
CABINET

Meeting date: 27 November 2014

From: Corporate Director – Resources

ADOPTION OF EMPLOYER PENSION POLICY AND SCHEME 
DISCRETIONS

1.0 EXECUTIVE SUMMARY

1.1 This report provides information about the discretions that apply to all 
employers who are members of the Local Government Pension 
Scheme (LGPS) and the Firefighters’ Pension Scheme (FPS).  The 
Council is required to have a Pensions Policy statement for the LGPS 
and it would be appropriate to make the same arrangements for all 
schemes.

1.2 The Report recommends the review and adoption of pension policy 
statement and proposed Employer Discretions Policy for Cumbria 
County Council in respect of the LGPS and the FPS.  At a later date an 
equivalent proposal will be made in respect of pensions relating to 
other groups

2.0 STRATEGIC PLANNING AND EQUALITY IMPLICATIONS

2.1 It is a requirement of pension regulation that a pensions policy 
statement is workable, affordable and reasonable having regard to the 
foreseeable costs.  The exercise of the policy will be non-
discriminatory within the relevant pension scheme.  In addition, the 
regulations require that each employer must have regard to the extent 
to which the exercise of their discretionary powers, unless properly 
limited, could lead to a serious loss of confidence in the public service.

2.2 The proposals support achievement of Council Plan priorities : -

 promote health and wellbeing, and tackle poverty

 promote sustainable economic growth, and create jobs

 support older and vulnerable people to live independent and 
healthy lives

 be a modern and efficient council.



3.0 RECOMMENDATION

3.1 The Cabinet is recommended to : -

a. note the requirement for the adoption of a Pension Policy 
Statement and note that this will be refreshed from time to time 
in accordance with changes to the relevant pension regulations

b. adopt the recommended discretions for the Local Government 
Pension Scheme

c. adopt the recommendations for the Firefighters’ Pension 
Scheme.
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4.0 BACKGROUND

4.1 The Council offers a number of public sector pensions to its employees, the 
largest group being those eligible to join the Local Government Pension 
Scheme (LGPS).  It is important that its approach to each scheme is 
consistent; by doing so it reinforces fairness and transparency across its 
workforce.  

4.2 The Council is required to publish a pension policy statement for the LGPS 
in the form of Appendix 1.  It is proposed that this approach is also adopted 
for other pension schemes.  

4.3 The current proposals relate to the LGPS and Fire Service.  Work will later 
be undertaken to place the NHS and teacher pension schemes on the same 
footing.

5.0 OPTIONS

5.1 The options for the Cabinet in respect of the relevant pension scheme are to 
exercise the discretion in a different way to that set out at Appendices 1 and 
2.  In some case the flexibility to do so is limited within the scheme.

5.2 The majority of the discretions involve additional costs for the employer, 
which can often be substantial.  Therefore, affordability criteria will remain a 
key consideration for each discretion and in some cases the exercise will be 
subject to the Council’s vfm policy.  However, this still needs to be balanced 
alongside the other considerations of the policy being workable, reasonable 
and non-discriminatory.

5.3 Many of the options now set out formally within Appendices 1 and 2 have 
already been decided by the Council and are set out in policy and other 
documents.  For example, the exercise of discretions available within the 
LGPS in respect of voluntary redundancy payments are included in the 
Council’s Early Release and Redundancy Policy.  Others and newly required 
discretions have been formulated to be consistent with previously agreed 
principles and with value for money in mind.



The Local Government Pension Scheme (LGPS)

5.4 The LGPS is a national scheme covered by statute.  The Scheme provides 
for the Council, as the employer, to decide how to apply the scheme in 
relation to specific defined circumstances and requires an employer to adopt 
a Pensions Policy Statement which sets out how it proposes to exercise 
these ‘discretions’.

5.5 There are more than 100 Employer Discretions contained in the various 
regulations and the Council has implemented most of these through it 
pension’s policy.  The majority of these are relatively minor and relate to 
administrative elements; these have now been brought together in a policy 
statement for formal adoption.

5.6 The changes to the LGPS from 1 April 2014 have introduced further 
discretions to be included in the policy statement.  Employers should aim to 
publish policy statements within 3 months of the regulatory changes.  There 
are 4 main areas covered by the employer discretions, these being:

 Additional Pension Contributions

 Voluntary Retirement pre-age 60

 Flexible Retirement

 Waiving actuarial reductions

5.7  “Your Pension Service” has produced a template ‘Employer Discretions – 
Statement of Policy’ document for employers in the Cumbria Pension Fund 
to use.  In addition to the mandatory discretions, this template includes some 
discretions where it is prudent for scheme employers to publish their policy 
intention.  This approach is recommended by the Local Government Pension 
Committee.

5.8 The attached draft policy statement (at Appendix 1) includes a description of 
each discretion and the proposed exercise of it.

Firefighters’ Pension Scheme

5.9 There are currently two pension schemes in place for fire fighters, the 1992 
scheme (FPS) and the 2006 scheme (NFPS). In 2011 the Department for 
Communities and Local Government (DCLG) consulted on proposed 
changes to both schemes. The Government published two Statutory, 
Instruments, to give effect to its proposals, which came into force on 1 July 
2013. 

5.10 A new pension scheme will come into effect from 1 April 2015.  It is expected 
that this will require further consideration of pension discretions within that 
scheme but there is currently no information available on these.  The new 
scheme will also require the Council to set up a Pension’s Board (in line with 
a similar, but separate, requirement for the LGPS).

5.11 This paper sets out the changes relating to Fire Authority (ie County Council) 
discretions.  The proposed policy statement is at Appendix 2.



5.12 The discretions that require a decision relate to three areas as follows:-

 Commutation (lump sum) – discretion to permit the maximum 
payment

From 1 July 2013, the new rules allow the employer to exercise a 
discretion to enable Scheme members, who retire between age 50 
and 55 with less than 30 years service, to commute up to 25% of the 
annual pension (ie take a lump sum instead of pension)

If the employer agrees to exercise this discretion, they will have to 
pay an amount equal to the difference between the value of 2.25 
times the pension awarded and the sum actually commuted.  

If this discretion is applied in relation to VR processes it will be subject 
to the normal vfm requirements.

 Pensionable pay – changes to the definition of what is pensionable

It is proposed that the employer exercise the discretion to allow pay 
for temporary promotion, or paid as a temporary responsibility 
allowance, to be counted as pensionable.  

If agreed these payments would not be added to final salary but would 
allow them to be treated as an additional pension benefit (APB)

Both these payments are used as an incentive to accept greater 
responsibility and are important tools for the service.  Temporary 
promotion under the 1992 scheme is already treated in this way.  It is 
assessed that these will not add significant costs to the service, 
whereas not exercising the discretion could have an adverse impact 
on service delivery. 

 Abatement – withdrawal of pension whilst re-employed by the Council 
in any capacity

This relates to the abatement of a pension in payment (up to a 
maximum 100% abatement) where the individual is re-employed in 
any role in the County Council.  In the past this has been assumed 
only to apply to re-employment in Fire roles; it is now established that 
it applies to any role in the Council

This or similar rules are standard practice in the public sector.

6.0 RESOURCE AND VALUE FOR MONEY IMPLICATIONS

6.1 Whilst there is a regulatory requirement to have and periodically review an 
employer’s discretions policy the main principle underpinning the exercise of 
discretions has been to balance fairness with the service needs of the 
council.  The recommendations also have regard to the likely view of the 
public, where already significant pension provision may be seen to be further 
enhanced by the exercise of a discretion.



6.2 The costs of the exercise of a discretion and how they impact on the Council 
are set out in pension and local authority finance regulations.  The Council 
applies its value for money principles to the exercise of each relevant 
discretion and where this cannot be demonstrated the discretion will not be 
exercised.

7.0 LEGAL IMPLICATIONS

7.1 The legal framework for the exercise of pension scheme discretions is set 
out within the relevant pension legislation and associated Regulations.  If the 
Council fails to adhere to these it may be challenged by under these rules or 
under local government finance regulations. 

7.2 The proposed exercise of these discretions is in conformity with the relevant 
legal framework.

8.0 CONCLUSION

8.1 The Council is required to set out how it will exercise the relevant discretions 
under each of the LGPS and FSPS schemes.  Cabinet is recommended to 
review and agree the proposals set out at appendices 1 and 2.

8.2 Future pension discretions will be put before Cabinet as they arise.  A further 
report will be made on the exercise of discretions within other pension 
schemes supported by the Council.

Dominic Donnini
Corporate Director Resources

20 October 2014

_________________________________________________________________

APPENDICES

Appendix 1 - Local Government Pension Scheme Employer Discretions – 
Statement of Policy
Appendix 2 – Firefighters Pension Schemes Employer Discretions – 
Statement of Policy

Electoral Division(s): All

*  Please remove whichever option is not applicable

Executive Decision No*

Key Decision No*

If a Key Decision, is the proposal published in the current Forward Plan? N/A*

Is the decision exempt from call-in on grounds of urgency? No*



N/A*If exempt from call-in, has the agreement of the Chair of the relevant 
Overview and Scrutiny Committee been sought or obtained?

No*Has this matter been considered by Overview and Scrutiny?
If so, give details below.

N/A*Has an environmental or sustainability impact assessment been 
undertaken?

Yes*Has an equality impact assessment been undertaken?

PREVIOUS RELEVANT COUNCIL OR EXECUTIVE DECISIONS

None

CONSIDERATION BY OVERVIEW AND SCRUTINY

Not considered by Overview and Scrutiny

BACKGROUND PAPERS

No background papers

RESPONSIBLE CABINET MEMBER

Cllr Barry Doughty – Cabinet Member for Fire, Public Safety and Central 
Support Services 

REPORT AUTHOR

Contact: ALAN GREAVES 01228 221757
Email - alan.greaves@cumbria.co.uk


