1.
BACKGROUND
1.1
Members will be aware of recent revisions to the Local Government Pension Scheme (LGPS) Regulations that now require changes to Council policy.  These relate to the continuation of the “85-year rule”
 and the new discretion for employers to consent to flexible retirement. 

1.2 
In addition, the special provisions available to local government employers to make discretionary payments to employees whose employment has been terminated early, either on the grounds of redundancy, in the interests of the efficient exercise of the employer's

functions or upon the cessation of a joint appointment have been amended to comply with the Employment Equality (Age) Regulations, which came into force on 1 October 2006.

2.
DISCRETIONARY COMPENSATION PROVISIONS

2.1
In summary, the powers previously available to local authorities to compensate employees under The Local Government (Early Termination of Employment) (Discretionary Compensation) (England and Wales) Regulations were:

· the discretionary power to remove the weekly pay ceiling placed on statutory redundancy payments under the Employment Rights Act and to calculate, instead, on pay up to the actual week's pay

· the discretionary power to award a one-off lump sum payment of up to 66 weeks' pay, based on a service and age-related formula

· the discretionary power to award up to 10 added years on top of the benefits payable under the Local Government Pension Scheme (LGPS) for eligible employees aged 50 or over and under 65.

2.2 In summary, the new Regulations:

· retain the discretionary power to waive the weekly pay ceiling placed on statutory  redundancy payments and to calculate, instead, on pay up to the actual week's pay

· provide a discretionary power to award a one-off lump sum payment of up to, but not exceeding, two years' pay (104 weeks), inclusive of any redundancy payment made

· remove the power to award added years (although additional membership can still be awarded through the augmentation provisions in the LGPS).

2.3 The amount of compensation is no longer based upon a pre-determined age and service-related formula but, instead, gives the employing authority the discretion to decide, within 6 months of a person's termination, to make a lump sum compensation payment up to a maximum of 104 weeks' pay based on actual pay at the termination date (as opposed to pay at the calculation date as used for statutory redundancy payment purposes).

2.4 The provision to allow the award of compensatory added years has been removed. However, it is still possible to increase an employee’s membership in the LGPS by using the augmentation provisions in regulation 52 of the LGPS Regulations 1997.  The total amount of augmented membership that can be given cannot exceed the shorter of 6⅔ years or the shortfall up to scheme membership at age 65.

3. REVISED POLICY ARRANGEMENTS

3.1
The attached policy has been prepared to ensure that decisions are taken in accordance with employment legislation and the Local Government Pension Scheme (LGPS) Regulations and with full regard to achieving solutions that are workable, affordable and reasonable and take account of the foreseeable costs.

3.2 The policy provides a consistent approach to be adopted for instances of early retirement and redundancy and also provides policy guidance to deal with the newly introduced LGPS regulation that allows for requests for flexible retirement to be considered.  

4.
TRANSITIONAL PROTECTION

4.1 The regulations contain transitional provisions to provide protection of benefits for existing LGPS members based on age and membership as a consequence of the removal of the 85-year rule.

4.2 There are also transitional provisions to the end of the current 2006/7 financial year to allow employers to honour VER commitments given prior to the 1 October changes for terminations taking place up to 31 March 2007.

5.
CONCLUSION AND RECOMMENDATION

5.1 The revised policy is compliant with the LGPS Regulations, the Employment Equality (Age) Regulations and has regard to ensuring that the provisions of the policy may not lead to a serious loss of confidence in the public service.

5.2 Members are requested to approve the revised policy with immediate effect.

� The 85-year rule is currently to assess whether or not there should be a reduction in pension benefits, calculated by adding together the age of retirement and membership of the scheme. If the score is less than 85, benefits are reduced accordingly.








