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April 2012  - Increases in contribution rates


Further increases proposed for 2013 and 2014 – average 2.0%
April 2012 Change to CPI instead of RPI for all current and future pension scheme members. Under challenge by the unions – judicial review hearing probably September/October 2012 (reduces value of pension by around 15%)
Unions meeting (late August/early September) with Scottish Government (John Swinney) to discuss their approach to the UK Government’s demands with regards to public sector pensions (Unite represented by a regional officer from Local Government)
The New Pension Scheme

· UK Government want design of new NHS pension scheme to be agreed by end of October 2011 to be followed by consultation in November.

· Baseline contribution rate expected to be as at 2014 (i.e. 6.5%+3.2% for most NHS staff)

· New scheme to start from April 2015 
Summary of the Hutton proposals
· Retirement age linked to state pension age –could be 68 for staff aged 32 or less.
· Career average not final salary – significant disadvantage for staff with a career involving promotions
· Fixed ceiling for Government costs – increase contributions or reduce accrual rates/benefits if costs rise
· Final salary link kept for contributions in current schemes – i.e. if at retiral age you had 20 years in the old scheme and 20 in the new scheme then half your pension would be based on your final salary and half on the average salary of your final 20 years.
The Great Unknowns

· Revaluation for career average earnings – revaluation according to: 
average earnings; or
average NHS pay; or 
CPI or RPI will make a significant difference to the pension entitlement
· Accrual rate – currently this is 1/80 for the 1995 NHS scheme (pension + lump sum) and 1/60 for the 2008 scheme (pension only). This single issue could have the biggest impact on the value of future pensions
http://www.tuc.org.uk/extras/publicsectorpensions.pdf
http://cdn.hm-treasury.gov.uk/hutton_final_100311.pdf 
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