APPENDIX 2

Local Government Pension Scheme: Consultation on
proposed increases to employee contribution rates and
changes to scheme accrual rates

This consultation paper sets out the Government's draft proposals to achieve
short term savings of £900million within the Local Government Pension

Scheme by 2014-15, equivalent to the 3.2 percentage point contribution
increases in the unfunded public service pension schemes.

The closing date for responses is 6 January 2012. However, to assist the
Department's considerations, consultees who may wish to submit alternative

proposals:

« are invited to signal their intention to do so as soon as possible, please,
and by 28 October at the latest and

e are requested, please, to submit any specific costed options by no later
than 25 November, to allow an opportunity for discussion and

appraisal

Option 1

Increase in Employee contributions from April 2012 = £450m

Change in scheme accrual rate from April 2013 = £450m

Tariff Band (% of Current 2012/13 2013/14 2014/15
membership)

£0-£12,900 (8.67%) 5.5% 5.5% (0.0%) 5.5% (0.0%) 5.5% (0.0%)
£12,901- £15,100 (10.61%) | 5.8% 5.8% (0.0%) 5.8% (0.0%) 5.8% (0.0%)
£15,101- £19,400 (25.20%) | 5.9% 5.9% (0.0%) 6.0% (0.1%) 6.0% (0.1%)
£19,401- £21,000 (7.47%) 6.5% 6.7% (0.2%) 7.2% (0.7%) 7.7% (1.2%)
£21,001- £32,400 (31.34%) | 6.5% 7.2% (0.7%) 8.0% (1.5%) 8.3% (1.8%)
£32,401- £43,300 (11.16%) | 6.8% 7.5% (0.7%) 8.3% (1.5%) 8.7% (1.9%)
£43,301- £60,000 (4.18%) 7.2% 8.2% (1.0%) 8.7% (1.5%) 9.0% (1.8%)
£60,001- £81,100 (0.91%) 7.2% 8.7% (1.5%) 9.2% (2.0%) 10.0% (2.8%)




Tariff Band (% of
membership)

Current

2012/13

201314

2014/15

£81,101- £100,000 (0.25%) | 7.5% 9.0% (1.5%) 9.8% (2.3%) 11.0% (3.5%)
£100,001- £150,000 7.5% 9.5% (2.0%) 11.0% (3.5%) 12.0% (4.5%)
(0.16%)

£150,001 + (0.05%) 7.5% 10.0% (2.5%) 12.0% (4.5%) 12.5% (5.0%)

The balance of £450m in this case would be achieved a by a stepped change
in the scheme’s accrual rate from the current rate of 1/60ths to 1/64ths with
effect from April 2013 and to 1/65ths with effect from April 2014

Option 2

Increase in Employee contributions from April 2012 = £300m

Change in scheme accrual rate from April 2013 = £600m

Tariff Band (% of
membership)

Current

2012/13

201314

2014/15

£0 - £12,900 (8.67%)

5.5%

5.5% (0.0%)

5.5% (0.0%)

5.5% (0.0%)

£12,901- £15,100 (10.61%)

5.8%

5.8% (0.0%)

5.8% (0.0%)

5.8% (0.0%)

£15,101- £19,400 (25.20%)

5.9%

5.9% (0.0%)

6.0% (0.1%)

6.0% (0.1%)

£19,401- £21,000 (7.47%)

6.5%

6.5% (0.0%)

6.8% (0.3%)

6.8% (0.3%)

£21,001- £32,400 (31.34%)

6.5%

6.8% (0.3%)

7.2% (0.7%)

7.5% (1.0%)

£32,401- £43,300 (11.16%)

6.8%

7.1% (0.3%)

7.8% (1.0%)

8.2% (1.4%)

£43,301- £60,000 (4.18%)

7.2%

7.8% (0.6%)

8.4% (1.2%)

8.8% (1.6%)

£60,001- £81,100 (0.91%)

7.2%

8.7% (1.5%)

8.8% (1.6%)

9.5% (2.3%)

£81,101- £100,000 (0.25%)

7.5%

9.0% (1.5%)

9.8% (2.3%)

10.5% (3.0%)




Tariff Band (% of Current 2012/13 2013/14 2014/15
membership)

£100,001- £150,000 7.5% 9.3% (1.8%) 10.8% (3.3%) 11.5% (4.0%)
(0.16%)
£150,001 + (0.05%) 7.5% 9.5% (2.0%) 11.8% (4.3%) 12.5% (5.0%)

It is proposed that the balance of £600m (equivalent to 2 per cent) would be
achieved by a change in the Scheme’s accrual rate from the current 1/60th to
1/67th with effect from 1 April 2014.

OTHER ISSUES

Para 4.6 notes that increasing the LGPS pension age to the national State
Pension Age would deliver £330m of the savings.

Normally employer contributions cannot be amended between the three-
yearly actuarial valuations. The Consultation proposes that a technical
amendment is made to permit employer rates to be varied from April 2012.




