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Board of Management 

26th January 2016
Agenda Item 7
Proposed Changes to Pension Arrangements

Report by the HR Manager
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Summary

This report follows the previous report to the Board in October regarding the proposed changes to the Social Housing Pension Scheme, and the Employee Consultation exercise.  
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Recommendations
The Board is asked to approve the following recommendations:-

· The closure of the SHPS 1/60ths final salary pension scheme with effect from 31st March 2016.
· Transfer of existing Final Salary Pension Scheme Members to the SHPS Defined Contribution Scheme with effect from 1st April 2016
· Transitional relief of an additional 2.6% employers contribution to the DC Scheme for members transferring from the Final Salary Scheme up to a maximum contribution of 10% for a period of 3 years until 31st March 2019. 

1.0.
Employee Consultation Results
A Consultation Paper setting out the results of the September 2014 valuation and proposal to close the Final Salary Pension Scheme was issued to Final Salary Scheme Members on 1st October 2015.  The consultation period ended on 30th November 2015.

During the consultation period, members were invited to an open session with the Chief Executive and HR Manager, and the HR Manager visited Members at Townley Road and Woodcote Road (there are no final salary scheme members at Newstead Road).  At all of these meetings, Members appeared to understand the reasons for the proposal to close the Scheme, and most of the questions asked were in relation to the Defined Contribution Scheme.

Four Members emailed the HR Manager, three to confirm that they accepted Hexagon‘s reasons for closing the Final Salary Scheme, and one to confirm that they wished to transfer to the DC Scheme.  Three Members also emailed seeking clarification of their personal circumstances, which the HR Manager has responded to.

No representations were received opposing the proposals.
The offer of 2.6% transitional relief for 3 years also appears to have been well received.

2.0 
Transitional Relief
Hexagon currently matches employee contributions into the DC Scheme up to a maximum of 7.4%.  This figure was originally agreed as it was comparable to Hexagon’s future service contribution into the Final Salary Scheme.  
As part of the Employee Consultation, the offer was made to provide transitional relief to existing Final Salary Scheme members of an additional 2.6% employers’ contribution up to a maximum of 10% for a period of 3 years.  Therefore if members choose to contribute 7.4% or more, Hexagon will contribute 10% until 31st March 2019.

These costs are containable within the Business Plan, and the budget assumption for 2016/17 is based on a 10% employers’ contribution for all existing Final Salary Scheme members.

3.0
Amendment to Terms and Conditions
As there have been no representations received from staff, and the majority of feedback received has been positive, it is not proposed to dismiss and re-engage staff on new contracts.  The terms and conditions of existing Final Salary Scheme members will be amended by unilateral variation.  Members will be notified in writing to the amendment to their terms and conditions in early February.  There is a risk that a Member could resign and claim constructive dismissal, but based on knowledge of the workforce, it is felt that this risk is minimal.  In the unlikely event that a member did choose to take this course of action, the savings made by closing the final salary scheme would far outweigh any damages payable by Hexagon.
4.0 
Conclusion
Having considered the feedback received via the employee consultation exercise, the view of the Directors Group is that the Final Salary Pension Scheme should be closed with effect from 31st March 2016, and existing members should be transferred to the SHPS Defined Contribution Scheme on 1st April 2016 with transitional relief of an additional 2.6% employers’ contribution up to a maximum of 10% for a period of 3 years.  The Board is asked to approve the recommendations as set out in this report.

Tracy Inniss

7th January 2016
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