A SUMMARY OF THE PROPOSALS TO REFORM THE TEACHERS PENSION SCHEME [TPS] 
A summary of the proposed changes to the TPS is set out below and more details can be found on the website here;

http://www.teacherspensions.co.uk/
1. The changes will come into effect from 1 January 2007. 

2. There will be two pension schemes: 

(i) The existing TPS will continue for existing members at 31 December 2006, including a pension age of 60 and pension calculated on 1/80s with a lump sum (which can now be increased by choice up to 25% of pension). Some of the benefits will be improved. 

(ii) A new TPS, with a pension age of 65, will be introduced for new starters from 1 January 2007. Pension will accrue at the rate of 1/60th for each year of service. There will be no defined lump sum. Members can choose to take up to 25% of pension as cash. 

3. The member contribution rate will increase from 6% to 6.4%. The employer contribution rate will increase from 13.5% to 14.1% 
For existing members, the current arrangements will be modified and improved as follows: 
• Normal Pension Age (NPA) of 60; 

• Minimum Retirement Age of 55 by 2010 except on grounds of ill-health; 

• Dependants’ benefits payable to nominated unmarried partners (opposite or same sex); 

• Spouses’ and nominated partners’ pensions paid for life; 

• The better of the last year’s salary or the ‘re-valued (in line with RPI) average of the best three consecutive years salary in the last ten years of service’ to be used for calculating benefits at retirement; 

• Revised ill-health retirement package – tiered approach with a higher level of benefits for total incapacity and lower level of benefits for partial incapacity; 

• More scope to take a higher tax free lump sum and a lower level of pension; 

• A facility to purchase up to £5,000 of added annual pension; 

• An increase in the death grant to 3 times salary; and 

• Phased retirement arrangements that would enable TPS members under defined circumstances to continue working as a lecturer within the TPS while drawing down some or all of their accrued pension benefits. 

For new entrants from1 January 2007 the new TPS will include the following benefits: 
• Normal Pension Age (NPA) of 65; 

• Minimum Retirement Age of 55, except on grounds of ill-health; 

• Pension based on 1/60th of salary for each year of pensionable service with the flexible option to take up to 25% of ‘fund value’ after commutation as a tax free lump sum by surrendering £1 of annual pension for £12 of lump sum; 

• Dependants’ benefits payable to nominated unmarried partners (opposite or same sex); 

• Spouses’ and nominated partners’ pensions paid for life; 

• Revised ill-health retirement package – tiered approach with a higher level of benefits for total incapacity and lower level of benefits for partial incapacity; 

• The better of the last year’s salary or the ‘re-valued (in line with RPI) average of the best three consecutive years salary in the last ten years of service’ to be used for calculating benefits at retirement; 

• A facility to purchase up to £5,000 of added annual pension; 

• A death grant of 3 times salary; 

• Phased retirement arrangements that would enable TPS members under defined circumstances to continue working as a lecturer within the TPS while drawing down some or all of their accrued pension benefits; and 

• Actuarial enhancement for those who continue in work beyond NPA 65 without accessing their pension benefits. 

4. A new entrant is defined as an employee with no previous pensionable employment or who is returning to pensionable service after a break of more than 5 years. 

5. Newly appointed fractional and sessional lecturers will be automatically entered in the scheme (as for full-timers) unless they opt out. Existing staff who have currently opted out will be automatically included upon change of contract unless they make a new election to opt out. 

6. Salary for calculating pension will be the higher of the last year’s salary or the ‘re-valued (in line with RPI) average of the best three consecutive years’ salary in the last ten years. 

7. Members, or their employers, will be able to purchase additional pension up to the value of £5,000 of additional annual pension (note that £5000 pa is the extra pension bought and not the maximum amount that can be spent purchasing it: the cost will depend on the circumstances of each case). 

8. Phased retirement procedures which will allow scheme members to draw on some or all of their pension and to continue in pensionable employment (by undertaking lower paid work: a 25% reduction in salary is required).
9. Ill-health retirement pensions will be paid at two levels: a higher level for those who cannot work (or employment prospects elsewhere are very seriously reduced) and a lower level for those who can undertake other work. 

10. Other Inland Revenue flexibilities are still under discussion. 

