy payments will be given written notification of the way in which their redundancy payment has been calculated.

Redundancy payments are based on the statutory redundancy pay table and are subject to an employee’s age and length of service.  For each complete year of service, up to a maximum of 20, employees are entitled to:

· for each year of service under 22 years old – ½ a week's pay

· for each year of service at age 22 but under 41 - 1 week's pay 

· for each year of service at age 41 or over – 1½  weeks' pay. 

Employees aged over 65 will qualify for a redundancy payment if the reason for their dismissal is redundancy.  

The number of weeks’ pay an employee will be entitled to is based on age and length of service. Using the statutory redundancy pay table, redundancy payments are based on a maximum of 30 weeks pay.  See Redundancy Pay Table in Appendix B.  However, if an employee is selected for redundancy the Council will pay twice the amounts shown in the statutory redundancy pay table in Appendix B, therefore they will be entitled to up to 60 weeks pay, based on their actual weekly pay. 













Appendix 4

Extracts from the Retirement Policy

6.
Early Retirement on the grounds of Redundancy 

Proposals involving redundancy will be made where attempts to find alternative employment of a similar and appropriate type have been exhausted.  The same benefits and entitlements will be offered regardless of whether the redundancy retirement is ‘voluntary’ or ‘compulsory’.  For any proposals based on redundancy the Strategic Director, Legal and Corporate Services must confirm that a post is redundant and that this post is deleted from the establishment of the service.  

Where it is confirmed that these circumstances are met, accrued pension benefits under the LGPS are payable immediately.  In addition to the early release of accrued pension benefits, the employee will also be entitled to a redundancy payment.  This will be calculated by reference to the redundancy payment matrix under the Employment Rights Act 1996, as amended following implementation of the Employment Equality (Age) Regulations 2006.  This provides for a discretionary compensation payment based on up to 60 weeks statutory redundancy pay.  The Council will exercise its power to use actual pay in the calculation of weekly pay and the discretionary compensation would be inclusive of any statutory redundancy payment.  

Because the employee is being offered discretionary compensation (enhanced redundancy payment) they would not be entitled to augmentation (added years).

9.
Flexible Retirement 

Pensionable employees aged 50 (55 from 1 April 2010), can apply to reduce their hours and/or move to a lower graded post and, with the Council's consent, can receive their pension whilst remaining in employment and have the option of building up further benefits in the LGPS.  A member’s pension benefits may be reduced if paid before the age of 65, however the Council has the discretion to waive the reduction in certain circumstances.

An employee’s application for flexible Retirement will be considered in relation to the HR, financial and service delivery implications.  Annual income will be a factor in the approval process, the revised salary and pension benefits in the flexible retirement proposal should not result in a significant increase in comparison to the employee’s current salary.
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