Review of Public Sector Pensions

You will have heard in the media last week about proposed changes to the public sector pensions and may have concerns regarding your own benefits.  This note aims to make the current position clearer and allay some of the fears you might have following the media coverage. 
Summary – Nothing has been decided by Government yet, any changes are unlikely to be immediate and there is every indication that acquired rights and benefits will be protected.

Last year the Government set up a Commission headed by Lord Hutton to review all public sector pensions and the Commission’s final report was published last week following a comprehensive nine month review.  
The report contains 27 recommendations to the Government on reforming the public service pension arrangements.  A key recommendation is:

· To replace the current Final Salary scheme with a Career Average Revalued Earnings (CARE) structure.  A CARE scheme provides a guaranteed pension based on your average pay over your career rather than your salary at retirement as is the case currently.
It has also been recommended that the pension benefits, which individuals have built up to the date the scheme changes, are fully protected.  Any benefits from then on would be based on CARE arrangements.
Although it is clear that there could well be a number of changes, the Local Government Pensions Scheme would remain a high quality Defined Benefit Pension Scheme.  This is where your ultimate benefit is calculated in relation to years of service and earnings rather than being dependant on how investments may have performed. 
We now have to wait and see what the Government’s response will be to the recommendations and the decision is expected in June.  There will then be a period of time for consultation on the recommendations with businesses and unions, etc.
The Commission has indicated that reforms could be adopted before the end of the current Parliament i.e. by 2015. 

Details of the Commission’s 27 recommendations can be found using this link https://shareweb.kent.gov.uk/Documents/council-and-democracy/pensions/NEW%20-%20Employers/27-recommendations.pdf
Further information will be given once any actual changes to the pension scheme are agreed.
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