Update to Main Section

Insert to July 2005 Scheme Handbook
Changes to the British Steel Pension Scheme (the Scheme)

There will be changes to the contribution and benefit framework of the Scheme with effect from April 2006 and April 2010.  These changes apply to active Members of the Scheme.
An updated Scheme Handbook with these changes will be issued to Members and this will reflect the new legislative and regulatory framework for pension schemes also. 
Summary of changes

1 April 2006

	
	Pages for Handbook reference

	1. Members’ ordinary contributions have increased from 5% to 6% of "pensionable earnings” from 1 April 2006.


	pp 3 & 62

	2. The Scheme’s offset from earnings will remain frozen at £3,328 per annum until 31 March 2009. This will increase on 1 April 2009 and annually thereafter in line with price inflation.


	pp 70 & 71


	3. Employer contribution rate will not be less than Members’ ordinary contribution rate.   

4. There will be no further accrual of the “one for seven” added years for early retirement “with Employer’s consent” from age 60 after 31 March 2006.  
A designated credit (years, months and days) will be recorded in respect of completed years of service before
1 April 2006.  

	p4

p24

	5. New early retirement terms will apply to Main Section pension benefits earned after 1 April 2006: 

Ages 50 – 54, retiring early “at Employer’s request”, a reduction of 5% for each year* at retirement under age 55 will apply (3% per annum reduction continues to apply to pension benefits earned before 1 April 2006). Please refer to the December 2006 Update below.                                                                                 
Ages 55 – 59, retiring early “with Employer’s consent”, a reduction of 5% for each year* at retirement under age 60 will apply (3% per annum reduction continues to apply to pension benefits earned before 1 April 2006). Please refer to the December 2006 Update below.                                                                                 
*Calculation of the reduction will take into account complete months, also.

                                                                                                
	p26
p25

	6. Increases to pensions earned after 1 April 2006 will be capped in payment at 4% in any year.


	P20

	7. Individual transfers of benefits from other external pension arrangements are not permitted.
	pp 5 & 62


6 April 2006

	8. The maximum available tax-free retirement lump sum has increased significantly under new legislation, for retirements on or after 6 April 2006.


	pp 19, 20, 25, 26 & 37

	9. The Scheme’s Additional Voluntary Contribution (AVC) facility was closed with effect from 6 April 2006.  All existing AVC contracts will continue.

	pp 4, 44-48, 62, 70 & 77-78

	10. Refunds of Members’ contributions are available to Members who leave or opt out after 5 April 2006, with qualifying service of less than 2 years in the Scheme.

	pp 33 & 34

	11. The Inland Revenue earnings cap (£105,600 for 2005/06) has been replaced with an equivalent Scheme-specific earnings cap.  The Scheme-specific earnings cap for 2006/07 is £108,600.
 
	pp 10 & 70

	12.  Child allowances will be payable until age 23 where there was financial dependency on the deceased Member and the child is in full time education.    
	pp 22, 28 38 & 65


6 April 2010
	13. The minimum early retirement age will be raised from 50 to 55 from 6 April 2010 as a result of legislation.  Early retirement due to incapacity is unaffected by this change.                                                                 

	pp 18, 26
& 30

	14. For future service after 5 April 2010, early retirement reduction factors of 5% for each year age is less than 60 will also be applied to active members retiring “at Employer’s request” between ages 55-59. Please refer to the December 2006 Update below.                                                                                 
Civil Partnerships

Where a Member forms a Civil Partnership and the partner survives the Member, the Scheme will pay the surviving partner the pension which is required under the Civil Partnerships legislation.     
	p 26


December 2006 Update
Age Discrimination

As a result of The Employment Equality (Age) Regulations 2006, new early retirement terms may apply to members joining the Scheme from 1 December 2006.

Pensions Office 

December 2006

