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Full Council
Date: 22 July 2014
Title: Local Government Pension Scheme

Purpose of the Report | a) To note the changes to the scheme

Contact Officer: Morag Robinson, Administration Manager

Background

1. The Town Council is a member of the Local Government Pension Scheme (LGPS), where the
benefits paid are defined in legislation and therefore set out in law. There are set formulae and strict
regulations governing how benefits are calculated and paid.

2. This report explains the changes that were made to the Local Government Pension Scheme
Regulations, effective from 1 April 2008 and 1 April 2014, together with locally agreed rules that
were negotiated and agreed with Unison. It applies to all members of the Local Government
Pension as at 31 March 2014 and all those that were eligible to join the scheme under the new
scheme’s regulations.

3. All members of the scheme as at 31 March 2014 were automatically transferred into the new
scheme and any existing benefits accrued before April 2014 were not affected and keep their link to
final pay.

Main Changes

4. The main changes to the Local Government Pension Scheme (LGPS) from 1 April 2014 are;

i) Instead of a pension being based on the Final Salary a Career Average Revalued Earnings
(CARE) scheme will be the basis for calculating pension.

ii) The Consumer Price Index (CPI) not the Retail Price Index (RPI) will be the annual revaluation
factor.

iii) The annual accrual rate used will be 1/49ths and not 1/60ths unless members opt for the 50/50
section.

iv) Non contractual overtime and any other additional hours worked will now be pensionable.

V) Actual hours worked will be used to calculate part-time employees pensionable pay and not

whole time equivalent for setting the contribution rate.

Vi) The normal pension age will be the individual’'s state pension age (minimum 65 years).

Vii) Members (existing and new) are able to opt to pay 50% contributions for a 50% pension.

viii) Employees leaving with less than two years LGPS service are entitled to a refund of their
contributions. Previously refunds were restricted to a three months LGPS service. A person

opting out of the scheme within 3 months of starting can still have refund of contributions
through the payroll.
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iX) To qualify for a benefit a member now needs a minimum of two years in the scheme.

X) Employees are no longer subject to a general retirement date effective from 1 October 2011.
Employment will therefore continue until it is ended by either the employee giving notice or
action by the employer for a specific reason such as redundancy or dismissal for conduct or
capability reasons; or by mutual agreement by the employer and employee.

Employee Eligibility

5. To be eligible to join the LGPS an employee has to be under 75 years and will automatically be
enrolled in the scheme unless the contract of employment is for less than 3 months in which case an
employee can opt to join by completing an application form.

6. If an employee wants to opt out they have to complete an opt out form but only after they have
started their employment.

7. Where a new starter makes a written election to leave the LGPS the election must be must be
received by the council within three months of starting to be eligible for the employer to adjust
payroll and repay contributions.

8. Where employees with a contract for less than three months, which is subsequently extended they

will be enrolled in the LGPS (with the right to opt out) from the date of the contract extension,
although there is no facility to backdate their membership to their first day of employment.

Contribution Rates

9. From 1 April 2014 the contribution rates changed and also now an employee’s contribution rate is
based on actual salary including non-contractual overtime and additional hours worked.

Band Actual Pay
Contribution Rate
Up to £13,500

1 5.5%
2 £13,501. - £21,000 5.8%
3 £21,001 - £34,000 6.5%
4 £34,001 - £43,000 6.8%
5 £43,001 - £60,000 8.5%
6 £60,001 - £85,000 9.9%
7 £85,001 - £100,000 10.5%
8 £100,001 - £150,000 11.4%
9 £150,001 or more 12.5%

10. The majority of the Council’'s employees have a fixed salary but for some there is an element of
undetermined overtime. The Council will use data on remuneration levels from the previous year to
determine an employee’s contribution rate from 1% April each year with a review at six months to
assess whether an adjustment, either up or down, will be required before the year end.
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11. Where there is a change of job, the contribution rate will be assessed on the new salary and
effective from the date of change. A salary increase in the same post will result in a revised
assessment for that year.

12. For new employees an assessment will be made on actual pensionable pay including any non-
contractual overtime. All elements of pensionable pay will be made on the contract of employment.

Appeals

13. If an employee feels that their contribution rate has not been assessed correctly the employee will
be able to request a breakdown of the assessment no later than 31 March in the year in which their
assessed contribution relates, or 3 months following any change, whichever is appropriate. If the
employee challenges the assessment, the complaint will be referred to the Personnel Committee.

14. If a complaint cannot be resolved satisfactorily then the employee can use the Adjudicator at the

administering authority within six months of the Personnel Committee’s decision to undertake a
further review of this decision.

Employers Discretions

15. The Local Government Pension Scheme Regulations 2013 require that an employer must have a
policy statement on a number of Statutory Discretions. These statements are laid out in the
Pension Discretions Policy as Agenda Item 17b.

Recommendation that:

i) The changes to the Local Government Pension Scheme be noted.
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