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1 Introduction
All employers participating in LGPS must prepare, publish and keep under 
review policies on their Employers’ Pension Discretions. 

The LGPS Regulations 2013 stipulate this requirement in four areas, namely:

1. Voluntary funding of additional pension via a Shared Cost Additional       
Pension Contribution (SCAPC) contract, either by regular ongoing contribution 
or one-off lump sum;

2. Flexible retirement;
3. Waiving all or part of any actuarial reduction; and
4. Award of additional pension (at whole cost to the employer).

The 85 year rule: The LGPS (Transitional Provisions and Savings) Regulations 
2014 also require that employers have a policy on whether to agree to apply 
the 85 year rule to a scheme member wishing to voluntarily draw (non-flexible 
retirement) benefits on or after 55 and before age 60. 

1.1 The general principle underpinning this policy is that the Council will not 
approve any policy discretion in respect of pensions unless there is a clear 
business case that demonstrates that such proposals will be self financing to 
the Council.

2 Summary of the key pension policy discretions to be exercised

2.1 Voluntary funding of additional pension via a Shared Cost Additional 
Pension Contribution (SCAPC) contract

Whether, where an active Scheme member wishes to purchase extra annual 
pension of up to £6,675 (figure at 1 April 2015) by making Additional Pension 
Contributions (APCs), to (voluntarily) contribute towards the cost of purchasing 
that extra pension via a Shared Cost Additional Pension Contribution (SCAPC) 
[regulations 16(2)(e) and 16(4)(d) of the LGPS Regulations 2013] 

Policy
The Council will not contribute to voluntary funding of a shared cost additional 
pension contribution (SCAPC) contract at this time.

2.2 Flexible retirement
Ability under Regulation 30 (6) LGPS 2013 to grant flexible retirement for staff 
aged 55 or over and, if so, 
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2.2.1 Whether to permit the member to choose to draw some, or all, of their 
accrued pension benefits

Policy
a) The Council will consider requests on business grounds in accordance with the 

needs of the service and based on the business case put forward. Flexible 
retirement will only be agreed where it is in the interests of the Council to do 
so.

b) Requests for flexible retirement will normally only be considered where the 
request is for a reduction of at least 50%.  However the criteria for 
consideration is firstly to provide a good business case to support the request 
and secondly the reduction in hours of 50%.

c) Requests for flexible retirement will be considered from any employee wishing 
to reduce their hours/grade where the reduction relates to the employees’ 
current position or upon a transfer to any other position within the Council. 

d) The Council will retain the right when agreeing to a flexible retirement to only 
permit the Scheme member to draw part, rather than all their accrued pension 
rights.

e) Any cost will be born by the Service Area where the employee worked before 
the reduction in hours/grade. 

f) Flexible retirement may be considered for a valid medical reason where ill 
health retirement is not appropriate.

g) Any employee granted flexible retirement will not be entitled to any salary 
protection if this would otherwise normally apply.

2.2.2 Ability to waive, in whole or in part, any early payment reduction which 
would otherwise be applied to the benefits taken on flexible retirement 
before Normal Pension Age (NPA) in accordance with the LGPS 
Regulations 

Policy
Any actuarial reduction applied to the pension benefits will not be waived, in 
whole or in part, unless there is a very strong business case for doing so.

2.2.3 Approval of Flexible Retirement Requests

Policy
In order to ensure consistency in allowing flexible retirement, CLT will consider 
each request based on the business case and approve/reject as appropriate.   
However if there is a cost to the Council the approval of Personnel and General 
Purposes is required.
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Both CLT and the Personnel and General Purposes Committee would need to be 
able to objectively justify its decisions if challenged, as there are potential risks 
of claims of sex/age discrimination.

2.3 Waiving all or part of any actuarial reduction 
Whether to waive any actuarial reduction that would normally be applied to 
benefits which are paid before Normal Pension Age.

Benefits will be subject to the actuarial reduction (if any) applicable under the 
LGPS Regulations. The Council can waive any actuarial reduction (this is no 
longer limited to  being on compassionate grounds). The cost to the pension 
fund of waiving any actuarial reduction would have to be met by the Council.

Policy
Each request to waive an actuarial reduction will be considered on its own 
merits by the Personnel and General Purposes Committee. The Committee will 
require full details of the exceptional circumstances. 

2.4 Award of additional pension (at whole cost to the employer)
Power under Regulation 31 of the LGPS Regulations 2013 for an Employer to 
award additional pension either by regular ongoing contribution or one-off lump 
sum.

The resolution must be made while the member is active, or if the member has 
been made redundant or retired on the grounds of business efficiency – within 
6 months of them leaving.

For April 2015 the additional pension limit is £6,675 and will be reviewed each 
subsequent 1 April.

The cost of granting any extra membership would have to be met by the 
Council either, by agreement with the Pension Fund administering authority, by 
the payment of a lump sum into the Pension Fund or by paying increased 
employer contributions to the Fund. 

The payment of a lump sum into the Pension Fund, or the agreement to pay 
increased employer contributions, would have to be made within one month of 
the date of the resolution to grant extra membership or such longer period as 
the administering authority and the Council agree. 

Increased pension contributions for:

2.4.1 An active member

Policy
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The Council will only award extra membership to an active Scheme member in 
rare and exceptional circumstances when it is deemed absolutely necessary as 
an inducement to attract and / or retain an employee who has specialist skills 
and experience required by the Council.

There is a risk that the Council could be open to challenge under the Equality 
Act 2010 on age or gender discrimination grounds (as those not in the Pension 
Scheme tend to be younger employees and part-time female workers). 
Therefore the Council will not make use of the provision to grant Scheme 
members additional annual pension unless different treatment can be 
objectively justified.

2.4.2 A member who was an active member who was dismissed under 
redundancy or business efficiency.

Policy
When terminating employment on the grounds of redundancy or efficiency the 
Council may make a discretionary lump sum compensation payment where it 
can be demonstrated that such a course of action is in the interests of the 
Council in achieving economic and operational benefits. The maximum payment 
in any individual case shall not exceed the payment that would have applied in 
a redundancy situation.

2.5 The 85 year rule
Rule of 85

The Rule of 85 is satisfied if the scheme members age at the date they draw 
their benefits and their scheme membership add up to 85 or more (part years 
are ignored). If they are part-time, their membership counts towards the rule of 
85 at its full calendar length.  To have Rule of 85 protection members must 
have been an active member of the LGPS on 30 September 2006. 

If their benefits are deferred the rule is satisfied if their age at the time they 
draw their benefits and the membership they would have had in the LGPS (if 
they had stayed in the scheme between the date of leaving and the date 
they draw their benefits) add up to 85 or more (part years are ignored). 

The LGPS (Transitional Provisions and Savings) Regulations 2014 require that 
employers have a policy on whether to agree to apply the 85 year rule to a 
scheme member wishing to voluntarily draw (non-flexible retirement) benefits 
on or after 55 and before age 60. The 85 year rule does not automatically apply 
if the employee decides to voluntarily draw (non-flexible retirement) benefits on 
or after age 55 and before age 60 but the employer can agree to apply the 85 
year rule. If the employer does apply the 85 year rule, the employer would 
have to meet any strain on Fund cost (as under the 2008 Scheme). If the 
employer does not apply the 85 year rule, the scheme member would meet any 
strain on Fund cost via an actuarial reduction applied to their pension. However, 
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the employer has discretion to waive actuarial reductions (at cost to the 
employer).

Policy

The Council would not normally apply the 85 year rule, (so the scheme member 
would meet any strain on fund via an actuarial reduction applied to their 
pension) unless there are special grounds to justify this. Any exceptions to this 
will be considered on its merits by the Personnel & General Purposes 
Committee.

3 Other Policy decisions under the LGPS

There are a number of other discretions which Scheme employers may exercise 
under the LGPS Regulations 2013. There is, however, no requirement to have a 
written policy in respect of these but there are five in respect of which it would 
perhaps be appropriate for Scheme employers to have a written policy in order 
that members can be clear on the employer’s policy on these matters. They 
are: 

3.1 Shared-cost Additional Voluntary Contribution (SCAVC)
Whether, how much, and in what circumstances to contribute to a shared-cost 
Additional Voluntary Contribution (SCAVC) arrangement entered into on or after 
1 April 2014 [regulation 17 of the LGPS Regulations 2013] 

Policy
The Council will not contribute to a shared cost AVC arrangement at this time.

3.2 To allow a scheme member to transfer other pension rights into the 
LGPS if they have not made such an election within 12 months of 
joining LGPS
Whether, with the agreement of the Pension Fund administering authority, 
to permit a Scheme member to elect to transfer other pension rights into 
the LGPS if he / she has not made such an election within 12 months of 
joining the LGPS [regulation 100(6) of the LGPS Regulations 2013] 

Policy

The Council will extend the 12 month period:

a. where the member asked for transfer investigations to be commenced 
within 12 months of joining the LGPS but a service credit has not been offered 
to the member within 11 months of joining the LGPS. The time limit for such a 
member to make a formal election to transfer pension rights into the LGPS will 
be extended to one month beyond the date of the letter issued by the Pension 
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Fund administering authority notifying the Scheme member of the service credit 
the transfer will buy in the LGPS;

b. where the member is initially appointed on a fixed term contract for a 
period of a year or less and the contract is subsequently extended to a period of 
greater than one year. Such a member may request transfer investigations to 
be commenced within 3 months of the written notification of the contract 
extension or within 12 months of joining the LGPS, whichever is the later and 
may make a formal option for the transfer to proceed within one month of the 
date of the letter issued by the Pension Fund administering authority notifying 
the Scheme member of the service credit the transfer will buy in the LGPS or 
within 12 months of joining the LGPS, whichever is the later.

c. where the member is able to demonstrate that there are exceptional 
circumstances which may justify the extension of the 12 month period.

3.3 Extending the time limit for aggregating deferred benefits
Whether to extend the 12 month time limit within which a Scheme member 
who has a deferred LGPS benefit in England or Wales following the cessation of 
employment (or cessation of a concurrent employment) after 31 March 2014 
may elect not to have the deferred benefits aggregated with their new LGPS 
employment (or ongoing concurrent LGPS employment) if the member has not 
made an election to retain separate benefits within 12 months of commencing 
membership of the LGPS in the new employment (or within 12 months of 
ceasing the concurrent membership) [regulations 22(7) and (8) of the LGPS 
Regulations 2013] 

Policy
The Council will extend the 12 month time limit for aggregation of LGPS 
membership where the member is initially appointed on a fixed term contract 
for a period of a year or less and the contract is subsequently extended to a 
period of greater than one year. Such an active member may opt to aggregate 
LGPS benefits within 3 months of the notification of the contract extension or 
within 12 months of joining the LGPS with the Council, whichever is the later.

3.4 The allocation of pension bandings

How the pension contribution band to which an employee is to be allocated on 
joining the Scheme, and at each subsequent April, will be determined and the 
circumstances in which the employer will, in addition to the review each April, 
review the pension contribution band to which an employee has been allocated 
following a material change which affects the member’s pensionable pay in the 
course of a Scheme year (1 April to 31 March) [regulations 9 and 10 of the 
LGPS Regulations 2013] 
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Policy

The bandings are normally allocated based on the annual rate of contractual 
pay and is reviewed based on the actual pay.

3.5 Include regular lump sum payment based on previous 12 months for 
‘assumed pensionable pay’ calculation in specified circumstances

Whether or not, when calculating assumed pensionable pay when a member is: 

- on reduced contractual pay or on no pay due to sickness or injury, or 
- absent during ordinary maternity, paternity or adoption leave, or paid shared 
parental leave, or during paid additional maternity or adoption leave, or 
- absent on reserve forces service leave, or 
- retires with a Tier 1 or Tier 2 ill health pension, or 
- dies in service 

to include in the calculation the amount of any ‘regular lump sum payment’ 
received by the member in the 12 months preceding the date the absence 
began or the ill health retirement or death occurred. A ‘regular lump sum 
payment’ is a payment for which the member’s employer determines there is a 
reasonable expectation that such a payment would be paid on a regular basis 
[regulations 21(4)(a)(iv), 21(4)(b)(iv) and 21(5) of the LGPS Regulations 
2013]. 

Policy
The Council will not normally include in the calculation of a scheme member’s 
assumed pensionable pay the amount of any ‘regular lump sum payment’ 
received by the member in the 12 months preceding the date the absence 
began or the ill health retirement or death occurred would need to be fair, 
equitable and justifiable.   Any exceptions to this will need to be approved by 
Personnel & General Purposes Committee.

4 Summary of the discretions to be exercised under the Local 
Government (Early Termination of Employment) (Discretionary 
Compensation) (England and Wales) Regulations 2006

The Local Government (Early Termination of Employment) (Discretionary 
Compensation) (England and Wales) Regulations 2006 provide that the Council 
may:

i) base a redundancy payment on an employee’s actual weeks pay where this 
exceeded the statutory weeks pay limit, and

ii) make a payment of up to 104 weeks pay (inclusive of any redundancy 
payment) where the employee is leaving for redundancy or efficiency reasons. 
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In formulating and reviewing its policy under the new Discretionary 
Compensation Regulations, the Council 

i) must have regard to the extent to which the exercise of its discretionary 
powers, unless properly limited, could lead to a serious loss of confidence in the 
public service; and

ii) must be satisfied that the policy is workable, affordable and reasonable having 
regard to the foreseeable costs.

4.1 Policy for redundancy compensation

The Council will:

i) disregard the maximum statutory weeks pay figure and the redundancy 
payment will be based on an employee’s actual weeks’ pay;

ii) make a lump sum compensation payment (inclusive of any redundancy 
payment) under the 104 weeks provision by multiplying the redundancy 
payment by a standard multiplier of 1.34.

 
4.2 Policy for efficiency compensation

Apart from requiring a policy on redundancy compensation (see above) the 
Council needs to have a policy in relation to terminations on the grounds of 
efficiency of the service.  

The Council may make a discretionary lump sum compensation payment where 
it can be demonstrated that such a course of action is in the interests of the 
Council in achieving economic and operational benefits. The maximum payment 
in any individual case shall not exceed the payment that would have applied in 
a redundancy situation.

5 Summary of the discretions to be exercised under the Local 
Government (Discretionary Payments) (Injury Allowances) 
Regulations 2011

Under regulation 14(1) of the Local Government (Discretionary Payments) 
(Injury Allowances) Regulations 2011 Scheme employers (LGPS employers), 
other than admission bodies, must formulate, publish and keep under review a 
policy on: 
a) whether to make an injury award to those who sustain an injury or contract 
a disease as a result of anything they were required to do in performing the 
duties of their job and in consequence of which they: 

- suffer a reduction remuneration, or 
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- cease to be employed as a result of an incapacity which is likely to be 
permanent and which was caused by the injury or disease, or 
- die leaving a surviving spouse, civil partner or dependant, and 

b) if the Scheme employer has a policy to make such payments, how it will 
determine the amount of injury allowance to be paid 
[regulations 3 to 7 of the Local Government (Discretionary Payments) (Injury 
Allowances) Regulations 2011]. 

5.1 Policy
The Council will not normally exercise it’s discretionary power to make an 
additional payment where they have sustained an injury or contracted a disease 
as a result of anything they were required to do in performing the duties of 
their job and in consequence of which they: 

- suffered a reduction remuneration, or 
- cease to be employed as a result of an incapacity which is likely to be 
permanent and which was caused by the injury or disease, or 
- die leaving a surviving spouse, civil partner or dependant

Any exceptions to this will need to be approved by Personnel & General 
Purposes Committee.

6 GENERAL

6.1 Consultation

 The Council’s discretionary policies contained in the Statement of Policy, and 
any awards under the Statement of Policy, are to be determined at the sole 
discretion of the Council. When the Council intends to consider a change or 
changes to the Statement of Policy it will give notice to the recognised Trade 
Unions but is not required to consult with them.  

 A copy of the Council’s Statement of Policy will be sent to the Pension Fund 
administering authority. 

6.2 Effective date of change

 Any change to the discretions exercised under the LGPS Regulations can take 
immediate effect from the date the Council agrees the change.

 Any change to the discretions exercised under the Discretionary Compensation 
Regulations cannot take effect until one month after the date the Council 
publishes a statement of its amended policy.
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6.3 Non-fettering of Discretions, etc
The decisions taken by the Council as a result of a report placed before the 
Personnel and General Purposes Committee will form the Council’s revised 
Statement of Policy. It should be noted that:

 the policy will confer no contractual rights; 

 subject to paragraphs 13 and 14, the Council will retain the right to change 
the policy at any time without prior notice or consultation  and 

 only the policy which is current at the time a relevant event occurs to an 
employee will be the one applied to that employee. 


