EMPLOYMENT PANEL

MONDAY, 1 OCTOBER 2007 AT 9.30 AM

PRESENT:

Councillor Glover (Chairman), Councillors Bloxham, Mrs Bradley, P Farmer, Mrs Prest (as substitute for Councillor Mitchelson) and Weber.

EMP.29/07
APOLOGIES FOR ABSENCE

An apology for absence was received from Councillor Mitchelson.

EMP.30/07
DECLARATIONS OF INTEREST

There were no declarations of interest.

EMP.31/07
DISCRETIONS PAYABLE UNDER THE LOCAL GOVERNMENT PENSIONS LEGISLATION IN CASES OF REDUNDANCY AND EARLY RELEASE IN THE INTERESTS OF EFFICIENCY – DISCUSSION PAPER

Pursuant to Minute EMP.28/07 the Head of Personnel and Development Services submitted report PPP.71/07 on Discretions Payable Under the Local Government Pensions Legislation in Cases of Redundancy and Early Release in the Interests of Efficiency.

The Employment Panel on 3 September 2007 had recommended a Flexible Retirement Policy to the Council on 11 September 2007, which had subsequently approved the Policy.  

The other aspect of the work on Pensions related to Redundancy and Early Release in the interests of efficiency.  

At the meeting the Panel had requested a pensions specialist attend this meeting of the Panel when a discussion paper would be considered prior to consideration of the first draft of the policy at the Employment Panel on 17 October.  The Policy would then be circulated for consultation to Trade Unions and staff and to the Executive on 22 October, prior to a report back to a meeting of this Panel on 29 October, with a recommendation to be made to the City Council on 6 November 2007.

The Head of Personnel and Development Services reminded Members that recent legislative changes had necessitated the City Council reviewing its policies on the payment of Pension benefits in cases of Redundancy and Early Release in the interests of efficiency of the service.  He explained that Mr Terry Edwards, Director of Pentag Limited, a company offering pensions training and guidance and also Head of Pensions at the Local Government Employers Organisation, was attending the meeting as a pensions specialist.

The Head of Personnel and Development Services then outlined the contents of his report which set out the options available under the new regulations in relation to Redundancy and Early Release in the interests of Efficiency.

For each of the options he outlined the advantages and disadvantages and advised that the Senior Management Team were currently considering two proposals which would be outlined further by Mr Edwards.  After the advice from Mr Edwards, the Panel and other officers in attendance at the meeting would have the opportunity to ask questions and the Panel were then being asked to provide officers with a steer for production of the first draft of the policy.

Mr Edwards advised the Panel that:

(a) the first decision the Panel would have to make would be whether redundancy pay was calculated based on actual pay;

(b)
Redundancy – the Panel would need to provide a steer on which of the following proposals should be followed –


Proposal 1 – Augment Service


Augment membership of the Local Government Pension Scheme by an amount based on the formula used in the Statutory Redundancy Payments Calculator.  The proposal was detailed in paragraph 6.1 of report PPP.71/07.


Mr Edwards’ opinion was that he would not recommend this proposal as it would only be available to employees who were members of the pension scheme.  The Council could then have a risk of challenge from employees who were not in the pension scheme.  If there were a disproportionate number of females, younger employees or on a fixed term contract, the Council would be at risk of discriminating against these groups.


Proposal 2 – Enhance Redundancy Payment – Offer Individuals a Choice of Enhanced Redundancy or Augmented Membership of the Local Government Pension Scheme of Equivalent Value


Calculation of redundancy payments would be on the basis of actual salary where this exceeded the statutory weeks pay.  The Council could use its discretion to make compensatory payments to redundant employees of 3 times the number of weeks an employee would be entitled to under the statutory formula, up to a maximum of 90 weeks pay.

(c)
Early Release in the interests of efficiency - the Panel would need to provide a steer on which of the following proposals should be followed :


Proposal 1 – Augment Service


Augment membership of the Local Government Pension Scheme by an amount based on government redundancy calculator.


Mr Edwards again warned of the potential challenge as this would only be available to employees in the Pension Scheme, with the same risk of discriminating against women, younger employees and those on fixed term contracts as outlined in the discussion on redundancy.


Proposal 2 – Enhance Redundancy Payment


Make an additional compensatory payment based on the statutory redundancy calculator and offer the individuals the option of augmented service to the value of the compensatory payment.


Compensatory payments could be based on a multiplier to be determined or the Council could decide to adopt an “each case on its own merits approach”.  This approach would be easier to justify in relation to termination in the interests of efficiency than it would under a straight redundancy.

During discussion on the report and the proposals identified the following points were made and discussed by Members and Officers:

(1)
While the risk of challenge was a factor to be considered, it was only one of a number of factors which would be considered in any decision on a policy.


The Head of Personnel and Development Services reported that 88.26% of the employees were currently in the pension scheme.  

(2)
The Council needs to put in place a policy after legislative changes and this was the reason for the timetable for consideration of the Policy as outlined by the Head of Personnel and Development Services.

(3)
Analysis of the intentions of other local authorities in Cumbria showed that some of them were considering the augmentation route but each Council had a right to consider its own Policy and did not have to follow the decision made by the County Council.


Mr Edwards reported that nationally it was not clear what all authorities were doing, but in relation to the authorities which had responded to the Local Government Employers Organisation, the majority were going for the Enhanced Redundancy Payment – Multiplier Approach.

(4)
The Enhanced Redundancy Payment – Multiplier Approach would start with a cash offer for all employees, but employees who were members of the Local Government Pension Scheme would be given the option of converting what would otherwise have been paid as a compensation payment (in excess of any redundancy payment) into augmented pension service.

(5)
In relation to early release in the interests of efficiency, there was discussion on whether the multiplier could be changed depending on whether it was employer led or employee led or whether it would be preferable to treat each case differently on its merits.

(6)
Clarification was sought on when early release in the interests of efficiency may be used and an example was provided by officers.  The Head of Personnel and Development Services suggested that early release in the interests of efficiency should be included within the Policy in order to address any future cases.

(7)
The first consideration in relation to any redundancy would be whether there was a business case with a comparison of the costs against the benefits.  

(8)
In response to a question about why a multiplier of three times was being suggested for enhanced redundancy payment, Mr Edwards explained that multipliers being used by authorities across the country differed.  In this instance, the current policy allowed for a multiplier of two for under-50's but this was different for over-50's where the multiplier was currently worth more than two.  


Members suggested that in any draft policy further consideration should be given to the multiplier.  They asked the Head of Personnel and Development Services to undertake some further analysis of the potential financial impact of Proposal 2, particularly comparing the costs under the current policy with the costs using enhanced redundancy payments with different multipliers.  This financial information would be essential for the Council when the policy was being proposed as Members of the Council would not have had the opportunity for detailed analysis as undertaken by members of this Panel.

(9)
In response to a question about the source of funding for any redundancies under these proposed schemes, the Director of Corporate Services advised that there was no budget for redundancies and that any redundancies would be considered on a business case basis, analysing costs and benefits.  Ultimately, the funding source would be by supplementary estimate requests to the City Council.

(10)
Members were concerned about the augment service proposal as it could be seen to be a policy which would be inequitable and unfair as it appeared to have enhanced benefits for employees who were members of the Local Government Pension Scheme.

RESOLVED – 1.  That the Head of Personnel and Development Services be asked to prepare a first draft of the Pensions – Redundancy and Early Release in the Interests of Efficiency Policy to be considered at the next meeting of the Employment Panel on 17 October 2007 on the basis of the following:

(a)
Redundancy payments should still be based on actual week's pay.

(b)
Proposal 2 – Enhanced Redundancy Payment (as detailed in paragraphs 3.5 and 4.2) as the preferred option with the following:


(i)
A multiplier of three times subject to the Head of Personnel and Development Services providing detailed costings comparing the cost of the old Policy and the costs using this multiplier approach.  Further discussions would need to be held on the multiplier to be used.


(ii)
Employees in the Local Government Pension Scheme to be given the option of converting what would otherwise have been paid as a compensation payment (in excess of any redundancy payment) into augmented pension service, at no cost to the Council.


(iii)
In relation to Early Release in the Interests of Efficiency, each case should be assessed on its own merits with a multiplier and an option to convert into augmented pension service.  A lower limit would be requested and a multiplier of two rather than three should be considered.

2.  That the meeting of the Employment Panel on 17 October 2007 commence at 2.30 pm, rather than 2.00 pm as previously agreed.

(The meeting ended at 10.32 am)
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