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Summary:

· Recent legislative changes have necessitated the City Council reviewing its policies on the payment of pension benefits. Where an employee requests flexible retirement the employer must respond but the regulations allow the Employing Authority to set their own terms for consenting to such requests. The Council needs a policy on Flexible Retirement that contains these terms. At present we do not have such a policy.

· Before presenting its recommendations for a Flexible Retirement Policy to a future meeting of the Employment Panel, the Senior Management Team (SMT) wishes to advise Members of the issues and potential options it is currently considering, in what is a complex area. SMT also seeks the views of Members so as to inform its deliberations.

Recommendations:

· note progress with the proposed Flexible Retirement Policy 

· offer comments to officers so as to inform this Policy

· note that consultation with trades unions and employees has begun

· agree the proposed process for arriving at an agreed Policy.
Contact Officer:
David Williams
Ext:
7082

Developing a Flexible Retirement Policy – Progress Report




1.       Background

1.1
Recent legislative changes have necessitated the City Council reviewing its policies on the payment of pension benefits. Where an employee requests flexible retirement the employer must respond but the regulations allow the Employing Authority to set their own terms for consenting to such requests. The Council needs a policy on Flexible Retirement that contains these terms. At present we do not have such a policy.

1.2 Carlisle City Council now needs to agree such a policy.

1.3 Before presenting its recommendations for a Flexible Retirement Policy to a future meeting of the Employment Panel, the Senior Management Team (SMT) wishes to advise Members of the issues and potential options it is currently considering, in what is a complex area. SMT would also welcome the views of Members so as to inform its deliberations.

1.4 A Glossary of Terms is provided in the appendix.

2. Benefits for both employer and employee

2.1      Flexible Retirement can be a useful tool to support change management and/or provide employees with a way to achieve an acceptable work/life balance.  Benefits of flexible retirement include:

· Assist  reduce capacity if required, and help avoid redundancies (and associated costs)

· Help achieve and retain a balanced age profile within the workforce

· Aid retention of required skills/knowledge/experience and enable transfer of skills/knowledge for when the employee does fully retire

· Offer an acceptable solution to staff who are currently a blockage to promotion or re-organisation

· Help alleviate ‘burn out’ and ‘stress’; improve morale

· May assist a return to work after a medical related absence where ill health retirement is not appropriate

· Assist employees to ease into retirement: to make a gradual adjustment to full retirement. 

2.2
It is acknowledged that the terms agreed for individuals requesting Flexible Retirement should be those that are in the interests of the Council. 

3.        Costs

3.1 There will be costs associated with Flexible Retirement :

· If the employee is under 60 years and already meets the ’85 year rule’ (see appendix) or would have met it by age 60 years there will be the cost of paying the pension benefits early. The costs can be paid for as a one off sum or over five years.

· If the employee would suffer a reduction in pension because of their age/service when they drew their pension, and the Council agreed to waive it in whole or in part, then we would need to pay this cost. Whether or not to waive this reduction would be an issue addressed by the policy.

4.        Issues to consider

4.1      Restrictions which we may wish to consider including in our policy:

· Whether or not to specify a minimum reduction in hours/grade. Legislation does not specify any limits and so technically a reduction of one hour per week would qualify for flexible retirement. However, as there would be costs involved, we may wish to specify a minimum reduction

· Whether or not Flexible Retirement will only be granted where the reduction occurs in the same job or whether they can have that facility if they move to a job elsewhere in the Council on less hours/pay

· Whether or not we require an employee to commit to remaining in our employment for a minimum period once Flexible Retirement is granted to prevent employees using it as a mechanism to secure early release of their pension benefits.  In reality this will be hard to enforce in most cases

· Whether or not we wish to limit the combined salary and pension to the same level as the employee earned prior to taking flexible retirement. In reality this will not be easy to enforce

· The impact of the requirements placed on the LGPS as a result of being contracted out of the State Second Pension which may have the effect of increasing the pension at a later date to meet these requirements

· Decide whether or not we will waive, in whole or in part, any reduction in pension to the employee because they are drawing it early (see 3.1 above).

5.
Risk management

5.1
The key risks to this policy lie with the charge that we could be misusing public funds or that we are discriminating on grounds of age (age discrimination is now unlawful unless objectively justified).

5.2
The authority to grant Flexible Retirement will rest with senior management and therefore costs can be controlled.  This minimises the risk of challenge on the grounds of not using public funds wisely.  We would be required to pay for early release of pension benefits as a one off sum or over five years.

5.3
Provided that decisions are made on objective grounds (of which cost will only be one part) the risk of challenge on the grounds of age should be minimal.  

6.        Recommendations

6.1 It is important that the Council adopts a policy on Flexible Retirement as quickly as possible as until this happens we will not be fully in compliance with the law nor are we able to respond to such requests from our employees. 

6.2 However it is equally important that such a Policy is adopted only after a full consideration of the issues and that employees and their representatives are consulted as part of this process.

6.3 The Employment Panel are therefore asked to:

· note progress with the proposed Flexible Retirement Policy 

· offer comments to officers so as to inform this Policy

· note that consultation with trades unions and employees  has begun

· agree the proposed process for arriving at an agreed policy as shown in 7 below.

7. Process

7.1 The Head of Personnel and Development Services and the Corporate Director of Corporate Services will draw up a draft Policy for consideration by SMT during July. This will be done in conjunction with a proposed approach to the payment of pension benefits in cases of redundancy and early release in the interests of efficiency. The need to address these issues has also arisen as a result of recent legislative changes.

7.2 Discussion with trade unions will continue following an initial meeting held on 18 June with a view to gaining agreement of a Policy at the Corporate Joint Consultative Committee scheduled for 15 August (subject to approval by Members). 

7.3 A draft Policy recommended by SMT will be presented to Employment Panel around this time (date tba). The Panel will be asked at this point to recommend a Policy to Council.

7.4 This will go before Executive on 28 September for information.

7.5 Council will consider the Employment Panel’s recommendation for a Policy on Flexible Retirement at its meeting scheduled for 11 September 2007 with a view to adopting it formally. It is intended that it will also be asked at the same time to approve your recommendations in relation to the payment of pension benefits in cases of redundancy and early release in the interests of efficiency.

Appendix

Glossary of Terms

Employing Authority: Each council with employees in the LGPS

Administering Authority:
   The Authority that administers the pension scheme for each employer within the Scheme.  Cumbria County Council are the Administering Authority for Carlisle City Council.  

The rule of 85:
This facility allows members between the age of 50 and 60 to apply for early retirement under the “rule of 85” if their service (in whole years) and their age (in whole years) adds up to 85. However, as in all cases of early retirement the employer must make restitution to the Pension Fund for early payment of benefits. Therefore all applications for payment of retirement benefits under this provision will be considered on an individual basis and normally will only be approved if it can be demonstrated to be in the employers’ interest to do so. It should be noted that this facility does not replace the Early Retirement and Voluntary Redundancy Schemes. It is merely an additional provision.

