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                               In this issue:

· The Hutton Report

· Valuation 2010

· Online Estimate requests

· Tax Changes guide

· Employer Contribution Rates
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Introduction

Welcome to the latest employer bulletin.  The main purpose of this bulletin is to bring to your attention the outcome of the 2010 actuarial valuation of the Fund, a reminder of the employee and employer contribution rates from 1st April 2011 and a summary of the Hutton Report which contains proposals for the future of public sector pension schemes.  
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Valuation 2010 

Every three years an independent review, known as a valuation, is undertaken by our Actuary, Barnett Waddingham LLP.  Part of the valuation process is to calculate how much each employer should contribute to the Scheme.  The date at which data was extracted for valuation purposes was 31 Match 2010.  The final report summarising the results of the valuation and can be viewed through our website at: 
www.berkshirepensions.org.uk/pension-fund_final_valuation_report_2010.htm
Employer Contribution Rates  

As a result of the valuation the employer contribution rates for the next three years have been calculated for each employer within the Berkshire Pension Fund.  

The Rates and Adjustment Certificate, which forms part of the valuation report, sets out the employer contribution rates for 2011/2012, 2012/2013 and 2013/2014 and is available to view here.

Employee Contribution Rates 2011/2012 – a reminder  

A reminder of the 2011/2012 employee contribution rates are detailed below.  These new salary bandings should be applied from 1st April 2011.  

	Band
	Salary Range
	Contribution Rate



	1
	£0 to £12,900
	5.5%

	2
	Over £12,900 to £15,100
	5.8%

	
3

	Over £15,100 to £19,400
	5.9%

	4
	Over £19,400 to £32,400
	6.5%

	5
	Over £32,400 to £43,300
	6.8%

	6
	Over £43,300 to £81,100
	7.2%

	7
	Over £81,100
	7.5%
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Please ensure that all scheme members are paying the correct employee contribution rate from 1st April 2011.

Important reminder:  If a member of staff works part-time, when determining which contribution rate they should pay, you will have to consider the level of earnings that they would have received had they been an equivalent full-time employee.
Term-time only workers:  In addition if a member is contracted to work term-time only, when determining which contribution rate they should pay, you will have to consider the level of earnings that they would have received had they been employed on a full-time basis but only during term-time.

                     Example 1
Mr A has contractual part-time hours of 15 per week and term-time only weeks of 43.10.  His full-time equivalent annual salary is £20,000.

His monthly contribution rate is assessed as follows:  

As he works term-time only his salary has to be proportioned to reflect his part-time hours:
£20,000 x 43.10 ÷ 52.143 = £16,531.46

Therefore we use his term-time only salary of £16,531.46 to assess which contribution banding he should fall into.  In this instance he would fall into band 3 and would pay 5.9%. 



                      Example 2
Mrs B has contractual part-time hours of 18.50 per week and works 52.143 weeks per year.  Her full-time equivalent salary is £25,000.

When assessing this member’s contribution banding no account should be taken of the fact that she works part-time hours.  The member works a full 52 week year so should be assessed as if she was a full-time member.  Therefore the contribution rate will be determined based on her full-time equivalent salary of £25,000.
Based on this assessment she falls into contribution band 4 and will pay 6.5% per month.
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Manual Workers Contribution rate 2011/2012

If you have employees who were paying the protected 5% manual worker’s contribution rate they will now pay the contribution rate in accordance with the above table with effect from 1st April 2011.  

LGS1B – Brief guide to the LGPS
I have updated the LGS1B with the new salary bandings and this leaflet should be included with all new contracts of employment with effect from 1st April 2011.
The LGS1B provides new employees with a summary of the main benefits of being a member of the Local Government Pension Scheme.
Retirements – a reminder….
In order to assist us in processing a scheme member’s retirement more efficiently we would be most grateful if you could advise us in advance of any forthcoming retirements which have been agreed.  You can do this by sending an e-mail to info@berkshirepensions.org.uk confirming the member’s name, NI Number, date of leaving and reason for leaving.  

Please also submit the LGS15C leaver notification at the earliest opportunity so that we may make payment of the member’s pension without delay.
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The Hutton Report

Lord Hutton has published his final report on the future of public sector pensions, which includes the Local Government Pension Scheme (LGPS). His report makes broad recommendations which are subject to consultation and acceptance by the Government.

The principal recommendation is to retain a 'defined benefit' pension scheme but to change the way in which pension benefits are calculated away from a final salary basis (currently number of years' service times 1/60th of your final pensionable pay) to a Career Average Revalued Earnings ("CARE") basis. The LGPS differs from many public sector pension scheme in that employees and employers pay into a fund which is used to pay out pensions. Employee contributions vary between 5.5% and 7.5%, with high earners paying the top rate.

It is important to note that Lord Hutton recommends that pension rights already accrued (i.e. earned) up to the point that the scheme's benefit structure changes should be protected and that these benefits that have already been earned continue to be linked to final salary.

It is proposed, at some point, to move all existing scheme members to the 'CARE' scheme. 'CARE' schemes work by building up an amount of pension year on year based on a percentage of the member's pensionable pay in each year of scheme membership. To reflect the effects of inflation, the pension earned will be re-valued upwards each year in-line with an index. Lord Hutton has suggested that this revaluation should be in-line with the growth in national average earnings which historically has been higher than inflation.

Pensions in payment will continue to be increased annually in-line with changes in the Consumer Price Index or such other measure of inflation as the Government may decree from time to time.

Finally, the Commission's view is that it should be possible to introduce new public sector pension schemes in line with the recommendations made before the end of the current Parliament (i.e. by 2015).

We have created a section on our website specifically for information relating to the Hutton Report and this can be viewed by following the link www.berkshirepensions.org.uk/pension-fund_hutton_report.htm  This page contains further analysis of the results and a link to a frequently asked questions document.  You can also follow the links to view the full report via the HM Treasury website.  

[image: image9.png]S

BERKSHIRE
PENSION FUND





Employer Estimates – online requests  

I have produced an online version of our employer estimate request form to enable you to submit your estimate requests to us electronically via our website.  The submitted forms will be sent to our helpdesk e-mail in the normal way and will be processed as a priority.  We would be grateful if you could use this facility from now on although we will still currently accept estimate requests via word documents or fax.

The online request form can be found in the Employers Section of the Berkshire Pension Fund website at www.berkshirepensions.org.uk/employers.htm   
Year-End 2010/2011 
The year-end schedules have now been submitted to all employers within the Fund and should be returned by 30th April 2011.  If you have any queries regarding the information we require or would like assistance in completing the return, please contact Philip Boyton on 01628 796752 or e-mail philip.boyton@rbwm.gov.uk 

Academies – a reminder 
Schedule 2 of the Local Government Pension Scheme (Administration) Regulations 2007 (as amended)
The main provisions of the Academies Act 2010 came into force on 28th July 2010.  Part 1 of Schedule 2 of the Administration Regulations is amended to allow a school which becomes an academy in accordance with the Academies Act 2010 to be a Scheme employer i.e. a scheduled employer.  This means that any existing employee of the school who is a member of the LGPS remains a member of the Scheme from the point that the school is designated as an Academy.  

From a practical point, any Academy will require their own employer rate to be calculated by the actuary. A briefing note for schools converting to Academies is available from our website www.berkshirepensions.org.uk/employers.htm    
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Change to the rate of inflation - RPI to CPI 
As previously reported, the Government has changed the way public sector pensions are increased.

With effect from April 2011, public sector pensions are now increased in line with the Consumer Prices Index (CPI). Prior to April 2011 increases were calculated in line with the Retail Prices Index (RPI).

How does this affect members of the Berkshire Pension Fund? 

Active Members:  The salary bandings used to determine the pension contribution they pay every year will be increased in line with CPI.
Former Members:  A scheme member with an entitlement to deferred benefits will have their benefits increased annually in line with CPI.
Retired Members:  Any former scheme member who is in receipt of a pension from the LGPS will have their annual pension increased every April in line with CPI. Retired members of the LGPS will receive an increase of 3.1% from 11 April 2011.
Further information about RPI and CPI can be found by visiting the Office of National Statistics website www.statistics.gov.uk

The Quill 
The Spring 2011edition of The Quill newsletter has been produced and has recently been distributed to all active scheme members.
The electronic version of this newsletter is available via our website www.berkshirepensions.org.uk   
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Annual Benefit Statements 2011 

The newly designed combined Annual Benefit statements were issued in Autumn 2010 to all active and deferred members of the Fund.
We are aiming to issue the 2011 statements by the end of September this year.  Please ensure that your year-end data is provided to us by 30th April 2011 to enable this issue date to be achieved.
Government Tax Relief Announcement – changes to
Annual Allowance and Lifetime Allowance  
In the June 2010 budget, it was announced that the Government planned to consult on proposals to restrict pensions tax relief.  The Government has now outlined its approach to restricting pensions tax relief and this was published on 14th October.  The full document can be viewed by clicking on the following link:

HMRC tax relief document
Alternatively please visit
http://www.hm-treasury.gov.uk/consult_pensionsrelief.htm
As a result of this review there are two main changes being introduced as follows:
· The Government has announced that from 6th April 2011, the Annual Allowance for 2011/2012 will be reduced from £255,000 to £50,000 and; 

· From April 2012 the lifetime allowance will be reduced from £1.8 million to £1.5 million.  


The tax changes have been summarised in a leaflet produced by the Berkshire Pension Fund entitled “Changes to Pension Tax Relief from 6th April 2011”
This document can also be viewed on our website at 
www.berkshirepensions.org.uk
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Reductions in Full-Time Equivalent Salary
In recent months we have received an increased number of enquiries from our members who have had a reduction in their full-time equivalent salary and are concerned as to how this will affect their pension benefits.
With this in mind we have produced a brief guide providing details of the various options available to the scheme member for the purposes of determining their pension benefits.
The leaflet is now available to view on our website at www.berkshirepensions.org.uk 
As a final salary pension scheme the pensionable pay received by a scheme member forms a crucial part in determining the level of pension benefits that the member will receive.

Whilst a scheme member’s final pay will normally be the pensionable pay received during the last year of employment this is not always the case and in such instances, there are various options available to the scheme member as to how their final pay is calculated for the purposes of determining their pension benefits.

Annual Employer Meeting 2011

As you are aware we held our 2011 Annual Meeting for Employers on 25th March.  The main purpose of the meeting was to update scheme employers on the results of the 2010/2011 valuation of the Fund, the 2011 Year End process, and forthcoming changes to scheme administration.
Thank you to all those that attended.  The presentation slides are now available to view here.  If you would like to discuss the outcome of the valuation or any of the other issues discussed in the presentation please do not hesitate to contact us on 0845 602 7237.
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Contact Us 
If you would like to discuss any issued raised in this bulletin please do not hesitate to contact us on the numbers below:  

Kevin Taylor  
Pensions Administration Manager
01628 796747
Sandra Rice    
Deputy Pensions Manager 
01628 796754
Philip Boyton 
Assistant Pensions Manager 
01628 796752
Joanne Brazier 
Assistant Pensions Manager
01628 796754
If you have a query regarding the employee or employer contribution payments please contact:  

Helen Macpherson 
Performance Analyst 
01628 796705

David Leech
Trainee Accountant
01628 796703
Useful Links Directory 
	National Statistics website

	www.statistics.gov.uk

	HM Treasury Tax Relief information


	www.hm-treasury.gov.uk/consult_pensionsrelief.htm

	Independent Public
Service Pensions 
Commission 


	
www.hm-treasury.gov.uk/indreview_johnhutton_pensions.htm  

	Official Local Government Pension Scheme website
	
www.lgps.org.uk  

	The Pensions Advisory Service
	www.pensionsadvisoryservice.org.uk 
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Action to be taken 

1. Make sure all scheme members are paying the correct employee contribution rate from 1 April 2011.
2. Make sure you that you are familiar with the employer contribution rate that you should be paying from 1st April 2011.
3. Ensure submission of your year-end return by 30th April 2011.
4. Notify the pensions team of forthcoming retirements that have been agreed.
5. Familiarise yourself with the changes to the Annual Allowance and Lifetime Allowance.
Disclaimer

The information contained in this Bulletin has been prepared by the Royal County of Berkshire Pension Fund.  It should not be treated as a complete and authoritative statement of the law.  Readers may wish, or will need, to take their own legal advice on the interpretation of any particular piece of legislation.  No responsibility whatsoever will be assumed by the Pension Fund for any direct or consequential loss, financial or otherwise, damage or inconvenience, or any other obligation or liability incurred by readers relying on information contained in this Bulletin.  Whilst every attempt is made to ensure the accuracy of the Bulletin, it would be helpful if readers could bring to the attention of the Pension Fund any perceived errors or omissions. Please contact:

Royal County of Berkshire Pension Fund

Minster Court

22-30 York Road

Maidenhead

Berkshire

SL6 1SF

or email: joanne.brazier@rbwm.gov.uk
Tel: 01628 796754

Fax: 01628 79670
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