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Web Site: www.odpm.gov.uk

    www.xoq83.dial.pipex.com
31 March 2006
Dear Colleague

Local Government Pension Scheme (Amendment) Regulations 2006

I enclose regulations the Secretary of State has made under powers contained in sections 7 and 12 of the Superannuation Act 1972.  The regulations amend the Local Government Pension Scheme Regulations 1997 (the “1997 Regulations”) with effective dates as set out below. 

The Regulations are set out in Parts:-

PART 1 

This sets out the effective dates of the relevant regulations.

PART 2 

This part deals with the cost associated with the revocation of the Local Government Pension Scheme (Amendment) (No 2) Regulations 2001 by the LGPS (Amendment) Regulations 2005, and meets the commitment made in a ministerial statement to parliament on 13 July 2005 that regulations dealing with the cost would be in place before the end of the financial year with no cost falling to either central or local government. This permits members to take advantage of new tax regime by taking tax free lump sum up to 25% of capital value of accrued rights.

PART 3  

This introduces a number of changes linked to the introduction of the new simplified tax regime applicable to pension schemes which is effective from 6 April 2006. Among these are:-

· Removal of the maximum number of years which can be used in calculation of benefits

· Removal of 15% limit on contributions

· Removal of cap applying to contributions and salary used in calculating benefits for those members joining the LGPS for first time after 6 April 1989, with specific provision for the pro rata calculation of membership prior to 6 April 2006-03-26 

· Deletion of age restrictions which applied under the current tax regime

· New provisions for calculation of benefits and tax liabilities for high earners

· First phase in introducing concept of flexible retirement into the LGPS

· With a number of minor technical changes designed to comply with the new tax arrangements

PART 4 

This removes the rule of 85 from the Scheme from 1 October 2006.
SCHEDULE 

Sets out the basis of protection for current members regarding the removal of the rule of 85.  Those existing scheme members reaching age 60 who would have satisfied the rule of 85 by 31 March 2013 are protected.

Also enclosed, as an annex to this letter, is a list by regulation of changes made to the 1997 Regulations. 

At this time it has been decided not to introduce a facility set out as regulation 33 of the consultation draft which would permit members to nominate a retirement age and pay extra contributions so as to offset potential reductions. Comments from the consultation exercise supported the principle, but concern was expressed as to how this could precisely be achieved. We propose returning to this issue later in the year.

It has also been decided not to proceed with the proposed changes to employees’ contributions during absences (regulation 9 in the consultation draft) since this would have introduced inconsistencies between different employers. This will be returned to as part of the discussions on the new Scheme for 2008.

We will also need to return to a number of issues relating to the new tax regime, in terms of resolving cross referencing and in the light of production of further guidance and regulations from HMRC. 

Enclosed at Annexes B and C, for your information, are the Government’s Statements to Parliament of 28 and 30 March 2006.

Any queries regarding the new regulations, or any other matter in this letter, should be addressed in the first instance to Myfanwy Taylor, Local Government Pensions Division, ODPM, Zone 2F/7, Ashdown House, 123 Victoria Street, London SW1E 6DE (telephone 020 7944 2539), e-mail myfanwy.taylor@odpm.gsi.gov.uk 

Yours faithfully

BRIAN TOWN
Addressed to:
The Chief Executive of:


County Councils (England)


District Councils (England)


Metropolitan Borough Councils (England)


Unitary Councils (England)


County and County Borough Councils in Wales


London Borough Councils


South Yorkshire Pension Authority


Tameside Metropolitan Borough Council


Wirral Metropolitan Borough Council 


Bradford Metropolitan City Council


South Tyneside Metropolitan Borough Council


Wolverhampton Metropolitan Borough Council 


London Pension Fund Authority


Environment Agency.

Town Clerk, City of London Corporation 

Clerk, South Yorkshire PTA

Clerk, West Midlands PTA

Fire and Rescue Authorities in England and Wales 

Local Government Association (LGA)

Police Authorities in England and Wales 


LGPC


Employers' Organisation 




SOCPO
SOLACE






ALACE

CIPFA







New Towns Pension Fund

ALAMA






Audit Commission

UCEA







Fire and Rescue Authorities

Police Authorities





Association of Consulting Actuaries

Society of County Treasurers




Society of District Council Treasurers
Society of Metropolitan Treasurers



Society of London Treasurers
National Probation Service for England and Wales

Society of Welsh Treasurers
Northern Ireland Public Service Alliance


Society of Chief Personnel Officers

Trades Union Congress

UNISON






AEP
TGWU







FBU
GMB







Aspect
UCATT






Managerial & Professional Officers
NAPO







Fire Officers’ Association
AMICUS






CYWU
Other Government Departments

 GAD

 DoE (NI)

 SPPA
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