Re-Employment with an Employer who Participates in the LGPS Scheme


On 1 March 2007, following consultation with scheme employers, Strathclyde Pension Fund’s policy was reviewed and amended to remove abatement of basic pension on re-employment.  However, abatement still applies to those pensioners who previously received Compensatory Added Years (CAY) under the Local Government (Discretionary Payments and Injury Benefits)(Scotland) regulations who are subsequently re-employed by a LGPS scheme employer.
Employing a person who is in receipt of a LGPS pension paid on redundancy/efficiency grounds could result in their original benefits being affected.  Abatement applies whether or not the person rejoins the Local Government Pension Scheme.*
*The only exclusion to this rule is where the employer is an admitted body.  Abatement only applies should the person rejoin the pension scheme.  If the person rejoins the pension scheme but opts-out within one month they are deemed to not have joined. However, please see Bullet 1(5) – Age.
There are 3 areas that must be considered when becoming re-employed with a LGPS employer 
1. Age
2. Salary restrictions
3. Service Restrictions

1 – Age
Care should be taken when re-employing someone who is already in receipt of a pension where:-
(1) The member was a member of the LGPS (Scotland) on 5 April 2006
(2) The member was made redundant or retired on the grounds of business efficiency on or after 6 April 2010: and 
(3) The member is at least age 50 and under age 55 at the date of retirement
If all of the above 3 conditions apply and one of conditions (4), (5) or (6) applies then the original payment of benefits will become unauthorised payments with associated tax charges.  The other conditions are:
(4) (a) The member is re-employed within one month of retirement by a scheduled employer in Scotland which offers membership of the LGPS in Scotland; and
(b) the member is still under age 55 at the date of re-employment;
Or
(5) (a) the member is re-employed within one month of retirement by an admitted body in Scotland offering membership of the LGPS in Scotland; and
(b) the member takes up the offer of membership in the LGPS in Scotland; and
(c) the person is still under age 55 at the date of re-employment
Or
(6) (a) the member is re-employed within six months of retirement by an admitted body in Scotland offering membership of the LGPS in Scotland; and
(b) the member does not take up the offer of membership in the LGPS in Scotland; and
(c) the person is still under age 55 at the date of re-employment; and
(d) the new employment is not materially different from their former employment  


2 – Salary Restriction
The general rule when taking up re-employment in Local Government is that the new employment salary (annual rate of pay on first day of employment) plus current annual pension in payment must not exceed the final salary (not pensionable pay) at date of retirement.  Tis figure will be increased in line with Consumer Price Index (CPI).  Should the new salary plus pension be higher, the CAY pension will be reduced by the excess.  This could result in full suspension of the CAY benefits.E.g.  A N Other leaves North Lanarkshire Council on 31 March 2017 on a final salary of £35,000.  His pension is calculated as £15,000 (includes £5,000 relating to CAY).
He is re-employed on 7 April 2017 on a salary of £24,000.

Previous salary at 31/3/17  £35,000                            New Salary @ 7 April 2017   £24,000
New salary plus pension      £39,000                            Plus Pension in payment      £15,000
                                                  ----------                                                                               -----------
Excess                                   - £  4,000                                                                                £39,000



Only the CAY pension is subject to abatement so CAY pension reduced to £1,000 per annum resulting in his gross annual pension being reduced to £11,000 with effect from 7 April 2017.  This reduction applies whilst in employment.  SPFO should be advised of any changes e.g. promotion, change of hours etc as further calculations will be required.

The maximum that a person can have their pension reduced by is the amount of CAY in payment E.g had the CAY been £300 per annum then this would be the maximum that his pension would be reduced.

3 – Service Restrictions

Regulation 17 of The Local Government (Discretionary Payments and Injury Benefits) (Scotland) regulations determines the amount of service an employee can accrue.  An employee cannot accrue more service than what he could have attained had he remained in employment until age 65.
E.g. Employee leaves original employment 23 September 2009
Service as at 23/9/11                                                                                            34 years 007 days
Plus potential service to age 65 (both females and males)                              9 years 223 days
                                                                                                                                -------------------------
 This is service he could have attained had he remained in service             43 years 230 days
Less actual service including CAY awarded (2 years additional service)      36 years 007 days
                                                                                                                                  ------------------------
Able to work with a LG employer before CAY benefits were affected           7 years 223 days



The same employee becomes re-employed on 25 October 2009 with a LG employer and leaves this employment on 15 July 2017
25/10/2009 + 7 years 223 days = 4 June 2017
As he left the re-employment post on 15 July 2017 he has exceeded his service restriction
4/6/17 – 15/7/17 = 42 days


Should a re-employed pensioner accrue more service then his CAY benefits, both pension and lump sum originally paid, will be subject to a permanent abatement. This abatement can only be calculated on cessation of the re-employment.

Part-Time/Casual Employment

Part-time or casual service counts as full service e.g. calendar length, however, SPF would use the actual salary and not the full-time equivalent to calculate any abatement.

Consultancy Basis

Strathclyde Pension Fund will only consider someone as self-employed if they comply with restrictions set out by HMRC.





[bookmark: _GoBack]Therefore, points for employers to consider when re-employing previous members:-

1) Is the person in receipt of a Scottish LGPS pension 
2) Were they previously made redundant or left under Efficiency and were awarded Compensatory Added Years
3) Are they aged between 50 and 55
4) Is their start date within 1 month (scheduled employer) or 6 months (admitted body employer) of previous leaving date
5) Has the member been made aware of the need to seek advice on the potential impact of their re-engagement on LGPS benefits


It is the responsibility of the member to contact SPFO to seek advice and to inform us of any re-employment.  SPFO will then contact the employer to clarify information regarding contract details E.g. starting salary, date etc
                                                                                             

         

