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Local Government Pension Scheme: an introduction

The Local Government Pension Schemes (LGPS) has more than five million members – contributors, ‘deferred members’ and pensioners and is made of individual funds with assets running into billions of pounds.

It has members in local government, education from primary to higher, police staff, the voluntary sector, environment agencies and private contractors.

The LGPS is a statutory public service scheme, so the scheme’s benefits and terms are set out in regulations passed through parliament.

Membership is automatic for nearly all eligible employees taken on before the age of 75, but you can opt out.


UNISON responds to the MHCLG Consultation on New Best Value Statutory Guidance: Special Severance Payments

UNISON voices its concerns on the new statutory guidance on discretionary benefits in LGPS England and challenges Government’s view that current payments are generous.

The link to the consultation document is :-https://lgpslibrary.org/assets/cons/lgpsew/20210702_DSG.pdf

You can view UNISON’s response under resources at the bottom of this page.




The McCloud and Sargeant age discrimination case and the LGPS

Background

Firefighters and judges successfully took complaints to Employment Tribunals on the basis of the 2015 changes to their respective pension schemes being discriminatory based on age. The government attempted to appeal this.

The Supreme Court determined in the case of McCloud (a judge) that the Employment Tribunal decisions stand, and that the government must correct this age discrimination for members not covered by “transitional protection” and who therefore had to move to the new schemes.

The FBU took and won a similar case for one of their firefighters: The Sargeant case.

How will it affect me?

The government confirmed that the difference in treatment provided by the transitional arrangements will need to be remedied across all public sector pension schemes including the LGPS.

The remedy will only apply to benefits earned after the new scheme came in from April 2014 for England and Wales and April 2015 for LGPS Scotland and LGPS Northern Ireland.

The transitional protection is currently only applied to members in service on 1 April 2012 who were within 10 years of their normal retirement age at that date. It has hardly been used because the higher accrual rate has offset the small early retirement reduction for this age group and very few members have received a big pay increase since the new scheme came in.

The remedy is that regardless of your age if you were in service before 1 April 2012 you will be eligible for the underpin test when they leave or retire

The Government proposes to end all transitional protection from April 2022.  After that date the LGPS underpin will not apply for service earned after that date. The maximum period of service by the proposed remedy would be from 2014/15 to 2022.

A member will only know whether they would have been better off in the final salary section in force up to 2014 (2015 Scotland), or the CARE section that replaced it for future service in the LGPS, when they retire, reach age 65 or leave service. Because of the higher accrual rate in the CARE section many if not most members will not see an improvement of their benefits.

The test will apply to any member who has service after April 2014/15 even if they have left.

The changes will come into effect from April 2022 and be backdated to 2014/15. Draft regulations will be consulted on in the autumn.

Members do not need to take individual action or make a claim.

You can read the ministerial statement below:-

https://questions-statements.parliament.uk/written-statements/detail/2021-05-13/hcws26

How much will it cost?

The cost may be much less in the LGPS compared to other public service schemes as all members moved over to the 2014 scheme (2015 in Scotland and Northern Ireland).

The current transitional protection in the LGPS has hardly been need because of the current age group that are protected, the better accrual rate in the CARE section and low pay increases for most members.

There will be a cost when the remedy is applied to all age groups.

The most recent cost quoted by government for the LGPS is around £2.5 billion. However, the real cost will be different and probably lower because it assumes that staff will get 4.2% pay increases each year from now on. The lower the pay increase the less likely the underpin will provide a higher pension.

Who will pay for the increased cost?

The Government has ‘un paused’ the cost share process for the public service pension schemes.

The Government paused cost share as soon as the McCloud Judgement was confirmed in the Court of Appeal so negotiated benefit improvements because of the fall in the cost of benefits at the 2016 scheme valuations (2017 LGPS Scotland) did not come into force.

The Government is now attempting to put the cost of extending the transitional protection into cost share so effectively the members pay for it. If the Government succeeds in this it will mean that the improvements negotiated in 2019 when the cost of the benefits declined at the 2016/17 schemes valuations will be swallowed up by the increased cost of McCloud and they will not take place.

The Unions are opposing this up to and including possible legal action.

What about the LGPS funds?

Regardless of whether the McCloud costs are included in cost share the LGPS is a funded scheme and employer contributions are determined at fund level. This means any change in cost is likely to be reflected in higher employer contributions.



What are the benefits of the LGPS?

The scheme is administered locally through 101 regional pension funds (89 in England & Wales), and offers:

	a pension based on your pay and how long you’ve been in the scheme, not the state of the financial markets when you retire;
	the option to exchange part of your pension for tax free cash on retirement;
	immediate life cover and a pension for your husband, wife, partner and/or children when you die;
	an option means you can retire from 55 and receive benefits immediately, although if you voluntarily retire early, your pension is likely to be significantly reduced for being paid early;
	an option to flexibly retire from 55 with employer’s consent, and you can negotiate with your employer to continue working on reduced hours and draw part or all your pension;

immediate payment of pension benefits, without reduction, if you are made redundant or retired for business efficiency purposes after 55;
	access to a pension, which could be enhanced, from any age if the medical evidence shows you should be retired on the grounds of permanent ill health;

the ability to boost your pension by paying more contributions, for which you receive tax relief;
	employers’ contributions averaging between 14% and 18% on top of the contributions you pay towards the cost of your pension.


Are you eligible for the LGPS?

To become a LGPS member, you have to be under the age of 75.

If you are not sure whether you are already paying into the scheme, check your payslip.

How much do scheme members receive?

The pension you receive from the LGPS in England and Wales before 1 April 2014 will be based on your best year’s final pensionable earnings within the last three years of your scheme membership, and on your length of service in the scheme.

From 1 April 2014 in England and Wales, your future pension will be calculated on an average of your future earnings, revalued for inflation, rather than just on your earnings near to retirement.

This change will take place from April 2015 in Scotland and Northern Ireland.

Pay bands and rates

In the LGPS in England and Wales, you currently pay between 5.5% and 12% (before tax relief)of the pay you receive, depending on how much you earn.

You only pay contributions on the pay you actually earn. If your pay is reduced – for example, because of ill health or maternity – there are rules that set out when “assumed pay” is to be used so you are not penalised.

These pay bands and rates apply from April 2014 in England and Wales:

	Pay rate	Gross contribution rate	Contribution you pay after tax relief
	Up to £13,500	5.5%	4.4%
	£13,501 to £21,000	5.8%	4.64%
	£21,001 to £34,000	6.5%	5.2%
	£34,001 to £60,000	6.8%	5.44%
	£60,001 to £85,000	8.5%	5.1%
	£85,001 to £100,000	9.9%	6.3%
	£100,001 to £150,000	11.4%	6.84%
	More than £150,000	12.5%	6.88%


 

 

 

 

 

Part-time workers’ contribution rates are now based on their actual pay, rather than what they would be earning if they worked full time, and for the first time, non-contractual overtime pay will count toward deciding a member’s contribution rate.

How to join the LGPS

Your employer should put you into the scheme automatically.

If you have a contract of less than three months you will not be put in the scheme automatically but you do have the right to join if you want to.

Check your payslip to see if you are paying in and, if not, contact your employer to see if you can join. It is important that you complete and return any joining form sent to you.

When your form is received, relevant records will be set up and an official notification of your membership in the scheme will be sent to you.

LGPS boards

There are 89 LGPS funds in England and Wales, and each must have a board to assist in the decision making process. The funds need to be governed efficiently and effectively so that pensions can be paid and costs kept to a minimum. The boards are required to have an equal number of representatives from employers and scheme members.

UNISON encourages members to join the LGPS boards.


LGPS fund boards

	From 1 April 2015, the separate pensions funds in the LGPS (England & Wales) and SLGPS (Scotland) will have to set up boards with equal numbers of employer and scheme member reps.
	UNISON is keen that as many member reps as possible are trained UNISON activists, overseeing how our members’ pension funds are used.




Government consultation

In summer 2019, the government consulted on plans to allow universities and colleges in England to opt out of offering the LGPS to new non-teaching staff. Thank you to all the UNISON members who emailed their MPs to express their opposition to the proposals, which UNISON called ‘the thin end of the wedge’ for further erosion of the scheme. Read about UNISON’s response to the consultation.

So far there has been no response or legislative change from the government. We will keep you informed.


	
	

	FAQs

			
			Local Government Pension Scheme

				
						
							
								At what age can I join the scheme?																							

							
								
									You can join the pension scheme at any time up to 75.

								

							

						

					
	
						
							
								Can I still receive a state pension if I am a member of the LGPS?																							

							
								
									There are currently two parts to the state pension; the basic state pension and the additional state pension.

You will qualify for a basic state pension if you’ve made enough national insurance contributions in addition to your pension from the LGPS.

However you could find that your entitlement to the additional state pension is minimal, or even zero, as public service pension schemes including the LGPS are contracted-out of this, meaning while in the LGPS you pay less national insurance contributions and don’t get the additional state pension as a result.

The LGPS is separate and in addition to your state pension.

								

							

						

					
	
						
							
								I hear that there are changes being made to the Local Government Pension Scheme: is there anything that I need to know?																							

							
								
									The regulations changing the LGPS came into force on 1 April 2014.

Anyone who has opted out of the LGPS must rejoin the scheme if they want protection of the earnings link on any final-salary benefits that they have earned up to April (there is some protection for those who opt back in within five years of opting out).

If the cost of contributions is a problem, the new regulations from April will allow members to pay half their normal contribution rate for half the pension.

If they do not rejoin, any benefits earned before they opted will go up in line with prices – currently the Consumer Prices Index – rather than earnings.

The transitional protection regulations that became law on 10 March allow members who have opted out to opt back in within five years and still get the earnings link protection.

When they opt back they can decide within 12 months of rejoining whether or not to combine their service before April 2014 with their current service so it gets earning link protection.

If their pay has gone down since they opted out they may decide to keep it deferred and for it to go up in line with prices (CPI) instead.

								

							

						

					
	
						
							
								I’m thinking of joining the scheme. What now?																							

							
								
									To be eligible to join the LGPS, you need to be under 75 and work for an employer which offers LGPS membership.

Membership is automatic for most eligible employees.

								

							

						

					
	
						
							
								Is the LGPS just for local government employees?																							

							
								
									No. Local government employers have to participate in the LGPS, but around 25% of members are from the Environment Agency, higher education and police sectors plus some private contractors who have been granted admitted body status.

								

							

						

					
	
						
							
								Where can I find information on pension entitlement or enhancement when faced with redundancy?																							

							
								
									If you’re made redundant or you retire because of service efficiency, you have a statutory right to draw an unreduced pension as long as you are at least 55 years old when your job ends.

In addition, your employer can consider:

	awarding you up to £6,250 a year additional pension;
	awarding you up to 10 years extra pensionable service;
	increasing your statutory redundancy payment;
	up to a maximum compensation of up to 104 weeks pay.


Each employing authority has a legal duty to publish its policies on these discretionary powers and keep them under.

The employer does not have to have a different policy, depending on whether a redundancy is voluntary or compulsory, but, it is possible for employers to adopt a particular policy that they only offer on a voluntary redundancy basis – if, for example, the employer wants to encourage people to come forward and apply.

								

							

						

					
	
						
							
								Will I receive the full state pension?																							

							
								
									The state department that administers the state pension, the Department for Work and Pensions (DWP), have said that fewer than half of those retiring between 2016 and 2020 will get the full amount of state pension and that “contracted-out” workers, most public service workers, will receive no more than £133 a week.

In response to a freedom of information request the DWP have said that only 45% of the 3.5 million people retiring between 2016 and 2020 will receive the full £150 (approximately) a week.

If you are a member of a public service pension scheme (i.e. local government, NHS Pension Schemes) you are currently contracted-out of the State Second Pension.

The current state pension system is split into two; the Basic State Pension and the State Second Pension. Public service workers currently only earn an entitlement to the basic element which is currently £115.95 a week for someone with a full 30 year National Insurance record.

You hence do not get a State Second Pension but do pay less National Insurance, as does your employer. More specifically you pay 1.4% less National Insurance on your weekly earnings between £155 and £770 and your employer saves 3.4% in comparison.

With effect from the 6 April 2016 this will stop and you will no longer be contracted-out. You will therefore pay a higher rate of National Insurance contributions than currently.

Ultimately if you are reasonably close to retirement you will not get what you may expect as your existing National Insurance record will determine the majority of your entitlement and you will simply pay more National Insurance for relatively little extra benefit. Younger workers will typically however accrue a bigger state pension over time than they would otherwise have done (albeit through paying more in National Insurance and having to wait longer to draw their state pension).

								

							

						

					


		

	

	

			Resources

			
				
	
	
	UNISON response to Stat guidance on SSP

	23 August 2021

	UNISON voices its concerns over the new statutory guidance on discretionary benefits in the LGPS (England) and challenges the Government’s view that the current payments are generous. Read our response here.



	
				
											none
									

			
	
				
	
	
	UNISON Cost Cap response

	18 August 2021

	This consultation was launched following Government concerns that the Cost Cap mechanism for controlling public service pension scheme costs is not working as intended. Please read UNISON’s response here.



	
				
											none
									

			
	
				
	
	
	Housing Association LGPS to SHPS Briefing Paper (England and Wales)

	26 May 2021

	This briefing paper compares the main differences between the LGPS and SHPS in England and Wales



	
				
											none
									

			
	
				
	
	
	LGPS Redundancy

	18 June 2020

	What Happens to my Local Government Pension Scheme (LGPS) benefits if I am made redundant?

This brief guide is for information only. Members should be encouraged to contact their employer’s pension departments and website for more information.



	
				
											none
									

			
	
				
	
	
	UNISON Response to the Local Government Pension Scheme: Changes to the Management of Employer Risk

	8 August 2019

	UNISON’s formal response to the government consultation on proposals that would allow higher and further education employers in England to opt out of providing LGPS membership for new staff members



	
				
											none
									

			
	
				
	
	
	Member template for LGPS consultation

	15 July 2019

	A template response for members to use and adapt in responding to the 2019 government consultation: ‘Local government pension scheme: changes to the local valuation cycle and management of employer risk’



	
				
											none
									

			
	
				
	
	
	Branch template for LGPS consultation

	15 July 2019

	A template response for branches to use and adapt in responding to the 2019 government consultation: ‘Local government pension scheme: changes to the local valuation cycle and management of employer risk’



	
				
											none
									

			
	
				
	
	
	Responsible investment in LGPS

	11 April 2019

	Research and review of the pension fund’s investment strategy statements (England and Wales



	
				
											none
									

			
	
				
	
	
	Local Government Pension Scheme Funds Guide

	8 September 2016

	This 12-page newsletter explains the complex world of money and investment relating to the Local Government Pensions Scheme funds. It is detailed and aimed at those who are interested in the complex world of pension funds rather than all members. Max order 30 – or email stockorders@unison.co.uk



	
				
											none
									

			
	
				
	
	
	Draft branch and region submission to LGPS investment consultation

	2 February 2016

	Consultation submission for Branches/individuals for LGPS



	
				
											none
									

			
	
				
	
	
	LGPS local boards questions and answers

	24 February 2015

	Q&A on the establishment of LGPS boards



	
				
											none
									

			
	
				
	
	
	UNISON negotiators’ guide – LGPS fund boards – time to govern your money

	24 February 2015

	Guidance on the establishment of LGPS boards



	
				
											none
									

			
	
				
	
	
	LGPS PoP Campaign 29

	4 April 2014

	Update on the new local government pension scheme (England and Wales)



	
				
											none
									

			
	
				
	
	
	Local government pension scheme briefing

	4 April 2014

	A briefing for members highlighting the main points of the Local Government Pension Scheme (England and Wales), which started on 1st April 2014.



	
				
											none
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Legal disclaimer

The information contained within this article is not a complete or final statement of the law and is based on the laws of England, Wales, Scotland and Northern Ireland.

While UNISON has sought to ensure that the information is accurate and up to date, it is not responsible and will not be held liable for any inaccuracies and their consequences, including any loss arising from relying on this information. If you are a UNISON member with a legal problem, please contact your branch or region as soon as possible for advice.








	
Getting help as a member of UNISON

Can't find the answer you're looking for here? Get help by:

	Contacting your branch
	Using our online enquiry form
	Calling the UNISONdirect call centre on 0800 0 857 857


UNISONdirect's hours are:

Monday to Friday 6am to Midnight and Saturday 9am to 4pm.

 Not a member? Join now



 



			
	
	
		
		

	Related links

		LGPS 2014: England and Wales
	SLGPS: Scottish Public Pensions Agency
	LGPSNI: Northern Ireland Local Government Officers’ Superannuation Committee
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