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Summary:
Recent legislative changes have necessitated the City Council reviewing its policies on compensatory payments in cases of redundancy and early release in the interests of efficiency of the service (ERS). This is being overseen by the Employment Panel.

At its meeting of 1 October 2007, the Employment Panel discussed various options for making compensatory payments to employees who lose their job due to redundancy or ERS.  The Panel asked Officers to develop and cost a policy whereby compensatory payments will be based on multipliers of the statutory redundancy calculator (which takes account of age and service with the employer, and which is still a legal means of determining such payments).

Any policy adopted will have financial implications and this report allows the Executive to have their views considered by the Employment Panel.

Recommendations:
The Executive comments on the proposals and policy for these to be incorporated into the final report to the Employment Panel. 

Contact Officer:
Jean Cross
Ext:
7081

1. BACKGROUND INFORMATION AND OPTIONS

1.1
Recent legislative changes have necessitated the City Council reviewing its policies on compensatory payments in cases of redundancy and early release in the interests of efficiency of the service (ERS).  This is being overseen by the Employment Panel.

1.2 At its meeting on 1st October 2007, the Employment Panel discussed various options for making compensatory payments to employees who lose their jobs through redundancy or ERS and instructed Officers to develop a policy whereby payments made are based on the statutory redundancy calculator (which takes account of age and service and which is still legal).  

1.3 Any policy adopted will have financial implications and this report allows the Executive  to have their views considered by the Employment Panel.

1.4 Appendices 1 – 4 provide a glossary of terms, details of the other discretions we need to adopt or continue, details of the Administering Authority discretions (for completeness) and a draft of the proposed policy. 

2 PROPOSED POLICY

2.1 Redundancy and Voluntary Redundancy
· Redundancy payments will be based on actual pay where this exceeds the statutory maximum 

· The Council make redundancy payments of 2.5 times the statutory minimum

· Employees who are members of the Local Government Pension Scheme (LGPS) will be given the choice of either taking all of the money as a payment or asking the Council to use some or all of the amount above the statutory entitlement  in order to augment their pension service, subject to any restrictions imposed by the LGPS legislation

· Employees who are not members of the Local Government Pension Scheme will receive the enhanced redundancy payment

· A redundancy payment will not be made to an employee who unreasonably refuses offers of suitable alternative employment.

2.2 Early Release in the Interests of Efficiency (ERS)
· The Council will adopt the discretion to make a compensatory payment to an employee who leaves the Council for ERS of an amount equal to 1.5 times the statutory redundancy calculator.

· Each instance of ERS will be examined on its own merits.  Compensatory payments will not normally be made unless there is a strong case for doing so.

· Where a compensatory payment is made it will be based on the employee’s actual salary where this exceeds the statutory maximum.

· A compensatory payment will not be made to an employee who unreasonably refuses offers of suitable alternative employment.

· The decision on whether or not to agree to release an employee under ERS and whether or not to award a discretionary compensatory payment will rest with the Staffing Forum in liaison with the Director concerned.

· There will be an appeal process for employees not satisfied with the Staffing Forum’s decision.  It will be heard by the Chief Executive with a second appeal available to be heard by the Employment Panel.

2.3 Other Areas of Discretion available to employing authorities

The Local Government Pension legislation has a number of other discretionary areas on which Employing Authorities (i.e. Carlisle City Council) have to determine and publish a policy.  They are listed in Appendix 2 and the proposal is to adopt or, where we have previously already adopted them, continue with them.  They are unlikely to be onerous, or costly. 

3 POTENTIAL COSTS

3.1
Potential costs will vary depending on the personal circumstances of each employee involved.  It will also vary according to the number of redundancies and those leaving at the end of their fixed term contracts.   Some specific examples have been worked up to provide an indication of potential costs.  However these should be viewed with caution because it is impossible to give an all embracing prediction of costs.

3.2 During the five years April 2002 – March 2007 we made eight people redundant and did not renew the fixed term contracts of two employees with over two years service (the point at which redundancy becomes payable).  If we had applied the proposed policy to these employees the costs would have been £264, 602.  Costs under the existing policy were £270,186

3.3 Also, for illustrative purposes, if we take a specific example of a manager and a supervisor, both in their mid 50s, both with over n35 years of service, one earning a salary in the mid £20,000 range and one in the mid £30,000 range, it would have cost £66,474 under the existing policy and £78,420 under the proposed policy.

4 CONSULTATION

4.1 Consultation to date
· Initial discussions have taken place with the Trades Unions and their preference is for a policy which gives employees a choice of an ‘up front’ payment or  additional pension service, depending on their personal preferences.

· SMT have been consulted and their views incorporated into the policy.

· Employees consultation is taking place at present.

· A specialist in the Local Government Pension Scheme has attended a meeting of the Employment Panel to provide advice and inform their recommendations.  Members of the Executive, SMT and representatives of the Trades Unions were invited to attend.

4.2
Consultation Proposed

· Further consultation is being carried out with Trades Unions and any significant views will be made available to the Employment Panel at their meeting.

5 RECOMMENDATIONS

The Executive comment on the proposed policy to enable their views to be included in the final report to the Employment Panel.

6 REASONS FOR PROPOSED POLICY

6.1 The proposed policy strikes a balance between making fair and reasonable recompense to employees who lose their job and being prudent with public money.

6.2 It meets the requirements of the recent legislation and poses minimal risk of successful litigation on equality grounds.

7 IMPLICATIONS

· Staffing/Resources – The proposed policy will not take any more resources to administer than our previous policy. 

· Financial  – As shown in paragraph 3 above, it is impossible to give a definitive answer as to the likely costs of the new policy as it will depend on the relative circumstances of each case.  However, in the first example, which covers eight cases of redundancy and two of non-contract renewal, the difference between the costs of the current policy and the proposed one is relatively modest.  One of the guiding principles of the proposed policy is the need to properly account for public money and financial considerations would, where appropriate, always be a factor in considering applications from employees under the policy.

· Legal – "Whilst matters relating to superannuation and terms and conditions of employment are not Executive functions and are therefore being processed through the Employment Panel and full Council, it is approprite that the Executive have an opportunity to comment on the draft policy from the perspective of any impact which it may have on the Council's overall budgetary position. "

· Corporate – The policy proposed will enable the Council to manage change as and when it is required to.  It has been designed to strike a balance between giving employees a fair compensation for loss of job and spending public money wisely.

· Risk Management – The policy proposed has been designed to have minimum risk to the Council.

· Equality and Disability – The proposed policy supports equality and diversity and is applied to all employees.

· Environmental – Not applicable.

· Crime and Disorder – Not applicable.

· Impact on Customers – No direct impact on customers.  There is an indirect potentially positive impact in that a fair early release policy would allow necessary organisational changes to be implemented more easily.

– 

Appendix 1

Glossary of Terms

Augmentation
Additional years of pensionable service can be purchased for the employee at any time while they are in the Council’s employment. 

Added Years (current policy)
The employee is credited with a period of notional additional pension service.  The employer was able to award this as part of the severance package for employees aged 50 years or more and who were in the Local Government Pension Scheme.  

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.  

Discretions
The Local Government Pension Scheme Regulations 1997 prescribe statutory features e.g. how the pension is calculated, employee contribution rate etc. In addition, the Regulations provide for discretions that can be exercised.  There are two categories of discretions  – those which the administering authority can make and those which the employing authority can exercise.  Discretions have to be determined and published before they can be exercised.

Similarly, the Local Government (Early Termination of Employment) (Discretionary Compensation) (England and Wales) regulations 2006 provide for discretionary power to base redundancy payments on an actual weeks pay (where this exceeds the statutory weeks’ pay limit).  It also allows the authority to make a lump sum compensation payment of up to 104 weeks pay (inclusive on any redundancy payment) where termination is on the grounds of efficiency.

Although the Local Government (Early Termination of Employment) (Discretionary Compensation) (England and Wales) Regulations 2000 have been revoked, they still apply to any Compensatory Added Years previously awarded by the Council and there are various discretions that the Council must have a policy on in relation to those awards of Compensatory Added years.  

Discretions have to be determined and published before they can be exercised.

Paying for discretionary aspects
Added Years (current policy).  The cost of the added years in respect of the lump sum is paid by the employer to the administering authority, at the time the employee leaves (redundancy or ERS).  The cost of added years in respect of the monthly pension is paid by the employing authority every year for the life of that pension.  For purposes of illustrations given in this report, a life expectancy of 70 years for men and 73 years for women has been assumed.

Augmentation.  The cost of this is paid as a one-off payment at the time the additional service is purchased.

Compensation payment.  These have to be paid at the time the redundancy takes place.

Statutory minimum payment (redundancy)
The government has capped the level of earnings that employers use to calculate redundancy payments.  Where earnings are higher than this the employer has a choice of whether to use this limit or to use a higher figure e.g. use actual earnings.  Currently the statutory minimum is £310 per week.

The 2000 Compensation Regulations
Local Government (Early Termination of Employment) (Discretionary Compensation) (England and Wales) Regulations 2000.  These are now revoked.

The 2006 Compensation Regulations
Local Government (Early Termination of Employment) (Discretionary Compensation) (England and Wales) Regulations 2006

Appendix 2

Other Discretions to be adopted by Carlisle City Council

(i) The Council will apportion any surviving spouse's annual compensatory added years where the deceased person is survived by more than one spouse in such proportions as, at its sole discretion, it sees fit (based on the merits of the individual cases)

(ii) The Council will reduce a person's annual compensatory added years payment following the cessation of a period of re-employment in local government (see note below) to the extent necessary to secure that if:

· the period of compensatory added years granted in respect of the former employment,

plus 

· the period of membership the person has accrued in the LGPS (or would have accrued had he / she joined the scheme) during the period of re-employment in local government, counted at its part-time length, if the person was part-time,

exceeds 

· the period of membership the person would have accrued during the period from the cessation of the former employment until age 65 on the assumption that he / she had continued in that former employment to age 65 (again counted at its part-time length if the person was part-time at the date of cessation of the former employment), 

then

· the annual pension and lump sum from the first job combined with the annual pension and lump sum from the second job (based on the assumption that the employee joined the LGPS at the first opportunity), plus the annual compensation and lump sum compensation, shall not in aggregate exceed the pension and lump sum the person would have achieved if he / she had remained in the first job through to age 65.           

Where there is an excess, the annual compensation will be reduced by the excess pension, and the resulting reduced basic annual compensation will then be suspended until the excess lump sum is recovered.   

In determining the benefits the employee could have achieved had he / she remained in the first employment through to age 65 it will be necessary to determine the pensionable pay to be used in the calculation. For this purpose, the pensionable pay figure used in the calculation of the pension benefits in the first job will be used as brought up to date by increasing it in line with the Retail Prices Index.  

If a person has been awarded more than one previous period of compensatory added years, e.g. as a result of being made redundant more than once, the abatement/clawback provisions are modified. In such a case, the rules under the former Local Government (Discretionary Payments) Regulations 1996 will be applied where a person ceases a period of re-employment in local government and has previously been granted more than one period of compensatory added years, but using the pay in the first job as increased in line with inflation (i.e. ignoring regulations 18(5)(a)(ii), 18(6) and 18(7) of the Local Government (Discretionary Payments) Regulations 1996).

Note: 'local government' means employment with an employer who offers membership of the LGPS to its employees, regardless of whether or not the employee chooses to join the LGPS (except where the employer is an Admitted Body). Technically, an employee of an Admitted Body (i.e. a body that has applied to the administering authority to allow its employees to join the LGPS and has entered into a formal admission agreement) is only employed in 'local government' if he / she is a member of the LGPS.

(v)
Widowers Pensions:
The City Council will pay female spouses pensions in respect of active members of the Local Government Pension Scheme on 1 April 1998 by counting service between 1972 and 1988.
(vi)
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.

(vii)
Shared cost additional voluntary contribution arrangement:
The City Council has determined that in the current financial climate it will NOT offer employees who contribute to the Local Government Pension Scheme, shared cost AVC arrangements. That is, the City Council will not contribute to any additional voluntary contribution contract on behalf of an employee, but this does not prevent employees taking out an AVC arrangement and contributing in their own right.

(viii)
Optional contributions during absence:
Applications to pay contributions for absence due to a trade dispute must be made in writing by the employee within 30 days of the date of return to normal work or the date employment is terminated if earlier. (although this period can be extended at the employer’s discretion, it will only be done so in exceptional circumstances).

(ix)
Regulation 32 combining benefits:
A member must elect within 12 months of rejoining the scheme to amalgamate previous service.  The limit will only be extended in exceptional circumstances. 

Appendix 3


CUMBRIA LOCAL GOVERNMENT PENSION SCHEME, ADMINISTERING AUTHORITY DISCRETIONS (CUMBRIA COUNTY COUNCIL)

The Local Government Pension Scheme Regulations 1997 and the Local Government (Discretionary Payment) Regulations 1999 require each administering authority and scheme employer to publicise a statement of policy on how certain discretions available under the above regulations will be used. This statement details the policies adopted by Cumbria County Council, as both administering authority and employing authority. 

a) 
Spouses Pension Payable For Life: The County Council will not differentiate between retirements that took place before or after 1 April 1998 with regard to the continued payment of a widows or widowers pension where the recipient remarries. In all such cases the pension will NOT be terminated as a result of remarriage (or cohabitation). The pension will therefore be payable for the lifetime of the recipient. (Regulation 21 of Schedule 3 of the Transitional Provisions Regulations)
b) 
Re-Employed Pensioners: During any period of re-employment, which could be classed as pensionable within the Local Government Pension Scheme, the earnings of a person, plus their pension, should not exceed the pensionable earnings (over a comparable period) of their previous employment. If they do exceed the previous earnings (indexed linked where appropriate) then their pension will be reduced (or suspended, if necessary) by the excess. (Regulation 109 of the 1997 Regulations). 

c)
An administering authority may enter into an admission agreement with a suitable body.

d)
The administering authority may specify the intervals at which employees make contributions – these will continue to be deducted at source via the payroll.

e)
Where a contributor dies the administering authority will select the remuneration most beneficial to the estate on which to determine benefits.

f)
Where a contributor dies and a protection of earnings certificate would have been beneficial the administering authority will request that the employer issue one to ensure beneficiary’s benefits are protected.

g)
The administering authority has the discretion to decide who receives any death grant however, as most people complete death nomination forms this discretion 
would only be exercised in consultation with Legal Services where doubt occurred. Where no nomination form has been completed the Administering Authority may require letters of administration before payment is made.

h)
Where the child of a deceased member reaches the age of 17 years the administering authority may continue to pay the pension beyond that age if the child remains in full time education or vocational training. The authority may also decide to reinstate a child’s pension after a break if the child returns to full time education or training. Such cases will be dealt with on an individual basis and judged on its own merits.

i)
Where a deceased member leaves more than one eligible child the administering authority will proportion the dependant’s benefits between all the children.

j)
If a pension in a member’s own right is less than £ 195 per annum (and they are over state pension age) or a dependent’s pension is less than £ 260 per annum the administering authority may compound the pension to a single one off lump sum payment subject to HM Revenue and Customs.

k)
When a member is certified exceptionally ill the administering authority can compound the pension and pay a lump sum equal to five times the annual pension.

l)
The administering authority may accept a transfer of monies within twelve months of entry to the scheme, to purchase service credits within the scheme. This time limit may be extended in exceptional circumstances.

(Regulation 121 of the 1997 Regulations)

m)
Purchase of additional service: Any member wishing to take out a contract to purchase additional service in the scheme may be required to undergo a medical at their own expense (Regulation 55 of the 1997 regulations).

n)
The Administering Authority shall not require a minimum contribution to an additional voluntary contribution arrangement (Regulation 60 of the 1997 Regulations).

o)
The Administering Authority shall require an adjustment to an employer’s contribution rate, by additional payment, where it appears to the Administering Authority to be justified, taking account of actuarial advice and all relevant circumstances relating to that Employer, specifically any conditions contained in the rates and adjustments certificate issued at the last valuation of the Fund (Regulation 78 of the 1997 Regulations).

p)
The Administering Authority shall require contributions to be paid by the Employer to the Fund on or before the 19th of the month following the month in which deduction of the contributions fell due. If the 19th of the month is a non-banking day then payment should be made by the last banking day preceding the 19th (regulation 81 of the 1997 regulations).

q)
Unless, in its opinion, the circumstances of a particular payment are such that it would not be appropriate to levy interest, the Administering Authority will levy interest in all cases where payment is made one month or more after the due date, or, in the case of contributions income, after the 19th of the month following the month in which deduction of the contributions fell due. Interest will be calculated at one per cent above base rate on a day for day basis, from the date due to the date of payment and compounded with three-monthly rests (Regulation 82 of the 1997 Regulations).

r)
The Administering Authority shall allow an extension to the time limit to make a lump sum payment to complete a contract to purchase additional service on termination of employment only where such an extension is required through no fault of the member (Regulations 83 of the 1997 Regulations).

s)
The Administering Authority shall not charge for work performed associated with the calculation of the membership credit for Additional Voluntary Contributions transfer into the Fund.

t)
Where an employer makes a payment in respect of a contributions   equivalent premium that sum will be repaid from the administering authority (Regulation 92 of the 1997 Regulations).

u)
The Administering Authority shall require that any decision made under Regulations 27 or 31 regarding ill health will be made by an appropriately qualified medical practitioner who has been approved for that purpose by the Administering Authority (Regulation 97 of the Miscellaneous Provisions Regulations 1999).

v) The Administering Authority will, in all outwards transfer cases, pay a contributions equivalent premium where there is an option to make such a payment and will not retain such an amount in the Fund (Regulation 118 of the 1997 Regulations).

Appendix 4:
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CARLISLE CITY COUNCIL

REDUNDANCY AND EARLY RELEASE

POLICY, GUIDANCE AND PROCEDURES

INTRODUCTION
We live in a world that is constantly changing and Local Government and Carlisle City Council is no different from any other organisation in this respect.  Changes are brought about because of government initiatives, different demands for services, financial pressures, new ways of working.  Sometimes changes can result in jobs disappearing or being substantially changed.  It is important  that anyone unfortunate enough to be made redundant can benefit from a fair and transparent severance package .  Equally, because we are a public sector organisation, we need to be seen to be using public money wisely.  Legislation places limits on what can be paid and any policy on severance packages must take account of this.

Legislation covering the Local Government Pensions Scheme and the Employment Rights Act govern compensation payable for loss of employment.  Some provisions are fixed while others are discretionary and may be applied in line with any policy drawn up by the Council.  This policy and associated procedures and guidance detail the redundancy and early release schemes, their operation and how they will be applied.

CARLISLE CITY COUNCIL

PART 1

REDUNDANCY AND EARLY RELEASE SCHEMES

POLICY 

1 Purpose

To detail the early release schemes available and how the Council will use the discretion it has under Local Government Pension Scheme legislation to make enhanced payment to employees who leave through redundancy and Early Release in the Interests of Efficiency.

2
Aim

To achieve a balance between enhancing payments to employees who are made redundant and the need to spend public money wisely.


To enable the Council to use the discretions it has under Local Government Pensions legislation to make enhanced payments in a non-discriminatory manner.

3
Scope 

This policy applies to all employees of Carlisle City Council.
4 Definitions

4.1 Redundancy
This occurs when a dismissal is wholly or mainly due to actual or intended cessation or reduction of:

· the service
or

· requirement for the employee’s work – both generally or in a particular place  or

· the requirements of the Council for employees to carry out work of a particular kind or carry out work of a particular kind in the place where the employee is/was employed.

4.2
Voluntary Redundancy


Similar to redundancy as defined in 4.1 above, but in this case the employee has volunteered for redundancy even though their own position is not at risk, but by taking redundancy will prevent another employee being made compulsorily redundant.  Further details of this are given in the Council’s Redundancy Selection Policy and Procedures.

4.3
Early Retirement in the Interests of Efficiency

There may be occasions when there is not a redundancy situation, but where the retirement of an employee would allow for cost savings and/or organisational efficiencies.  In such cases the employee may request ‘early retirement in the interests of efficiency’.  

4.4
Retirement under the ’85 year rule’

This facility is being phased out from the local government pension Scheme (see guidance in Section 2, paragraph 3)

For those employees who fall within the transitional arrangements, this facility allows those whose age and pensionable service adds up to 85 years or more to be allowed to retire with no reduction in pension benefits.  Where employees are aged under 60 years, Council approval is required as there will be a cost attached to this.

4.5 Ill-health early retirement

This occurs when an employee’s health deteriorates to such an extent that they are incapable of carrying out their job or any other job by their normal retirement age, for medical reasons that are expected to last until at least age 65 years.  Any agreement to allow an employee ill health early retirement must be based on an assessment by an independent physician appointed by the Local Government Pension Scheme administrators.  Details of this scheme can be found in the Council’s policy on ‘Attendance management: Sickness Absence’.

4.6 Early retirement for other reasons
Employees who wish to retire and are over 60 years but who do not qualify for any of the above schemes, are able to do so, but they should be aware that their pension benefits will be reduced.

5 Policy

5.1
Redundancy and Voluntary Redundancy
5.1.1 Full consultation will take place and the Council’s Redundancy and Selection procedures, will be applied.

5.1.2 Redundancy payments will be based on actual salary, where this exceeds the statutory limit.

5.1.3 The Council will make an enhanced redundancy payment totalling 2.5 times (including the statutory redundancy payment) the statutory amount.

5.1.4 Employees who are members of the Local Government Pension Scheme (LGPS) will have the option to ask the Authority to convert some or all of that part of the payment which exceeds the statutory redundancy payment into augmented pension subject to the LGPS rules. 

5.1.5 Employees made redundant and who are eligible for immediate pension benefits  (see guidance part 2, paragraph 1) will receive them.

5.1.6 Redundancy payments and, if relevant, immediate pension benefits will not be paid if an employee unreasonably refuses an offer of alternative employment.

5.2 Early retirement in the Interests of Efficiency (ERS)
5.2.1 The Council will consider requests from employees to retire early on the grounds of efficiency.

5.2.2 Any decision to all an ERS retirement will be made in light of the operating interests of the Council.

5.2.3 The Council may make a compensatory payment to any employee who leaves on the grounds of efficiency of up to 1.5 times the amount of statutory redundancy payment.  However, it will not normally do so, and all cases will be considered on a case by case basis and the decision taken in the light of the relevant circumstances at the time.

5.2.4 If a compensatory payment is made, the employee will have the option to ask the council to convert all or part of it into additional pension service, subject to LGPS rules.      

5.2.5 Employees made redundant and who are eligible for immediate pension benefits  (see guidance part 2, para 1) will receive them.

5.3 Retirement under the ’85 year rule’
5.3.1 Employees who eligible to retire under the ‘85 year rule’ and who have not yet reached the age of 60 years may make a request to be allowed to do so.

5.3.2 All requests will considered on a case by case basis and made in the light of the best operating interests of the Council.

6 Responsibilities

6.1
Directors are responsible for:

· Ensuring that adequate consultation takes place when redundancies are likely

· Declaring redundancies

· Receiving requests for ERS from employees and making a recommendation on whether or not to accept the request

· Receiving requests for retirement under the ’85 year rule’ where the employee is under 60 years old and making a recommendation on whether or not to agree to it.

6.2 Managers are responsible for:

· Carrying out consultation

· Bringing suitable vacancies to the attention of the employee and allowing them time off with pay, and use of resources, to carry out job search activities

6.3 Employees are responsible for:

· Co-operating with any redeployment activities designed to assist them obtain suitable redeployment

6.4
Personnel and Development  Services are responsible for:

· Providing costs of redundancy  and early payment of pension benefits

· Obtaining pension estimates for employee

· Co-ordinating re-deployment activities
6.5
Staffing Forum

· Making agreeing ERS retirements (with or without a discretionary compensatory payment) and retirements under the ’85 year rule’ where the employee is aged u under 60 years.

7 Links to Other Policies

· Redundancy Selection Procedures

· Redeployment

· Flexible Retirement

· Managing Attendance: Sickness Absence

8 Responsibility for this Policy

This policy is the responsibility of the Head of Personnel and Development Services.  Any query relating to the policy or its interpretation should be directed to this officer.

Monitoring and Reviews

The final version of this policy was completed November 2007.  It will be monitored on an on-going basis, and reviewed in light of changing legislation and business needs.

Date of review:


Reason:

Amended:

CARLISLE CITY COUNCIL

PART 2

REDUNDANCY AND EARLY RELEASE SCHEMES

GUIDANCE

1
Conditions under which immediate pension benefits can be paid
Under current legislation the criteria for receiving immediate pension benefits are:

· Employee must be at least age 50 years (55 years after  31 March 2008 for new employees and March 2010 for existing employees)



and
· Have their employer’s consent







and
· Have been a member of the Local Government Pension Scheme for a

minimum of three months.

2
Costs to the Council  

The Council must meet the costs of:

· Redundancy – All costs have to be met in full at the time of the redundancy

· Cost of paying the pension early – payable either in full at the time or over five years

If the employee is over 60 years old, there is no cost of paying the pension early unless the employee would suffer a reduction and the Council agrees to waive this.  This will not be normal practice.  If the Council does waive any employee’s pension reduction.

If the Employee is aged 60 years and meets the ’85 year rule’ there will be no cost to the Council of them drawing their pension early.

If the employee is under 60 years and does not meet the ’85 year rule’ there may be a  cost to the pension fund, which the Council must meet, if agrees release in these circumstances.  This will not be normal practice.  Whether or not there is a cost will depend on individual circumstances.

3
‘85 year rule’

This facility currently allows members of the Local Government Pension Scheme 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 will only be approved if it can be demonstrated to be in the employers’ interest to do so.  

It should be noted that further changes to the Local Government Pension Scheme will mean:

a) the ’85 year rule’ is being gradually phased out and employees who are interested in this provision should seek advice from a Personnel Officer

b) the age at which pension benefits can be drawn will rise to 55 years in April 2008 (see paragraph 2 of this guidance).
4
Employees who are not members of the local government pension scheme
Employees who are not Members of the Local Government Pension Scheme will receive the payment outlined in the policy but will not have the choice to convert this to pension service.

5
Redeployment

Details of this can be found in the Council’s redeployment policy and procedures.
� Currently £310 per week


� Assuming an average life expectancy
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