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	Terms Of Reference

	1. 
	Background

	In 2006 The Scottish Government, COSLA and the Unions formed a tripartite group called the Scottish Local Government Pensions Advisory Group (SLOGPAG) with the overall aim of reforming the Local Government Pension Scheme (LGPS). The group’s objectives were to ensure that the scheme was accessible for all local government employees, was cost effective and sustainable over the longer term.

The new look LGPS is governed by the following regulations:
· The Local Government Pension Scheme (Benefits, membership and contributions) (Scotland) Regulations 2008 – (SSI 2008/230)
· The Local Government Pension Scheme (Administration) (Scotland) Regulations 2008 – (SSI 2008/228)

· The Local Government Pension Scheme (Transitional Provisions) (Scotland) Regulations 2008 – (SSI 2008/229)
These regulations were laid in the Scottish Parliament on 6 June 2008 and take effect from 1 April 2009. An overview of the new LGPS features is attached at Appendix A.

This document sets out the approach that will be taken by Strathclyde Pension Fund to ensure that these legislative changes are implemented by April 2009 and that all of our key stakeholders are fully aware and supported throughout this transformational change. 

	2. 
	Objectives

	The objectives for this project are:
· To ensure the effective implementation of the new LGPS

· Identify our key stakeholders and work with them to ensure that their individual needs are met for the delivery of the new scheme
· Identify and communicate the key features of the new LGPS

· Develop a training programme that supports both internal and external needs.

· Have the technical capability in place to deliver the new scheme.

· Fully liaise with our Scottish counterparts through the Scottish Pensions Liaison Group to ensure a consistent approach to implementation.

· Take advantage of any lessons learned through liaison with our English and Welsh counterparts as their new scheme was effective from April 2008. 

· Report regularly to the Project Sponsor and Committee.

	3. 
	Scope 

	The overall project will span from April 2008 to June 2009. This covers the implementation at April 2009 and also factors in a 12 week period of extended support during the early consolidation stages following ‘go live’ date.  

The project is far reaching due to the many technical changes to the administration of the LGPS. The Project Team will ensure that all in house changes are implemented and that the service to members and employers is seamless during this transition. In addition, the scope of the project will also be extended to include a package of full support for the 12 Local Authorities and the 200+ employers. This will include: 
· Deciphering and implementing the new scheme regulations and highlighting critical policy changes for employers.

· Liaison with payroll software providers to ensure that the tiered contributions can be eased in from April 2009.

· Liaison with Doctors authorised to certify ill health so as to avoid the stockpiling of these applications as has happened in England and Wales. 



	
	

	4. 
	Deliverables/Outcomes

	· Decipher and correctly interpret the LGPS regulations

· Conduct stakeholder analysis to Identify our key stakeholders and through regular liaison meetings understand their specific needs during the lifecycle of the project
· Develop a comprehensive communication strategy that meets the needs of our varied stakeholders
· Conduct training needs analysis for both internal and external stakeholders and develop a training strategy and package that is fit for purpose 

· Analyse the technical modifications required, formulate a technical strategy and work closely with our IT partners (Heywoods) and employers to deliver. 

	
	

	5. 
	Impact

	If the new LGPS legislation and guidance are not correctly implemented then this could lead to a shortfall in contributions if the wrong tiered rates are applied by employers. This could impact on the level of employer contribution at the next Actuarial Valuation.

	
	

	6. 
	Constraints

	The success of the project is heavily dependant on actions being taken by the following external stakeholders:
· SPPA for the development and issue of the legislation and guidance.
· Government Actuary Department for the development of guidance to support key elements of pension calculations such as flexible retirement. 

· Heywoods for the technical modifications to the Axise system

· Employers for correctly identifying who is eligible for the LGPS and ensuring that the correct tiered contribution rates are applied.
· Payroll software suppliers understanding the changes and modifying employers’ systems. 

· Doctors understanding and implementing the new ill health provisions.

To minimise the risks from these constraints a dedicated Risk Manager has been appointed to collate and regularly review the risk register.

The Project manager also has responsibility for ensuring that all of these constraints are managed through effective communications and liaison with critical stakeholders.

	
	

	7. 
	Dependencies Relating to Other Projects

	This project, to an extent, is dependant on the successful delivery of the Actuarial Valuation Project as clean data will provide a strong foundation for the implementation of the new LGPS.

There is also a dependency between the new LGPS and the Call Assistant Project, which focuses on frontline service delivery to our members, as new scripts will have to be created to reflect the regulation changes.



	Approach

	

	1. 
	Required Timescales

	The project will be managed over a 15 month period. Commencing April 2008 and ending June 2009. This allows 3 months for the consolidation and evaluation stages following implementation in April 2009.

	

	2. 
	Specialist Skills Availability

	All dedicated lead officers are experienced in the various disciplines required for the successful delivery of the project, the following specialist skills are present:

· Project management
· Compliance & risk management
· Internal and external communications 

· Training design and delivery
· Technical support for the Axise system
Our IT partners, Heywoods, have already delivered system changes for the new scheme in England and Wales so have a clear understanding of what is required within Scotland.

As members of the Scottish Pension Liaison Group the project has good liaison links in place and can share ideas and specialist skills with all of the LGPS administering authorities in Scotland and Northern Ireland. There are also close links to the Scottish Government (Scottish Public Pensions Agency) and the actuary (Hymans Robertson) via this group.

There are also close working links in place with the Local Authorities via the Representative Forum and the Administration Forum. These forums give SPFO direct links into both payroll and human resources expertise and also gives employers the opportunity to participate and influence the change design and strategy.
Several of the key payroll software providers have already had experience of implementing the changes in England and Wales. 

Consultation and participation of staff ensures that their specialist operation skills are considered throughout the change design and implementation.   

	

	3. 
	Funding

	The following costs have been identified:
· Redesign of Axise system - SPFO proportion of development costs equates to £17,000.
· External training being provided by Tim Hazelwood - TBA 
· Redesign and print of SPFO documentation – scheme booklet, forms, employer newsletters, and employee newsletters - TBA 
· Modernisation of IT hardware throughout the office - £50,000
· Three laptops for Communications Team for use during New Scheme presentations - £2,488 

· Increased travelling expenses for Liaison Officers – Likely that current expenses will double for a period of five months. Costs estimated at around an additional £200 per week
· Information Forums - £2,000
· Redesign of employers’ payroll software will be picked up by the employers as changes are legislative.
· Project management, compliance and risk, communications, training, technical support will all be met from with SPFO existing budget.

	

	4. 
	Resources

	It is estimated that there will be a need for overtime:

· to backfill resources being used during the testing of the system and in the latter stages of the project due to the expected downturn in productivity following implementation of the New Scheme as staff consolidate their learning

· Currently estimated at 105 person hours per week (15 employees) during eight week consolidation period and a total of 210 person hours during testing.  (3 staff for 10 days)  


	Operational Issues Applying To Delivered Product

	1. 
	Security

	There are no real security issues identified. Technical manager has confirmed that Heywoods do not expect any significant downtime during system redesign and implementation.
Technical manager developing secure encrypted e mail facility for non GSX users.


	

	2. 
	Training

	There are no issues relating to training at this time. The training strategy is attached at Appendix B 

	

	3. 
	Implementation

	The main risk to successful implementation would have been a delay by the Scottish Government in issuing the new regulations and guidance. This risk has now been eradicated as both were issued at the end of June. 

Compliance of the Local Authorities and employers is also critical to successful implementation but as consultation has commenced more that a year before the new scheme implementation date the project team are confident that there is adequate lead time available for key deliverables.
All risks to successful implementation have been identified and are contained within the risk register attached at Appendix C.    

	

	4. 
	Maintenance

	The tiered contribution tables will be updated annually, the Scottish Public Pensions Agency will have full responsibility for this maintenance.
As the forums with employers will continue after the implementation of the new LGPS there will be ample opportunity to discuss any key issues relating to ongoing delivery of the scheme.   
SPFO will continue to be represented at key liaison groups, both National and Scottish, to ensure that our members and employers are kept up to speed with any new developments. 

The SPFO Technical Team will have responsibility for ongoing testing and maintenance of the Axise system. The Technical Strategy is attached at Appendix D. 

	

	5. 
	Ongoing Operation

	The long-term strategy for the cleansing of members records will have a positive impact on the ongoing operation of the new scheme as SPFO and employers work together to tackle the issues created by:

· Casual employees
· Multiple post holders

· Variable hours employees 



	6. 
	Communications

	 A robust communication strategy is required to support the delivery of the new LGPS both internally and externally. A copy of the strategy is attached at Appendix E. 


	Describe Approach Selected

	A brief summary of the key considerations is noted below. All of the component parts of this project will be controlled and monitored via comprehensive project plans.

· SPFO actively involved in the consultation stages of the new LGPS.
· All consultation documents published on the SPFO web site to promote transparent communications.

· Representation on the Scottish Pensions Liaison Group (SPLG) to influence Scottish approach.

· SPFO Sponsor and Committee updated on delivery of key milestones on a quarterly basis. This information will also be shared with employers at the SPFO Representatives’ Forum and the Administrators’ Forum. Quarterly Executive summary will be produced and circulated to CEOs, will mirror Committee timetable. 

· SPFO actively involved in the consultation and drafting of guidance relating to tiered contributions.
· Project Group created to identify key stakeholders and assess their needs – Matrix attached at Appendix F.
· Scheme overview sent to all employers to focus attention on the key deliverables.
· Face to face information forums to be held to ensure that employers’ needs met.
· Branded newsletters to be delivered to employers throughout the project to ensure that they are kept up to speed with developments.
· Annual meeting will focus on the new LGPS and the support that will be available to employers.
· letter to CEOs outlining scheme changes, advising them of the support package in place and highlighting the implications for their organisations. This will reinforce the message about change and highlight the cost implications for payroll system modifications.
· Liaison with payroll software providers to ensure that system modifications are delivered on time and comply with LGPS legislative requirements.
· Liaison with doctors authorised to certify ill health to ensure that the new approach to ill health is understood and delivered.

· Programme of training for employers and staff being developed and delivered before implementation.

· On line support throughout via the SPFO website.
· Circulation of training DVD to all employers. Will also be available via the SPFO web site.
· Articles to publicise the scheme changes to members drafted and circulated to all employers. These can be rebranded and issued by the employers.
· Assisting employers with policy updates.
· Employers will have additional support of SPFO Liaison Officers throughout.
· Newsletters outlining changes issued to active members (will also be mentioned in newsletters for pensioners and deferred members to reinforce the message that the new changes will not impact on them.)
· Redesign of scheme booklet and supporting documentation used within SPFO.
· Scheme booklet will be issued along with benefit statement to all active members. 

· SPFO will be actively involved in developing and testing the Axise system.
· Regular liaison with unions. 

· Encourage staff participation throughout to ensure change design reflects their views.



In order to implement the above approach, the project will be divided into Stages as follows:
	
	Content of Stage and  Objectives
	Expected Milestones
	Resources Required
	Start Date
	End Date

	Stage 1


	Legislative consultation (began in advance of formal new scheme project).

SPFO actively involved in influencing final SPPA regulations and guidance 
SPFO attending Scottish Pensions Liaison Group (SPLG) to shape Scottish approach

SPLG sub group attended by SPFO to develop guidance on tiered contributions
	Regulations and guidance reflect SPFO views.
Draft Regulations and Heads of Agreement issued to all employers

Consultation responses published on SPFO web site
	Compliance & Risk Manager
	30/7/07
	6/6/08

	Stage 2
	Regulations laid before parliament and issued 
[regulations and tiered contributions guidance issued 27/6/08]

Await amendments to discretionary regulations
	Regulations deciphered and final impact on SPFO assessed 
	Compliance & Risk Manager
	6/6/08
	31/3/09

	Stage 3
	SPFO Committee communication
 
	SPFO Committee advised of proposed changes to LGPS. Presentations to be arranged. 

Quarterly reports will update Committee on progress throughout the lifecycle of the project 

	Project Sponsor

	1/4/08

	30/6/09

	Stage 4
	GCC Senior Management communication
	Letter to George Black

Presentation to CMT & FSLT

Quarterly Executive Summary
	Project Sponsor/ Project Manager
	15/7/08
	30/6/09

	Stage 5
	Employee Communications
Communications for employees will be regularly delivered throughout the lifecycle of the project.
	Briefing sessions

Standing agenda item on Leadership meetings, Team Meetings and Manager’s one to one meetings.

Awareness session delivered by Tim Hazelwood to Team Leaders

Team Leaders attendance at Annual meeting 
New scheme area on Connect site for employees which will be updated regularly with key messages

Two way communication channel created to allow employees to feedback on any issues or concerns 
	Project Manager

Compliance & Risk Manager
Communications Manager

	1/4/08

	30/6/09

	Stage 6
	Liaison with Heywoods (Axise software supplier)

Heywoods has already delivered system changes in England & Wales and has a good understanding of the key issues for Scotland.
	Request dedicated Account Manager

Modification to Axise system 

Attendance at Heywoods User Groups – 
[24/9/08]

24/10/08]

SPFO will have opportunity to contribute to  Heywoods’ Project Plans

SPFO has volunteered to take part in extensive system testing. Both national and in-house. (Andy Knox to confirm dates)
Implementation of new software – 2 releases to be installed - 
1. Release 2008.2 – Sept. 08

[expect 80% of system changes to be implemented in Sept 08]

2. Release 2009.1 – Jan. 09 

Heywoods training on use of modified system. Timetable to be agreed. 

Provide user support for SPFO employees (critical following implementation of new software)
	Technical Manager


	1/4/08
	30/6/09


	Stage 7
	Initial Employer Liaison:
Initial contact with employers to prepare them for implementation of New Scheme

Regulations deciphered and extensive consultation on tiered contributions.
	Representatives Forum

[3/6/08 & 2/9/08]
Admin Forum for LAs 
[1/5/08 & 30/6/08]

SCC Liaison

[15/4/08, 13/5/08 & 18/6/08, 1/8/08]

GCC HR Forum

[13/6/08]

Written notification to Admitted Bodies

[4/6/08]
New Scheme overview presented by Tim Hazelwood

[22/5/08]
SPFO Annual Meeting

[20/6/08]

Chief Executives notified by letter [15/7/08]


	Project Manager & Communications Manager
	15/4/08
	15/7/08

	Stage 8
	Ongoing employer communication
	Admin Forums scheduled every six weeks to relay key messages and check employers’ progress (employers have freedom to change frequency of meetings)
Representatives Forum will be held on a quarterly basis

Forum for larger admitted bodies to be created

Full programme of Liaison Officer presentations will be delivered – will link in with members and key personnel in both HR & Payroll . Presentation to CMT and FSLT. 

Series of branded newsletters will be issues throughout the lifecycle of the project

SPFO web site will be updated accordingly with working examples and FAQs

Copy of DVD will be issued to all employers. Will also be available via our web site

Sample articles will be produced which can be rebranded by employers for inclusion in their in house publications 

Employer task list will be produced to highlight key deliverables and critical timescales

Assistance with policy review 

Support following implementation
Executive summaries to be sent to CEOs on a quarterly basis (will follow Committee timetable)
	Project Manager

Compliance & Risk Manager

Communications Manager
	16/7/08
	30/6/09

	Stage 9
	Local Government Employers (LGE)
	Establish named contact. Likely to be Irene Vass

Continue attending LGE Communications Working group (Doreen Shannon)
Find out when Scottish DVD will be available

Establish what training they are planning and factor into our training plan, if necessary.

What are their proposals for updated scheme booklet etc.

 
	Communications Manager
	1/5/08
	30/06/09

	Stage 10
	Active Member Communication
	News articles

Fund news
Updated Scheme booklet

Benefit statement insert

Web site (DVD)
	Communications Manager
	1/4/08
	31/3/09

	Stage 11
	Payroll Modification
	Prepare for and host forum with key payroll software providers and Employer representatives:
Implementation of tiered contributions

Multiple posts

Variable hour contracts

Develop Payroll Supplier Task list
	Project Manager
Compliance & Risk Manager

Communications Manager
	14/7/08
	5/9/08

	Stage 12
	Employee Training
	Training course and guidance notes to be designed – staff to participate in design. Will include DVD. 
Training timetable to be developed.  Consider external training to compliment in house training. 

Dedicated training page on Connect site

Formal consolidation period in the run up to ‘go live’ date – Training Manager to liaise with Team Leaders.

	Training Manager
	1/7/08
	30/6/09

	Stage 13
	Employer Training
	Scheme overview

Key considerations:
· PT workers

· 3 month contacts

· Appeals process

Tiered contributions

· Effective dates

· Estimated pensionable allowances

Ill health retirement provisions
Spreadsheet for calculating average contribution to be made available to smaller employers 
	Project Manager
Risk & Compliance Manager

Tim Hazelwood

LGE Contact
To finalise who will be delivering which parts of the training strategy. Will be decided once external  training content becomes available.
	3/11/08
	28/2/09

	Stage 14
	Review of SPFO documentation to reflect new LGPS regulations
	Full assessment of all SPFO documentation to consider what documents require modification

Update to Call Assistant scripts
	Sub group will be created with a range of operational employees. Will be chaired by Compliance & Risk Manager
	1/9/08
	31/10/08

	Stage 15
	Union Consultation

Low level union consultation to support the implementation of the new scheme
	Unions will receive copies of all documentation issued to employers and members

Forum and follow up branch visits outlining the key components of the new scheme planned
	Communications Manager
	1/9/08
	3/10/08

	Stage 16
	Supplier consultation
	Meeting with supplier to discuss changes to SPFO documentation
	Compliance & Risk Manager
	3/11/08
	1/12/08

	Stage 17
	Ill Health Provisions
	Prepare for and host forum for GPs authorised to certify ill health
Review documentation
	Project Manager & Communications Manager

	12/1/09
	28/1/09


Appendix A

Features of the new LGPS (Scotland)  
	Feature
	New LGPS(Scotland) provisions by 1 April 2009

	Type of scheme
	Defined benefit final salary scheme, with a normal retirement age of 65.  

Rule of 85 transitional protection to 2020 retained.

	Accrual rates 
	1/60th with option to commute up to 25% of fund value into lump sum. 

	Death in service arrangements
	A lump sum death grant of 3 times final pay.

Increases in partner’s lump sum to be provided where active, deferred or pensioner member dies. Short term spouses’ benefits removed.

	Ill health benefits


	Two entry point ill health provision where scheme members who are permanently incapable of carrying out efficiently the duties of their job:

(i)
have no reasonable prospect of undertaking gainful employment before scheme normal retirement age of 65; or

(ii) 
have a reasonable prospect of undertaking other gainful employment before age 65.

Transitional protection for existing scheme members whose service enhancement would be less than under current arrangements (to be reviewed after three years).

Third tier, outside the pension scheme, consisting of one-off lump sum payment by employer at their discretion. Calculated on one week’s pay per year of service and limited to maximum of 30 weeks’ pay. Covers those whose employment is terminated on capability grounds, who are not in receipt of ill-health benefits and who have a reasonable prospect of undertaking further gainful employment before age 65.

Implementation of certificate of protection to cover circumstance where member is required to take lower salary due to ill health.

	Partner pensions
	Dependants’ benefits payable in respect of widows, widowers, civil partners, plus unmarried partners who cohabit, at rate of 1/160th

	Flexible arrangements in the run-up to retirement
	Current provisions for flexible retirement to be retained as feature of the new Scottish LGPS.

Increased flexibility through being able to draw all or part of occupational pension benefits without having to retire completely.

In case of flexible retirement, employer consent required to reduce hours or lower grade, but employer consent to access benefits only required in respect of those under age 60.

A provision to buy additional pension benefit.

	Minimum Pension Age
	All new scheme members to have Minimum Pension Age of 55 years.

All current scheme members will have Minimum Pension Age of 55 from 6/4/2010, except for any member who was in the scheme on or before 5 April 2006 whose employment is terminated on grounds of redundancy or efficiency and is aged 50 or over at that point. Such members will have a protected pension age of 50.

	Working beyond 65
	The ability to accrue service in the LGPS beyond age 65 up to age 75. Cost-neutral uplift factors for benefits accrued up to beyond age 65.

	Contribution rates for scheme members
	Introduction of a five-tier employee contribution rate structure, delivering an average employee contribution rate of 6.3%. Tiers operate on a banding system, as follows:

Pensionable pay

Rate (%)

On earnings up to and including £18,000


5.5%

On earnings above £18,000 and up to £22,000


7.25%

On earnings above £22,000 and up to £30,000


8.5%

On earnings above £30,000 and up to £40,000


9.5%

On earnings above £40,000


12%



	Contribution rates for employers


	Overall average new scheme costs estimated at 19.6% of payroll, with employee contributions at an average of 6.3%  Employer contributions to make up the difference.

Commitment to establishing cost sharing mechanism to ensure sustainability of the scheme over the long term.


Appendix C

Risk Register
	Service Area:  Strathclyde  Pension Fund

Project:  New LGPS

Last Reviewed:  4/8/08



	Risk

ID
	Description
	Owner
	Date Raised/Revised
	Impact

(1 – 5)
	Probability

(1 – 5)
	Risk Ranking
	Control Action(s)

	1. 
	New Scheme Regulations not produced by SPPA
	AHK
	2/7/08
	0
	0
	0
	Guidance issued 27/6/08

	2. 
	Gad Guidance not produced 

 
	AHK
	7/4/08
	5
	3
	15
	Key members of SPLG with direct links to SPPA

	3. 
	Heywoods fail to deliver Axise upgrade 2008.2 & 2009.1
	JCF
	7/4/08
	5
	2
	10
	Attend Heywoods’ user group and one of the lead  authorities for Scottish testing

	4. 
	Inadequate testing of Axise upgrade 2008.2 & 2009.1
	JCF
	7/4/08
	5
	2
	10
	Attend Heywoods’ user group and one of the lead  authorities for Scottish testing

	5. 
	SPFO fails to adequately communicate key messages to Employers
	SMCK
	7/4/08
	4
	2
	8
	Letter to CEOs

Representative and Administration Forums.

SPFO Annual Meeting

Employer Forums

Liaison Officer support

	6. 
	SPFO fails to adequately support employers in lead up to implementation date
	SMCK
	7/4/08
	4
	2
	8
	Representative and Administration Forums.

SPFO Annual Meeting

Employer Forums
Web site
Liaison Officer Support

	7. 
	SPFO fails to adequately communicate key messages to active members
	SMCK
	7/4/08
	3
	2
	6
	Fundnews

Articles for In house publications
Web site
Employee visits by LOs 

	8. 
	Employers fail to modify their payroll systems
	SMCK
	7/4/08
	5
	3
	15
	Payroll Forum

Employer task list

Payroll supplier Task List

	9. 
	Employers fail to produce required policy statements regarding exercise of discretionary functions
	AG
	7/4/08
	4
	3
	12
	Employers Task List including overview of key policy statements to be revised

	10. 
	Scheme Documentation booklets / flyers not updated for New LGPS
	CF
	7/4/08
	3
	3
	9
	Attend LGE communications group 

	11. 
	Forms not updated for New LGPS
	AHK
	7/4/08
	4
	2
	8
	Sub project group created

	12. 
	Staff not sufficiently trained in new LGPS regulation and administration
	SM
	7/4/08
	5
	1
	5
	Full programme of staff training

Series of staff newsletters

Designated mailbox created for staff comments

Training page created on Connect site

	13. 
	Processes/ Procedures on Task Management system not updated to reflect changes
	AHK
	7/4/08
	3
	1
	3
	Sub project group created

	14. 
	Call Centre Scripts not updated
	AHK
	7/4/08
	3
	1
	3
	Sub project group created

	15. 
	Standard letters not updated for Changes
	AHK
	7/4/08
	3
	1
	3
	Sub project group created

	16. 
	Doctors authorised to certify ill health not sufficiently informed of new two tier system 
	SMCK
	7/4/08
	3
	3
	9
	Forum for Doctors
Written guidance
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Appendix F
Stakeholder Analysis
This matrix was developed to identify all stakeholders affected by the implementation of the New LGPS. This assisted SPFO in determining the different expectations of stakeholders and allowed for their level of influence over the strategy to be considered. 
It is crucial that SPFO understands and manages the different forces affecting the organisation during this transformational change. As a result project plans have been developed to reflect the needs of each of the stakeholder detailed below: 
	
	Low Interest 


	High Interest

	Low Power
	Minimal Effort
	Keep Informed

	
	Internal
	External

· Pensioners

· Deferred

· Councillors (members)
	Internal
	External

· Unions (part of tripartite)
· Active Members



	High Power
	Keep Satisfied
	Key Players

	
	Internal

· FSLT
	External

· Doctors
	Internal

· Staff
· Committee
· Rep. Forum
· GCC (SCC/CHR)
	External

· Employers

· Admin Forum

· Payroll Providers

· Heywoods

· Suppliers (printers)

· SPPA

· SPLG

· LGE

· SLOGPAG

· GAD
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