First Class, Adaptable, Sustainable - Teachers' Pension Scheme England and Wales: Consultation
Introduction

This report has been based on 149 responses to the consultation document. 
As some respondents may have offered a number of options for questions, total percentages listed under any one question may exceed 100%.  Throughout the report, percentages are expressed as a measure of those answering each question, not as a measure of all respondents.  
The organisational breakdown of respondents was as follows:

Teacher 


59  
Lecturer


38  
Employer


29  
Other*



18  
Union Rep


  4  
HR Manager


  1  
*Those which fell into the ‘other’ category included.
Current pensioners, ex teachers, a charity, an AVC provider and those who gave no response.
Overview
Overall respondents were supportive of the proposals in the consultation.  They welcomed the additional flexibility that the proposals offered them in planning for their retirement.
Respondents generally agreed with the timing of the changes although a few felt that more time was needed.  The introduction of automatic scheme membership was welcomed as this would avoid part time members of staff forgetting to ‘opt in’.  Respondents liked the proposed option for changes made to the salary used for calculating pension benefits.
Respondents agreed with proposals for buying additional pension benefits.    There was some concern over the cost of additional pension but this was when seen in comparison with the existing arrangements for past added years (PAY). Comment - the fact that the two arrangements are materially different in that PAY benefits are dependant on salary at retirement and the additional pension benefits are for a pre-determined amount will be addressed through communications with employers and members.
Respondents agreed with the proposals for phased retirement although some were mistakenly concerned that existing ‘stepping down’ arrangements would not be honoured.  Overall both additional pension and phased retirement were seen as helpful for teachers planning retirement.  
A number of respondents requested consideration of allowing 100% of the Teachers’ Additional Voluntary Contribution (TAVC) scheme fund to be taken as a tax free lump sum in a similar way to the Local Government Pension Scheme (LGPS).  Comment - There is, however, a material difference in the two AVC arrangements; the LGPS AVC is an integral part of the main scheme (in-house AVC scheme) whereas the TAVC is a separate arrangement governed by a different set of regulations and contractual relationship.  This precludes the TAVC fund from being included within the main scheme lump sum calculations for the purposes of calculating the 25% maximum.  
Respondents welcomed the proposals for surviving partner benefits as this removed the differences in treatment under the existing provisions.  Some individuals, who were single with no family responsibilities, questioned the value of scheme wide family benefits, however, this needs to be viewed alongside the benefits provided by the ‘group’ arrangements e.g. a relatively low member contribution rate for all members in a high quality scheme.   
Respondents agreed with the two tiered approach to ill health retirement benefits, believing that the proposed system would benefit those most in need.  
The majority of respondents agreed with the changes to contribution rates as they felt the increases were justified by the improvements to the scheme.
Summary
Q1
Timing - implementing the new arrangements (section 4.1). 
There were 86 responses to this question.
The majority of respondents 57 (66%) considered that the timing was right for the implementation of the new arrangements.  Respondents said that an implementation date of 2007 would give sufficient time for employers to notify details of the revised Teachers Pension Scheme (TPS) to all teachers.  It was also noted that this date would give a new tranche of entrants to teaching a protected retirement date of 60 years of age.

14 (16%) respondents disagreed with the timing, suggesting that:

· final details of the scheme will not be known until later in the year, giving insufficient time to plan changes

· the changes should be made to coincide with teacher contract dates

· many teachers still did not know of the proposed changes giving them little time to respond to the consultation.
Respondents also felt that it was unreasonable to notify schools of additional costs after the start of the financial year and following the introduction of multi year budgets introduced in April 2006.  Respondents also suggested that it would be better to introduce the changes at the same time as the changes to the Local Government Pension Scheme from 1st April 2008.
8 (9%) respondents welcomed the proposals and wanted them implemented as soon as possible.
Q2 
Automatic scheme membership (section 4.2). 

There were 77 responses to this question.

Respondents were heavily in favour of this proposal with 70 (91%) respondents agreeing that automatic scheme membership was a good thing.   Employers welcomed this as a positive step as the existing arrangements relating to part time and casual staff were seen to be cumbersome.  Employers and employees also noted that despite clear documentation many part time staff did not realise that they had to ‘opt in’ to the scheme.
A number of respondents asked whether retrospective entry to the scheme would be possible for those already in part time employment.

Q3 
Salary used for calculating pension benefits (section 4.3).

There were 95 responses to this question
74 (78%) respondents were in favour of the proposal for changes made to the salary used to calculate pension benefits.  Respondents noted that this would give an additional amount of flexibility when planning their retirement.  It was also noted that this would help those teachers who may have been disadvantaged following school restructuring and the introduction of Teaching and Learning Responsibilities (TLRs). 7 (7%) respondents said that it was good that ‘winding down’ arrangements were being supported. 
10 (11%) respondents raised some concern over ‘stepping down’ arrangements.  Respondents were concerned that arrangements already in place would not be honoured under the new arrangements and that people retiring would receive less pension under the new system.  
Q4  
Buying additional pension benefits (section 4.4).
There were 89 responses to this question.

The majority of respondents, 52 (58%), agreed with the proposals for buying additional pension benefits.  Respondents again welcomed the flexibility this offered for planning their retirement.  Respondents noted that the existing Current Added Years CAY) / Past Added Years (PAY) arrangements were outdated and difficult to operate.
Although not disagreeing with the proposals, 15 (17%) of respondents wanted more details of the costs involved before they could give a detailed response.

9 (10%) respondents suggested that more precise information be provided for this section as it was seen as a complex area to understand.
8 (9%) respondents questioned why there was a £5000 limit to buying additional pension benefits particularly if people were late entrants to employment.

5 (6%) respondents said that the system must be simple to administer and easy for people to understand and use.

Q5 
Phased retirement (section 4.5). 
There were 90 responses to this question

62 (69%) respondents agreed with the proposals for phased retirement.  Respondents again welcomed the flexibility this gave for teachers in planning their retirement.  Respondents also said that currently many valuable teachers were lost to the profession because of the current ‘cliff edge’ approach to retirement, and the new proposals would help retain them.
18 (20%) respondents said that teachers over the age of 60 should be able to draw 100% of their pensions with no abatement.
Q6 
Surviving partner benefits (section 4.6).
There were 88 responses to this question.

There was widespread support for this proposal with 75 (85%) respondents believing that the changes to surviving partner benefits were a good idea.  Respondents said this was a fairer system, that was long overdue, and recognised respondents varied circumstances.  Respondents also noted that the changes removed any discrimination for same sex couples and heterosexual couples who simply chose not to marry.  

Respondents also noted the following:

·  as a recently widowed teacher I feel I am subsidising colleagues with surviving partners
· should single members not get extra benefit now as when they die no continuing pension is paid

· the nomination criteria will need to be rigorously applied to avoid abuse.
Q7 
Ill-health retirement benefits (section 4.7).
There were 57 responses to this question.

44 (77%) respondents agreed with the proposals relating to ill health retirement benefits.  Respondents said that the two tiered approach was welcomed and would be of benefit to those members in greatest need.  A number of respondents felt that there had been misuse of the current scheme and that it was occasionally used instead of performance related dismissal.  There was slight concern at the possible increase in the number of people referred to occupational health and the costs associated with that.
4 (7%) respondents had some concerns about those currently over 50 with long term illness. They felt that implementation of these proposals meant they could face a reduced pension compared with that on offer at present. It was said that the proposals offered increased benefits for younger teachers with fewer actual teaching years and older teachers with more years may lose out.

Q8 
Possible additional flexibilities (section 4.8).
There were 69 responses to this question.
42 (61%) respondents said that they agreed with the proposals or that they were a good idea.  

Respondents noted specifically:
· 23 (33%) respondents wanted the 40 and 45 year limits removed
· 17 (25%) wanted the contributions limit removed

· 16 (23%) wanted the earnings cap removed

A small number of respondents said that they wanted any additional flexibility to be cost neutral or met by increased costs for employees. 

Q9 
Premature retirement and severance (section 4.9).
There were 58 responses to this question.

31 (53%) respondents agreed with or supported the proposals relating to premature retirement and severance.
17 (29%) agreed that there should be consistency with the Local Government Pension Scheme.
Q10 
Contribution rates (section 4.10).
There were 73 responses to this question.
47 (64%) respondents agreed with the increased contribution rates.  Respondents noted that the additional costs were justified in view of the changes and improvements proposed for the pension scheme.

16 (22%) respondents mentioned issues relating to employers contributions.  Respondents were concerned that this would be an additional cost for them to bear although they saw the cap of 14% on the employer rate from 2008 helpful.  
Q11
Any further comments.

There were 76 responses in this section.

18 (24%) respondents wanted the option of taking 100% of the AVC fund as a tax free lump sum.  They considered this would bring them into line with members of the Local Government Pension Scheme.
13 (17%) respondents requested more information concerning:

· the effect of the proposals on agency or supply staff

· information on index linking.  Which index is used in indexation? The RPI or the CPI?

· The implications of retiring before the age of 60

11 (14%) respondents felt that the proposals represented a good deal for teachers and could assist with retention due to the increased flexibility offered.
5 (7%) respondents said that working in the public sector was traditionally lower paid than the private sector so a good pension scheme was seen as a fair reward.
