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NOTE BY THE SECRETARY

‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑

PROVISION OF ACCESS TO STAKEHOLDER PENSIONS IN THE PUBLIC SERVICE

This note is to remind departments and public bodies with more than five employees of their obligation under the Welfare Reform and Pensions Act 1999 to provide access to a designated stakeholder pension arrangement for any employee not already covered by occupational pension provision.  Employers have until 8 October 2001 to designate a stakeholder provider and facilitate the deduction and payover of employee contributions to that provider under the employer’s designated stakeholder arrangements.

Background

2.
Stakeholder pension schemes provide low-cost money purchase pensions for people who currently do not have the right pension options available to save for their retirement.  DSS advise that stakeholders could be a good option for people who currently earn more than £10,000 a year.  For those employees earning less than £10,000 a year, who are unable to join an occupational pension scheme, it may be better for them to stay in the state pension scheme.  The Government has also agreed that access to Stakeholder pension schemes may be provided on a concurrent basis to those in occupational pension schemes who earn less than £30,000 so they can build up additional pension provision.   

3.
A DSS publication ‘Stakeholder pensions: a guide for employers’, explains more about what stakeholder pensions are, whether employers are affected and what they should do to prepare for them.  The Stakeholder Pension Scheme Regulations 2000 SI 1403 outlines the legal requirements.  Links to both documents can be found at the websites listed below:

         www.dss.gov.uk/publications/dss/2000/stakeholder_emp/index.htm
and   www.legislation.hmso.gov.uk . 

Obligation

4.
Employers are obliged to offer staff access to a stakeholder pension unless they meet one of the following conditions:

· they employ fewer than six staff;

·  they offer an occupational pension scheme which all staff can join within a year of starting work for that employer; or

·  they offer employees access to a personal pension scheme, including a group personal pensions, which meet certain criteria including an employer contribution of at least 3 per cent of basic pay.

The decision whether to facilitate the access of eligible employees to a stakeholder scheme for concurrency purposes is a matter for schemes to decide.  

5.
Departments should note that there is no requirement for employer contributions into stakeholder pension arrangements.  As a matter of public service pensions policy, schemes are reminded that employer contributions should not be made to any money purchase product, as an alternative to contributions paid to an unfunded public service pension scheme, unless there has been prior discussion by Ministers about the implications for public sector cash management.

Action for schemes

6.
All schemes should check their rules and arrangements to ensure there is no obligation to provide stakeholder access, and alert participating employers to the need to check that all their employees are eligible for the scheme.  For most of the main public service schemes we do not anticipate that there will be a need to provide access to a stakeholder scheme as all of their employers allow their employees full access to the occupational pension scheme.  However the Principal Civil Service Pension Scheme (PCSPS) and all schemes which provide pensions on a by-analogy basis to the PCSPS will be required to offer a stakeholder arrangement for casual staff and any other employees not eligible for membership of the PCSPS.

7. Derek Pain, Head of Civil Service Pensions Division at the Cabinet Office, sent a letter to all Personnel Directors in the Civil Service and NDPBs and to Agency Chief Executives on 20 October to explain the Cabinet Office’s plan to provide stakeholder pension provision for Civil Service employers.  The Cabinet Office have indicated that while they cannot designate stakeholder providers and arrangements for Schedule 1 body or by-analogy scheme employers they will endeavour to ensure that the Civil Service arrangements and providers are available for all Schedule 1 body and by-analogy scheme employers to replicate if they wish to do so.  If any by-analogy scheme has not received this letter we would be happy to forward a copy of it on request.

Enquiries

8. Any general queries on this paper should be addressed to Elizabeth Roberts on GTN 270 4997, email elizabeth.roberts@hm-treasury.gsi.gov.uk; those specifically on stakeholder provision for by-analogy schemes should be addressed to Gary Hansman, GTN 270 4469, email gary.hansman@hm-treasury.gov.uk. 
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