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Purpose of Report 

The purpose of this report is to update Sub-Committee on the provisions of the new Local 
Government Pension Scheme (LGPS) which will come into effect on 1 April 2015. 

Background 

The reform of the LGPS emanates from Lord Hutton of Furness’ report of March 201 1 
and the resulting Public Service Pensions Act 201 3. The proposed reforms were 
considered by the Scottish Local Government Pensions Advisory Group (SLOGPAG) 
(a partnership between COSLA, the Trade Unions for Local Government in Scotland 
and the Scottish Government). 

SLOGPAG’s aim was to ensure the continued sustainability of the LGPS. This is to be 
achieved by:- 

0 retaining existing members in the Scheme; 
0 encouraging new members to join the Scheme by maintaining contribution rates at a 

level which would ensure the protection of the lowest paid within the workforce and, 
0 providing quality benefits to Scheme members. 

2.3 The revised scheme meets the legislative requirements of the Public Service Pensions 
Act 2013; provides valued benefits for Scheme members; is the best deal for Local 
Government Workers, employers and the tax payer, and is affordable and sustainable. 

3 The Key Changes to the Current Scheme 

3.1 The key changes to the current Scheme are: 

a) The Scheme will no longer be a final salary Scheme but will move to a career average 
pension scheme. This change reflects a requirement of the Public Sector Pensions Act 201 3. 
This type of scheme is beneficial for lower paid members; individuals for whom promotion 
opportunities are limited, and for those whose earnings may reduce towards the end of their 
career. 

b) The accrual rate will increase from 1/60th to 1/4gth 

c) Normal pension age will be the individual’s State Pension Age, with a minimum retirement 
age of 65. Transitional arrangements permit all current Scheme members to have a 
Minimum Pension Age of 55 from 6 April 2010, except for any member who was in the 
Scheme on, or before, 5 April 2006 whose employment is terminated on grounds of 
redundancy, or efficiency, and is aged over 50 at that point. These members will have a 
protected pension age of 50. 

d) The introduction of a 50150 option allowing employees to pay 50% of contributions for 50% 
of benefits. This is a new feature which allows employees eligible for LGPS membership, or 
existing Scheme members, to elect to pay 716 of normal contributions, and in return, accrue 



only 50% of their pension during that time. Benefits such as death in service lump sum would 
still be retained. This feature is not intended to replace long term membership of the 
Scheme. 

e) The introduction of an Employer’s cost cap mechanism to ensure affordability and 
sustainability of the Scheme. This is to ensure the Scheme is both fair and affordable in the 
future. The Public Services Pension Act 2013 requires that costs are managed through a 
cost control mechanism which requires the Scheme to set a cap, the ‘Employer cost cap’. 
This cap is used when measuring changes in the cost of the Scheme, as assessed at 
valuations, and will ensure that action is taken if the cost of the Scheme increases or 
decreases outside of the margins set around the ‘Employer cost cap’. 

4 Accrued Benefits Pre-2015 

4.1 Accrued final salary benefits will be protected for all existing members of the LGPS. 
There are also transitional provisions which will apply to those with pre-2015 service in 
the Scheme and which will deliver additional protection for those closest to retirement. 

4.2 A Scheme member who was within 10 years of retirement (Normal Retirement Age) at 
1 April 2012, will be eligible for the underpin which provides for a Scheme member to 
have the greater of the benefits payable under, either the new Scheme, or the benefits 
that would have been payable under the current Scheme. 

5 Recommendations 

5.1 It is recommended that the Sub-Committee notes: 

5.1.1 the changes to the LGPS, which comply with the legislative requirements and, which will 
come into force on 1 April 2015, and 

5.1.2 that information on the revised Scheme will be issued to employees prior to the 
implementation of the changes by means of an HR Circular. 
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Head of Human Resources 

For further information on the content of this report please contact Iris Wylie, Head of Human 
Resources on (01698) 302215. 
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