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CIVIL PARTNERSHIP BILL

1. This paper provides a report on progress of the passage of the Civil Partnership Bill, outlines methodologies for paying for additional service and makes a recommendation for the methodology to be adopted. 

2.  The Government was defeated on an amendment by Baroness O’Cathain extending eligibility for ‘civil partnership’ to close family members who have lived together as adults.  The defeat at report Stage in the Lords, the resulting withdrawal of Government amendments and the need to re - table at Commons Committee makes the timetable for completing the Bill’s passage tight. 

3.  The Civil Partnership Bill is now in the Commons and Second Reading is scheduled for 12 October.  We have not yet been informed of the dates for the later stages of the Bill’s progress through the Commons.

4.  Despite the set back in the Lords DTI expect to receive Royal Assent in November 2004.  The Government has committed to implementing the legislation about a year after Royal Assent.  DTI has advised that planning has been taken forward so far on the basis of an October 2005 implementation date.  There is no firm timetable for implementation but DTI have stated that there is no scope for any delay in implementation timetable beyond January 2006.  

5.  In light of the implementation date schemes will have to be ready to amend scheme provisions to extend survivor benefits to registered civil partners.  In considering amendments to schemes it will be necessary for schemes to consider arrangements for members to buy extra past service benefits. 

6. The Government will provide for public service schemes to give survivor benefits to civil partners of scheme members for future service in the same way as for married partners. Pensions for civil partners are being introduced at employer cost.  But in keeping with the long established policy the change being made at employer cost relates to the future service of members from the date the change is made. It is not being made retrospectively in respect of the past service of active members or the service of non-active members. 

7.  Most schemes have already indicated that they are prepared in principle to make arrangements for members to buy extra past service benefits; therefore, it is necessary to consider the methodology for paying for additional service.  It is envisaged that public service schemes will take a common approach to the methodology for paying for additional service so avoiding a potential source of member grievance.  It will be for each scheme to set its own tariff of extra contributions reflecting the cost structure in that scheme.

8.  The methods that applied across the public services for widow and widower’s benefits and which are closest to offering the purchase of retrospective cover for survivor’s benefits for civil partners are:

Widow’s pensions

9.  When the rate of widow’s benefits was increased from one-third of the member’s rate to one-half of the member’s rate in the early 1970s men were given the choice of either paying additional contributions for a period to buy the extra cover or of having a deduction charged against their lump sum at retirement.

Widower’s Pension

10.  When widower’s benefits were introduced in the run up to the change in the contracting out requirements from 1 April 1988, women were given the option of paying additional contributions to cover past service.  A lump sum deduction route was not provided at that time.  

11. In principle we are not attracted to allowing deferred purchases by deduction from lump sums.  The main reasons being that:

· lump sums are not defined in all schemes and are only available through commutation e.g. police and fire schemes 

· defers the financial burden so far as the employee is concerned, 

· lump sum deductions require more detailed record keeping
12.
There is no particular difficulty in constructing a form of payment, or a choice of forms of payment, which would be expected to deliver full cost contribution from the employee to match the benefits payments which are expected to be made. Those opting to purchase additional service are going to be a select group in that those who have partners are the most likely category to wish to purchase additional service.  It is highly unlikely for example that someone who is married would wish to make additional contributions to secure extra benefits.  These characteristics will need to be taken into account in setting the appropriate premium.  

13.  The shorter the payment period the more quickly the money flows to the scheme but the greater the reliance on assumptions being made about future pay progression and career pattern in determining whether or not the contribution will be adequate to cover the benefits to be granted.  Contribution methods which allow payments to be spread through to pension age would still require actuarial assumptions to be made but there is a degree of self-correction through contributions being paid on salary from time to time.  

14.  Taking into account the need for simplicity in administration and that lump sum payments at the time of electing to buy additional service are unlikely to be popular, we propose that scheme members should be given the opportunity to be able to provide civil partner rights on service before ‘A day’ by making additional periodical contributions.  Each scheme will set a tariff for the cost of providing one year’s extra cover for one year of past service.  A member wishing to purchase past service cover for civil partner’s rights might be able to make additional contributions at the tariff rate, a simple multiple of the tariff or an integral rate over the lesser of the period until all past service cover has been purchased and the period to retirement age at that rate.  

15. For example if the tariff were set at 1½% of pensionable pay for each year of service to be purchased and a member had five years’ past service he or she would be able to pay an additional 1½% pensionable pay for up to 5 years or 3% of pay for up to 2½ years etc.  In all cases the scope for making additional contributions would be subject to IR limitations on total contributions payable to the scheme including AVC arrangements. 







16.  If schemes are likely to have any difficulty in meeting the implementation date of October 2005 please highlight this immediately with DTI.  DTI have suggested coordinating changes to pension schemes as far as possible for example planning to lay secondary legislation on the same day even if they were made under different enabling powers.  This way the changes are presented to Parliament as a package.  DTI have indicated that they would be willing to co‑ordinate this as part of the wider DTI project management of the Civil Partnership Delivery project.

Summary

17.   In all schemes we propose that scheme members should be given the opportunity to buy additional service to provide civil partner rights on service before ‘A day’ by additional periodical contributions only.  There is no central policy on tariff, it is for each scheme to set the tariff  for the cost of providing one year’s extra cover for one year’s past service.

18.  Do schemes agree to the recommended methodology?

19 . Please let me know if you are likely to have difficulties meeting the planned implementation date and your views on the proposal in paragraph 16 to lay secondary legislation on the same day even if they were made under different enabling powers.  
Your comments and agreement or otherwise to the recommendation should be sent to Yvonne Bobb, Secretary to MOCOP, at Yvonne.Bobb@hm-treasury.gsi.gov.uk by 30 September 2004.
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