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Membership and Powers

Powers

The Committee for Finance and Personnel is a Statutory Departmental Committee
established in accordance with paragraphs 8 and 9 of the Belfast Agreement, Section 29 of
the Northern Ireland Act 1998 and under Assembly Standing Order 48. The Committee has a
scrutiny, policy development and consultation role with respect to the Department of Finance
and Personnel and has a role in the initiation of legislation.

The Committee has the power to;

® consider and advise on Departmental budgets and annual plans in the context of the
overall budget allocation;

B gpprove relevant secondary legislation and take the Committee Stage of primary legislation;
m call for persons and papers;
m initiate inquiries and make reports; and

® consider and advise on matters brought to the Committee by the Minister of Finance and
Personnel.

Membership

The Committee has eleven members, including a Chairperson and Deputy Chairperson, with a
quorum of five members. The membership of the Committee during the current mandate has
been as follows:

Mr Daithi McKay* (Chairperson)
Mr Dominic Bradley  (Deputy Chairperson)
Mrs Judith Cochrane

Mr Leslie Cree MBE

Ms Megan Fearon?

Mr Paul Girvan

Mr John McCallister® 4

Mr lan McCrea® ©

Mr Mitchel McLaughlin

Mr Adrian McQuillan

Mr Peter Weir’

Mr Daithi McKay replaced Mr Conor Murphy MP with effect from 2 July 2012.

Ms Megan Fearon was appointed to the Committee with effect from 10 September 2012.
Mr Roy Beggs replaced Mr Ross Hussey with effect from 23 April 12.

Mr John McCallister replaced Mr Roy Beggs with effect from 15 October 2012.

Mr David Mcllveen replaced Mr David Hilditch with effect from 1 October 2012.

Mr lan McCrea replaced Mr David Mcllveen with effect from 16 September 2013.

Mr Peter Weir replaced Mr William Humphrey with effect from 1 October 2012
Ms Caitriona Ruane was a member of the Committee from 23 May 2011 to 12 September 2011.
Mr Paul Maskey was a member of the Committee from 23 May 2011 to 2 July 2012.
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Executive Summary

Executive Summary

The Public Service Pensions Bill aims to put in place the legislative framework for

major pension reform across the public sector in Northern Ireland. It follows changes in

Great Britain, by providing for the implementation locally of the recommendations of the
Independent Public Service Pensions Commission, led by Lord Hutton, which respond to rising
pension costs for taxpayers and employers and increases in longevity over recent decades.

At the core of the reforms provided for in the Bill is a move away from final salary pension
schemes 10 a new career average revalued earnings scheme model, with a linkage between
normal pension age and state pension age being applied generally in the public service
schemes. The reforms will have an impact on a wide range of public service employees,
including civil servants, local government workers, teachers, health service workers, devolved
judiciary, firefighters and police officers. In this respect, the Bill has the potential to affect
upwards of two hundred and sixteen thousand employees working within the public services
and representing over thirty per cent of the total workforce in Northern Ireland.t

This report sets out the Committee for Finance and Personnel’s consideration of the Bill at
Committee Stage, which commenced on 26 June 2013. However, given the significance of
the reforms in the context of the predominance of the public sector in the local economy, the
Committee has actively scrutinised the progress of the proposals since January 2013. This
included regular engagement with stakeholders, including the applicable trade unions and
the Department of Finance and Personnel, in order to establish a strong evidence base and
to identify early the impacts of the proposed reforms and any issues of concern. Moreover,
the Committee prioritised the Bill, which comprises 37 clauses and 9 schedules, in its work
programme to ensure that there was no undue delay in concluding the scrutiny.

As part of its consideration of the Bill, the Committee issued a public call for evidence,
received written submissions, held a series of oral hearings and engaged in follow up
correspondence with stakeholders. In addition to scrutinising the policy intention of the
reforms, members examined the Bill in terms of the operational aspects of the provisions and
the technical drafting. This detailed work resulted in a wide range of issues being raised with
the Department and upon which some helpful clarification, explanation and assurances have
been received, the detail of which is recorded in the appendices to this report.

Amongst the key issues from the evidence, concerns arose regarding: the cost and benefit

of the reforms; governance provisions; aligning normal pension age with state pension age
and the inflexibility of fixing the normal pension age in primary legislation; safeguards for
consultation and for sufficient Assembly control; and aspects of the provisions for revaluation
and for reviewing actuarial valuations and employer contributions.

While the Committee is broadly content with the provisions in the Bill as drafted, it is unable
to agree clause 10 (Pension age) due to identified concerns, and is calling for this clause to
be amended in addition to amendments being tabled at Consideration Stage to clauses 5,
12, 13 and 14. It is intended that this report on the Bill, which also includes supplementary
policy recommendations, will inform the contributions of Assembly Members to the
Consideration Stage debate.

Assembly Research and Information Service Bill Paper, 24 June 2013, page 4
http://www.niassembly.gov.uk/globalassets/documents/finance-2011-2016/legislation/public-service-pensions-bill/public-
service-pensions-bill-paper.pdf
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Key Conclusions and Recommendations

1. As part of its examination of the proposed public service pension reforms provided for in the
Bill, the Committee undertook scrutiny at three levels: the policy intention of the reforms; the
structural and operational aspects of the provisions in the Bill; and in terms of the technical
drafting of the Bill. This detailed work, which was informed by stakeholder evidence collected
in advance of the Bill being introduced to the Assembly and during Committee Stage, resulted
in a wide range of issues being raised with DFR In this regard, the Committee acknowledges
both the contribution of the stakeholders, including the various trade union representatives, in
informing the Committee deliberations and the responsiveness of DFP in seeking to provide
clarification, explanation and assurances on issues arising from the evidence. (Paragraph 62)

2. The Committee notes the variability in the estimates of the financial penalty which HM
Treasury has confirmed it will apply if the public sector pension reforms provided for in the
Bill are delayed or not implemented in line with GB. Nonetheless, the Committee accepts
that, given the existing financial framework for devolution, the direct reduction in the block
grant as a result of not proceeding with the reforms would place a substantial pressure
on the Executive’s budget and, in particular, on the funding available for delivering priority
frontline public services in NI. That said, given the significance of the reforms in terms of
the predominance of the public sector in the NI economy, the Committee considers that, in
expecting the Executive to follow parity on this devolved matter, the UK Government should
have provided a macroeconomic appraisal of the Hutton reforms at a regional level. This
would have facilitated the Executive and Assembly in taking decisions on the public sector
pension reforms on the basis of more complete evidence. (Paragraph 74)

3. The Committee welcomes the confirmation from DFP that the Minister of Finance and
Personnel will table an amendment at Consideration Stage to amend clause 5 (2) to replace
‘must’ with ‘may’ on line 6; thereby removing the explicit requirement for NILGOS to act as
the pension board for the local government pensions scheme in NI and thus providing greater
flexibility which was requested in the evidence from NILGA. (Paragraph 77)

4. In light of the concerns raised with the provisions in clause 10 setting NPA in primary
legislation, the Committee was unable to agree this clause as drafted. In particular, the
Committee believes that there is a need for sufficient flexibility to enable evidence-based
decisions to be taken at a scheme level on whether certain public service roles, especially
that of firefighters, should have a lower NPA than is set in the Bill. As such, the Committee
recommends that the Minister of Finance and Personnel tables the necessary amendment to
clause 10 at Consideration Stage to provide this flexibility, on the basis that any costs arising
from future decisions to vary from parity in this area at a scheme level will be met by the
responsible departments. (Paragraph 101)

5. Given the concerns raised in the evidence regarding the need for DFP’s regulatory powers in
the Bill to be tempered with robust consultation requirements, the Committee welcomes both
the assurances from the Department that it will follow a good-practice approach in consulting
on proposed statutory rules generally and the confirmation that the Minister will table an
amendment at Consideration Stage to require DFP directions and regulations under clause 12
to be subject to consultation with the relevant stakeholders. The Committee will, nonetheless,
wish to monitor the practical outworking of the DFP commitment and assurances in this
area. This will include careful scrutiny — both at the ‘SL1’ stage in the secondary legislation
process and of the reports to be laid before the Assembly under clauses 22 and 23 - of the
extent and outcome of the consultation undertaken on proposed regulations arising from the
Bill. (Paragraph 108)




Key Conclusions and Recommendations

10.

The Committee recommends to the Assembly that the following amendment is made to
clause 13(7) of the Bill, in order to make explicit the requirement for the person appointed to
review the actuarial valuation to be an independent person:

Clause 13, Page 9, Line 20
After ‘qualified’ insert-

‘and must not be-
(a) an employee of the responsible authority;
(b) the scheme manager;
(c) a scheme member; or
(d) an employee of the Department of Finance and Personnel.’
(Paragraph 117)

Arising from its consideration of whether the Bill provides for sufficient checks and balances
on departments’ powers to make pension scheme changes under subordinate legislation,
the Committee recognises that there is a balance to be struck in terms of requiring the
higher level of Assembly scrutiny, in the form of affirmative resolution, for subordinate
legislation dealing with more substantive and potentially controversial issues, while avoiding
the inefficient use of plenary time in debating minor or routine changes. Members are also
mindful that, under the negative resolution procedure, committees or individual Members
would have the option to table a plenary motion for annulment ‘praying against’ scheme
changes which have given rise to concerns. (Paragraph 127)

In this regard, the Committee would recommend that stakeholders, including the trade
unions, who have concerns with any future scheme changes ensure that these are brought
to the attention of the applicable Assembly committee at the earliest opportunity. In addition,
the Committee calls for further assurance from DFP that it will observe the ‘21 day rule’ in
relation to any proposals which it makes for negative resolution regulations making scheme
changes under the provisions of the Bill. The Committee would advise the other applicable
Assembly committees to seek similar assurances on this issue from their respective
departments. (Paragraph 128)

As a result of its detailed scrutiny of the text of the Bill, the Committee identified a minor
typographical error in clause 14(1), line 24, and members welcome the Department’s
subsequent agreement to table an amendment at Consideration Stage to rectify this error.
(Paragraph 136)

In summary, the Committee is content with the provisions in the Bill as drafted, aside from:

m clauses 5 (Pension board), 12 (Employer cost cap) and 14 (Information about benefits), for
which the Department has undertaken to table amendments to address issues identified
by stakeholders and the Committee;

® clause 13 (Employer contributions in funded schemes), for which the Committee will table
an amendment; and

® clause 10 (Pension age), which the Committee could not agree as drafted due to the
aforementioned concerns.

This report on the Bill, which includes supplementary policy recommendations, is issued
to inform the contributions of Assembly Members to the Consideration Stage debate.
(Paragraph 138)
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Introduction

Background to the Bill

1. The UK Coalition Government announced a programme of public service pension reforms at
Budget 2011, which would follow the recommendations contained in the October 2010 and
March 2011 reports of the Independent Public Service Pensions Commission, chaired by Lord
Hutton (hereafter ‘the Hutton Review’). The terms of reference for the Hutton Review were:

‘To conduct a fundamental structural review of public service pension provision and to make
recommendations to the Chancellor and Chief Secretary on pension arrangements that are

sustainable and affordable in the long term, fair to both the public service workforce and the
taxpayer and consistence with the fiscal challenges ahead, while protecting accrued rights’.?

The reforms arising from the Hutton Review are the latest in a series of steps taken by the
current and previous Westminster Governments all of which seek to decrease the cost of
public service pensions as a proportion of Gross Domestic Product (GDP).

2. The Committee is mindful that, while public service pensions are a devolved matter in
Northern Ireland (NI), provisions within the Belfast/Good Friday Agreement and the NI Act
1998 define that public service pensions fall within the ‘parity’ convention®. This convention
is intended to ensure a consistent UK-wide approach for certain policies and legislation.
When presented with policy proposala in areas governed by the parity convention, legislators
within Devolved Administrations have to decide whether:

®  To adhere to the parity convention and enact legislation mirroring comparable legislation in
Great Britain (GB); or,

®  To depart from parity and enact legislation that is different from the presented GB
legislation.

A consequence of any decision to depart from parity is that any extra costs incurred in
developing local legislation will be funded through a commensurate reduction in the funding
available to that Devolved Administration.

3. In its initial briefing to the Committee on the proposed way forward in NI, DFP highlighted that,
on 8 March 2012, the Executive had agreed:

B ‘to commit to the policy for a new career average revalued earnings (CARE) scheme model
with pension age linked to State Pension Age to be adopted for general use in the public
service schemes; and

B to adopt this approach consistently for each of the different public sector pension schemes
in line with their equivalent scheme in Great Britain and not to adopt different approaches
for Northern Ireland.”*

4. The Bill to implement the Hutton Review recommendations in GB was introduced in the House
of Commons on 13 September 2012. Initially, DFP considered the option of a Legislative
Consent Motion (LCM) which, if agreed by the Assembly, would have given authority to the
UK Coalition Government to include NI in the Westminster legislation. The LCM proposal was
discussed by the Executive on 22 November 2012 but agreement was not reached and the
motion was not brought to the Assembly.

5. The Public Service Pensions Bill was consequently introduced to the Assembly by the then
Minister of Finance and Personnel, Mr Sammy Wilson MP MLA, on 17 June 2013. The overall

http://www.hm-treasury.gov.uk/indreview_johnhutton_pensions_tor.htm
Assembly Research and Information Service Bill Paper, 24 June 2013

4 DFP correspondence, 13 December 2012, Appendix 4




Introduction

purpose of the Bill is to reform pension schemes across the public sector in NI. In broad
terms, the Bill would provide for:

® g move to a CARE scheme model of pension saving;

a direct link to equalise schemes’ Normal Pension Age (NPA) with the State Pension Age
(SPA), except for the police and fire and rescue services;

®  an NPA of 60 (subject to regular review) for the police and fire and rescue services;

m transitional protection measures for scheme members who are within 10 years of the
existing NPA on 1 April 2012;

B 3 final salary link for any final salary pension accrued prior to the date at which the new
schemes will commence;

B 3 scheme cost cap with a default mechanism to maintain employer scheme costs within
set limits;

m  extension of scheme access arrangements to allow public service workers to retain
membership of public service schemes whose employment is compulsorily transferred to
a new employer; and

® revised measures for the management, regulation and administration of schemes.

Given that the Bill takes the form of ‘enabling’ or ‘framework’ legislation, further secondary
legislation will need to be brought forward by the responsible departments whose remits
include the main public service pension schemes affected by the reforms. The main schemes
are detailed in the table below, though it should be noted that a range of other public sector
schemes, covering arms-length and other public bodies, will be equally affected by the reforms.

Main Pension Scheme Minister Department

Northern Ireland Teachers’ Pension Scheme | John O’Dowd, MLA Department of Education
Local Government Pension Scheme Mark H Durkan, MLA Department of the
(Northern Ireland) Environment

Principal Civil Service Pension Scheme Simon Hamilton, MLA Department of Finance
(Northern Ireland) and Personnel

Health and Social Care Pension Scheme Edwin Poots, MLA Department of Health,
Firefighters Pension Scheme (Northern Social Services and
Ireland) Public Safety

Police Service of Northern Ireland Pension David Ford, MLA Department of Justice
Scheme

The Committee’s Approach

Following correspondence from DFP on 13 December 2012, the Committee, at its meeting on
9 January 2013, sought an oral briefing from DFP officials on the content of the proposals to
be included in the Bill. DFP officials subsequently briefed the Committee on the policy aims
and expected timeframe for the passage of the primary legislation. It was noted that, in order
to align with GB in terms of the implementation date of April 2015, the secondary legislation
giving effect to the reforms across the various public service pension schemes in NI would
follow enactment of the Bill.

Prior to the Bill being introduced to the Assembly, the Committee proactively gathered written
and oral evidence from key stakeholders, in particular Trade Union Side (TUS) and DFR in
order to establish a strong evidence base and to identify early the impacts of the proposed
reforms and any issues of concern. During this preliminary scrutiny, responses were sought
from DFP on a range of issues including:
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10.

11.

12.

13.

m  full details of how the potential cost of £262 million per annum to the Northern Ireland
block grant from a failure to implement the reforms was calculated and clarification on
whether this amount in deduction to the block grant will be imposed on the Executive by
HM Treasury in such circumstances;

m  detail of DFP communication with other departments in relation to the full scheme triennial
assessments;

B g comprehensive list of all the pension schemes and associated stakeholders affected by
the Bill and the implications it will have for each scheme;

m  full details of equality screening;

® information on the revised measures for management, regulation and administration of
the various pension schemes;

m  detail of the legislative provisions which allow for the transfer of staff from one scheme to
another;

B an assessment of the implications of the agreed amendments to the Westminster Bill;

m  clarification on how the drafting of the secondary legislation will be sequenced in relation
to the Bill; and

m copies of all responses to the public consultation on the policy proposals.

In addition, the Committee sought to establish what variation could be applied locally to the
corresponding GB reforms without incurring a financial reduction to the block grant. In follow
up correspondence, DFP officials confirmed that scope exists at the secondary legislation
stage to vary the design of the local pension schemes without financial implications, provided
they fall within the cost ceiling of the equivalent GB schemes. A detailed briefing on the areas
where flexibility exists for varying from GB schemes is included at Appendix 4.

During its preliminary scrutiny of the policy proposals, the Committee also liaised with
the other relevant Assembly committees given that the responsibility for scrutinising the
subsequent subordinate legislation will fall to the individual committees as applicable.
Following the commencement of Committee Stage on 26 June 2013, the Committee
prioritised the Bill in its work programme to ensure that there was no undue delay in
concluding the scrutiny.

The Committee received 8 formal written submissions in response to its public call for
evidence on the Bill and a substantial body of follow up correspondence was received

as issues emerged from the evidence. In addition, written responses were received

from the other Assembly committees whose departmental remits include public service
pension schemes affected by the Bill. In this regard, the Committee for Education and the
Committee for the Environment identified specific issues, which are alluded to later in the
report. The stakeholder submissions are included at Appendix 3 and the various pieces of
correspondence are included at Appendix 3.

Oral evidence was received from the following stakeholders: the Northern Ireland Human
Rights Commission (NIHRC); the Northern Ireland Public Service Alliance (NIPSA); the
Northern Ireland Committee of the Irish Congress of Trade Unions (ICTU (NIC)); the Fire
Brigades Union (FBU); the First Division Association (FDA); the National Association

of Schoolmasters Union of Women Teachers (NASUWT); the Irish National Teachers’
Organisation (INTO); the British Medical Association (BMA); UNISON; the Northern Ireland
Local Government Association (NILGA); and the Nevin Economic Research Institute (NERI).
The Official Reports of the evidence sessions are provided at Appendix 2.

In line with normal practice, the Committee also invited DFP to respond to each issue raised
in the evidence. Advice was received on legal issues from the Assembly Legal Services

and the Committee also received advice from the Examiner of Statutory Rules on his
consideration of the Bill in conjunction with the Delegated Powers Memorandum submitted
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14.

15.

16.

17.

18.

19.

20.

21.

22,

23.

24,

by DFP In this regard, the Examiner highlighted for information matters that arose during the
passage of the equivalent Bill in Westminster.

At its meeting on 11 September 2013, the Committee agreed to seek an extension to the
Committee Stage of the Bill until 29 November 2013 on the grounds that this would provide
sufficient time for the oral evidence to be taken and enable the Committee to consider in
detail the issues arising from the evidence. On 24 September 2013, the Assembly agreed a
motion to extend the Committee Stage to 29 November 2013.

Overview of the Bill

The Bill, as drafted, contains thirty seven clauses and nine schedules, the provisions of which
are described in the Explanatory and Financial Memorandum as follows:

Clause 1: Schemes for persons in public service.

This clause contains the main enabling power for new public service pension schemes and
schemes providing other benefits, such as injury and compensation benefits made under this
Bill.

Clause 2: Responsible authority for schemes.

Enables those departments listed in Schedule 2 to make scheme regulations for the main
categories of persons in public service.

Clause 3: Scheme regulations.

Contains additional provisions about how the power to make scheme regulations under the
Bill may be used.

Clause 4: Scheme Manager.

Makes provision for public service pension schemes to have a scheme manager who is to be
responsible for managing or administering the scheme.

Clause 5: Pension Board.

Require schemes to provide for the establishment of a pension board to assist the scheme
manager with certain matters.

Clause 6: Pension Board: Information.

Requires that the scheme manager must publish information about the pension board for the
scheme or schemes.

Clause 7: Scheme Advisory Board.

Requires schemes to provide for the establishment of a scheme advisory board to advise on
certain matters.

Clause 8: Types of scheme.

Sets constraints on the design of schemes, including requiring schemes that are defined
benefits schemes to provide those benefits through a CARE scheme or such other description
of defined benefits scheme as DFP may specify in regulations (but not a final salary scheme).

Clause 9: Revaluation.

Provides for the revaluation of pensionable earnings of a person in a CARE scheme in
accordance with changes in prices or earnings as set out in an annual order made by DFP
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25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

Clause 10: Pension age.

Contains requirements relating to the NPA of schemes made under this Bill, including linkage
with SPA in most cases.

Clauses 11: Valuations

Requires that defined benefits schemes to be actuarially valued in accordance with DFP
directions.

Clauses 12: Employer Cost Cap

Requires scheme regulations for defined benefits schemes to set an employer cost cap and
sets out how this cap should be set, measured and operated.

Clause 13: Employer contributions in funded schemes.

Provides for the setting of the rate of employer contributions in defined benefits schemes with
a pension fund, most notably the funded Local Government Pension Scheme (NI). The clause
requires an actuarial valuation of the pension fund to inform the setting of the employer
contribution rate and makes provision for this valuation to be reviewed.

Clause 14: Information about benefits.

Provides for scheme regulations to require scheme managers (for defined benefit schemes
under clause 1) to provide active pension scheme members with benefit information
statements in accordance with the requirements of this clause.

Clause 15: Information about schemes.

Relates to the collection and publication of information about schemes under clause 1. It
allows DFP to direct schemes to publish information or to provide information to DFR and to
specify how and when that information is to be published or produced.

Clause 16: Records.

Allows DSD to make regulations requiring scheme managers of pension schemes made under
clause 1 (and any connected schemes) to keep specified records (e.g. on information about
contributions due to the scheme).

Clause 17: Regulatory oversight.

Makes provision about the regulatory responsibility of the Pensions Regulator in relation to
the governance and administration of public service schemes made under the Bill, connected
schemes and other public service pension schemes.

Clause 18: Restriction of existing pension schemes.

Provides that benefits may not be provided under existing pension schemes in relation to service
after the closing date for the scheme. Its effect is to bring to an end further accrual of pension
benefits in existing schemes, except where transitional arrangements have been agreed to
allow those who are closest to retirement to continue to accrue benefits under the scheme.

Clause 19: Closure of existing injury and compensation schemes.

Deals with existing injury and compensation schemes. Permits scheme regulations to provide
for the closure or restriction of existing schemes that provide for the payment of benefits
relating to compensation for loss of office and for injury benefits.

Clause 20: Final salary link.

This clause introduces Schedule 7, which sets out the final salary link that applies to past
service in those final salary schemes restricted under clause 18.
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36.

37.

38.

39.

40.

41.

42,

43.

44.

45,

Clause 21: Consultation.

Obliges the responsible authority to consult those likely to be affected before making or
changing scheme regulations. The current procedures for making changes to current public
service pension schemes vary from scheme to scheme.

Clause 22: Procedure for protected elements.

The policy intention is that the reforms legislated for under this Bill are designed to last for
at least 25 years. This clause specifies enhanced consultation and report procedures for
changes to protected elements of a scheme for a period of 25 years.

Clause 23: Procedure for retrospective provision.

Provides a procedure to be followed when retrospective provisions are included within scheme
regulations proposed by the responsible authority.

Clause 24: Other procedure.

Sets out the legislative procedures which apply to the making of scheme regulations. A higher
level of Assembly scrutiny is required in each case if scheme regulations are used to amend
primary legislation or to make retrospective amendments that appear to the responsible
authority to have significant adverse effects in relation to members of schemes.

Clause 25: Extension of schemes.

This clause allows schemes made under clause 1 to be extended to persons who are not in
the main categories of persons in public service specified there.

Clause 26: Non-scheme benefits.

This clause allows scheme managers and employers to make payments towards the provision
of pensions and other benefits that are not delivered through a scheme made under clause 1
for persons who could have access to such schemes. This will enable employers to contribute
to private occupational pension schemes where: members of public service schemes wish to
take out or retain private occupational pensions in addition to (or instead of) being members
of public service schemes.

Clause 27: Consequential and minor amendments.

This clause introduces Schedule 8, which contains consequential and minor amendments to
primary legislation that are required because of the provisions in the Bill.

Clause 28: Existing local government scheme.

Provides for certain regulations made under Article 9 of the Superannuation (NI) Order 1972
to have effect as if they were scheme regulations made under clause 1 of the Bill. This clause
will only apply to regulations under which benefits are provided to or in respect of service on
or after 1st April 2014. It will only apply to regulations that provide for pension benefits in
respect of service on or after that date.

Clause 29: Existing schemes for civil servants: extension of access.

This clause introduces Schedule 9, which amends the Superannuation (NI) Order 1972 to
extend access to schemes made under Article 3 of that Order.

Clause 30: New public body pension schemes.

There are defined benefits pension schemes for those in public service aside from the main
schemes for civil servants, local government workers, health service workers, teachers,
police, fire and rescue services, and devolved judiciary. The clause imposes constraints

on the design of new pension schemes that may be created under the power in clause 31
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46.

47.

48.

49.

50.

51.

52.

53.

54.

55.

56.

57.

for those bodies and offices whose pension schemes are restricted for future accrual and
whose members cannot join one of the schemes established under clause 1. It also governs
the design of pension schemes that are set up in the future or established under future
legislation for public bodies (unless future legislation makes specific, different provision).

Clause 31: Power to restrict other existing public body pension schemes.

Contains provision for DFP to specify public bodies whose pension schemes would be
restricted and so that no benefits are provided under the scheme to or in respect of a person
in relation to their service in the schemes after a date to be specified.

Clause 32: Existing public body pension schemes: pension age.

This clause allows an existing public body pension scheme to reform itself by including

a provision that the normal pension age and deferred pension age of members of those
schemes is to be the same as their state pension age (subsection (1)(a)). The link may only
apply to benefits accrued under the scheme after the provision to establish that link took effect.

Clause 33: General interpretation.
This clause contains definitions of terms used throughout the Bill.

Clause 34: Regulations, orders and directions.

This clause sets out the meaning of ‘affirmative procedure’. Subsection (2) provides that
directions given under the Bill by DFP may be varied or revoked.

Clause 35: Financial provision.

This clause provides that any expenditure for the provision of pensions or other sums payable
to present or former holders of judicial office are to be paid out of money provided by the
Assembly.

Clause 36: Commencement.

This clause provides when and how the provisions of the Bill are to come into force. The
provisions listed in subsection (1) come into force automatically on the day the Bill is enacted.

Clause 37: Short title.
This Act may be cited as the Public Service Pensions Act (NI) 2013.

Schedule 1: Persons in Public Service: Definitions
This schedule provides the definitions of person in public service.

Schedule 2: Responsible Authorities
This schedule provides the definition of responsible authorities.

Schedule 3: Scope of Scheme Regulations: Supplementary Matters

This schedule provides the scope of the regulations by setting out the eligibility and
admission to membership.

Schedule 4: Regulatory Oversight

This schedule provides for regulatory oversight and consequential changes to current affected
legislation.

Schedule 5: Existing Pension Schemes
This schedule provides the affected schemes.

10
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58.

59.

60.

61.

Schedule 6: Existing Injury and Compensation Schemes
This schedule provides for the scope of affected schemes.

Schedule 7: Final Salary Link
This schedule provides for the person who remains in an old scheme for past service.

Schedule 8: Consequential and Minor Amendments
This schedule provides for consequential and minor amendments

Schedule 9: Existing Schemes for Civil Servants: Extension of Access

This schedule amends the Superannuation (NI) Order 1972 to extend access to schemes
under that Order which provide for superannuation benefits for civil servants.

11
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66.
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68.

Key Issues from the Evidence

As part of its examination of the proposed public service pension reforms provided for

in the Bill, the Committee undertook scrutiny at three levels: the policy intention of the
reforms; the structural and operational aspects of the provisions in the Bill; and in terms
of the technical drafting of the Bill. This detailed work, which was informed by stakeholder
evidence collected in advance of the Bill being introduced to the Assembly and during
Committee Stage, resulted in a wide range of issues being raised with DFP. In this regard,
the Committee acknowledges both the contribution of the stakeholders, including the
various trade union representatives, in informing the Committee deliberations and the
responsiveness of DFP in seeking to provide clarification, explanation and assurances on
issues arising from the evidence.

A number of the key themes and issues raised in the written and oral evidence received
by the Committee are outlined below. More detailed information on the outputs from the
Committee’s scrutiny is included in the appendices to this report.

Cost and Benefit of the Reforms

The Committee recognises that a core aspect of the Bill is to reform the current public sector
pensions landscape in order to control the cost of schemes that are funded by the public
purse. In its initial evidence, DFP indicated that failure to or any delay to legislate on the
reforms could result in a reduction in the block grant of in excess of £262 million for the first
year in terms of savings foregone.

Members are very mindful of the consequences for the delivery of key public services in NI from
a reduction to the block grant of this magnitude, especially in the current period of budgetary
constraint. This concern was reflected in the evidence from some stakeholders, including

the Equality Commission, which stated that ‘this reduction could exacerbate some existing
inequalities if departmental budgets are reduced as a result of changes to the block grant’.®

From the stakeholder evidence and Assembly research, however, it was also apparent that

a ‘macroeconomic’ analysis or appraisal has not been undertaken of the proposed pension
reforms at either a UK or NI level, including by the Hutton Review. In their evidence, the

TUS representatives emphasised the need to assess the impact of increasing the age of
retirement — particularly in terms of displacement in the labour market, whereby “...if you
keep someone in work five years longer, someone else will not be getting that job for five
years or until it becomes free...” — and the correlation between this and youth unemployment.
TUS also indicated that it had done some work itself on macroeconomic analysis, referred to
work by NERI on youth unemployment, and expressed a willingness to assist the Department
in meeting the cost of a wider exercise.

As part of its preliminary scrutiny, the Committee pursued the issue of more accurate cost/
savings estimates, including the absence of a macroeconomic appraisal, with DFR Arising
from this work, the Committee established that the estimated cost of £262m for the first
year of not following the reforms was based on Government Actuary Department (GAD)
methodology which applied assumptions in relation to the Health Service Scheme across
the remaining main public sector schemes in NI. At the Committee’s request, DFP agreed
to commission further scheme-specific calculations by GAD (at a cost of £20k - £30k), for
the purpose of providing more accurate estimated costs of not implementing the reforms in
NI. The result of this work was an increase in the estimated cost of not implementing the
reforms in the first year, from £262m to £300m.

While the Committee acknowledges the willingness of DFP to commission the additional work
by GAD, members are mindful that this was a limited exercise, which did not, nor was it

Correspondence from the Equality Commission, 26 September 2013, Appendix 3
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71.
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74.

intended to, provide a macroeconomic appraisal of the reforms. Moreover, DFP emphasised
the scale and complexity of such an appraisal and, using the Hutton Review as a comparator,
the Department suggested that the exercise could require a similar period of 9 months to
complete and that the cost could potentially also reach several hundred thousands of pounds.

At its meeting on 26 June 2013, the Committee considered the options for obtaining a
macroeconomic appraisal of the policy aims of the Bill and agreed in the first instance to
establish what level of support TUS could provide in respect of the assessment. ICTU (NIC)
subsequently provided an NERI discussion paper, entitled ‘Increasing the Retirement Age for
Public Sector Workers: Effects on the Wider Labour Market’, as part of its written submission
to the Committee on 30 August 2013.

In its paper, NERI contended that serious displacement in the labour market may be a
consequence of increasing the retirement age and that this could take a prolonged period

of time to adjust given the current distressed state of the labour market and the unique
characteristics of the public sector. It was further highlighted that forcing people to work
later may increase costs elsewhere and studies were cited which suggest that increasing the
retirement age may lead to significant increases in disability entitlements.®

On 30 September 2013, the Department provided the Committee with a written response to
the issues raised in the NERI paper. For its part, DFP argued that, whilst the paper pointed
out some possible impacts of increasing the pension age, it did not take account of the wider
macroeconomic impact of a failure to reform, in particular the costs in excess of £300 million
per annum which would also have an impact on the labour market. Whilst the Department
accepted that pension reform could result in short-term labour market impacts, it was of the
view that, over the longer term, the labour market will adjust and that there is potential for
longer-term benefits to emerge.

In continuing its scrutiny of this matter, at its meeting on 2 October 2013, the Committee
agreed to seek information from DFP on what research has been done or can be done to
provide a cost-benefit analysis specifically on the implications of NI not aligning the NPA with
the SPA as proposed in the Bill. In response, the Department argued that:

‘any divergence from the general policy on scheme pension age from the equivalent
schemes in Great Britain is unnecessary, would be contrary to the Executive’s agreement on
pension reform on 8 March 2012, and would have inevitable financial implications against
the Northern Ireland funding made available from HM Treasury.”

DFP further argued that additional work in this area would cost in the region of £10,000 to
£15,000 plus VAT, would take 3 to 4 weeks to complete, would not address the ‘benefits’ of
such a policy and would be subject to the same limitations as the previous work undertaken
by GAD. Moreover, the Department contended that a more detailed actuarial analysis,

for instance looking at how costs may evolve from 2015 to the long term, would cost
considerably more and take considerably longer to issue.

The Committee notes the variability in the estimates of the financial penalty which HM
Treasury has confirmed it will apply if the public sector pension reforms provided for in the
Bill are delayed or not implemented in line with GB. Nonetheless, the Committee accepts
that, given the existing financial framework for devolution, the direct reduction in the block
grant as a result of not proceeding with the reforms would place a substantial pressure

on the Executive’s budget and, in particular, on the funding available for delivering priority
frontline public services in NI. That said, given the significance of the reforms in terms of
the predominance of the public sector in the NI economy, the Committee considers that,

in expecting the Executive to follow parity on this devolved matter, the UK Government
should have provided a macroeconomic appraisal of the Hutton reforms at a regional level.

Correspondence from NERI, Appendix 3
DFP correspondence, 21 October 2013, Appendix 4
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80.

81.

This would have facilitated the Executive and Assembly in taking decisions on the public
sector pension reforms on the basis of more complete evidence.

Governance provisions

As part of their examination of the Bill and the evidence received, members identified a range
of issues in respect of the governance provisions, particularly in relation to clauses 5 and 7
which make provision for pension boards and scheme advisory boards respectively. The main
issues are outlined below.

It was noted that clause 5, subsection (2) of the Bill provides that, in the case of a pension
scheme for local government workers, the regulations must provide for the appointment of the
Northern Ireland Local Government Officers’ Superannuation Committee (NILGOSC) as the
Pension Board for that scheme. However, in its evidence to the Committee, NILGA highlighted
that the wording would have an effect that NILGOSC would act as both the Pension Board and
also the Scheme Manager and, whilst such an arrangement is permissible in the equivalent
GB legislation, it is not pre-determined in the way the NI Bill is for local government only. The
concerns of NILGA in respect of clause 5(2) were also reiterated in the submission from the
Committee for the Environment.

As a result of this issue being highlighted, a response was sought from the Department
and the Committee welcomes the confirmation from DFP that the Minister of Finance
and Personnel will table an amendment at Consideration Stage to amend clause 5 (2) to
replace ‘must’ with ‘may’ on line 6; thereby removing the explicit requirement for NILGOS
to act as the pension board for the local government pensions scheme in NI and thus
providing greater flexibility which was requested in the evidence from NILGA.

In its evidence, TUS called for the references in clause 5(5)(c) and (7)(b) to ‘member
representatives’ to be amended to provide that these are appointed from the recognised
trade unions for the scheme following consultation with ICTU (NIC). In this regard, the
Committee welcomes the assurance in the DFP response that, as part of the secondary
legislation process, the responsible departments and their TUS counterparts will have an
opportunity to ‘further refine scheme level arrangements as appropriate in the course of their
overall consultations on new scheme regulations’.®

A further area in which the Committee raised a number of queries was in relation to
safeguards for the proper governance and administration of schemes under clause 5,
subsections (3), (4) and (5), including in terms of securing compliance with legislative
requirements and the related sanctions for non-compliance. In its response, the Department
provided assurance by explaining that:

‘There are extended powers for the Office of the Pension Regulator and an accompanying
new code of practice will apply for schemes made under the Bill. The Pensions Regulator
has powers to impose fines where appropriate where scheme mismanagement occurs’.®

As part of its scrutiny of the governance provisions of the Bill, the Committee also examined
the clause 7 requirement that scheme regulations for defined benefits scheme must provide
for the establishment of a scheme advisory board (as distinct from the pension board) with
responsibility for providing advice to the responsible authority, at the authority’s request, on
the desirability of changes to the scheme.

In written submissions to the Committee a number of concerns were raised by TUS regarding
the composition of the board and it was proposed that the clause be amended to provide for
a balanced representation. In its response, DFP reiterated the point that secondary legislation
provides scope for individual departments, in conjunction with TUS, to refine scheme specific

DFP correspondence, 23 September 2013, response to written submissions, Appendix 4
DFP correspondence, 30 October 2013, Appendix 4
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requirements and suggested that this might be the most appropriate stage for this to be
addressed.

At its meeting on 6 November 2013, the Committee sought an assurance from DFP officials
that scheme advisory boards would have a sufficient challenge function and independence. In
response, members were advised that, regardless of its makeup, the scheme advisory board
has a defined role for which it will be accountable and that it can advise on the desirability

of scheme changes as it sees fit, even in the absence of a request to do so from the
responsible authority under clause 7(1).

On the issue of independence, DFP pointed out that it is a requirement that the responsible
authority satisfies itself that any appointed person does not have any conflict of interest and,
as an additional measure, following discussions with the Pensions Regulator, draft guidance
is being prepared on how the Regulator’s code of practice will apply to the scheme advisory
boards as well as to the pension boards. On the basis of the clarification and assurances
received from DFR the Committee decided not to pursue further amendments to clauses 5
and 7.

Normal Pension Age and State Pension Age

It was clear from the stakeholder evidence that one of the most contentious impacts of the
reforms arises from the provisions in clause 10 of the Bill which establish an automatic
linkage between NPA and SPA for public servants generally and which set the NPA at 60
years of age for firefighters and the police. This will, in effect, mean that a large number of
public sector employees will be unable to receive their full pension entitlement at the age
expected when they first joined the scheme. Moreover, the Committee has noted from the
research and evidence that, aside from firefighters and police officers, certain other physically
or emotionally demanding public service roles (e.g. prison officers, teachers, paramedics
and mental health nurses) have been identified as potentially problematic in terms of

the consequences of an automatic linkage between NPA and future increases in the SPA,
including the planned increase to 68 years of age in 2046.%°

In considering these issues, members also noted from the evidence that, in recent years,

a number of changes in secondary legislation have been implemented for new entrants to
existing public service pension schemes. For example, for new entrants to local government,
teachers, health and civil service pension schemes the NPA is now set at 65 years of age,
while the NPA for entrants to the firefighters and police pension schemes was set at 60 years
of age since 2006.

In terms of the argument against setting a link between NPA and SPA in primary legislation,
the BMA cited the Working Longer Review, currently being undertaken by a tripartite
partnership review group comprising NHS trade unions, NHS employers and health
department representatives, which will consider, amongst other things, the evidence of the
impact of working beyond 60 years of age. The BMA argued that the Bill should be amended
to enable the findings of the Working Longer Review to be taken into account.!!

Similarly, in its written response to the proposed reforms, UNISON cautioned that there
should be careful consideration of the effect of working longer on specific groups of workers.
Also citing the Working Longer Review, which will look at specific groups, such as paramedics,
UNISON stated that the findings of this review should not be pre-judged and that:

‘The Northern Ireland Bill should at least enable schemes to be able to look objectively
at the effect on members having to work longer and also take into account the views
of employers. Employers may find it preferable that some groups have a lower normal

Assembly Research and Information Service, Research Paper: Public Service Pensions Act — Consideration of
Westminster Legislative Process http://www.niassembly.gov.uk/globalassets/documents/finance-2011-2016/
legislation/public-service-pensions-bill/assembly-research/c-research-paper-consideration-of-westminster-legislative-
process.pdf

Official Report of oral evidence from BMA, 16 October 2013, Appendix 2
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retirement age rather than having to deal with issues including increasing long term sick
leave and ill health retirements as retirement ages increase’.*?

In terms of the stakeholder concerns over the ability of affected staff to maintain fitness
levels in order to fulfil their duties, the Committee undertook particular scrutiny of the case of
firefighters. At their meeting on 9 October 2013, members took oral evidence from the FBU
which stated that a finding from the ‘Williams Review’ indicated that up to 85% of fire fighters
aged between 55 and 60 would not be able to maintain the fithess standards required to
effectively conduct their duties.'® Moreover, in responding to Committee queries on the scope
for such firefighters to move to non-frontline roles, including community fire safety, the FBU
pointed out that it had written confirmation from its employers on at least two occasions
‘that there simply are not those redeployment opportunities in the Northern Ireland Fire and
Rescue Service’ and hence the risk of capability dismissals.** In addition, the FBU pointed
out that national fitness standards have not yet been set for the Fire and Rescue Service
and, therefore, a decision on NPA should await that outcome.

Whilst acknowledging that the Bill does not require firefighters to work to the age of 60, the
FBU highlighted that, should a firefighter choose/have to retire before 60 years of age then
this could result in an actuarial reduction to the overall pension entitiement of approximately
4% per year. As such, the FBU proposed an amendment to clause 10(2) of the Bill to enable
the NPA to be set in scheme regulations and thereby provide flexibility for firefighters who do
not meet the fitness standards to leave before 60 years of age without an actuarial reduction.

In its written responses to the Committee, DFP explained that, whilst clause 10 sets an NPA
of 60 years of age for firefighters and police, it was not explicit in its requirement that all
firefighters must work to the age of 60. The Department argued that such individuals have
options and could choose to retire before the age of 60; however it was acknowledged that
this would incur an actuarial reduction to the overall value of the pension.

In subsequent oral evidence to the Committee on 16 October 2013, DFP officials highlighted
a more flexible approach being considered for firefighters in Scotland, which would set the
NPA at 60 years of age but provide for an accrual rate to enable individual firefighters to leave
earlier without such a heavy penalty to their pension. The DFP officials confirmed that scope
would exist in the secondary legislation to adopt a similar approach in NI provided that it falls
within the cost ceiling of the scheme, otherwise any costs over and above this would have to
be met by that sector.

Given the FBU claims that a high proportion of individuals would not be able to achieve
the required fitness standards and in order to understand the potential impact to public
safety, the Committee wrote to the Minister for Health, Social Services and Public Safety
for information on the options for firefighters to retire early with actuarial reduction and on
whether scope exists to redeploy firefighters who are unable to meet the fithess standards
into other roles within the public sector in NI.

In correspondence dated 19 November 2013, the Minister for Health, Social Services and
Public Safety provided a response to the Committee. The Minister advised that, in terms of
the potential numbers of firefighters aged 55 — 60 who cannot maintain the fitness standards
and the implications, ‘the position in Northern Ireland is unclear and the available information
is incomplete’. As regards the scope for redeployment into the wider public sector, it was
advised that:

UNISON response to public consultation, Appendix 3

The Williams Review — A Review for the Firefighters’ Pension Committee
http://www.niassembly.gov.uk/globalassets/documents/finance-2011-2016/legislation/public-service-pensions-bill/normal-

pension-age-npa-review---january-2013.pdf

Official Report of the oral evidence from FBU, 9 October 2013, Appendix 2
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‘Under employment legislation retired firefighters cannot be provided with a more
advantageous position which allows them to complete for employment in the wider public
sector regardless of their individual circumstances’.*®

When undertaking its formal clause-by-clause consideration of the Bill on 20 November
2013, the Committee agreed to request an update from DFP on any developments in the
negotiations on future pension arrangements for firefighters in Scotland, which might
provide a model for the firefighters scheme in NI; particularly in terms of flexibilities for early
departure with minimal actuarial reductions for firefighters aged between 55 — 60 years who
are unable to maintain the operational fitness standards. A subsequent response from DFR
however, indicated that the Department did not have any further update on the position in
Scotland in this regard.

On a separate front, in its evidence, NASUWT raised concern over the alignment of NPA with
SPA in the case of teachers, particularly in terms of future increases from 65 to 68 years of
age. In this regard, NASUWT highlighted that, whilst teachers do not have to achieve similar
physical standards to firefighters, for example, the majority of teachers leaving the profession
through redundancy cite being ‘burned out’ as the key reason and this could therefore have
an impact on teaching standards. Similar concerns were raised in a submission from the
Committee for Education, particularly in terms of the impact which increases in the retirement
age for teachers may have on staff morale and well-being, the educational experience for
pupils and on employment levels for newly qualified teachers.

The Committee also noted the case raised in relation to prison officers. In correspondence,
the Prison Officers’ Association (POA) stated that it had rejected the pension age of 65

for new entrants to the prison service, which falls under Principal Civil Service Pension
Scheme (NI). The POA also explained that, in the course of consultations in GB on the Civil
Service scheme design, an offer was made to the POA that represented a partial subsidy for
operational staff in post on 1 April 2015 to retire aged 65 without incurring an actuarially
reduced pension by means of purchasing a lower NPA of up to three years lower than their
SPA. The POA rejected this offer since it felt that the existing pension age and pension
entitlements formed part of the terms and conditions of employment and, in view of the
increase of pension contributions from 13.4% to 18.9%, this was considered too expensive
for its members.®

As part of its scrutiny of clause 10, the Committee sought DFP’s view on the merits of an
amendment to provide flexibility at secondary legislation stage for individual departments/
ministers to determine in the scheme design the most appropriate NPA for schemes falling
within their remit. In this regard, it was suggested that the provision, in clause 3(5), for
DFP consent to scheme regulations may provide the necessary safeguard to ensure that
any associated costs of varying from parity in this area would be met by the responsible
Department.

In its response to this query, DFP highlighted that the linkage between NPA and SPA was one
of the core provisions of the Bill and it was a central recommendation of the Hutton Review
to respond to trends in increased longevity, options for deferred retirement and increased
working lifetimes, and to make public service pension provision sustainable for the long term.

From the Assembly research, the Committee noted that the UK Government’s main response
to concern over the linkage between NPA and SPA was to point out that individuals are not
being obliged to work to NPA and that ‘if people wish to retire earlier, they can do so and take
an actuarially reduced pension...”.*” However, it was also noted that this approach fails to

Correspondence from Minister for Health, Social Services and Public Safety, 19 November 2013, Appendix 3
Correspondence from POA, 11 November 2013, Appendix 3

Public Service Pensions Act — Consideration of Westminster Legislative Process http://www.niassembly.gov.uk/
globalassets/documents/finance-2011-2016/legislation/public-service-pensions-bill/assembly-research/c-research-paper-
consideration-of-westminster-legislative-process.pdf
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address those circumstances where public servants, who do not wish, or cannot afford, to
take early retirement, but find the completion of their duties impossible due to age-related
decline. While redeployment from front-line duties to back-office jobs may provide a solution
in such cases, the Committee was not offered assurance as to the general practicability of an
approach along these lines.

In view of the stakeholder concerns around clause 10, the Committee also wrote to the

First Minister and deputy First Minister to establish the basis for the Executive’s decision

of 8 March 2012; in particular, the extent to which it was made aware that any automatic
linkage between NPA and SPA in the Bill would pre-empt any future decisions by the Executive
in terms of whether the linkage should be maintained when the UK Government’s planned
increases in the SPA beyond 65 years of age take effect. The Committee had not received a
response to its query, however, by the date of agreeing this report.

Having regard to the aforementioned evidence, during their final consideration of clause 10
of the Bill on 20 November 2013, a number of members indicated concerns with some of
the provisions therein whilst other members considered that further information was needed
before a fully informed decision could be made on the provisions. Therefore, in light of

the concerns raised with the provisions in clause 10 setting NPA in primary legislation,
the Committee was unable to agree this clause as drafted. In particular, the Committee
believes that there is a need for sufficient flexibility to enable evidence-based decisions
to be taken at a scheme level on whether certain public service roles, especially that

of firefighters, should have a lower NPA than is set in the Bill. As such, the Committee
recommends that the Minister of Finance and Personnel tables the necessary amendment
to clause 10 at Consideration Stage to provide this flexibility, on the basis that any costs
arising from future decisions to vary from parity in this area at a scheme level will be met
by the responsible departments.

Consultation provisions

A recurring theme from the evidence was the need to ensure that the regulatory powers of
DFR as well as the other responsible authorities/departments, is subject to proportionate
safeguards in terms of proper consultation with the affected stakeholders. Members noted
that this concern applies to a range of provisions in the Bill, including in clauses 9, 11,

12, 14, 21, 22 and 23, and which include potentially sensitive areas such as valuations,
revaluations, the employer cost cap, and retrospective changes. These consultation issues
also overlap with the concerns raised by stakeholders that the Bill should include sufficient
provision for ‘Assembly control and safeguards’, which is discussed later in the report.

The concerns around consultation were highlighted in evidence from a number of the

trade unions, with the argument being made that ‘the norm is for DFP to ignore the view of
consultees’ contrary to the ‘Gunning Principles’. For its part, the Department argued that it
conducts consultation in the spirit these principles.

From its previous scrutiny of the Superannuation Bill, the Committee was aware that the
‘Gunning’ or ‘Sedley’ principles setting out requirements for fair consultation have been
explicitly adopted by the Court of Appeal in NI. Members have noted previously that the four
requirements of consultation were stated as follows:

“To be proper, consultation must be undertaken at a time when proposals are still at a
formative stage; it must include sufficient reasons for particular proposals to allow those
consulted to give intelligent consideration and an intelligent response; adequate time must
be given for this purpose; and the product of consultation must be conscientiously taken
into account when the ultimate decision is taken.”*®

Assembly Research and Information Service, Research Paper: Committee for Finance and Personnel’s Report
on the Superannuation Bill, 26 September 2012, page 12. http://www.niassembly.gov.uk/Documents/Reports/
Finance/8458.pdf
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With this in mind, as part of its scrutiny of the consultation issues, the Committee raised a
range of queries with DFR including;:

m Whether the Department is required to consult on the orders that it makes under clause 9
(Revaluation);

®  What justification exists for the powers of direction in clause 11 (Valuations) and why DFP
is required to consult only with the Government Actuary under subsection (4);

m  Whether the Department would consider amending clause 12 (Employer cost cap) to
include a duty on DFP to consult before making directions and regulations;

®  Why the consultation requirement in clause 21 does not also cover the cross-cutting
orders and regulations made by DFP under powers elsewhere in the Bill (e.g. clauses 9,
12 and 31);

®  Whether the absence of a requirement to consult ‘with a view to reaching agreement’
under clause 21(1) could result in the consultation under that clause being less
meaningful; and

®  What safeguards exist to ensure that the consultation reports to the Assembly, under
clauses 22 (Procedure for protected elements) and 23 (Procedure for retrospective
provision), are laid in sufficient time in advance of Assembly committee consideration of
the scheme regulations.

The clarification and assurance provided by DFP in response to these queries is detailed in
the correspondence at Appendix 4. However, the main thrust of the Department’s response
to these questions was an assurance that it will conduct its consultation in the spirit of the
‘Gunning Principles’ and that it had given an undertaking at the ‘Collective Consultation
Working Group’ for the Bill that it will consult with employee representatives on its draft
directions. Moreover, the Department addressed a concern of the Committee in agreeing that
the Minister will bring forward an amendment to require directions and regulations in relation
to the employer cost cap, under clause 12, to be subject to consultation with the relevant
stakeholders.

The Committee also welcomes the assurance provided in the Department’s response to the
queries regarding the consultation reports under clauses 22 and 23 being laid in sufficient
time in advance of Assembly committee consideration of the scheme regulations. In this
regard, DFP reminded the Committee that, during Consideration Stage of the Superannuation
Bill, the previous DFP Minister stated that ‘it would be his Department’s intention to lay such
a report at the same time as any amending scheme to enable the Assembly to consider all
relevant information collectively and before any such scheme comes into operation’. The
Department confirmed that the same process would apply under this provision.*®

Given the concerns raised in the evidence regarding the need for DFP’s regulatory
powers in the Bill to be tempered with robust consultation requirements, the Committee
welcomes both the assurances from the Department that it will follow a good-practice
approach in consulting on proposed statutory rules generally and the confirmation that the
Minister will table an amendment at Consideration Stage to require DFP directions and
regulations under clause 12 to be subject to consultation with the relevant stakeholders.
The Committee will, nonetheless, wish to monitor the practical outworking of the DFP
commitment and assurances in this area. This will include careful scrutiny — both at

the ‘SL1’ stage in the secondary legislation process and of the reports to be laid before
the Assembly under clauses 22 and 23 - of the extent and outcome of the consultation
undertaken on proposed regulations arising from the Bill.

DFP correspondence, 1 November 2013, Appendix 4
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Revaluation

Pension benefits accrued in public service schemes are uprated annually to take account of cost
of living increases. Clause 9 of the Bill makes provisions that enable DFP to conduct any such
valuation to be applied as an order reflecting a percentage increase or decrease referenced
to the general level of prices or earnings as it considers appropriate. In correspondence to
DFR the Committee sought clarification on a number of issues in this regard.

An issue of particular concern to the Committee was the potential for the order-making
powers bestowed on DFP to be applied to the detriment of scheme members if, for example,
they did not reflect fully an increase in the Consumer Price Index (CPI). In its response, DFP
stated that any methodology applied in respect of a revaluation needs to be reasonable and
grounded and would have to prove the relationship between any metric.

Following further clarification from DFR the Committee agreed not to pursue an amendment to
clause 9(1)(b) to state that a revaluation be by reference that ‘reflects’ a change in prices or
earnings (or both) in a given period. In this regard, members were mindful that an unintended
consequence of such an amendment might be to potentially reduce the scope for agreeing
variances at a scheme level to annual rates for revaluation of accrued benefits.

Review of Actuarial Valuations and Employer Contributions

As outlined above, clause 13 (Employer contributions in funded schemes) requires that
employer contributions in defined benefits schemes with a pension fund — most notably

the funded Local Government Pension Scheme (NI) — are set at a level that is sufficient

to ensure the solvency of the pension fund and the long-term cost-efficiency of the part of
the scheme to which that fund relates. It also requires the pension fund to be subject to
actuarial valuation; while subsections (4) to (7) make provision for a person appointed by the
responsible authority/department to undertake a review to consider whether the actuarial
valuation is in compliance with the scheme regulations, whether it is consistent with other
valuations under the scheme, and whether the employer contribution rates were set at the
level required.

The Committee noted that the Explanatory and Financial Memorandum accompanying the
Bill (on page 15) refers to the reviewer as being an ‘independent person’ undertaking an
‘independent verification of the assessment of the scheme’s assets and liabilities and to
confirm whether appropriate employer contributions will be paid to meet those liabilities’.
However, it was also noted that clause 13 does not appear to include specific provision
to ensure the independence of the appointed person. Whilst members acknowledged
that the term ‘appropriately qualified’ in subsection (7) could be interpreted as implying
independence, this was not deemed to be sufficiently clear.

On raising this issue with DFP officials during oral evidence on 16 October 2013, the
Committee was assured that the Department would consider enhancing the provisions in
clause 13 to make it ‘absolutely clear’ that the person appointed to undertake the review
is independent. However, in its subsequent written response of 1 November 2013, DFP
appeared not to be prepared to table an amendment to enhance the independence of

the person appointed stating that ‘this is a technical exercise where financial or actuarial
expertise is the primary requirement rather tha[n] independence’. As a consequence, at its
meeting on 6 November 2013, the Committee agreed that an amendment would be drafted
for consideration, which would aim to ensure the independence of the person appointed to
review the actuarial valuation and employer contribution rates.

At its meeting on 13 November, the Committee considered the following wording of a draft
amendment to clause 13, subsection (7), of the Bill:

Clause 13, Page 9, Line 20
After ‘qualified’ insert-

‘and must not be-
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(a) an employee of the responsible authority;

(b) the scheme manager;

(c) a scheme member; or

(d) an employee of the Department of Finance and Personnel.

To inform the Committee’s consideration, DFP officials provided an initial view on the draft
amendment, advising that, while they did not consider it necessary, it did not detract from the
thrust of the legislation. The Departmental officials also undertook to respond promptly with
any follow up views on the matter as applicable; however, no further advice was received from
DFP on the issue.

The Committee agreed that the amendment, as drafted, will be tabled at Consideration Stage.
It was also agreed to update the Environment Committee of developments arising from the
deliberations on the clauses of the Bill which are relevant to the remit of the Department

of the Environment. In conclusion, the Committee recommends to the Assembly that

the following amendment is made to clause 13(7) of the Bill, in order to make explicit

the requirement for the person appointed to review the actuarial valuation to be an
independent person:

Clause 13, Page 9, Line 20

After ‘qualified’ insert-

‘and must not be-

(a) an employee of the responsible authority;
(b) the scheme manager;

(c) a scheme member; or

(d) an employee of the Department of Finance and Personnel.’

Information about Benefits

As part of their scrutiny, members noted that clause 14 of the Bill provides for scheme
regulations to require scheme managers to provide active pension scheme members with
benefit information statements and what must be included in them. In considering the
significance of such information and the often technical nature of pensions, the Committee
sought DFP’s view on a proposal that would amend subsection (6) to require that the DFP
directions must aim to ensure that the benefit information statement is provided in such a
manner so that the scheme members are reasonably able to understand it.

In its response, DFP stated that the purpose of the directions will be to ensure members of

all pension schemes are provided with clear and comprehensive information to enable them
to understand their pension benefits. Satisfied by this assurance, the Committee agreed not
to pursue an amendment.

Assembly Control and Safeguards

A notable theme from the evidence was the question of whether the Bill provides for sufficient
checks and balances in terms of the powers of the responsible authorities/departments

and DFP to make changes to the pension schemes under subordinate legislation, including
retrospective changes. This issue was raised particularly in relation to clauses 8, 9, 23 and
24 of the Bill, with the stakeholder proposals focusing on requiring the scheme regulations

to be subject to the ‘affirmative’ rather than the ‘negative’ resolution procedure, the former
being regarded as a higher level of Assembly scrutiny and control.
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In terms of the provisions in the Bill which gave rise to concerns in the evidence, attention
was drawn to the powers of DFR under clause 8(2)(b), to make regulations specifying defined
benefits schemes other than CARE schemes and, under clause 9, to make orders in relation
to the revaluation of the accrued pension of active members of schemes. In addition,
concerns were raised by TUS and NIHRC in relation to: clause 23, which provides a procedure
to be followed when retrospective provisions are included within scheme regulations proposed
by the relevant authority/department; and, in particular, with clause 24 which requires the
affirmative resolution procedure for scheme regulations amending primary legislation or
making retrospective amendments that appear to the responsible authority to have significant
adverse effects in relation to scheme members, but which applies the negative resolution
procedure in any other case.

In a follow up written submission of 11 November 2013, ICTU (NIC) reiterated its view that
the affirmative resolution process provides better scope for the trade unions to engage with
the Assembly on issues of concern. ICTU (NIC) stated that:

‘Given the lack of application by DFP of the Wolfe/Gunning principles we have serious
concerns as to what may transpire once the Bill receives its Royal Assent, unless it contains
the necessary safeguards.?°

In response to the stakeholder concerns, DFP has advised that it considers that the negative
resolution procedure is applied appropriately in the Bill, that it is the commonly employed
mechanism for pension scheme regulations and ‘that it allows appropriate Assembly scrutiny
of the provisions of regulations and the chance to debate those regulations if the Assembly
wishes to do s0.'?* The Department has also pointed out that general use of the affirmative
resolution procedure would see a considerable increase in the number of issues requiring
plenary time which might be of a minor or technical nature. In addition, as alluded to above,
DFP contends that it adheres to the ‘Gunning Principles’ for proper consultation with relevant
stakeholders, including TUS.

In considering the arguments in relation to Assembly control and safeguards, members were
aware that statutory rules made under negative resolution procedure have the effect of law
as soon as the ‘comes into operation’ date is reached. Such statutory rules can be annulled
by the Assembly within the statutory period, 30 calendar days or 10 sitting days from the
date that the rule is laid in the Assembly Business Office (whichever is longer). For it to be
annulled a Member or a committee must table a motion known as a prayer of annulment

in the Business Office for debate in the Assembly and the Assembly must vote in favour.
Whereas, a statutory rule subject to affirmative procedure is made, printed, laid before

the Assembly and shall not come into operation unless affirmed by the Assembly following
a debate and vote on a motion from the responsible Minister proposing that the rule be
affirmed by the Assembly.

The Committee had previous experience of examining the respective merits of the affirmative
and negative resolution procedures from its scrutiny of the Superannuation Bill in 2012. In
that context, it was noted that a case could be made for affirmative resolution based on the
numbers of people affected by changes to the compensation scheme and the relevance to
public spending (a consideration that also applies in the case of public service pensions).
Also, the affirmative approach would address the theoretical risk that scheme changes could
be bought into operation by the Department before the Committee had an opportunity to
table a plenary motion for annulment “praying against” the scheme changes. In terms of the
negative resolution procedure, the Committee had also called on DFP to provide an assurance
that it will observe the practice of the “21 Day Rule”, whereby any future compensation
scheme changes will not come into operation until at least 21 calendar days after being laid

Correspondence from ICTU (NIC), 11 November 2013, Appendix 3
DFP correspondence, 23 September 2013, Appendix 4
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in the Assembly. The purpose of this is to allow time for scrutiny before the scheme changes
come into operation.??

In light of the concerns raised by TUS and NIHRC regarding sufficient safeguards in the

Bill for cases were retrospective changes (particularly reductions) to accrued benefits are
proposed, the Committee obtained independent legal advice from Assembly Legal Services.
Following legal advice, five possible options were identified for improving clause 23/24 to
help address some of the stakeholder concerns. While the Department rejected each of
these, at its meeting on 13 November 2013, the Committee deliberated on the wording of
options for draft amendments to clause 24, subsection (1), paragraph (b) of the Bill, which
would have required the affirmative resolution procedure either for all retrospective changes
or for retrospective changes which are considered to have any adverse effect (as opposed to
any significant adverse effect). It was considered that the latter approach may focus on the
changes more likely to be in dispute and would take account of the DFP argument that the
Assembly is unlikely to wish to have plenary time taken up by minor and non-controversial
scheme changes. Following further deliberation, however, no consensus was reached on the
Committee on pursuing an amendment in this regard.

Arising from its consideration of whether the Bill provides for sufficient checks and
balances on departments’ powers to make pension scheme changes under subordinate
legislation, the Committee recognises that there is a balance to be struck in terms of
requiring the higher level of Assembly scrutiny, in the form of affirmative resolution, for
subordinate legislation dealing with more substantive and potentially controversial issues,
while avoiding the inefficient use of plenary time in debating minor or routine changes.
Members are also mindful that, under the negative resolution procedure, committees or
individual Members would have the option to table a plenary motion for annulment ‘praying
against’ scheme changes which have given rise to concerns.

In this regard, the Committee would recommend that stakeholders, including the trade
unions, who have concerns with any future scheme changes ensure that these are brought
to the attention of the applicable Assembly committee at the earliest opportunity. In
addition, the Committee calls for further assurance from DFP that it will observe the ‘21
day rule’ in relation to any proposals which it makes for negative resolution regulations
making scheme changes under the provisions of the Bill. The Committee would advise the
other applicable Assembly committees to seek similar assurances on this issue from their
respective departments.

Other Issues

In addition to the aforementioned issues, the Committee also raised queries on various other
policy aspects of the reforms and on a wide range of drafting points in terms of the detail

of the Bill. The Department provided helpful clarification and assurances on many of these
issues and the full information is included at Appendix 4. The following section outlines
some of the main areas covered in this regard.

In advance of the formal introduction of the Bill to the Assembly, DFP had confirmed that

it would undertake an equality screening exercise to identify any potential impact to the
groups defined under section 75 of the NI Act 1998. However, during follow up oral evidence
sessions with TUS, the Committee noted concerns over DFP’s decision not to conduct a

full EQIA and members therefore sought information on the work that the Department had
undertaken to arrive at its decision.

In response, DFP provided a copy of the equality screening exercise and acknowledged that
the reforms will have minor impacts on age and gender. However, in respect of age, the

The '21 day rule’ is the rule of practice whereby a department should, in the case of statutory rules subject to the
negative resolution procedure, allow at least 21 calendar days between the laying of the statutory rule and the date
on which it comes into operation in order to provide time for scrutiny.
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Department determined that such impacts would be mitigated as a result of the transitional
protection measures incorporated within the Bill. In addressing the impacts on gender, DFP
stated that women have a higher life expectancy than men and, whilst men typically earn more,
the introduction of the CARE model will provide for a fairer and more proportionate method of
calculating pension provision.?® For its part, TUS rejected the DFP arguments and contended
that, given the fundamental nature of the changes, a full EQIA should have been undertaken.

Following its call for evidence, the Committee received a written submission from the Equality
Commission which was broadly content that DFP’s screening exercise had followed its
guidance. It noted the work undertaken in advance of the introduction of the Bill, welcomed
the transitional protection measures to mitigate the impact of the reforms and welcomed

the DFP commitment to carry out further analytical work at the policy implementation stage.
As highlighted earlier in this report, the Equality Commission also raised concern around the
potential for existing inequalities to be exacerbated by significant reductions in departmental
budgets as a result of any failure by the Executive to implement the public sector pension
reforms in NI. On the basis of this submission from the Equality Commission, the Committee
was assured as to the equality issues raised previously in the evidence.

At its meeting on 23 October 2013, the Committee noted correspondence from the
Chairperson of the Independent Financial Review Panel (IFRP), a body established to make
determinations in relation to the salaries, allowances and pensions payable to members
of the NI Assembly. IFRP highlighted its concern that, as drafted, clauses 30 — 32 could be
interpreted as seeking to give DFP power over the NI Assembly Members Pensions Scheme
which would contravene the statutory powers afforded to IFRR

In follow up correspondence to the Committee, DFP explained that:

‘Clauses 30, 31 and 32 of the Bill deal with additional schemes for existing schemes for public
bodies and new schemes which would be established for those public bodies in the future.
As the Assembly Scheme is neither a public body or a new scheme it is outside these definitions.?*

DFP also explained that, during the scoping stage of pension reform, the Assembly
Commission confirmed that IFRP had advised that it intended to review the Assembly
Members Pension Scheme that falls within its remit in light of the wider review of public
sector schemes and reviews of the equivalent schemes in Westminster and the National
Assembly for Wales. DFP provided an assurance that it is content with this approach and
accepted that the scheme is outside the remit of the Bill. The Committee welcomes this
clarification and assurance which the Department has provided to IFRR

In raising a range of queries with drafting aspects of the Bill, the Committee questioned DFP
on the provision in clause 9, subsection (4), paragraph (b) which provides the Department
with an order-making power to ‘make different provisions for different purposes’ in relation

to revaluations. In response to the Committee’s query as to why this provision is required,
the Department explained that the policy intent is to provide the flexibility to give effect to
different agreements on revaluation made with representatives of members of different
schemes and examples were provided of how this might be applied. While DFP also explained
that the provision in clause 9(4)(b) could be omitted because of the existing provisions

of section 17 of the Interpretation Act (NI) 1954, the Committee was content with the
clarification provided and, on this basis, did not pursue an amendment in this regard.

As a result of its detailed scrutiny of the text of the Bill, the Committee identified a minor
typographical error in clause 14(1), line 24, and members welcome the Department’s
subsequent agreement to table an amendment at Consideration Stage to rectify this error.

Official Report of the oral evidence from DFR 24 April 2013: http://www.niassembly.gov.uk/assembly-business/
official-report/committee-minutes-of-evidence/session-2012-2013/april-2013/public-sector-pensions-bill--consultation-
responses/

DFP correspondence, 1 November 2013, Appendix 4
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Clause-by-Clause Consideration of the Bill

Having reviewed the substantial body of written and oral evidence received on the Bill,

the Committee deliberated on the clauses and schedule to the Bill at its meeting on 13
November 2013 and undertook its formal clause-by-clause scrutiny of the Bill at its meeting
on 20 November 2013. The Committee carried out formal clause-by-clause consideration of
the Bill as follows:2®

Clause 1: Schemes for persons in public service.
Agreed: that the Committee is content with clause 1 as drafted.

Clause 2: Responsible authority for schemes.
Agreed: that the Committee is content with clause 2 as drafted.

Clause 3: Scheme regulations.
Agreed: that the Committee is content with clause 3 as drafted.

Clause 4: Scheme manager.
Agreed: that the Committee is content with clause 4 as drafted.

Clause 5: Pension board.

Agreed: that the Committee is content with clause 5, subject to the Minister tabling
an amendment at Consideration Stage, as undertaken, to replace ‘must’ with ‘may’ at
subsection (2), line 6.

Clause 6: Pension board: information.
Agreed: that the Committee is content with clause 6 as drafted.

Clause 7: Scheme advisory board.
Agreed: that the Committee is content with clause 7 as drafted.

Clause 8: Types of scheme.
Agreed: that the Committee is content with clause 8 as drafted.

Clause 9: Revaluation.

Agreed: that the Committee is content with clause 9 as drafted, though it was noted that Mr
McLaughlin, Ms Fearon and Mr McCallister wished to reserve their position on the clause.

Clause 10: Pension age.

During the deliberations on this clause, some members raised concerns with some of the
provisions therein whilst other members required additional information.

Agreed: to seek an update from DFP on any developments in the negotiations on future
pension arrangements for firefighters in Scotland, which might provide a model for the
firefighters scheme in NI; particularly in terms of flexibilities for early departure with minimal
actuarial reductions for firefighters aged between 55 — 60 years who are unable to maintain
the operational fitness standards.

Agreed: that the Committee could not agree clause 10 as drafted.

An extract from the Minutes of Proceedings of the Committee for Finance and Personnel meeting on 30 January
2013, Appendix 1
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Clauses 11: Valuations
Agreed: that the Committee is content with clause 11 as drafted.

Clauses 12: Employer Cost Cap

Agreed: that the Committee is content with clause 12, subject to the Minister tabling an
amendment at Consideration Stage, as undertaken, to include further provisions to the effect
that DFP directions and regulations may only be made after DFP has consulted with the
relevant stakeholders.

Clause 13: Employer contributions in funded schemes.

Agreed: that the Committee is content with clause 13 subject to the following proposed
Committee amendment which the Chairperson will table at Consideration Stage:

Clause 13, Page 9, Line 20

After ‘qualified’ insert-

‘and must not be-

(a) an employee of the responsible authority;

(b) the scheme manager;

(c) a scheme member; or

(d) an employee of the Department of Finance and Personnel.

Clause 14: Information about benefits.

Agreed: that the Committee is content with clause 14, subject to the Minister tabling an
amendment at Consideration Stage, as undertaken, to insert ‘a’ after ‘which is’ at subsection
(1), line 24.

Clause 15: Information about schemes.
Agreed: that the Committee is content with clause 15 as drafted.

Clause 16: Records.
Agreed: that the Committee is content with clause 16 as drafted.

Clause 17: Regulatory oversight.
Agreed: that the Committee is content with clause 17 as drafted.

Clause 18: Restriction of existing pension schemes.
Agreed: that the Committee is content with clause 18 as drafted.

Clause 19: Closure of existing injury and compensation schemes.

Agreed: that the Committee is content with clause 19 as drafted.

Clause 20: Final salary link.
Agreed: that the Committee is content with clause 20 as drafted.

Clause 21: Consultation.
Agreed: that the Committee is content with clause 21 as drafted.
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Clause 22: Procedure for protected elements.
Agreed: that the Committee is content with clause 22 as drafted.

Clause 23: Procedure for retrospective provision.

Agreed: that the Committee is content with clause 23 as drafted, though it was noted that Mr
Bradley wished to reserve his position on the clause.

Clause 24: Other procedure.

Agreed: that the Committee is content with clause 24 as drafted, though it was noted that Mr
Bradley, Mr McLaughlin and Ms Fearon wished to reserve their position on the clause.

Clause 25: Extension of schemes.

Agreed: that the Committee is content with clause 25 as drafted.

Clause 26: Non-scheme benefits.
Agreed: that the Committee is content with clause 26 as drafted.

Clause 27: Consequential and minor amendments.
Agreed: that the Committee is content with clause 27 as drafted.

Clause 28: Existing local government scheme.

Agreed: that the Committee is content with clause 28 as drafted.

Clause 29: Existing schemes for civil servants: extension of access.
Agreed: that the Committee is content with clause 29 as drafted.

Clause 30: New public body pension schemes.
Agreed: that the Committee is content with clause 30 as drafted.

Clause 31: Power to restrict other existing public body pension schemes.

Agreed: that the Committee is content with clause 31 as drafted.

Clause 32: Existing public body pension schemes: pension age.

During its consideration of this clause, the Committee invited the following DFP officials to
come to the table to clarify the Department’s response to an issue raised previously by the
Committee:

Grace Nesbitt, Head of Pensions Division, Corporate HR;
Stephen Ball, Policy and Legislation, Civil Service Pensions, Corporate HR.

Agreed: that the Committee is content with clause 32 as drafted, though it was noted that Mr
McLaughlin and Ms Fearon wished to reserve their position on the clause.

Clause 33: General interpretation.

Agreed: that the Committee is content with clause 33 as drafted.

Clause 34: Regulations, orders and directions.
Agreed: that the Committee is content with clause 34 as drafted.

Clause 35: Financial provision.
Agreed: that the Committee is content with clause 35 as drafted.
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Clause 36: Commencement.
Agreed: that the Committee is content with clause 36 as drafted.

Clause 37: Short title.
Agreed: that the Committee is content with clause 37 as drafted.

Schedule 1: Persons in Public Service: Definitions
Agreed: that the Committee is content with schedule 1 as drafted.

Schedule 2: Responsible Authorities
Agreed: that the Committee is content with schedule 2 as drafted

Schedule 3: Scope of Scheme Regulations: Supplementary Matters
Agreed: that the Committee is content with schedule 3 as drafted.

Schedule 4: Regulatory Oversight
Agreed: that the Committee is content with schedule 4 as drafted.

Schedule 5: Existing Pension Schemes
Agreed: that the Committee is content with schedule 5 as drafted.

Schedule 6: Existing Injury and Compensation Schemes
Agreed: that the Committee is content with schedule 6 as drafted.

Schedule 7: Final Salary Link
Agreed: that the Committee is content with schedule 7 as drafted.

Schedule 8: Consequential and Minor Amendments
Agreed: that the Committee is content with schedule 8 as drafted.

Schedule 9: Existing Schemes for Civil Servants: Extension of Access
Agreed: that the Committee is content with schedule 9 as drafted.

Long Title of the Bill — “A Bill to make provision for public service pension schemes; and for
connected purposes.”

Agreed: that the Committee is content with the Long Title of the Bill.

In summary, the Committee is content with the provisions in the Bill as drafted, aside from:

e clauses 5 (Pension board), 12 (Employer cost cap) and 14 (Information about
benefits), for which the Department has undertaken to table amendments to address
issues identified by stakeholders and the Committee;

e clause 13 (Employer contributions in funded schemes), for which the Committee will
table an amendment; and

e clause 10 (Pension age), which the Committee could not agree as drafted due to the
aforementioned concerns.

This report on the Bill, which includes supplementary policy recommendations, is issued to
inform the contributions of Assembly Members to the Consideration Stage debate.
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Minutes of Proceedings (Extract)s

Wednesday, 09 January 2013
Room 30, Parliament Buildings

Present: Mr Daithi McKay MLA (Chairperson)
Mr Dominic Bradley MLA (Deputy Chairperson)
Mrs Judith Cochrane MLA
Mr Leslie Cree MBE MLA
Ms Megan Fearon MLA
Mr Paul Girvan MLA
Mr John McCallister MLA
Mr David Mcllveen MLA
Mr Mitchel McLaughlin MLA
Mr Peter Weir MLA

In Attendance: Mr Shane McAteer (Assembly Clerk)

Mrs Kathy O’Hanlon (Assistant Assembly Clerk)

Mrs Clairita Frazer (Assistant Assembly Clerk)

Mr Jim Nulty (Clerical Supervisor)

Ms Heather Graham (Clerical Officer)

Mr Gavin Moore (Bursary Student)

Mr Hugh Widdis (Director of Assembly Legal Services)
(Agenda Item 4 only)

10:05am The meeting opened in public session.

Agreed: that Agenda items 5 & 6 are recorded by Hansard and the Official Report
published on the Assembly website.

10:55am The meeting moved into public session.

Public Service Pensions Bill - Evidence from DFP Officials

The Committee took oral evidence from Grace Nesbitt, Head of Pensions Division, CHR;
Blathnaid Smyth, Civil Service Pensions, CHR; and Stephen Ball, Civil Service Pensions, CHR.
The evidence session was recorded by Hansard.

11:02am Mr McLaughlin returned to the meeting.
11:10am Mr Weir left the meeting.
11:19am Mr Weir returned to the meeting.

Mr Bradley declared an interest as a member of the Northern Ireland Teachers’ Pension
Scheme.

11:27am Mr Bradley left the meeting.
11:27am Mr Mcllveen left the meeting.

Agreed: that DFP will provide additional information as requested during the oral
evidence session.

Agreed: that briefings on the proposed Bill will be scheduled with DFP and the relevant
trade unions once the public consultation has concluded and that background
research will be commissioned from Assembly Research.

12:39pm The Chairperson adjourned the meeting.
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Wednesday, 23 January 2013
Room 30, Parliament Buildings

Present: Mr Daithi McKay MLA (Chairperson)
Mr Dominic Bradley MLA (Deputy Chairperson)
Mrs Judith Cochrane MLA
Mr Leslie Cree MBE MLA
Ms Megan Fearon MLA
Mr Paul Girvan MLA
Mr John McCallister MLA
Mr David Mcllveen MLA
Mr Mitchel McLaughlin MLA
Mr Peter Weir MLA

In Attendance: Mr Shane McAteer (Assembly Clerk)
Mrs Kathy O’Hanlon (Assistant Assembly Clerk)
Mr Jim Nulty (Clerical Supervisor)

Apologies: Mr Adrian McQuillan MLA
10:24am The meeting opened in public session.

Agreed: that Agenda item 6 is recorded by Hansard and the Official Report published on
the Assembly website.

Committee Work Programme

The Committee noted correspondence from DFP on the policy consultation on the Public
Service Pensions Bill.

Agreed: to schedule a briefing on the outcome of the consultation, following its
completion.

11:39am The Chairperson adjourned the meeting.

Mr Daithi McKay MLA

Chairperson
Committee for Finance and Personnel

30 January 2013

[EXTRACT]
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Wednesday, 30 January 2013
Room 30, Parliament Buildings

Present: Mr Daithi McKay MLA (Chairperson)
Mrs Judith Cochrane MLA
Mr Leslie Cree MBE MLA
Ms Megan Fearon MLA
Mr Paul Girvan MLA
Mr John McCallister MLA
Mr David Mcllveen MLA
Mr Mitchel McLaughlin MLA
Mr Adrian McQuillan MLA
Mr Peter Weir MLA

In Attendance: Mr Shane McAteer (Assembly Clerk)
Mrs Kathy O’Hanlon (Assistant Assembly Clerk)
Mr Jim Nulty (Clerical Supervisor)
Ms Heather Graham (Clerical Officer)
Mr Gavin Moore (Bursary Student)
Mrs Patricia Casey (Bill Clerk) (Agenda Item 4 only)
Mr Simon Kelly (Assistant Legal Adviser) (Agenda ltem 4 only)

Apologies: Mr Dominic Bradley MLA (Deputy Chairperson)
10:05am The meeting opened in public session.

Agreed: that Agenda items 4, 5 and 6 are recorded by Hansard and the Official Report
published on the Assembly website.

6. Committee Work Programme

Agreed: that DFP would be invited to brief the Committee following the conclusion of the
policy consultation on the Public Service Pensions Bill.

The Committee noted that there was a range of key stakeholders to obtain evidence from in
relation to the Bill, e.g. the Police Federation, and the Fire Brigades Union.

Agreed: that the Clerk will liaise with the relevant statutory committees to establish
arrangements for co-ordinating scrutiny of the Bill.

11:32am The Chairperson adjourned the meeting.

Mr Daithi McKay MLA

Chairperson
Committee for Finance and Personnel

6 February 2013

[EXTRACT]
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Wednesday, 20 February 2013
Room 29 Parliament Buildings

Present: Mr Daithi McKay MLA (Chairperson)
Mr Dominic Bradley MLA (Deputy Chairperson)
Mr Leslie Cree MBE MLA
Ms Megan Fearon MLA
Mr Paul Girvan MLA
Mr David Mcllveen MLA
Mr Mitchel McLaughlin MLA
Mr Adrian McQuillan MLA
Mr Peter Weir MLA

In Attendance: Mr Shane McAteer (Assembly Clerk)
Mrs Clairita Frazer (Assistant Assembly Clerk)
Mrs Kathy O’Hanlon (Assistant Assembly Clerk)
Mr Jim Nulty (Clerical Supervisor)
Ms Heather Graham (Clerical Officer)
Mr Gavin Moore (Bursary Student)

10:05am In the absence of the Chairperson, the Deputy Chairperson opened the meeting in
public session.

Committee Work Programme
Public Service Pensions Bill

Agreed: the Committee will take evidence from Trade Union representatives on the Public
Service Pensions Bill at its meeting on 27 February 2013. The Committee will
copy a DFP briefing paper and correspondence relating to the Public Service
Pensions Bill to the Trade Union representatives for information in advance of
the meeting.

10:31am The Chairperson adjourned the meeting.

Mr Daithi McKay MLA

Chairperson
Committee for Finance and Personnel

27 February 2013

[EXTRACT]
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Wednesday, 27 February 2013
Room 30 Parliament Buildings

Present: Mr Daithi McKay MLA (Chairperson)
Mr Dominic Bradley MLA (Deputy Chairperson)
Mrs Judith Cochrane MLA
Mr Leslie Cree MBE MLA
Ms Megan Fearon MLA
Mr Paul Girvan MLA
Mr David Mcllveen MLA
Mr Mitchel McLaughlin MLA
Mr Adrian McQuillan MLA
Mr Peter Weir MLA

In Attendance Mr Shane McAteer (Assembly Clerk)
Mrs Clairita Frazer (Assistant Assembly Clerk)
Mrs Kathy O’Hanlon (Assistant Assembly Clerk)
Mr Jim Nulty (Clerical Supervisor)
Ms Heather Graham (Clerical Officer)
Mr Gavin Moore (Bursary Student)
Dr Robert Barry (Senior Research Officer) (Agenda item 5 only)

10:06am The meeting opened in public session.

4. Public Service Pensions Bill — Evidence from Trade Union Representatives

The following trade union representatives joined the meeting to give evidence on the
forthcoming Public Service Pensions Bill: Bumper Graham, Northern Ireland Public Service
Alliance (NIPSA); John O’Farrell, Irish Congress of Trade Unions; Jim Quinn, Fire Brigades
Union (FBU); Brian Ferguson, UNISON; Nuala O’Donnell, Irish National Teachers’ Organisation;
and Harry Baird, First Division Association. The session was recorded by Hansard.

10:09am Mr McQuillan joined the meeting.
10:12am Mr Girvan joined the meeting.
10:23am Ms Fearon left the meeting.
10:27am Ms Fearon returned to the meeting.
10:39am Mrs Cochrane joined the meeting.
10:42am Mr Weir left the meeting.

10:53am Mr Mcllveen left the meeting.
10:54am Mr Weir returned to the meeting.
10:55am Mr Mcllveen returned to the meeting.

Agreed: the FBU will provide the Committee with a copy of its response to the related GB
consultation on pension reforms.

Agreed: the collective trade union response to the DFP consultation will be provided to
the Committee when completed.

Agreed: the Committee will seek further information from DFP on a number of issues,
including: a comprehensive list of all pension schemes and associated
stakeholders that will be affected by the Bill and the implications it will have
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for each scheme; how the drafting of secondary legislation will be sequenced
in relation to the primary legislation; and full details of how the potential cost
of £262m per annum to the Northern Ireland block grant from a failure to
implement the reforms has been calculated and whether this will be a HM
Treasury imposed figure.

12:32pm The Chairperson adjourned the meeting.

Mr Daithi McKay MLA

Chairperson
Committee for Finance and Personnel

6 March 2013

[EXTRACT]
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Wednesday, 13 March 2013
Room 30, Parliament Buildings

Present:

In Attendance:

Apologies:

Mr Daithi McKay MLA (Chairperson)
Mr Leslie Cree MBE MLA

Ms Megan Fearon MLA

Mr Paul Girvan MLA

Mr John McCallister MLA

Mr David Mcllveen MLA

Mr Mitchel McLaughlin MLA

Mr Adrian McQuillan MLA

Mr Peter Weir MLA

Mr Shane McAteer (Assembly Clerk)

Mrs Kathy O’Hanlon (Assistant Assembly Clerk)
Mrs Clairita Frazer (Assistant Assembly Clerk)
Mr Jim Nulty (Clerical Supervisor)

Ms Heather Graham (Clerical Officer)

Mr Dominic Bradley MLA (Deputy Chairperson)

10:04am The meeting opened in public session.

Agreed: that Agenda item 4 is recorded by Hansard and the Official Report published on
the Assembly website.

7. Correspondence

The Committee noted the following items of correspondence:

®  DFP: Public Pensions and Government Actuary’s Department assumptions;

11:48am The Chairperson adjourned the meeting.

Mr Daithi McKay MLA

Chairperson

Committee for Finance and Personnel

20 March 2013

[EXTRACT]
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Wednesday, 10 April 2013
Room 30, Parliament Buildings

Present:

In Attendance:

Apologies:

Mr Daithi McKay MLA (Chairperson)
Mr Dominic Bradley MLA (Deputy Chairperson)
Mrs Judith Cochrane MLA

Mr Leslie Cree MBE MLA

Ms Megan Fearon MLA

Mr Paul Girvan MLA

Mr John McCallister MLA

Mr David Mcllveen MLA

Mr Mitchel McLaughlin MLA

Mr Adrian McQuillan MLA

Mr Peter Weir MLA

Mr Shane McAteer (Assembly Clerk)

Mrs Kathy O’Hanlon (Assistant Assembly Clerk)
Mrs Clairita Frazer (Assistant Assembly Clerk)
Mr Jim Nulty (Clerical Supervisor)

Ms Heather Graham (Clerical Officer)

None.

10:06am The meeting opened in public session.

Agreed: that Agenda items 4 and 5 are recorded by Hansard and the Official Report
published on the Assembly website.

Correspondence

The Committee noted the following items of correspondence:

m  DFP: Public Service Pensions Reform Bill response;

Agreed: to copy the Departmental response to the Trade Union delegation in advance of
their scheduled briefing on 24 April.

11:17am The Chairperson adjourned the meeting.

Mr Daithi McKay MLA

Chairperson

Committee for Finance and Personnel

17 April 2013
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Wednesday, 24 April 2013
Room 30, Parliament Buildings

Present: Mr Daithi McKay MLA (Chairperson)
Mr Dominic Bradley MLA (Deputy Chairperson)
Mrs Judith Cochrane MLA
Mr Leslie Cree MBE MLA
Ms Megan Fearon MLA
Mr Paul Girvan MLA
Mr John McCallister MLA
Mr David Mcllveen MLA
Mr Mitchel McLaughlin MLA
Mr Peter Weir MLA

In Attendance: Mr Shane McAteer (Assembly Clerk)
Mrs Kathy O’Hanlon (Assistant Assembly Clerk)
Mrs Clairita Frazer (Assistant Assembly Clerk)
Mr Jim Nulty (Clerical Supervisor)
Ms Heather Graham (Clerical Officer)
Mr Gavin Moore (Bursary Student)

Apologies: Mr Adrian McQuillan MLA
10:05am The meeting opened in public session.

Agreed: that Agenda items 4, 5 and 6 are recorded by Hansard and the Official Report
published on the Assembly website.

5. Public Service Pensions Bill — Evidence from Trade Unions

The Committee took evidence from the following Trade Union (TU) representatives: Bumper
Graham, NIPSA; John O’Farrell, Irish Congress of Trade Unions; Martin Toal, UNISON; Nuala
O’Donnell, Irish National Teachers’ Organisation; Paul Hardy, Prison Officers’ Association;
Jim Quinn, Fire Brigade Union; and Harry Baird, First Division. The evidence was recorded by
Hansard.

11:34am Ms Fearon returned to the meeting.

Agreed: the TU representatives will respond in writing to any issues raised during the
following evidence session with DFR

Agreed: TU representatives will return to brief the Committee on the same date that DFP
sets out the proposals for the way ahead on the Public Service Pensions Bill.

11:50am Mrs Cochrane left the meeting.
11:50am Mr Weir left the meeting.
11:50am Mr Mcllveen left the meeting.

6. Public Service Pensions Bill - Evidence from DFP
11:51am Mr Mcllveen returned to the meeting.

The Committee took evidence from the following DFP officials: Grace Nesbitt, Head of
Pensions Division, Corporate HR (CHR); Blathnaid Smyth, Civil Service Pensions, CHR; and
Margaret Coyle, Civil Service Pensions, CHR.

12:18pm Mr Weir returned to the meeting.
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12:28pm Mr Weir left the meeting.
12:28pm Mr McCallister left the meeting.
12:31pm Mr Weir returned to the meeting.

Agreed: the DFP officials will provide additional information as requested during the
evidence session.

Agreed: that the Committee will write to the Department to recommend that a number of
measures are taken to more accurately assess the implications of the proposed
pension reforms, including the cost of any decisions not to implement the
reforms at a scheme level in Northern Ireland and the socio-economic impact of
raising the retirement age.

Agreed: that the briefing papers received from DFP and other stakeholders are published
on the Committee website.

Agreed: to write to the other relevant Assembly committees to inform them of the cross-
cutting nature of the proposed legislation and provide notification that their
views on the Bill will be sought during Committee Stage.

12:36pm Mr Bradley left the meeting.
12:43pm The Chairperson adjourned the meeting.

Mr Daithi McKay MLA

Chairperson
Committee for Finance and Personnel

1 May 2013

[EXTRACT]
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Wednesday, 1 May 2013
Room 30, Parliament Buildings

Present: Mr Daithi McKay MLA (Chairperson)
Mrs Judith Cochrane MLA
Mr Leslie Cree MBE MLA
Ms Megan Fearon MLA
Mr Paul Girvan MLA
Mr John McCallister MLA
Mr Mitchel McLaughlin MLA
Mr Adrian McQuillan MLA
Mr Peter Weir MLA

In Attendance: Mr Shane McAteer (Assembly Clerk)
Mrs Kathy O’Hanlon (Assistant Assembly Clerk)
Mrs Clairita Frazer (Assistant Assembly Clerk)
Mr Jim Nulty (Clerical Supervisor)
Ms Heather Graham (Clerical Officer)

Apologies: Mr Dominic Bradley MLA (Deputy Chairperson)
Mr David Mcllveen MLA

10:11am The meeting opened in public session.

Agreed: that Agenda items 4 and 5 are recorded by Hansard and the Official Report
published on the Assembly website.

3. Matters Arising
Public Service Pensions Bill

Agreed: to issue the letter to the Minister of Finance and Personnel recommending steps
to establish a more accurate assessment of the implications of the proposed
pension reforms for Northern Ireland.

11:56am The Chairperson adjourned the meeting.

Mr Daithi McKay MLA

Chairperson
Committee for Finance and Personnel

8 May 2013
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Wednesday, 15 May 2013
Room 30, Parliament Buildings

Present: Mr Daithi McKay MLA (Chairperson)
Mrs Judith Cochrane MLA
Mr Leslie Cree MBE MLA
Mr Paul Girvan MLA
Mr David Mcllveen MLA
Mr John McCallister MLA
Mr Mitchel McLaughlin MLA
Mr Peter Weir MLA

In Attendance: Mr Shane McAteer (Assembly Clerk)
Mrs Kathy O'Hanlon (Assistant Assembly Clerk)
Mrs Clairita Frazer (Assistant Assembly Clerk)
Mr Jim Nulty (Clerical Supervisor)
Ms Heather Graham (Clerical Officer)
Mr Gavin Moore (Bursary Student)

Apologies: Mr Dominic Bradley MLA (Deputy Chairperson)
Ms Megan Fearon MLA
Mr Adrian McQuillan MLA

10:16am The meeting opened in public session.

Correspondence
The Committee noted the following items of correspondence:

m  DFP: Public Service Pensions Bill

Agreed: to remind DFP that a response to the Committee’s previous correspondence
recommending steps to establish more accurate assessment of the implications
of the proposed pension reforms for NI will be required in advance of the
evidence session on the Bill at next week’s meeting.

12:19pm The Chairperson adjourned the meeting.

Mr Daithi McKay MLA

Chairperson
Committee for Finance and Personnel

22 May 2013

[EXTRACT]
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Wednesday, 22 May 2013
Room 30, Parliament Buildings

Present: Mr Dominic Bradley MLA (Deputy Chairperson)
Mr Leslie Cree MBE MLA
Ms Megan Fearon MLA
Mr Paul Girvan MLA
Mr David Mcllveen MLA
Mr John McCallister MLA
Mr Mitchel McLaughlin MLA
Mr Adrian McQuillan MLA
Mr Peter Weir MLA

In Attendance: Mr Shane McAteer (Assembly Clerk)
Mrs Clairita Frazer (Assistant Assembly Clerk)
Mr Jim Nulty (Clerical Supervisor)
Ms Heather Graham (Clerical Officer)

Apologies: Mr Daithi McKay MLA (Chairperson)
Mrs Judith Cochrane MLA

10:05am The meeting opened in public session.

4. Public Service Pensions Bill: Proposals on way forward — DFP evidence session

Agreed: to share the DFP papers for this evidence session with the trade union
representatives in advance of the next session.

10:12am Mr Weir joined the meeting.
10:16am Mr McCallister joined the meeting.
10:45am Mr McQuillan joined the meeting.
10:46am Mr Weir left the meeting.
10:49am Ms Fearon left the meeting.
10:54am Mr Weir joined the meeting.

The Committee received a briefing on proposals on the way forward in relation to the Public
Service Pensions Bill from the following DFP officials: Grace Nesbitt, Head of Pensions
Division; Blathnaid Smyth, Pensions Division, Corporate Human Resources (CHR); and
Margaret Coyle, Pensions Division, CHR. The session was recorded by Hansard.

Agreed: that the DFP officials would provide follow up information in relation to issues
raised during the evidence session.

The Committee noted that other relevant statutory committees have been notified of the
impending Committee Stage of this Bill and subsequent secondary legislation and that the
Committee for Finance and Personnel would be seeking their views in due course.

11.00am Mr McCallister left the meeting.

5. Public Service Pensions Bill - Trade Union evidence session

The Committee took evidence from the following trade union representatives: Bumper
Graham, Northern Ireland Public Service Alliance (NIPSA); John O’Farrell, Irish Congress of
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Trade Unions; Nuala O’Donnell, Irish National Teachers’ Organisation; Jim Quinn, Fire Brigades
Union; and Harry Baird, First Division. The session was recorded by Hansard.

11:06am Ms Fearon joined the meeting.
11:28am Mr Weir left the meeting.

11:57am Mr McLaughlin left the meeting.

Agreed: that the trade unions will provide the Committee with a copy of the
correspondence they received from the Equality Commission regarding the
proposed Bill.

Agreed: that written submissions on the proposed Bill are sought, at this stage, from the

Equality Commission and the Northern Ireland Human Rights Commission.

Agreed: that the Committee will review the issues raised in today’s evidence sessions
and identify which matters require further examination and responses from the
Department.

12:18pm The Chairperson adjourned the meeting.

Mr Daithi McKay MLA

Chairperson
Committee for Finance and Personnel

29 May 2013
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Wednesday, 12 June 2013
Room 3.08 Management Suite, North West
Regional College

Present: Mr Daithi McKay MLA (Chairperson)
Mr Dominic Bradley MLA (Deputy Chairperson)
Mrs Judith Cochrane MLA
Mr Paul Girvan MLA
Mr John McCallister MLA
Mr Mitchel McLaughlin MLA
Mr Adrian McQuillan MLA

In Attendance: Mr Shane McAteer (Assembly Clerk)
Mr Phil Pateman (Assistant Assembly Clerk)
Mr Jim Nulty (Clerical Supervisor)

Apologies: Mr Leslie Cree MBE MLA
Ms Megan Fearon MLA
Mr David Mcllveen MLA
Me Peter Weir MLA

10:24am The meeting opened in public session.

4, Public Service Pensions Bill — Pre-introductory written briefing from DFP

The Committee noted pre-introductory written briefing from DFP on the forthcoming Public
Service Pensions Bill, due to be introduced to the Assembly on 17 June 2013.

Agreed: that the briefing papers are copied to the relevant statutory committees for
information, given the cross-cutting nature of the Bill.

Agreed: that the Committee will consider the options relating to a macroeconomic
appraisal of the policy aims of the Bill at its meeting on 19 June 2013.

12:15pm The Chairperson adjourned the meeting.

Mr Daithi McKay MLA

Chairperson
Committee for Finance and Personnel

19 June 2013
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46



Minutes of Proceedings (Extract)s

Wednesday, 19 June 2013
Room 30 Parliament Buildings

Present: Mr Daithi McKay MLA (Chairperson)
Mrs Judith Cochrane MLA
Ms Megan Fearon MLA
Mr Paul Girvan MLA
Mr Leslie Cree MBE MLA
Mr John McCallister MLA
Mr David Mcllveen MLA
Mr Mitchel McLaughlin MLA
Mr Adrian McQuillan MLA
Mr Peter Weir MLA

In Attendance: Mr Shane McAteer (Assembly Clerk)
Mrs Clairita Frazer (Assistant Assembly Clerk)
Mr Phil Pateman (Assistant Assembly Clerk)
Mr Jim Nulty (Clerical Supervisor)
Ms Heather Graham (Clerical Officer)

Apologies: Mr Dominic Bradley MLA (Deputy Chairperson)
10:10am The meeting opened in public session.

Matters Arising

Public Service Pensions Bill: “Macro Economic” Appraisal - Options

The Committee considered options relating to a macroeconomic appraisal of the policy aims
of the Public Service Pensions Bill.

10:16am Mr McQuillan joined the meeting.

Agreed: that, given the substantive nature of the issues to consider, the Committee
would defer its decision on the options until next week’s meeting.

Agreed: to take evidence from the Nevin Economic Research Institute at a future
meeting.
Agreed: to seek an update from Trade Union Side on its preparedness to support the

commissioning of a macroeconomic appraisal.
11:43am The Chairperson adjourned the meeting.

Mr Daithi McKay MLA

Chairperson
Committee for Finance and Personnel

26 June 2013
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Wednesday, 26 June 2013
Room 29 Parliament Buildings

Present: Mr Daithi McKay MLA (Chairperson)
Mrs Judith Cochrane MLA
Ms Megan Fearon MLA
Mr Paul Girvan MLA
Mr Leslie Cree MBE MLA
Mr John McCallister MLA
Mr Adrian McQuillan MLA
Mr Peter Weir MLA

In Attendance: Mr Shane McAteer (Assembly Clerk)
Mr Phil Pateman (Assistant Assembly Clerk)
Mr Jim Nulty (Clerical Supervisor)
Ms Heather Graham (Clerical Officer)

Apologies: Mr Dominic Bradley MLA (Deputy Chairperson)
Mr David Mcllveen MLA
Mr Mitchel McLaughlin MLA

10:17am The meeting opened in public session.

7. Public Service Pensions Bill - Assembly Research Briefing
The Committee noted a briefing paper from Assembly Research entitled Public Service
Pensions Bill.
Agreed: that the Delegated Powers Memorandum relating to the Bill, which had been

received from DFR is forwarded to the Examiner of Statutory Rules for scrutiny.

Agreed: that the signposting notice on the Committee Stage “call for evidence” is printed
in the three main regional papers and that the detailed information on the “call
for evidence” is published on the Committee’s website.

8. Public Service Pensions Bill — Consideration of options on “Macro-economic Appraisal”

The Committee gave further consideration to the options regarding the absence of a
macroeconomic appraisal of the policy aims of the Public Service Pensions Bill.

Agreed: to write to Trade Union Side requesting that any work undertaken by it in respect
of an appraisal is forwarded to the Committee at the earliest opportunity during
the Committee Stage of the Bill for consideration.

12:52pm The Chairperson adjourned the meeting.

Mr Daithi McKay MLA

Chairperson
Committee for Finance and Personnel

3 July 2013
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Wednesday, 11 September 2013
Room 30, Parliament Buildings

Present:

In Attendance:

Mr Daithi McKay MLA (Chairperson)
Mr Dominic Bradley MLA (Deputy Chairperson)
Mrs Judith Cochrane MLA

Mr Leslie Cree MBE MLA

Ms Megan Fearon MLA

Mr Paul Girvan MLA

Mr John McCallister MLA

Mr David Mcllveen MLA

Mr Mitchel McLaughlin MLA

Mr Adrian McQuillan MLA

Mr Peter Weir MLA

Mr Shane McAteer (Assembly Clerk)

Mrs Clairita Frazer (Assistant Assembly Clerk)
Mr Phil Pateman (Assistant Assembly Clerk)
Mr Jim Nulty (Clerical Supervisor)

Ms Heather Graham (Clerical Officer)

10:07am The meeting opened in public session.

Public Service Pensions Bill - Consideration of written submissions

The Committee gave initial consideration to the written submissions which were received from
a range of stakeholders in response to the call for evidence on the Bill.

Agreed: that the written submissions are forwarded to DFP for an urgent written response
to each of the issues/proposals raised by the stakeholders.

Public Service Pensions Bill - Consideration of Committee Stage Timetable

Agreed: that the motion seeking Assembly approval to extend the Committee Stage of
the Bill to Friday 29 November 2013 will be laid in the Business Office; and that
oral evidence will be scheduled from the stakeholders who have made written
submissions.

11:39am The Chairperson adjourned the meeting.

Mr Daithi McKay MLA

Chairperson

Committee for Finance and Personnel

18 September 2013
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Wednesday, 02 October 2013
Room 30, Parliament Buildings

Present: Mr Dominic Bradley MLA (Deputy Chairperson)
Mrs Judith Cochrane MLA
Mr Leslie Cree MBE MLA
Mr Paul Girvan MLA
Mr John McCallister MLA
Mr lan McCrea MLA
Mr Mitchel McLaughlin MLA

In Attendance: Mr Shane McAteer (Assembly Clerk)
Mr Phil Pateman (Assistant Assembly Clerk)
Mrs Clairita Frazer (Assistant Assembly Clerk)
Mr Jim Nulty (Clerical Supervisor)
Ms Heather Graham (Clerical Officer)

Apologies: Mr Daithi McKay MLA
Mr Peter Weir MLA

10:12am The meeting opened in public session.

4. Public Service Pensions Bill - Assembly Research Briefing

The Committee received a briefing from Assembly Research and Information Service on the
Research paper, Public Service Pensions Bill.

10:17am lan McCrea joined the meeting.
10:18am Judith Cochrane joined the meeting.
10:35am Paul Girvan left the meeting.

5. Public Service Pensions Bill — Northern Ireland Human Rights Commission Evidence Session

The Committee took evidence from the following representatives of the Northern Ireland
Human Rights Commission on the Public Service Pensions Bill:

®  Dr David Russell, Deputy Director; and

®  Ms Rhyannon Blythe BL, Assistant Caseworker.
The session was recorded by Hansard.
10:47am Paul Girvan rejoined the meeting.

Agreed: to write to DFP seeking information on what research has been done or can
be done to provide a cost-benefit analysis specifically on the implications of
Northern Ireland not aligning the Normal Pension Age with the State Pension
Age.

10:59am The Deputy Chairperson adjourned the meeting.

Mr Dominic Bradley MLA

Deputy Chairperson
Committee for Finance and Personnel

09 October 2013
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Wednesday, 09 October 2013
Room 30, Parliament Buildings

Present:

In Attendance:

Apologies:

Mr Daithi McKay (Chairperson)

Mr Dominic Bradley MLA (Deputy Chairperson)
Mrs Judith Cochrane MLA

Ms Megan Fearon MLA

Mr Paul Girvan MLA

Mr John McCallister MLA

Mr lan McCrea MLA

Mr Mitchel McLaughlin MLA

Mr Adrian McQuillan MLA

Mr Peter Weir MLA

Mr Shane McAteer (Assembly Clerk)

Mr Phil Pateman (Assistant Assembly Clerk)
Mrs Clairita Frazer (Assistant Assembly Clerk)
Mr Jim Nulty (Clerical Supervisor)

Ms Heather Graham (Clerical Officer)

Mr Leslie Cree MBE MLA

10:09am The meeting opened in public session.

Public Service Pensions Bill — Evidence from the Fire Brigades Union

Agreed: to seek a written response from the Department to drafting queries relating to
provisions in the Bill.

The Committee received took evidence on the Public Service Pensions Bill from the following
representatives of the Fire Brigades Union:

m  Jim Barbour, UK Vice President;

m Matt Wrack, General Secretary;

® Jim Quinn, Regional Secretary;

m  Sean Starbuck, National Pensions Officer.

The session was recorded by Hansard.

10:21am Mr McLaughlin left the meeting.

10:24am Mr McLaughlin rejoined the meeting.

10:40am Mr McCallister joined the meeting.

11:00am Mr Weir left the meeting.

11:10am Mr Girvan left the meeting.

11:11am Mr Weir rejoined the meeting.

11:12am Mr Girvan rejoined the meeting.

11:19am Mr McCallister left the meeting.

11:20am Mr McCallister rejoined the meeting.

11:19am Mrs Cochrane left the meeting.
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Agreed: that further questions would be forwarded to the witnesses for written response
as required.
5. Public Service Pensions Bill — Evidence from the National Association of Schoolmasters

Union of Women Teachers (NASUWT)

The Committee took evidence on the Public Service Pensions Bill from the following
representatives from NASUWT:

® Dave Wilkinson - NASUWT National Negotiating Official;
®  Seamus Searson - NASUWT Northern Ireland Organiser;

®  Justin McCamphill — Junior Vice President of NASUWT NI &Serving Northern Ireland Teacher.
The session was recorded by Hansard.

Dominic Bradley declared an interest as a former teacher, former member of a teachers’
union and current member of the Northern Ireland Teachers Pension Scheme.

John McCallister declared an interest as his wife is employed as a teacher.
11:26am Mr McCrea left the meeting.

11:29am Ms Fearon left the meeting.

11:42am Mr McCrea rejoined the meeting.

11:42am Ms Fearon rejoined the meeting.

11:44am Mr McQuillan left the meeting.

11:45am Mr McQuillan rejoined the meeting.

12:04pm Ms Fearon left the meeting.

12:04pm Mr Bradley left the meeting.

6. Public Service Pensions Bill - Evidence from the Northern Ireland Public Service Alliance
(NIPSA) and the Irish Congress of Trade Unions — Northern Ireland Committee (ICTU (NIC))

The Committee took evidence from the following representatives from NIPSA and ICTU (NIC)
on the Public Service Pensions Bill.

®  Bumper Graham, Deputy Secretary NIPSA;

m  John O’Farrell, Union Representative, ICTU (NIC);

m  Gareth Scott, Union Representative, Unite;

® Nuala O’Donnell, Union Representative, Irish National Teachers Organisation (INTO); and

®  Harry Baird, Union Representative, First Division Association (FDA).
The session was recorded by Hansard.

12:12pm Mr Bradley rejoined the meeting.

12:23pm Mr Weir left the meeting.

12:25pm Mr McCallister left the meeting.

12:30pm Mr Weir rejoined the meeting.

12:45pm Mr McLaughlin left the meeting.

12.45pm Mr Girvan left the meeting.
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12:46pm Mr Bradley left the meeting.

Agreed: that the witnesses will provide follow up information as discussed during
the session, including urgent written responses to issues identified by the
Committee which were not explored in the evidence sessions.

Agreed: that, arising from the concerns identified in last week’s evidence from the
Northern Ireland Human Rights Commission in relation to the legal certainty of
clause 23 of the Bill, the Clerk will enquire whether Assembly Legal Services
could offer advice to inform the Committee’s consideration of this matter.

12:48pm The Chairperson adjourned the meeting.

Mr Daithi McKay MLA

Chairperson
Committee for Finance and Personnel

16 October 2013
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Wednesday, 16 October 2013
Room 30, Parliament Buildings

Present: Mr Daithi McKay (Chairperson)
Mr Dominic Bradley MLA (Deputy Chairperson)
Mr Leslie Cree MBE MLA
Ms Megan Fearon MLA
Mr Paul Girvan MLA
Mr John McCallister MLA
Mr Mitchel McLaughlin MLA
Mr Adrian McQuillan MLA
Mr Peter Weir MLA

In Attendance: Mr Shane McAteer (Assembly Clerk)
Mr Phil Pateman (Assistant Assembly Clerk)
Mrs Clairita Frazer (Assistant Assembly Clerk)
Mr Jim Nulty (Clerical Supervisor)
Ms Heather Graham (Clerical Officer)

Apologies: Mrs Judith Cochrane

10:07am The meeting opened in public session.
3. Matters Arising

Legal Advice on Public Service Pensions Bill

The Committee discussed the possibility of Assembly Legal Services providing background
advice on issues raised in relation to clause 23 of the Public Service Pensions Bill. Further
discussion on the matter would take place later in the meeting.

4. Public Service Pensions Bill - Evidence from the Nevin Economic Research Institute

The Committee received evidence on the Public Service Pensions Bill from the following
representative from the Nevin Economic Research Institute (NERI):

®  Mr Paul MacFlynn — Researcher, NERI

The session was recorded by Hansard.

10:12am Adrian McQuillan joined the meeting.

10:15am Peter Weir joined the meeting.

10:19am 10.18am Paul Girvan left the meeting and rejoined.

5. Public Service Pensions Bill - Evidence from the British Medical Association

The Committee took evidence on the Public Service Pensions Bill from the following
representatives from the British Medical Association (BMA):

®  Dr Paul Darragh — Chairman of the NI Council, BMA;
®  Mr Andy Blake — Head of Pensions Department, BMA

The session was recorded by Hansard.

10:22am John McCallister joined the meeting.
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Public Service Pensions Bill — Evidence from Northern Ireland Local Government Association

In advance of this session, Peter Weir declared an interest as a member of the Northern
Ireland Local Government Association (NILGA).

The Committee took evidence on the Public Service Pensions Bill from the following
representatives from NILGA.

m  Alderman Arnold Hatch, President of NILGA;
®  Mr John Adams, Head of Workforce, NILGA.
The session was recorded by Hansard.
10:55am Megan Fearon left the meeting.
11:00am Peter Weir left the meeting.

11:02am Peter Weir rejoined the meeting.

Public Service Pensions Bill — Evidence from DFP

The Committee took evidence on the Public Service Pensions Bill from the following DFP
officials:

®  Ms Grace Nesbitt - Head of Pensions Division, CHR;
m  Ms Blathnaid Smyth — Civil Service Pensions, CHR;
®  Ms Margaret Coyle — Civil Service Pensions, CHR.

The session was recorded by Hansard.

Agreed: that, in order to inform the Committee’s deliberations on the Bill at next week’s
meeting, DFP officials will respond to various issues identified during the
session and to follow up queries highlighted by the Chairperson.

Agreed: to commission legal advice from Assembly Legal Services in relation to clause
23 of the Bill in advance of next week’s meeting.

12:30pm The Chairperson adjourned the meeting.

Mr Daithi McKay MLA

Chairperson
Committee for Finance and Personnel

23 October 2013

[EXTRACT]
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Wednesday, 23 October 2013
Room 30, Parliament Buildings

Present: Mr Daithi McKay MLA (Chairperson)
Mr Dominic Bradley MLA (Deputy Chairperson)
Mrs Judith Cochrane MLA
Mr Leslie Cree MBE MLA
Mr John McCallister MLA
Mr lan McCrea MLA
Mr Mitchel McLaughlin MLA
Mr Adrian McQuillan MLA
Mr Peter Weir MLA

In Attendance: Mr Shane McAteer (Assembly Clerk)
Mr Phil Pateman (Assistant Assembly Clerk)
Mrs Clairita Frazer (Assistant Assembly Clerk)
Mr Jim Nulty (Clerical Supervisor)
Ms Heather Graham (Clerical Officer)

Apologies: Ms Megan Fearon MLA
Mr Paul Girvan MLA

10:08am The meeting opened in public session.

1. Apologies
Apologies are detailed above.

Agreed: that agenda items 4, 7 and 8 are recorded by Hansard and the Official Report
published on the Assembly’s website.

Agreed: that the Table of Issues in respect of the Public Service Pensions Bill is provided
to the DFP officials for information in advance of the forthcoming evidence
session on the Bill.

10:09am lan McCrea joined the meeting.

3. Matters Arising
Public Service Pensions Bill

Agreed: that correspondence from the Fire Brigades Union would be sent to DFP for
urgent response.

5. Public Service Pensions Bill — Follow up Assembly Research Briefing

The Committee received a follow up briefing from Assembly Research and Information
Service on the Research paper, Public Service Pensions Act — Consideration of Westminster
Legislative Process.

Agreed: that the Researcher will provide a follow up response to issues discussed during
the briefing.
Agreed: to forward correspondence from the Independent Financial Review Panel for the

Northern Ireland Assembly to DFP for response.

11:02am The Committee moved into closed session in line with normal convention.
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Public Service Pensions Bill — Legal and Procedural Advice

Members received a briefing from Kiera McDonald, Assembly Legal Adviser, and Patricia
Casey, Bill Clerk, on clause 23 of the Public Service Pensions Bill.

Agreed: to seek a written response from DFP on suggested options for improving the
legal certainty in respect of clause 23 of the Bill.

11:13am Adrian McQuillan left the meeting.
11:14am Adrian McQuillan rejoined the meeting.
11:39am Judith Cochrane joined the meeting.
11:39am The Committee returned to open session.

Public Service Pensions Bill - Evidence from DFP Officials

The Committee took evidence on the Public Service Pensions Bill from the following DFP
officials:

®  Ms Margaret Coyle — Pensions Division, CHR;

m  Mr Stephen Ball, Pensions Division, CHR.
The session was recorded by Hansard.
11:47am Peter Weir left the meeting.

11:50am John McCallister left the meeting.
11:50am Peter Weir rejoined the meeting.
11:56am Judith Cochrane left the meeting.
11:57am Judith Cochrane rejoined the meeting.
11:59am Dominic Bradley left the meeting.
12:30pm lan McCrea left the meeting.
12:42pm lan McCrea rejoined the meeting.

Agreed: that the DFP officials will provide urgent responses to issues raised during the
evidence session as well as a written response to issues identified during the
evidence session of 16 October and issues sent in follow up.

Public Service Pensions Bill - Consideration of Issues from the Evidence

Agreed: that due to the number of issues for which written responses from DFP are still
outstanding, this session would be postponed until the next meeting of the
Committee.

12:47pm The Chairperson adjourned the meeting.

Mr Daithi McKay MLA

Chairperson
Committee for Finance and Personnel

06 November 2013

[EXTRACT]
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Wednesday, 6 November 2013
Room 30, Parliament Buildings

Present: Mr Daithi McKay MLA (Chairperson)
Mr Dominic Bradley MLA (Deputy Chairperson)
Mrs Judith Cochrane MLA
Mr Leslie Cree MBE MLA
Mr Paul Girvan MLA
Mr John McCallister MLA
Mr Mitchel McLaughlin MLA
Mr Peter Weir MLA

In Attendance: Mr Shane McAteer (Assembly Clerk)
Mr Phil Pateman (Assistant Assembly Clerk)
Mrs Clairita Frazer (Assistant Assembly Clerk)
Mr Jim Nulty (Clerical Supervisor)
Ms Heather Graham (Clerical Officer)

Apologies: Mr lan McCrea MLA
10:04am The meeting opened in public session.

Agreed: that agenda items 4 and 5 are recorded by Hansard and the Official Report
published on the Assembly’s website.

3. Matters Arising
Public Service Pensions Bill

The Committee noted a follow-up research paper on Opposition amendments relating to
special provision for firefighters, which were proposed to the equivalent GB legislation during
the Westminster legislative process.

Agreed: that the Chairperson will write to the First Minister and deputy First Minister to
seek clarification as to the basis for the Executive decision of 8 March 20102
on public service pensions; in particular, the extent to which it was made aware
of the consequences of any automatic linkage between ‘normal pension age’
and State Pension Age in the Bill in terms of future decisions in this regard.

Reduction in NICS Pensions Staff

Agreed: that DFP officials will provide a written submission to the Committee on the
possible reduction of Northern Ireland Civil Service (NICS) Pensions staff in
Derry/Londonderry and implications of same.

4, Public Service Pensions Bill - Evidence from DFP
10:13am Paul Girvan joined the meeting.
10:13am Peter Weir left the meeting.
10:16am Peter Weir rejoined the meeting.

The Committee received evidence on the Public Service Pensions Bill from the following DFP
officials:

®  Grace Nesbitt, Pensions Division, CHR;

m  Blathnaid Smyth; Civil Service Pensions, CHR;
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m  Margaret Coyle; Civil Service Pensions, CHR;

m  Stephen Ball, Civil Service Pensions, CHR.
The session was recorded by Hansard.

Agreed: that the Committee will write to the Department of Health, Social Services and
Public Safety requesting information on: the options for firefighters to retire early
with actuarial reduction; whether there is scope for “unfit” firefighters to transfer
to other parts of the public service; and the turnover of firefighters.

Agreed: that the DFP officials will provide urgent clarification on issues discussed during
the evidence session.

Agreed: to forward the DFP response regarding clauses 30-32 of the Bill to the
Independent Financial Review Panel for its information.

10:29am Judith Cochrane joined the meeting.
11:08am Dominic Bradley left the meeting.

Public Service Pensions Bill — Consideration of issues from Evidence

The Committee considered residual issues in respect of clauses 7, 9, 10, 13, 14, 21, 22, 23
and 24 of the Bill and discussed the potential for drafting amendments to address the issues
where concerns remained.

The session was recorded by Hansard.

Agreed: that draft amendments in relation to clauses 13 and 23/24 will be prepared for
consideration at the next Committee meeting.

11:34pm The Chairperson adjourned the meeting.

Mr Daithi McKay MLA

Chairperson
Committee for Finance and Personnel

13 November 2013

[EXTRACT]
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Wednesday, 13 November 2013
Room 30, Parliament Buildings

Present: Mr Daithi McKay MLA (Chairperson)
Mr Dominic Bradley MLA (Deputy Chairperson)
Mrs Judith Cochrane MLA
Mr Leslie Cree MBE MLA
Mr Paul Girvan MLA
Mr John McCallister MLA
Mr lan McCrea MLA
Mr Mitchel McLaughlin MLA
Mr Adrian McQuillan MLA
Mr Peter Weir MLA

In Attendance: Mr Shane McAteer (Assembly Clerk)
Mr Phil Pateman (Assistant Assembly Clerk)
Mrs Clairita Frazer (Assistant Assembly Clerk)
Mr Jim Nulty (Clerical Supervisor)
Ms Heather Graham (Clerical Officer)

Apologies: Ms Megan Fearon MLA
10:11am The meeting opened in public session.

Agreed: that agenda items 4, 5 and 6 are recorded by Hansard and the Official Report
published on the Assembly’s website.

4. Public Service Pensions Bill - Consideration of Draft Amendments and Issues Outstanding

Arising from its meeting on 6 November 2013, the Committee deliberated on a number of
issues outstanding and on potential draft amendments in relation to clauses 9, 10, 13 and
24 of the Bill.

The Committee noted follow up correspondence from DFP and a further submission from ICTU
(NIC). The session was recorded by Hansard.

The following DFP officials were in attendance and provided clarification to the Committee on
issues identified with the draft amendments:

®  Grace Nesbitt, Head of Pay and Pensions Division;

m  Stephen Ball, Pay and Pensions Division.

The Committee considered the following wording of a draft amendment to clause 13,
subsection (7), of the Bill:

Clause 13, Page 9, Line 20

After ‘qualified’ insert-

‘and must not be-

(a) an employee of the responsible authority;
(b) the scheme manager;

(c) a scheme member; or

(d) an employee of the Department of Finance and Personnel.
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Agreed: that the amendment, as drafted, will be tabled at Consideration Stage and
that this decision will be reflected in the Committee’s formal clause-by-clause
consideration and report on the Bill.

Agreed: to update the Environment Committee of developments arising from the
deliberations on the clauses of the Bill which are relevant to the remit of the
Department of the Environment.

The Committee deliberated on the wording of options for draft amendments to clause 24,
subsection (1), paragraph (b) of the Bill.

Mr McLaughlin proposed the following amendment to clause 24(1)(b):
Clause 24, Page 13, Line 36
Leave out paragraph (b) and insert-

‘(b) they are scheme regulations containing retrospective provision which may have any
adverse effect-

(i) in relation to the pension payable to, or in respect of, any members of the scheme, or

(ii) in any other way in relation to members of the scheme (for example, in relation to injury or
compensation benefits).’

Question put
The Committee divided: Ayes 4; Noes 5; Abstentions O

AYES
Mr Bradley, Mrs Cochrane, Mr McKay and Mr McLaughlin

NOES
Mr Cree, Mr Girvan, Mr McCrea, Mr McQuillan and Mr Weir
Question accordingly negatived.

The Committee also considered the wording of a draft amendment to clause 9, subsection
(1), paragraph (b) of the Bill.

Agreed: that the Committee is content with the clarification provided by DFP on this issue
and will not pursue the potential amendment to clause 9(1)(b) of the Bill.

12:02pm The Deputy Chairperson adjourned the meeting.

Mr Daithi McKay MLA

Chairperson
Committee for Finance and Personnel

20 November 2013

[EXTRACT]
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Report on the Public Service Pensions Bill (NIA Bill 23/11-15)

Wednesday, 20 November 2013
Room 30, Parliament Buildings

Present: Mr Dominic Bradley MLA (Deputy Chairperson)
Mrs Judith Cochrane MLA
Ms Megan Fearon MLA
Mr Paul Girvan MLA
Mr John McCallister MLA
Mr lan McCrea MLA
Mr Mitchel McLaughlin MLA
Mr Adrian McQuillan MLA

In Attendance: Mr Shane McAteer (Assembly Clerk)
Mr Phil Pateman (Assistant Assembly Clerk)
Mrs Clairita Frazer (Assistant Assembly Clerk)
Mr Jim Nulty (Clerical Supervisor)
Ms Heather Graham (Clerical Officer)

Apologies: Mr Leslie Cree MBE, MLA
Mr Peter Weir MLA

11:35am The meeting commenced in public session, in the absence of the Chairperson the
Deputy Chairperson took the chair.

Agreed: that agenda item 5 is recorded by Hansard and the Official Report published on
the Assembly’s website.

4. Public Service Pensions Bill - Consideration on Issues Outstanding

The Committee noted correspondence from the Minister of Health, Social Services and Public
Safety, providing the information sought previously by the Committee in relation to provisions
in clause 10 of the Bill. It was noted that a response had not yet been received to the
correspondence issued to the First Minister and deputy First Minister in this regard.

11:45am Judith Cochrane left the meeting.
11:51am Michel McLaughlin left the meeting.
11:53am Mitchel McLaughlin rejoined the meeting.

5. Public Service Pension Bill — Clause-by-Clause Scrutiny

The Committee carried out formal clause-by-clause consideration of the Public Service
Pensions Bill as follows:

Clause 1: Schemes for persons in public service.
Agreed: that the Committee is content with clause 1 as drafted.

Clause 2: Responsible authority for schemes.
Agreed: that the Committee is content with clause 2 as drafted.

Clause 3: Scheme regulations.
Agreed: that the Committee is content with clause 3 as drafted.

Clause 4: Scheme manager.
Agreed: that the Committee is content with clause 4 as drafted.
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12:05pm John McCallister joined the meeting.

Clause 5: Pension board.

Agreed: that the Committee is content with clause 5, subject to the Minister tabling an
amendment at Consideration Stage, as undertaken, to replace ‘must’ with ‘may’
at subsection (2), line 6.

Clause 6: Pension board: information.
Agreed: that the Committee is content with clause 6 as drafted.

Clause 7: Scheme advisory board.
Agreed: that the Committee is content with clause 7 as drafted.

Clause 8: Types of scheme.
Agreed: that the Committee is content with clause 8 as drafted.

Clause 9: Revaluation.

Agreed: that the Committee is content with clause 9 as drafted, though it was noted that
Mr McLaughlin, Ms Fearon and Mr McCallister wished to reserve their position
on the clause.

Clause 10: Pension age.

During the deliberations on this clause, some members raised concerns with some of the
provisions therein whilst other members required additional information.

Agreed: to seek an update from DFP on any developments in the negotiations on
future pension arrangements for firefighters in Scotland, which might provide a
model for the firefighters scheme in Northern Ireland; particularly in terms of
flexibilities for early departure with minimal actuarial reductions for firefighters
aged between 55 — 60 years who are unable to maintain the operational fitness
standards.

Agreed: that the Committee could not agree clause 10 as drafted.

Clauses 11: Valuations
Agreed: that the Committee is content with clause 11 as drafted.

Clauses 12: Employer Cost Cap

Agreed: that the Committee is content with clause 12, subject to the Minister tabling an
amendment at Consideration Stage, as undertaken, to include further provisions
to the effect that DFP directions and regulations may only be made after DFP has
consulted with the relevant stakeholders.

Clause 13: Employer contributions in funded schemes.

Agreed: that the Committee is content with clause 13 subject to the following proposed
Committee amendment which the Chairperson will table at Consideration Stage:
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Clause 13, Page 9, Line 20
After ‘qualified’ insert-

‘and must not be-

(a) an employee of the responsible authority;

(b) the scheme manager;

(c) a scheme member; or

(d) an employee of the Department of Finance and Personnel.

Clause 14:

Agreed:

Clause 15:

Agreed:

Clause 16:

Agreed:

Clause 17:

Agreed:

Clause 18:

Agreed:

Clause 19:

Agreed:

Clause 20:

Agreed:

Clause 21:

Agreed:

Clause 22:

Agreed:

Clause 23:

Agreed:

Clause 24:

Agreed:

Clause 25:

Agreed:

Information about benefits.

that the Committee is content with clause 14, subject to the Minister tabling an
amendment at Consideration Stage, as undertaken, to insert ‘a’ after ‘which is’

at subsection (1), line 24.

Information about schemes.
that the Committee is content with clause 15 as drafted.

Records.
that the Committee is content with clause 16 as drafted.

Regulatory oversight.
that the Committee is content with clause 17 as drafted.

Restriction of existing pension schemes.
that the Committee is content with clause 18 as drafted.

Closure of existing injury and compensation schemes.
that the Committee is content with clause 19 as drafted.

Final salary link.
that the Committee is content with clause 20 as drafted.

Consultation.
that the Committee is content with clause 21 as drafted.

Procedure for protected elements.
that the Committee is content with clause 22 as drafted.

Procedure for retrospective provision.

that the Committee is content with clause 23 as drafted, though it was noted
that Mr Bradley wished to reserve his position on the clause.

Other procedure.

that the Committee is content with clause 24 as drafted, though it was noted
that Mr Bradley, Mr McLaughlin and Ms Fearon wished to reserve their position

on the clause.

Extension of schemes.

that the Committee is content with clause 25 as drafted.
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Clause 26: Non-scheme benefits.
Agreed: that the Committee is content with clause 26 as drafted.

Clause 27: Consequential and minor amendments.
Agreed: that the Committee is content with clause 27 as drafted.

Clause 28: Existing local government scheme.
Agreed: that the Committee is content with clause 28 as drafted.

Clause 29: Existing schemes for civil servants: extension of access.
Agreed: that the Committee is content with clause 29 as drafted.

Clause 30: New public body pension schemes.
Agreed: that the Committee is content with clause 30 as drafted.

Clause 31: Power to restrict other existing public body pension schemes.
Agreed: that the Committee is content with clause 31 as drafted.

Clause 32: Existing public body pension schemes: pension age.

During its consideration of this clause, the Committee invited the following DFP officials to
come to the table to clarify the Department’s response to an issue raised previously by the
Committee:

m  Grace Nesbitt, Head of Pensions Division, CHR;

m  Stephen Ball, Policy and Legislation, Civil Service Pensions, CHR.

Agreed: that the Committee is content with clause 32 as drafted, though it was noted
that Mr McLaughlin and Ms Fearon wished to reserve their position on the
clause.

Clause 33: General interpretation.
Agreed: that the Committee is content with clause 33 as drafted.

Clause 34: Regulations, orders and directions.
Agreed: that the Committee is content with clause 34 as drafted.

Clause 35: Financial provision.
Agreed: that the Committee is content with clause 35 as drafted.

Clause 36: Commencement.
Agreed: that the Committee is content with clause 36 as drafted.

Clause 37: Short title.
Agreed: that the Committee is content with clause 37 as drafted.

Schedule 1: Persons in Public Service: Definitions
Agreed: that the Committee is content with schedule 1 as drafted.

Schedule 2: Responsible Authorities
Agreed: that the Committee is content with schedule 2 as drafted
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Schedule 3: Scope of Scheme Regulations: Supplementary Matters
Agreed: that the Committee is content with schedule 3 as drafted.

Schedule 4: Regulatory Oversight
Agreed: that the Committee is content with schedule 4 as drafted.

Schedule 5: Existing Pension Schemes
Agreed: that the Committee is content with schedule 5 as drafted.

Schedule 6: Existing Injury and Compensation Schemes
Agreed: that the Committee is content with schedule 6 as drafted.

Schedule 7: Final Salary Link
Agreed: that the Committee is content with schedule 7 as drafted.

Schedule 8: Consequential and Minor Amendments
Agreed: that the Committee is content with schedule 8 as drafted.

Schedule 9: Existing Schemes for Civil Servants: Extension of Access
Agreed: that the Committee is content with schedule 9 as drafted.

Long Title of the Bill — “A Bill to make provision for public service pension schemes; and for
connected purposes.”

Agreed: that the Committee is content with the Long Title of the Bill.
12:20pm Megan Fearon left the meeting.
12:25pm Megan Fearon rejoined the meeting.
12:32pm lan McCrea left the meeting.
12:44pm lan McCrea rejoined the meeting.
The session was recorded by Hansard.
6. Public Service Pensions Bill - Initial Consideration of Draft Report
The Committee considered a working draft of its report on the Public Service Pensions Bill.

Agreed: that members will forward any comments on the working draft report to the Clerk
by close of play on Friday 22 November and that a final draft will be considered
at next week’s meeting.

Mr Daithi McKay MLA

Chairperson
Committee for Finance and Personnel

27 November 2013

[EXTRACT]
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Wednesday, 27 November 2013
Room 30, Parliament Buildings

Present: Mr Daithi McKay MLA (Chairperson)
Mr Dominic Bradley MLA (Deputy Chairperson)
Mrs Judith Cochrane MLA
Mr Leslie Cree MBE, MLA
Mr Paul Girvan MLA
Mr John McCallister MLA
Mr lan McCrea MLA
Mr Mitchel McLaughlin MLA
Mr Adrian McQuillan MLA
Mr Peter Weir MLA

In Attendance: Mr Shane McAteer (Assembly Clerk)
Mr Phil Pateman (Assistant Assembly Clerk)
Mrs Clairita Frazer (Assistant Assembly Clerk)
Mr Jim Nulty (Clerical Supervisor)
Ms Heather Graham (Clerical Officer)

Apologies: Megan Fearon MLA
10:04am The meeting commenced in public session.

Public Service Pensions Bill — Final consideration of the Draft Committee Report
The Committee considered its draft report on the Public Service Pensions Bill as follows:

Agreed: that paragraphs 1 — 6 stand part of the Report;
Agreed: that paragraphs 7 — 14 stand part of the Report;
Agreed: that paragraphs 15 — 61 stand part of the Report;

Agreed: that paragraphs 62 — 74 stand part of the Report;
10:10am Peter Weir joined the meeting.

Agreed: that paragraphs 75 — 83 stand part of the Report;
Agreed: that the subtitle before paragraph 84 is amended as agreed;
Agreed: that paragraphs 84 — 101 stand part of the Report;
10:12am Paul Girvan joined the meeting.

Agreed: that paragraphs 102 — 108 stand part of the Report
Agreed: that paragraphs 109 — 117 stand part of the Report;
Agreed: that paragraphs 118 — 128 stand part of the Report;
Agreed: that paragraphs 129 — 136 stand part of the Report;
Agreed: that paragraphs 137 — 138 stand part of the Report;
Agreed: that the Appendices stand part of the Report;

Agreed: that the Executive Summary stands part of the Report.
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Agreed: that the report (as amended) be the Ninth Report of the Committee for Finance
and Personnel to the Assembly for the mandate 2011/15.

Agreed: that the extract of the draft minutes of today’s meeting relating to the report is
marked ‘unapproved’ and checked by the Chairperson before inclusion in the
report.

Agreed: that the report on the Public Service Pensions Bill (as amended) be printed.

7. Correspondence

Members noted the following pieces of correspondence:

m  Correspondence from the Prison Officers Association regarding the Public Service
Pensions Bill.

10:30am The Chairperson adjourned the meeting.

Mr Daithi McKay MLA

Chairperson
Committee for Finance and Personnel

04 December 2013

[EXTRACT]
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9 January 2013

Members present for all or part of the
proceedings:

Mr Daithi McKay (Chairperson)

Mr Dominic Bradley (Deputy Chairperson)
Mrs Judith Cochrane

r Leslie Cree

Ms Megan Fearon

Mr Paul Girvan

Mr John McCallister

Mr David Mcllveen

Mr Mitchel McLaughlin

Mr Peter Weir

Witnesses:

Mr Stephen Ball
Mrs Grace Nesbitt

Mrs Blathnaid Smyth 2@ Fersonnel

Department of Finance

The Chairperson: We have a number of
officials from the Department: Stephen
Ball and Blathnaid Smyth from Civil
Service pensions, and Grace Nesbitt,
who will be familiar to some of you; she
is the head of corporate HR. Grace,

do you want to make a few opening
comments?

Mrs Grace Nesbitt (Department of
Finance and Personnel): Yes. That
would be helpful. This is the first
opportunity that | have had to meet the
Committee to discuss the proposed
Public Service Pensions Bill specifically.
The policy intent and the whole reform
issue has come up in the margins of
other sessions that | have had with the
Committee, but | am conscious that
there are some new members. | have,
at last, the privilege of being here, so it
may be helpful. | will be happy to take
questions at the end.

There are three key areas that | would
like to cover. The first is the context

to the Bill, including a little bit of
background information and why it is
necessary to introduce it. The second
is the core provision and the changes
that the Bill will propose to introduce,
who they will affect and when. The third

is the challenge that we are facing in
implementing the Bill to the deadline
that has been set, including a little bit
of information on the timetable. | think
that all members will be aware of the
potential financial penalty if we do not
meet the timetable. Those are the areas
that | propose to cover. | trust that that
will be helpful.

We will look, first of all, at the context
and the timeline by way of background
to this whole issue. In the March

2010 Budget — three years ago now
— the then Westminster Government
announced the establishment of the
Independent Public Service Pensions
Commission, which was chaired by
Lord Hutton. He did his work with his
team. The final recommendations from
that independent commission were
published on 10 March. They were
accepted in the March 2011 Budget

by what was then the new coalition
Government at Westminster. | will not
go into a lot of detail about why the
review was undertaken, because you
would not get out of this Building today;
possibly not even this year. To put it
really simply, at a very high level, the
review was undertaken because the cost
of pensions was rising and people are
living longer. Something had to change.
The view was that the current position
was simply not tenable in the longer
term. That is a very high-level summary.

What were the key findings from Lord
Hutton’s work? First, he said that final
salary pension arrangements in the
public sector were unsustainable, so
there was a need for alternative models
that share the cost of pension provision
more equitably between public service
employees and the taxpayer. The third
key point was that the new models
should protect the accrued pension
rights of current employees. That is a
very high-level summary. His report is
available if you wish to read it; | can
provide copies to members.
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6.

What the coalition Government then did
was engage and consult with all the key
unions at national level. On 4 July 2012,
the coalition Government announced
that, based on the outcome of various
ballots of unions for the key schemes
— the NHS, teachers, the principal Civil
Service pension scheme, etc — they
believed they had sufficient support to
proceed with a Public Service Pensions
Bill in Westminster to implement the
recommendations of the Independent
Public Service Pensions Commission.

What has our position on the matter
been in Northern Ireland to date? On 8
March 2012, the Executive agreed to
commit to the policy of a new career
average revalued earnings scheme —
which, of course, gets abbreviated, as
these things always do, to CARE — with
a pension age linked to state pension
age. Those are really the high-level
provisions of the Bill. The Executive
agreed that that would be adopted for
general use in public service pension
schemes. On 8 March 2012, the
Executive also agreed to adopt this
approach consistently for each of

the different public service pension
schemes, in line with their equivalent
scheme in Great Britain, and not to
adopt a different approach for Northern
Ireland. That was the stance of the
Executive on 8 March.

As members will again be aware, in
the intervening months, we looked at
how we would actually give effect to
the Executive’s decision. There were

a couple of options. One was to use
the legislative consent motion to avail
ourselves of the Westminster Bill. The
other was to produce our own Bill. The
latter decision was obviously made,
which is why | am here. The Executive
made that decision on 22 November
2012. It was formally announced in the
Assembly on Monday 26 November.

I move on to my second key area of
change. What is all this about? Who

is going to be affected and when? Let
us look at the structure that is now
required. The Public Service Pensions
Bill would be primary legislation, and
could be described as a framework Bill.

10.

It will not contain the detail of individual
scheme designs for health workers,
teachers, civil servants or the various
other schemes. The designs for the
specific schemes will be set out in their
own regulations or scheme rules. So,
there is the primary legislation — the
Public Service Pensions Bill — and then
each scheme will be required, based

on the new framework, to produce its
own subordinate legislation, which will
be the detail of how the change is going
to happen for each individual scheme.
That is an important point to note at
the start. It means that each individual
scheme will have flexibility to take
account of the individual requirements
of their different workforces.

What will it actually do? What are the
changes? | have already highlighted the
key change, and | have set that out in
more detail in the written submission |
have provided to members. For ease of
reference, the key thing is the move from
final salary schemes to CARE — | am
not going to ask you to remember what
it stands for; career average revalued
earnings — a direct link to equalised
schemes and the linking of normal
pension age with state pension age. The
exceptions to that are the Police Service
and the Fire and Rescue Service.
Subject to regular review, the normal
pension age of 60 will still exist for the
police and the Fire and Rescue Service.
There will be transitional protection
measures for scheme members who are
within 10 years of their normal pension
age on 1 April 2012. If you recall, |

said at the outset that that was one

of the key issues Lord Hutton said he
wanted to see addressed. That means
that any final salary linked to any final
salary pension accrued prior to the

date on which the new schemes will
commence will be honoured. There will
also be a scheme cost cap, including
employer limits. That again picks up one
of the points Lord Hutton made about
balancing out who pays in a fairer way,
which is how he described it, between
the employee and the employer. There
will be an extension of scheme access
arrangements. Finally, parts will pick up
on looking at the whole governance of
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11.

12.

13.

public service pension schemes, which
again was a level of detail that Lord
Hutton touched on. So, there will be
revised measures for the management,
regulation and administration of
schemes.

Who is going to be affected by all this?
What is it going to mean? Hands up;

| will be affected, and my colleagues

will be, for starters. | will declare that
now. However, | am here speaking to
you as an official, not as a member

of the scheme. The proposed Bill

will implement the measures for the
following public service employees: civil
servants, devolved judiciary workers,
local government workers, health service
workers, teachers, Fire and Rescue
Service workers, and members of the
police force. It is important to note that
the policy intention behind the reforms
is to apply it to the whole of the public
sector. It will, for example, include areas
like the North/South pension scheme.

When is all this going to happen? The
key date for implementation set by the
coalition Government is April 2015. As
Committee members will probably be
aware, the main exception to that is the
local government pension scheme. It is
being handled differently because it is
a different type of scheme. The date for
that is April 2014.

The final area that | want to update
colleagues on is the challenge. You

will have received a copy of the revised
timetable to introduce this, and we will
continue to update the Committee on
those dates. The key challenge is the
timing. The key date for all this to be
done is April 2015. We need to have
the primary legislation in place, and
then each scheme has to look at its
secondary legislation. We will also have
to change our systems in time for April
2015. The consequence of not doing
that has been made very clear by the
Treasury. You have the figures in your
paper; it is estimated that it would cost
over £260 million for each year of delay.
We suspect that those costs will rise if
there are years of delay.

14.

15.

16.

17.

What have we already done to progress
this work? The Office of the Legislative
Counsel (OLC) has agreed to work on
the Bill and to begin to draft it in tandem
with the Westminster Bill. The Minister
of Finance and Personnel has agreed
that, within the Department of Finance
and Personnel (DFP), this area of work
will be given priority in the legislative
programme. OLC has recently advised
me that it has been able to secure

an additional legal resource to work
specifically on this matter, which is
certainly very welcome. We have also
set up a group of key officials from
across all the schemes to begin to work
specifically on the Bill. They are due to
meet later this month.

Each of the public sector schemes in
Northern Ireland has already informed
their respective unions of the proposed
change. As | said at the start, the
unions here are aware of it. Most of
them are linked to the national unions in
some shape or form and, in that sense,
have a presence and are aware that a
national consultation has been carried
out. This is no surprise to anybody, and
it is certainly no surprise to the unions;
they are aware of it. | mentioned the
pension forum for the Civil Service
unions. | can assure you that they

are well aware of this matter and are
updated on it on a monthly basis. It is a
regular item on our agenda.

As | said, the Bill will affect not just the
Civil Service; it will apply right across
the public sector. DFP will co-ordinate
the legislation and the consultation,
and | recently wrote to the Northern
Ireland Committee, Irish Congress of
Trade Unions (NICICTU) and invited it to
facilitate and help in the process. We
also plan to launch a consultation on
the issue later this month.

| welcome the opportunity to meet the
Committee. | am happy to engage in

a very timely way with the Committee

on the policy, the consultation and the
various scrutiny stages of the Bill and to
provide it with an update when required.
If you have looked at the timetable, you
will have seen that we have very tight
deadlines. There is no doubt about that.
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19.

It will be challenging; | am not ducking
that at all. | welcome the Committee’s
comment that it will work constructively
to meet the deadline. | think it is fair to
say that, since the announcement was
made in the Assembly on 26 November,
there has been a willingness — | would
not say enthusiasm; that is maybe
going a bit far — and a commitment
from all parties and colleagues across
the public service to engage to try to
meet the deadline. Nobody wants to
incur a financial penalty to the Northern
Ireland block. Our aim is to endeavour
to avoid that or, at least, to minimise
that as much as we possibly can. So, |
look forward to working closely with the
Committee on the issue over the coming
weeks and months. | am happy to take
questions.

The Chairperson: Thank you very much,
Grace. | think it is fair to say that, before
Christmas, the Minister had painted

a very bleak picture. Obviously, as the
paper outlines, he saw the primary
legislation being passed by January
2015. Now, after Christmas, however, we
can do it by April 2014. It is no longer a
doomsday scenario, so to speak. Where
did those nine months go to in those
projections?

Mrs G Nesbitt: First, we have priority

in OLC. We are also doing what could,
potentially, be nugatory work for officials
and the drafters, because we are
beginning to work on the draft legislation
before the Westminster Bill is finalised.
| can give members a reference to

the Westminster website, if you wish

to follow it, but, potentially, a number
of amendments will be made to the
Westminster Bill as it goes through

its passage. It has left the House of
Commons, and a number of changes
were considered there. It is in the
House of Lords, and, potentially, there
will be a number of changes there. The
way to do this to make the best use

of our resources would be to wait until
we see the Westminster Bill in its final
shape. However, that is not what we
are doing now. We are trying to work in
tandem. Potentially, legislators will be
writing things that they will be rubbing

20.

21.

22,

23.

out a few weeks later, because, given
the Executive decision in March last
year, our Bill will be modelled on the
Westminster Bill. That is the policy
decision that was made. That is the
first issue.

We have also produced a timetable that
assumes that decisions are taken at the
earliest opportunity. | think that Minister
Wilson made that clear; he actually
commented that he thought our original
timetable was ambitious. That means,
for example, that when something goes
to the Executive, the decision is taken at
the earliest opportunity, with absolutely
no delay. | do not have authority over
when the Executive consider matters,
but | have experience of the time that
that can take. My experience has

not been that the Executive always
consider matters at the first and earliest
opportunity. So, | was trying to produce
a timetable that was realistic. If you

look at the timetable, you will see that

it assumes that something that goes

to the Executive on 24 June — that

is maybe one of the dates — will be
decided by the Executive on 24 June.
That has not been my experience to
date. | was trying to produce a timetable
that was realistic.

The other key area is that we will be
consulting on the policy, and we have
taken advice on that. Again, we are
consulting ahead of the Westminster
Bill. Things could change. We are not
going to be consulting on the legislation.
As | understand it, the practice on that
has varied from taking advice from other
officials involved in that area.

To answer your question, those are the
areas that we have trimmed back on.
Is it achievable or is not achievable? |
am not going to sit here and say that it
is, because | think that it is extremely
challenging. | am not going to promise
something that | cannot guarantee

can be delivered. | think it is extremely
challenging.

The Chairperson: | move now to the
exemptions. Obviously, we have the

small number of posts for which the
pension age will still be 60, and that

74



Minutes of Evidence — 9 January 2013

24,

25.

would be subject to ongoing review.
Perhaps we could have some discussion
about that. Why is it limited to those
particular areas? Is it because of the
trade union representation, for instance?
| know that some had suggested that
surgeons should be considered, for
example, or posts within the other
emergency services, such as the likes of
the coastguard.

Mrs G Nesbitt: The Westminster Bill is
modelled on what was recommended
by Lord Hutton. He highlighted the
retirement age in those areas, for
various reasons. If you have been
following the Westminster Bill, you

will have seen that a number of
amendments on that were considered.
| suspect that as the Westminster Bill
makes its way through the House of
Lords, that issue will come up again.
From representations that | have seen
from various unions and from meeting
officials across other Departments,

| am certainly aware that the unions
have already raised the issue of the
retirement age for various schemes. |
will not highlight any particular one. |
appreciate that it is a sensitive issue.
| cannot tell you what the definitive
position will be in the Westminster
Bill because it has not finished its
passage. Our Bill will be modelled on
the Westminster Bill.

If we in Northern Ireland were to decide
to change that in the provisions of our
Northern Ireland Bill, we would, first, be
going against the Executive’s decision
of 8 March. That decision has already
been made. Secondly, if we were to
change something as critical as that,
there would be considerable financial
implications for us in Northern Ireland.
Working longer is obviously a big issue
because of the cost, and that was one
of the reasons behind the review by
Lord Hutton in the first place. If we were
to start to vary such things, it would,
first, go against the Executive decision,
and, secondly, it would mean that we

in Northern Ireland collectively would
have to pay for that. It would be a very
significant change if we decided to

26.

27.

28.

29.

30.

31.

diverge from what is in the final version
of the Westminster Bill.

The Chairperson: What capacity do we
have to vary certain aspects of the Bill
that would not incur a financial cost?
There will be issues, small and major, on
which we will wish to make changes that
will not necessarily result in a cost.

Mrs G Nesbitt: We have scope or
opportunity to vary in two areas in
Northern Ireland. First, the Executive
decision of 8 March made it clear that,
in respect of the framework of the
primary legislation, we would follow
what happens in Westminster. There

is considerable scope for variation at
secondary legislation stage. Two levels
of legislative change are required in
implementing this reform. There will
be considerable scope around the
types of things that could be varied

for each scheme, and | am happy to
provide the Committee more detail

on that in writing. That is important
because they can look at their own
workforce and at any particular issues
that they wish to consider in Northern
Ireland. If they do that within the overall
cost ceiling of the scheme, there will
not be a financial implication. If they
decide to vary something that would
have a financial implication, there
could be a cost. So, there is scope to
vary. Most of that scope exists at the
secondary legislation stage, and that is
an important scope for Ministers with
responsibility for the various schemes
to have and to consider. The important
point is to look at the impact on the
bottom line.

The Chairperson: In a local context,
what kind of savings will result from the
implementation of this?

Mrs G Nesbitt: | am not in a position to
answer that.

The Chairperson: Are there figures that
you could get?

Mrs G Nesbitt: If you were to reverse
the figures on the costs of not meeting
the deadline, you would see that the
savings for the first year are, potentially,
£260 million across the public sector.
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33.

34.

35.

36.

37.

| would caveat that by saying that that
is an estimate. That is a very high-level
figure, but, if that is the cost, the saving
is the reverse of that.

The Chairperson: Is that the only figure
that you have for the first year?

Mrs G Nesbitt: It is. It is broken down
by each scheme in the submission that
| have given to you. The savings will
depend very much on how the scheme
design pans out, so there are quite a
few variables in that. The savings are
significant, because the intent behind
this is that this is an urgent and costly
matter that requires attention.

The Chairperson: There is a review
mechanism, and, over a number of
years, life expectancy will vary. How
often will there be a review?

Mrs G Nesbitt: The proposal is that
an evaluation will be conducted every
three years under the governance
arrangements. An evaluation is a very
detailed and complex piece of work
that is conducted by the Government
Actuary’s Department. It looks at the
costs of running the scheme, and it
considers things like life expectancy
and the profile of scheme members and
all that type of thing. That will inform
how that is managed. The high-level
proposals for that are set out in the
Westminster Bill.

Mr D Bradley: Good morning. | have

to declare an interest as a member of
the Northern Ireland teachers’ pension
scheme, although | am still some

way off the official retirement age.
[Laughter.] One of the advantages of
those schemes has been the final salary
aspect. The likes of you and | could
possibly lose out from that point of view.
Are there any provisions to lessen the
blow to people who are in the scheme?

Mrs G Nesbitt: Yes. | have to be careful
about disclosing personal information; |
will disclose my own but not that of my
colleagues. Because | am over a certain
age, shall we say, | am in the 10-year
transitional protection arrangements.

| said at the start that Lord Hutton
wanted to protect the accrued rights of

38.

39.

40.

41.

42,

43.

44,

members. There are provisions in the
Westminster Bill.

Mr Cree: You are bound to be protected,
Dominic.

Mrs G Nesbitt: | am happy to talk to you
personally after the meeting. If you are
of a certain age, there are protections
for you. It is basically people who were
over the age of 50 at April 2012. | am
not looking at anybody. There is also a
little bit of tapering before that, so there
is provision for people who are 46 and
a half. So, to answer your question;
yes, there is a level of protection, and
there is also a level of tiered protection
outside the 10-year period, which

would apply across all the schemes,
irrespective of what scheme you are in.

Mr D Bradley: You said that there
would be revised measures for

the management, regulation and
administration of the schemes. Can you
give us an idea of what that entails?

Mrs G Nesbitt: | will need to refer to my
more detailed notes to answer that. |

do not seem to have more information.

| can supply the Committee with more
information on that. The Bill is quite
long; it has 35 clauses. | do not have all
the information to hand, but | am happy
to follow up in writing on that issue.

Mr D Bradley: That is grand. Thanks
very much.

Mr Girvan: Thank you very much for
coming. It is hoped that the Westminster
Bill will receive Royal Assent in May of
this year. It will be implemented in full
on 5 April 2014. Is that correct?

Mrs G Nesbitt: No, the Westminster

Bill will not be implemented. It is

given effect then so it becomes the
primary legislation framework. The
provisions will have the framework for
the secondary legislation. The changes
will be implemented on 1 April 2015. It
is not 2014. It is necessary to have in
place the primary framework before you
can really look in detail at the secondary
legislation. There are a number of dates
to consider.
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Mr Girvan: | appreciate that we were
looking at the date of April 2014. If

we were not to meet that window, are
we restricted from implementing it?
Should we miss out by six weeks due to
a delay in Committee Stage or through
the Executive or whatever, that six-week
window could put you over into the

next financial year. If it could not be
implemented within that current year,
would it have to be held back to the
following year?

Mrs G Nesbitt: No. Sorry, that was a
bit abrupt, but | would suggest that

we do not take that tack. If we made
the decision in Northern Ireland that
because we cannot implement the
reform in April 2015 we would wait
until April 2016, we would have a bill of
over £260 million from Her Majesty’s
Treasury. My advice as an official, and
the line that our Minister has taken, is
that we meet the deadline of April 2015,
and if we cannot meet the deadline, we
at least get as close to it as possible.

| have absolutely no doubt that we will
be getting a bill from the Treasury in
the form of a daily rate. Therefore, the
closer we can get to April 2015, the
better. So, our intent is to get to April
2015, but, as | said, the timetable is
extremely tight, and any slippage will
have a knock-on effect. To be honest,
that is my concern.

Mr Girvan: | appreciate that. A number
of us have major concerns that it did not
receive the nod through the Assembly

at that stage, and about the delay

and the potential impact that that will
have on us. You have already alluded

to the ambitious window in which we

are attempting to achieve this and

the additional work that is going to be
implemented in that.

How accurate is the £260 million figure
that has been given as a potential cost?
We have been looking for information in
relation to corporation tax. Treasury has
always been very difficult when it comes
to giving us direct figures as to what
component of corporation tax is raised
from Northern Ireland. We are also
looking at this. Therefore, how accurate
is the figure of £260 million in relation

49.

50.

51.

to pensions that are being drawn down
into the Civil Service for people who
were employed in Northern Ireland?

Mrs G Nesbitt: First of all, we have to
look at the source of that information.
It is an estimate. So, the question is:
how accurate is an estimate? That
work was conducted by the Government
Actuary’s Department, looking in detail
at the health scheme and whether

the health scheme here could adopt

it. The health scheme is the biggest
scheme. There is nothing behind why |
am picking the health scheme; it was
looked at because it is the scheme
with the biggest cost. It looked at what
it would mean if the health scheme
followed the same line as has been
proposed. It came up with a fairly
detailed piece of work, and produced a
figure of 7% of the pensionable pay bill.
So, to get an estimate, officials looked
at the pensionable pay bill for the other
schemes and did a high-level sum.

It is an estimate, and | would emphasise
that. That caveat has always been
added to that figure. What | would say

is that, even if it is 50% wrong, we do
not want to lose £130 million from the
Northern Ireland block. | do not want

to lose a penny. Let me be quite clear
about that. Even if the estimate is 50%
out, we would lose £130 million; still

a huge amount of money, which, in my
view we can ill afford to lose. | think

we could all agree on that. So, it is an
estimate. However, | have no doubt that
they will pursue it, and the Treasury

and Chief Secretary Danny Alexander
have made that clear. The evidence

for that can be seen when you look at
how the Treasury handled the issue of
increased contributions and what would
happen if we failed to introduce them

in time. We got a bill of £4-6 million a
month. Treasury was quite clear that
that is what we would be charged. | have
absolutely no doubt that the Treasury
will take the same stance on this issue.
So, it is an estimate. However, based on
the source of the estimate, | think that it
is a fairly accurate estimate.

Mr Cree: Thank you for your paper. It
is very helpful. Certainly, we all want to
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avoid a cost to the block grant. It works 62.

out at £5 a week. | do not know how you
got that just so neat.

63.

Mr Mitchel McLaughlin: Five million
pounds. [Laughter.]

64.

Mrs G Nesbitt: Thank you very much, Mr
McLaughlin.

Mr Cree: The GB legislation programme
was introduced in September 2012, with
Royal Assent expected in May 13; eight
months. In Northern Ireland, introduction
is in January 2013, with Royal assent
expected in April 2014; 16 months. Why
twice as long?

Mrs G Nesbitt: | do not know that |
am in a position to comment on that.
There are different procedures and
arrangements for making legislation in
Northern Ireland and Westminster.

Mr Cree: To try to be objective about it,
surely it is ridiculous to expect that a Bill
that will virtually be run in parallel with
the GB Bill will take twice as long.

Mrs G Nesbitt: If the Committee wants
to speed up the Bill's Committee Stage,
that is within its discretion. | have
based the timetable for the Bill on the
timetable that we use for legislation in
Northern Ireland. | have heard those
comments and | have made it clear that
it is a very ambitious and challenging
timetable. | do not like things going so
close to an implementation date and |
would be delighted if we can get our Bill
earlier. However, | do not think that we
can do that.

To answer your question, we have
different legislative processes and
arrangements here than in Westminster.
For example, Westminster has set up a
dedicated Committee to deal solely with
this issue. It is fair to say that they have
stuck to their timetable pretty much to
the day.

Mr Cree: Do you agree that we could
learn something from that?

Mrs G Nesbitt: Possibly.

The Chairperson: OK, members. Is
everybody happy enough?

Mr Mitchel McLaughlin: We are
ecstatic.

Mrs G Nesbitt: | am delighted that you
are ecstatic. | like to share good news.

The Chairperson: OK, Grace. Thanks
very much.
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65. The Chairperson: | welcome Mr Bumper
Graham from NIPSA; Mr John O’Farrell
from the Irish Congress of Trade Unions;
Mr Brian Ferguson from UNISON; Ms
Nuala O’Donnell from the Irish National
Teachers’ Organisation; Mr Paul Hardy
from the Prison Officers’ Association; Mr
Jim Quinn from the Fire Brigades Union;
and Mr Harry Baird from FDA. | do not
think that we have ever had as many
witnesses in front of us before. It makes
it harder to intimidate you, as we like to
do with witnesses. We will move straight
into questions, Bumper, if that is OK,
because our time is quite limited today.

66. Mr Bumper Graham (Northern Ireland
Public Service Alliance): | should say,
Chairperson, that although you may
think that the massed ranks of the
trade union movement are sitting in
front of you, this is just the vanguard.
The number of unions that are involved
in public service pension schemes is

67.

68.
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70.

significant. We are the negotiating team,
and we report back to a bigger group
that includes affiliates. We have also
been in discussions with some non-
affiliates, such as the Royal College

of Nursing and the British Medical
Association, and we are keeping lines of
communication open with them.

The Chairperson: | am sure that
members have already been contacted
by certain unions about this matter. It

is the start of a process and, obviously,
there has been a lot of debate

and discussion about the issue at
Westminster. We view this as a listening
exercise at this point, and there will be
further processes down the line.

In what specific areas might the Public
Service Pensions Bill differ as a local
Bill from the Westminster equivalent?
What amendments are you going to
bring forward? Obviously, there has been
discussion about cost: whether there
will be an added cost to the Executive
and whether the unions will bring
forward cost-neutral proposals.

Mr Graham: There are a number of
points of principle to discuss. However,
| will turn to the process to start with.
We are in an unusual situation in that,
yesterday, the Westminster Bill had its
Third Reading in the House of Lords
and will now return to the House of
Commons. | have not had an opportunity
to check exactly what happened
yesterday, but around 54 amendments
to the Bill were tabled, of which a third
were accepted, a third were not moved
and a third were rejected.

| have no doubt that additional changes
will be made before the Bill progresses
further. We are not quite sure what
shape the Westminster Bill will take.
There are still many concerns on points
of detail, such as the retrospective
powers in the Bill to claw back already-
accrued benefits. There are issues to
do with governance that still need to
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be resolved, and there are big issues
concerning the role of the Treasury in
determining how evaluations are done
and what that will mean for scheme
costing, particularly in relation to cap-
and-collar arrangements.

When it comes to Northern Ireland, we
believe that we need to tackle significant
deficiencies in the Westminster Bill,
some of which are quite detailed and
technical matters to do with pensions.
However, there are points of principle

to consider as well, not least the age

of retirement, with the linkage of the
normal retirement age to the state
pension age for most of the schemes,
and that being tied to the Westminster
coalition’s proposals to increase the
state pension age to 66 by 2020, 67 by
2026, and to review that every five years
thereafter.

There are issues around the ability of
people to continue to work up to that
age, particularly in a number of areas,
such as health. It was agreed that a
working group would be established,
and that was signed off by the Secretary
of State for Health in Britain. However,
Danny Alexander decided that he did not
care what that group came up with and
that we would have whatever he told us,
namely the linkage of the state pension
age and the normal retirement age.

In Northern Ireland, however, we believe
that there is a bigger issue, which,

| hope, the Committee will agree to
examine in detail. | consider it to be
more of a macroeconomic issue. If you
keep public servants at work, shackled
to their desks or whatever else they are
shackled to these days, until they are
67,68 or 70, what does that do to youth
and graduate employment? You will not
free up those jobs for younger people
who come behind.

No one has costed this. The
Government’s actuaries, the Treasury
and our own Finance Minister, along with
Department of Finance and Personnel
(DFP) officials, produce wonderful
figures, but no one has asked about

the cost of the wider macroeconomic
issues. It is not just about the impact

75.
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that it has on youth and graduate
unemployment; there is evidence about
the power and the spend of the grey
pound, as it is called, which tends to be
spent in more local economies. If you
deny the opportunity for that, there will
be an impact on our local services and
shops.

There are issues about governance.

| would say that the Finance Minister
misled the Assembly in his statement

in late November, when he said that
discussions about public service
pensions were ongoing. He was referring
only to the Civil Service pension
scheme. Until we met DFP officials

a fortnight or so ago, there was no
engagement on all the other schemes.
Pensions are deferred pay. It is a
negotiable matter. We want to make
sure that there is proper engagement,
and when | say that, | mean
negotiations. We made that clear to the
DFP officials we met. We told them that
we were not prepared to sit and talk to
just DFP officials. The big sponsoring
Departments such as the Education
Department, the Health Department, the
Justice Department and, in particular, for
the Northern Ireland Local Government
Officers’ Superannuation Committee
(NILGOSC) scheme, the Department of
the Environment (DOE) need to be at the
table. That one is particularly important,
because it is a funded scheme, whereas
the others are unfunded schemes.
Maybe | should declare a slight interest
— not a conflict — in that | am the
deputy chair of NILGOSC. There are
issues like that, which we need to get
around.

From reading what has been said in
statements and Assembly reports, | see
that the timeline for this seems to be to
hammer away at full speed. The difficulty
with that is that we have not seen the
outcome of the Westminster Bill, and
secondary legislation is required on the
back of the primary legislation. Some
officials are suggesting that you could
proceed with the secondary regulations
ahead of the primary legislation, which |
think is absolute nonsense.
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We need to be sure about other
interfaces. For instance, there was the
publication of the proposals for the
single flat-rate state pension. There are
three paragraphs in the explanatory
notes about the impact on contracted-
out schemes for public servants.
However, it does not give clear, definitive
guidance as to what that means. There
are numerous interfaces. We do not
believe that the quote of £262 million
is itself a case for running 100 metres
faster than anyone else. The need

to look very carefully at the technical
stuff in this will require time. There is a
real pressure on the local government
scheme. You are talking about 2014,
not 2015, for that. We are only 13
months away from that, without the
primary legislation and needing to see
the regulations.

My final opening point is that we

asked DFP officials to provide for us a
comprehensive list of all the affected
schemes. In the consultation document,
only major schemes are referred to.

However, there are many other schemes.

They indicated that the North/South
pension scheme was going to be
included as well. However, reading the
Assembly report on what the Finance
Minister said back in November, | see
that he said that although that would
be there, it might be at a different
date. We need to see the entire

picture and determine, when it comes
to the secondary legislation and the
regulations, which of those will be dealt
with by negative resolution and which by
affirmative resolution.

The Chairperson: Some of the services
affected include the Fire Brigade, the
police, prison officers, and so on. Is
there a specific view on that?

Mr Graham: Jim will want to talk
particularly about the Fire Brigades
Union. The prison officer issue was
described best at one of the Committee
sessions at Westminster. Somebody is
engaged in violence on a Friday night
outside a pub, and a policeman comes
along and puts him in the back of a
wagon and takes him to a cell. He then
appears in court on the Monday, and

81.

82.

the policeman is finished with him. The
person is sent down for 18 months, and
continues to behave in such a manner
for 18 months in prison. What is the
difference between a police officer with
the earlier pension age, and prison
officer with the extended age? The
same applies in the likes of the health
service, where that affects people in
the ambulance service and nurses,
with regard to lifting, etc. There are big
issues about occupational groups and
their ability to continue to do their job.
Jim may want to say something about
the Fire Brigade position.

Mr Jim Quinn (Fire Brigades Union):
There is an important clause in the
Westminster Bill that imposes a
pensionable age of 60. There is no
discretion. The Fire Brigades Union has
been trying to get that amended through
the passage of the Westminster Bill. We
have not been successful yet. | think
that everyone in the room would agree
that having a group of firefighters aged
60 trying to pull people from a burning
building or perform tasks that a much
younger person could do better is a very
difficult and ultimately unsustainable
position.

The Westminster Government have
commissioned a report into the normal
pension age of a firefighter. Our belief
is that it backs up the understanding
that firefighters will not be able to work
probably beyond 55, and certainly not to
age 60. The evidence that it produced
suggests that somewhere between 50%
and two thirds of all firefighters will not
be able to reach that age in their Fire
Service career. If that happens, there is
only one way to get rid of them, and that
is to sack them. That will be done on
the basis of declining capabilities, and
that is suggested in the report. That is
something that we cannot countenance.
It brings up other issues as well, such
as that of female firefighters. No female
firefighter will be able to work to that
age, if those conditions are imposed
and people have to work to age 60.

The physiology of female firefighters is
such that they will not be able to reach
the current standards. The current

81



Report on the Public Service Pensions Bill (NIA Bill 23/11-15)

83.

84.

85.

86.

standard is 42 in VO2 max, which is a
technical term, but it basically means
the capability to work in a firefighting
job. If we impose this and make people
work on, we will have very few, if any,
females in the job. Therefore, there are
lots of concerns in the Fire Brigades
Union about the retention of females in
the service. We are trying to reflect that
concern.

The Chairperson: Is that down to
fitness, Jim? How often do firefighters
take fitness tests?

Mr Quinn: We take fitness tests every

six months. The only way to keep 7.

achieving the standard is to start off

at a very high level when people are
recruited. If that happens, it will root
out a lot of people, particularly females.
Just from the point of view of physiology,
it is going to be very difficult to recruit
people. Naturally, people’s fitness
declines. What the Government are
suggesting is that you improve your
fitness throughout your career. That is
not going to happen. Another impact

of that is that people will not remain

in the scheme if they are not going

to attain a pension at the end of it.
Therefore, when people start to opt out,
the scheme will become unaffordable
and unsustainable. It will not achieve
what they are trying to achieve, but

the opposite. People will opt out of the
scheme, making it more expensive.

The Chairperson: |s there not an
argument with regard to back-room
staff? There might be a role there for
people.

Mr Quinn: When the Government
introduced the new scheme in 2006,
whereby people have to work to 60
anyway, they thought that they could
redeploy people within the service.
We carried out a survey recently and

it produced a result of 16 jobs in the 88.

whole of the UK available for back-
room staff. They have cut the numbers
so thin that there are no non-front-line

jobs to move people into. The only way 89.

that you can take people off the job is
basically to sack them on grounds of
declining capability. They are not going

to pay out on pensions; they are just
going to try to sack people on capability
grounds at that stage. We are going to
have a large swathe of firefighters —

by the Government’s own admission,
somewhere between 50% and 66% of
those over 55 — who will not be able to
work on the job at the current standard.
Either they will reduce the standard,
which is not possible because you need
to reach a certain standard to be able
to perform the job, or they will get rid of
people. Therefore, a key concern for us
is that people over a certain age will not
be able to perform the job.

Mr Graham: That raises two other
points. Jim has mentioned capability.
There is good evidence in all existing
pension schemes, be they public or
private, that ill-health retirements
increase in the older category of worker.
If you increase the age of retirement,
the propensity for ill-health retirements
increases correspondingly. The cap-and-
collar mechanism is a ceiling, based on
a percentage of pay that the employer
would not pay any more than. | think
that the Treasury model scheme is
round about 19-4%. Therefore, if the
cost of the scheme exceeds that 19-4%,
including the employees’ contributions,
only two things can happen: either

the employees are asked to pay yet
more again, or you have to amend

the benefits, such as the value of the
pension in accrual, or even the age of
retirement again, bizarrely. That is a
consequence of the employer — in this
case, the Government — determining
the age of retirement. If they increase
the age of retirement and increase the
costs, why should the employees have
to bear the burden of meeting those
costs as a consequence of that action?
We want to see ill-health costs being
totally discounted from the cap-and-
collar arrangement.

Mr Weir: You will be a lot more familiar
with a lot of the jargon. Will you explain
the cap-and-collar mechanism?

Mr Graham: The Treasury produced a
model for a scheme that was made
up of the costs of the proposed new
arrangements. | think, off the top of
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my head, that it was coming out at
19:4%. It worked out how much the
employees would contribute to get to
that 19-4%, and then how much the
employers would contribute. In each

of the schemes, there will be a ceiling
based on the employer contributions
and the employees’. When you combine
them, you get the absolute cap. If
scheme costs go up, for example as

a consequence of improved mortality,
and you exceed that cap, that has to be
paid for. The Westminster Government
are saying that the only people who

will pay for that are the employees,

and that the only way in which you can
do that is by getting the employees

to pay even more or reduce the value
of the benefits. The collar is to stop
what happened in the 1980s and

early 1990s, when many schemes,
particularly contributory schemes such
as the local government scheme, were
well funded, so the employers stopped
putting money into them. If you increase
the age of retirement, you increase the
propensity for ill-health retirements.
They are the most expensive thing that
a pension scheme has to meet. The
likelihood is that costs will increase
because of the increased age of
retirement and the correlation between
the age of retirement and ill health. If
that happens, it will not be the fault

of the employees; it is the fault of the
Westminster Government and employers
for increasing the age of retirement.
Therefore, that should not feature in the
cap-and-collar mechanism.

Mr Weir: Sorry. What is the collar part
of it?

Mr Graham: The collar is the level below
which the employees cannot fund.

In the 1980s and 1990s, employers
stopped paying into some pension
funds, particularly the likes of the local
government fund, because they were
well funded; they were at 100% plus.
They took what were called contribution
holidays. The collar is there to stop
that happening in future. It means that
the contribution level would drop, but it
could not drop below a certain level.

92.
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Mr Weir: It a floor-and-ceiling type of
arrangement.

Mr Graham: Yes.

Mr Weir: OK. | was just unfamiliar with
the expression.

Mr Graham: The other point that arises
out of what Jim said is that DFR in its
initial screening, said that it did not
see that there was a requirement for

a full equality impact assessment for
the Public Service Pensions Bill. | find
that perverse. The one scheme that
did carry out a full equality impact
assessment was the local government
pension scheme in England and Wales,
and it found that the proposals were
potentially discriminatory for a number
of categories. Given the range and
number of people affected by it — Jim
has already alluded to the particular
problem of gender bias — a full equality
impact assessment is an absolute
necessity. It impacts on very large
numbers of people.

Mr D Bradley: The Department told us
that it has taken the lead in establishing
a central forum to facilitate collective
consultation between trade union
representatives and a collective trade
union grouping, such as the Northern
Ireland Committee of the Irish Congress
of Trade Unions (NICICTU). Where does
that stand at the moment? Is that a
good way for the trade union movement
to engage with the Department on the
issues?

Mr Graham: As | said in my opening
comments, Dominic, | believe that the
Finance Minister misled the Assembly
when he talked about the forum back

in November, because that was purely
on the Civil Service scheme. We did

get communication from DFP through
the Irish Congress of Trade Unions,

and we have had one meeting with the
Department. We have a further meeting
scheduled for next week. At the meeting
that we have had, people who are
around the table now were there, plus a
couple of others from trade unions. DFP
was represented by three of its officials.
We said to them that the mechanics
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for dealing with this will have to be that
other Departments are at the table,
because of the significance for the likes
of Education with the teachers’ scheme,
Health with the health scheme, and
local government. Broadly, they were in
agreement, and it remains to be seen
what will happen at the next meeting.

103.

The Chairperson: Have the unions been
in contact with the other Departments?

Mr Graham: In some cases, yes. |
happen also to lead for the trade unions
on DOE and local government, and we
had a meeting of the review group last
week. | also met the Minister of the
Environment on other business last
week, and this came up on the fringes
of it. He has instructed his people to
tell DFP that DOE officials will also be
present. The mechanics of it are that if
it is a representative group from the Civil
Service covering the big Departments
involved, it will work.

Mr D Bradley: Is any Department not
involved?

105.

Mr Graham: We do not know. At the
first meeting, only DFP officials turned
up, and we said that we expect to see
officials from all the major schemes
there. We asked them to identify all
the schemes that will be affected, so,
hopefully, that will work.

| make two points that we made to
them. First, this is not just consultation
but negotiation. The Westminster
Government engaged with the Trades
Union Congress in negotiations on
public service pensions, and we expect
no less of DFP officials and officials
from the other Departments that will
accompany them. Secondly, we expect
to be given all the information that we
require. We asked for the paper from
the Government Actuary’s Department
(GAD), which was, no doubt, passed
through Treasury and produced the
wonderful £262 million figure that the
Finance Minister throws around with
gay abandon. We were told that the
Government Actuary’s Department will
not let DFP release it to us. We have
said to DFP that it had better release it

104.

106.

to us, because if it does not, | will have
it in the industrial court in an attempt
to release it as soon as | can under
disclosure for collective bargaining
purposes. | hope that DFP will come to
the table, negotiate and provide us with
all the information.

I will pick up on the figure of £262
million. That was done on the back of a
cigarette packet, on the basis that this
is what those in London said that they
were going to knock off the block. It was
a warning that if we did not do what we
were told, we would lose £262 million.
As far as we can determine, the basis
for that was that they took the health
scheme as a model scheme, worked out
the costs and then applied those across
all the other schemes. Well, the health
scheme is not the same as the local
government scheme.

Mr D Bradley: We have figures here
for the schemes. The breakdown is
£100 million for health, £62 million for
teachers

Mr Graham: Yes, Dominic, but that is
based on the fact that they said that the
cost would be 7% on the health scheme.
They then applied 7% to all the other
schemes, but the health scheme is very
different. The health scheme has a large
number of people not in it — probably
around 25% — who are low-paid people.
However, it has big numbers of highly
paid people in it, such as consultants
and doctors. That skews the costs in the
scheme, which would not necessarily be
the same costs in the other schemes.
We want proper costings done. We do
not trust the Government Actuary’s
Department. We certainly do not trust
the Treasury in London.

The other aspect is that | fail to see
how it will cost £262 million in the first
year. You need to remember that the
Government have already banked the
change in moving from the retail price
index (RPI) to the consumer price index
(CPI), which is a saving of around 15%
on pension scheme costs. They are
already enforcing the second year of
three years of increased contributions
for all the unfunded schemes, such as
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the health scheme and the Civil Service
scheme. Therefore, they are getting
money in.

There is a 10-year protection
arrangement in the schemes. If you
move to increased age retirement

and career average, yes, there will be
savings, but those savings will be built
up only over time. They will not be there
in the early years. | suspect that this

is the usual stuff from the Treasury: a
punitive figure, without any real rationale
behind it, has been picked to save the
Treasury in London money. Unfortunately,
the Finance Minister and his officials
blindly accept as gospel everything that
comes out of the Treasury in London.

Mr John O’Farrell (Irish Congress of
Trade Unions): As is apparent from
what has been said so far, this is a very
complex issue. | thank the Committee
for seeing us, and the Committee Clerk
and his staff for facilitating the meeting,
at extremely short notice.

As you can see, it is a complex issue,
which is why we wanted to meet the
Committee as early as possible. This
relates to your point, Mr Bradley, about
the structure of the negotiations.
Primarily, the negotiations that begin
next week between trade union side and
DFP officials will, like this Committee’s
deliberations, focus on the primary
legislation. We understand that that is
timetabled to land in the Assembly in
June of this year and is structured to
finish its full legislative passage by May
2014, for the changes to be brought in
by 2015, which is meeting the Treasury’s
timetable, so everybody is happy.

The primary issue is complex enough.
The difficulty — this is why we wanted
to meet the Committee as early as
possible — is the sheer amount of
secondary legislation involved. There
will be separate regulations for every
pension scheme. That is the complexity
of it all. We do not even know how many
schemes there are. When we met the
officials last week, we discussed airport
police and harbour police. They have
separate pension schemes. Despite the
fact that the airport is privatised, the

111.
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113.

policemen and policewomen who work
there are public sector workers, and
they are on a separate pension scheme.
It is a very complex issue because of
the funding arrangements of cross-
border bodies. The people who work in
the North are on North/South pension
schemes. Hopefully, when we meet

DFP officials next week, we will have a
comprehensive list.

It becomes quite apparent — this is

the relevant point for the Committee

— that the secondary legislation

is going to affect workers in every

single Department. Therefore, every
Department and every scrutiny
Committee are going to have to get their
head around the scale of this.

The Department of Health, Social
Services and Public Safety has the
largest scheme here. Its chunk of

the £262 million figure is a nice,
conveniently round £100 million. That
is a large scheme. It affects the NHS,
which is the single biggest employer
in Northern Ireland. DFP and the
Department of Justice (DOJ) will also
be affected. The implications are not
clear for the DOJ budget as regards
the Police Federation and prison
officers, not to mention judges. That
is a separate issue. Justices have
their own pension scheme. We are
trying to find out who is responsible for
that. Before the devolution of policing
and justice, the pension scheme for
judges was administered through the
Lord Chancellor’s office in London.
Since devolution, there has been a big
question mark over who actually runs
that.

You can see the complexity. That is the
main reason why, as | said, we wanted
to meet you as early as possible. When
the Committee considers this in full,
to understand the bigger picture, it is
almost going to have to do a parallel
process to what we are going to do on
the trade union side, and, presumably,
what the officials in DFP are going to
do for other Departments. In other
words, you are going to have to liaise
and communicate with the Committee
of every other Department. We cannot
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get into the implications of, for example,
the firefighters’ scheme. Jim raised
some of those issues. The firefighters’
scheme will be affected by issues that
are specific to the primary legislation
that talk about retirement age. That

is administered by the Department

of Health, Social Services and Public
Safety, if | am correct.

| am taking this opportunity to impress
on the Committee the complexity of
this and that we are here today to make
it clear to you that we are determined
to help the Committee as much as
possible to negotiate a way through
the thickets of this very complex and
very important legislation, which will
affect very single public sector worker
in Northern Ireland. At present, that

is around 250,000 people. It will also
affect everyone who will work in the
public sector for the next 50 years.

Mr D Bradley: Bumper, what response
did you get from the Department of
Finance and Personnel to your request
that it extend its team to include the
other Departments?

Mr Graham: It said that it would go
away and think about it. It is only logical
that there be people from the other
Departments at the table. Each scheme
has its own complexities, and each
scheme made up the figure of £262
million, albeit calculated on the crude
7% top-slice approach. Each scheme
will have different considerations on
the impact of increasing the age of
retirement on its workforce. We already
mentioned the work that is being

done in England and Wales on the
health scheme. We suggested to the
Department of the Environment that a
similar working group be established
for the local government scheme,
which, remember, in Northern Ireland,
includes not just council workers. It
covers education and library boards,
non-teaching staff, Housing Executive
staff, and so on. If you do not have
people at the table who are able to deal
with this, all you will get is DFP officials
not engaging in proper negotiations

and just parroting what came out

from the Westminster Bill. There are

117.
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special considerations for Northern
Ireland for each of the schemes, and,
as | said at the outset, there are wider
macroeconomic issues.

Mr D Bradley: Is the trade union side
happy to have a collective trade union
grouping such as NICICTU?

Mr Graham: Yes. As | said, we are here
on behalf of the Irish Congress of Trade
Unions. As | mentioned at the outset,
a number of other unions are involved,
but this is the negotiating team that
we have established. We established it
on the basis of trying to ensure on our
side that each of the main schemes

is represented. We have been able to
do that. We will report back to a much
bigger trade union side, made up of all
the interested trade unions, and that is
a pretty standard, historical trade union
approach to this.

Mr D Bradley: You quoted a figure in
excess of £260 million. The Minister
said that he received a letter from the
Treasury on 3 December stating that if
there is any failure of delay in passing
the legislation, the block grant will be
proportionately reduced. You said that
you question those figures. Have you
any alternative figures or any means of
coming to alternative figures?

Mr Graham: Unless the Treasury is going
to let me run around all the nooks and
crannies in Westminster and get into
the books, it is difficult. We want to see
the Government Actuary’s Department’s
assessment of how the savings are
made up and perhaps challenge that. |
have already said that savings already
are accrued through the indexation
change, additional contributions and
the fact that this is like an escalator,
with savings being increased as the
escalator rises. There should not be
that level of savings in the early years.
Until we see that, we will not be able to
give a detailed analysis, but we can say
that the crude approach of taking health
as the model scheme, saying that the
savings would be 7% and just applying
that across every other scheme is a
highly questionable way of sorting out
public service finances.
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Mr D Bradley: Therefore, you think that
that is a vastly exaggerated sum.

Mr Graham: Yes.

The Chairperson: Bumper, the
Department might argue, and, often
does, that all trade unions that are
represented here are represented at
Westminster at negotiations there, and
that there might be a parallel process.
We often hear that argument. What
would you say to that?

Mr Graham: That is not true. Some

of the unions that are involved here
operate either in the North or in Ireland
as a whole only. At the end of the day,
pensions are a devolved matter. It is
only right that we have the opportunity to
deal with you, the Minister responsible
and DFP officials on what is a devolved
matter. We should not just blindly follow
everything that happens in the other
offshore island. Otherwise, what is the
point of having our trade unions? Do we
just pack up our tent and go?

Mr O’Farrell: As | mentioned earlier,

we have been in contact with trade
unions and representative organisations
not affiliated to ICTU, such as the
British Medical Association, the

Royal College of Nursing, the Royal
College of Midwives and the Police
Federation. Obviously, there is an issue
with what | can say legally about the
Police Federation issues. However, the
feedback that we have had from the
medical colleges is that they are very
happy for us to negotiate. They will be
fully in the loop, as it were, on the trade
union side on this matter.

If you want a Northern Ireland-specific
point to bear in mind, it is this:
Northern Ireland has the lowest rate
of occupational pensions of any region
of the United Kingdom. More people in
Northern Ireland are solely dependent
on the state pension than in any other
part of the United Kingdom. It is a major
contribution to fuel poverty and age
poverty, not to mention the exclusion
of older people in the public life of
Northern Ireland.
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There is a separate but related issue
of course, which is the general issue
of the lowering of demand in the
economy. It is not just an issue that

is relevant to current debates on the
present rounds of austerity measures
by the Conservative-led coalition
Government in Westminster. The issue
relates to Northern Ireland having the
lowest wages of any part of the United
Kingdom. Bearing in mind the present
state of pensions, particularly private
sector pensions, the state of wages,
particularly private sector wages, the
long-term consequences of everything
else that has happened over the past
couple of years, the likely trend of
austerity over the next few years and
the flatlining, zero-growth economy, there
is a wider cost implication and context
that we need to look at, all of which is
specific to Northern Ireland. Therefore,
yes, we should be talking about it from
the perspective of workers and the
economy of Northern Ireland.

The Chairperson: Before | bring Mitchel
in, | must say that we are starting to run
short of time. | ask members to be as
succinct as possible.

Mr Mitchel McLaughlin: That is before |
even say anything. [Laughter.]

Mr Cree: And he is supposed to be on
your side.

Mr Mitchel McLaughlin: | know. You
want to see him on a good day.

The Committee understands the value
of the engagement, which has really
only opened between you, as the
negotiating team, and the Department,
and which clearly draws in the other
Departments. John referred to the
complexity of the issue. It is also very
difficult in circumstances in which we
are up against a parliamentary timetable
that we can do very little about other
than to try to cope with the challenge.
It would be difficult for us to exchange,
| suppose, the fullest information
between us so that we might work with
each other mutually to deal with that
in circumstances in which you have
only just opened negotiations. | am
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certain that you would have negotiating
mandates and positions. Do you see a
stage in the near future where, in fact,
you could give the Committee a fuller
briefing on that detail? It would help us
to establish parameters.

There are certain things about which
the Assembly can do nothing: it has
very limited ability to raise additional
finances. It has to cope with the
outcomes of the comprehensive
spending reviews. Already in this
Budget term, we are coping with fairly
draconian cuts, with perhaps more

to come. That becomes a context in
which we, as an Assembly, and all the
individual Committees will come at the
issue. We need to have a full register
of the number of pension schemes that
we will be dealing with and the core
templates on which we can facilitate
an engagement so that some type

of agreement can emerge. It is in
everyone’s interests that we have as
much information as possible.

Do you accept that? | am not going to
ask for it today, because it is too early in
the process. It would be of value to the
Committee as we conduct our enquiries,
particularly when we come to consider
the Bill.

Mr Graham: | accept the difficulties. |
am trying to read the Hansard reports
to see what is happening to the Public
Service Pensions Bill at Westminster,
and it is not the easiest way of

doing things, given the way in which
amendments are moved and changed,
and so on.

There are a couple of points to make.
First, we need to get right underneath
the money aspect the £262 million.
Secondly, | accept the point about the
ability to raise funds.

Mr Mitchel McLaughlin: Whatever about
the quantum, we expect that there is
going to be a price tag on this, because
that is what they are at.

Mr Graham: Yes, but we then need

an assessment. That is why | would
be hopeful that the Committee might
commission it, in order to examine the
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macroeconomic impact, as | described
it, on youth and graduate unemployment
and on the grey pound spend as

a consequence of keeping public
servants working longer. That feeds

into the Treasury, because if it can be
demonstrated that money can be saved
on social security payments for the likes
of unemployment benefit, and so forth,
that could be quite persuasive. It may
even narrow the gap in the assessed
impact.

The other dimension is the timeline. You
need time to get legislation through at
any point, but something as complex as
pensions needs full examination. At the
Bill's Second Reading in Westminster,
Sammy Wilson asked Danny Alexander
what would happen if we did not meet
the dates, purely for technical reasons,
not for reasons of principle or because
of changes. Danny Alexander replied
that the Finance Ministers were meeting
shortly to discuss that issue. That was
the last that we heard of it.

If there is a delay — not because of
fundamental changes — it will be as a
consequence of the lack of having the
Westminster Bill and then being able to
look at parallel, although not identical,
legislation for Northern Ireland. That
should be put back to the Treasury in
London not as a direct cost as a result
of amendments and changes but simply
as a consequence of suppressing the
opportunity for proper engagement.

Sitting here, 13 months away from

the proposed new local government
pension scheme for NILGOSC and local
government, it is hard to see how that
can be done, even if it did not require
the primary legislation. The view that
you can have secondary legislation
ahead of primary legislation needs to be
dismissed.

In my opening comments, | mentioned
that there are still clauses that need

to be examined. Until we see the final
shape of the Bill, we will not know
whether those have been completely
written out. That has not happened as
yet. Those clauses give the Government
and employers the ability to change
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people’s entitlements retrospectively.
That is contrary to the European
Convention on Human Rights, because
pensions are deferred pay and are,
therefore, property. It is to be hoped
that those changes will be made in the
Westminster Bill, but if they are not
made, and those provisions are carried
through here, they will be challenged in
the European courts. The cost of those
challenges will fall to the Executive and
Departments here, not to the Treasury in
London, which will have been the cause
of those legal actions. We would rather
get the thing right than rush it. | assure
you that in preserving people’s benefits
and rights, we will prosecute to the nth
degree.

Mr O’Farrell: As we said earlier, we have
said to DFP officials that we would like
to see the full estimates and basis of
the GAD figure of £262 million. When
we get that — hopefully, in the spirit of
open government and because of the
legal requirements of negotiations, we
will get it — we will be only too delighted
to share it with the Committee. If we do
not get it, we may ask the Committee

to ask DFP for that important piece of
information to be made pubilic.

As a researcher, | make considerable
use of the excellent research facilities of
the Assembly to look at the much wider
and more holistic take that my colleague
referred to.

Mr Mitchel McLaughlin: We will look at
the Hansard report of this discussion
because there are several action
points that we, in our own interest, but
certainly in the public interest as well,
would wish to pursue. | am not getting
exercised about the outline figure of
£260 million, but | know that there is a
price tag. It is in everybody’s interests
that we know precisely what that is. We
want to know the range and number of
pension schemes and the differences
among them so that we can take an
informed approach. On that basis, this
was a useful information exchange, but
it is going to have to become more of an
engagement as the process develops.

| do not know whether anything can be
done about the timetable. | very much

146.
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doubt that anything meaningful can be
done. Even if we were to get some kind
of relief in that compressed timetable,

| would see it as only a limited relief
because the broader scheme of a longer
period of time will level out. It would be
a postponement rather than a solution.
At some stage, | would like to hear your
proposals and solutions to inform our
engagement. For now, thanks very much.

Mr McQuillan: John and Jim, | will
address my question to you because we
heard a lot of sense from you, but all we
heard from Bumper was a rant. We are
here to get information, not a rant. There
will be a cost implication to whatever
diverts us away from the policy of the
Treasury. What would you say to people
who are not the chosen few and who do
not have the luxury of a public service
pension, such as the self-employed or
those who work in a small business?
They work perhaps two or three days a
week, trying to survive and keep their
head above water. We are going to take
£200 million out of the block grant to
cover the public pension scheme. What
would you say to those people? | doubt
that they will be very sympathetic to you.

Mr O’Farrell: | fully agree. An outrageous
number of people here have no pension
provision whatsoever. Those who have
occupational pension schemes are
public sector workers or people who
work for larger companies in Northern
Ireland that provide such schemes. The
view is that because Billy does not have
one, Sammy should not have one either.
It is a pointless discourse; you can
never win. | am terribly sorry to say that,
Mr McQuillan.

We are constantly told that the
backbone of the Northern Ireland
economy is small business. There are
two things to say about that. First, the
backbone of the economy in Northern
Ireland is the public sector. If you look
at economic impact, security, longevity
and sustainability, most jobs tend to be
in large companies or the public sector.
The problem with the structure of the
Northern Ireland economy is the reality
of small businesses. That is not to say
anything negative about people trying

89



Report on the Public Service Pensions Bill (NIA Bill 23/11-15)

149.

to set up their own business; please

do not construe it as such. The brutal
fact is that if you happen to work in a
small business or you happen to be a
sole trader, you tend not to have a trade
union supporting you or negotiating

on your behalf. Your wages tend to

be closer to the minimum wage. The
minimum wage tends to be closer to
the ceiling than the floor for people who
work in small business in the private
sector. People in the private sector tend
not have pension provision. That is not
the fault of public sector workers. It is
the fault of a broader shift in values that
has taken place in the United Kingdom
economy as a whole and, you could also
add, the Republic of Ireland’s economy
as a whole. Over the past 40 years,

the economy of the United Kingdom

has doubled in size, whereas in the
same period, the number of people

with adequate pension provision has
declined by a third. In other words,
certain decisions were made over the
years. The country, as a whole, got
wealthier; its economy has doubled in
size from the 1970s.

It was announced only a few months ago
that the last final salary scheme of the
FTSE 100 companies was being closed
to new entrants. Those decisions are
being made not by public sector workers
but by people who tend to run very

large companies and who, for want of a
better term, have made all the running
in how we talk about the economy.

What is very funny about it is that, for
years and years, the same people have
been stripping away the rights of private
sector workers to a decent pension
provision, such as my father when he
worked for an engineering company,
Hendron Bros, which had places in
Belfast in Dublin. My father was a

fitter and an engineer who worked in

the private sector all his life. He had a
pension provision, although it was not
great, and everyone he worked with

had one. Anyone, including you, will
remember that if your fathers worked in
the private sector, they had some kind of
private sector provision. That does not
happen anymore. Those who decided

to take that away are the same people
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who now say that public sector workers
should not have a decent pension
provision because private sector
workers do not have one. Who took that
provision away? It was not public sector
workers but those who have a large
interest in coming out with lines like
that. | am sorry to say it, Mr McQuillan,
but it is purely a red herring. Thank you
for giving me the opportunity to nail it.

Mr McQuillan: | do not agree with you
on that, because many people who are
struggling to make ends meet will think
that what public service workers have
is a luxury that, perhaps, we could do
without.

Mr O’Farrell: It is not a luxury, Mr
McQuillan.

Mr McQuillan: | am not saying that it

is; | am saying that that is what people
perceive it to be. Self-employed people
who do not have a pension and who are
struggling will see this as a luxury, and
they would take it tomorrow if they could
get it.

To say that the Minister misled the
Assembly is very misleading and should
be withdrawn. The Minister gave a
figure of £262 million, which is in this
paper. Those figures were provided by
the Treasury, so the Minister is passing
them on. | am sure that the Minister did
not take those figures and say, “Thanks,
boys, I'll go ahead with those.” He
questioned it, and he has put it back to
the Treasury. Anything that we question
the Minister about is always put back
with the Minister and looking for more. It
is a bit misleading.

Mr Mitchel McLaughlin: Was the
comment not about the breadth of
engagement on the negotiations?

Mr Graham: | said that the Minister
misled the Assembly on the reference
in his statement to there already being
discussions in the group. That group
was purely the Civil Service pension
scheme group. | did not say that he
misled in relation to the £262 million. |
seriously questioned the acceptance of
figures provided by the Treasury and the
Government Actuary’s Department and
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using the health scheme as the model
and applying the 7% figure across all
schemes to extrapolate out the £262
million.

The Chairperson: The simple way of
dealing with that issue is to write to the
Department to seek information on how
it calculated that figure.

Mr Weir: If we are writing to the
Department, would it also be helpful

to try to find out about one concern

that | have about this? Will the final
determination on the figure be the result
of a negotiation between DFP and the
Treasury? Will it be a Treasury-imposed
figure at the end of the day? With the
best will in the world, we can argue over
what the exact amount is, and | take on
board all that has been said about that.
Ultimately, however, the problem, which
the Minister has highlighted, is that

the concern is that, if there is a lengthy
delay that causes a certain amount
being deducted from the block grant,
that figure will obviously need to be
worked out. We also need to get clarity
and absolute certainty on who is actually
producing that figure.

With the best will in the world, we could
all rail against the unfair nature and
level at which that has been put. If it
turns out, essentially, to be something
that is pretty much within the Treasury’s
gift as to how much it is, that creates

a different ball game. If we are writing
to the Department and could get

that information as well, it would be
appreciated.

Mr Mitchel McLaughlin: We need to
remind ourselves that when the initial
discussions on corporation tax started,
we got some very exaggerated figures,
which, on forensic examination, became
more and more real.

Mr Weir: With respect, | think that
there is a fundamental difference with
this. | appreciate that figures will be
bandied about. With corporation tax,
it is, ultimately, an issue of whether
we want it and a potential price tag is
put on it. The issue with this is that

if something is not done on time, will
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it be a question of — dare | say — a
negotiated amount as to what the
impact will be on the block grant, or will
it, ultimately, be simply like a sort of
Barnett consequential, effectively, that is
lopped off the block grant? That puts it
in a different category. We need to find
out that information as well, particularly,
as it has been indicated, we are already
writing to DFP on the subject anyway.

Mr Graham: Chair, the Committee
may want to get its own actuarial
assessment done on that one point.

Mr Weir: | would not necessarily be
hostile to that. However, | think that

we need to get those initial bits of
information first. If we are in a situation,
for example —

The Chairperson: Peter, can we assess
that after we finish our questioning?

Mr Weir: | understand that. | am just
making the point that —

The Chairperson: | am bringing in Leslie.

Mr Cree: | want to ask about the
macro level, gentlemen. What is your
opinion on the career-average versus
final-salary system and the consumer
price index versus the retail price index
mechanism?

Mr Graham: | will take the easy
question on RPI and CPI. Unfortunately,
that was not included in the Bill; it

was done separately. It resulted in a
15% reduction of the total value of
public service pensions. Recently, the
Government carried out an assessment
of RPI by the Office for National
Statistics (ONS). They decided to stick
with the RPI formula. We believe that
the RPI formula is the correct one to
use because it provides the true cost-of-
living increase. For instance, CPI does
not include housing costs. Increasingly,
as people find it difficult to get into the
property market, they will not have their
mortgages paid off during their working
lives; they will probably still be paying
their mortgages off in retirement. That
reason alone suggests that RPI is the
more proper mechanism to use than
CPI.
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On the career average re-evaluated
earnings aspect, there are differences
of opinion among trades unions. Some
unions represent people on a grade
basis. If you represent people in the
higher echelons, a final-salary scheme
is more attractive. There is evidence to
suggest that if people have long-term
careers and, perhaps, only one or no
promotions, the career-average scheme
is fairer to them. It then comes down
to each scheme because each has

a different accrual rate. The accrual
rates vary from about one forty-third

to one fifty-seventh across the various
schemes. However, that is linked to
other factors, including contributions,
etc. There are legitimate differences
of opinion on the career-average issue,
whereas the RPI/CPI issue is a no-
brainer.

Mr Cree: Thanks, Bumper.

The Chairperson: Do you have any
responses to the initial consultation on
investment? | am conscious that we
have not had papers from the unions
yet. That would help to inform the
Committee.

Mr Graham: All the unions will look
individually at the consultation; we will
also try to pull together an umbrella
response. Northern Ireland has not had
problems with sequencing in the past;
the issue is in trying to put together the
sequencing of events. It would be useful
to see whether the final Bill through
Westminster is cleared before the
deadline for receipt of comments on the
basis that the Finance Minister said that
he wants a mirror Bill. Until you see the
final shape of what the mirror reflects, it
would be premature to jump in. However,
we could provide some preliminary and
interim comment.

The Bill should contain provisions for
what is known as “fair deal”, but it does
not and neither does the Westminster
one. Fair deal is the provision of pension
arrangements for people whose jobs are
privatised, contracted out, externalised
— call it what you will — so that they
can remain in public service pension
schemes. At present, that is done by a
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code of practice. However, we want to
see it legislated for, particularly since
we are seeing increased privatisation
of public services in Northern Ireland.
Every day, some Department threatens
to carry on Maggie’s great thinking.

Mr Quinn: Chair, on your last point, the
Fire Brigades Union has two documents
that it would like to put to the
Committee. We have done some work
on the normal pension age review for
firefighters; perhaps it would be useful
for members to look at it. There is a
two-page briefing note to a 160-page
document, which you probably will not
read. The briefing note may be helpful.

Mr O’Farrell: A consultation period is
open at present; it closes on 15 April
2013. A submission will be entered

on behalf of the entire trade union
movement to DFR We will, of course,
share that. | will probably be the
individual who compiles the submissions
from the various trade unions into the
one document that we will submit. | will
happily provide you with any secondary
information. However, at the same time,
| appreciate that you will be swamped
with material. We will happily share
anything that we enter. As | said earlier,
if any interesting snippets that we get
from DFP in the course of negotiation
may help to clarify issues in the minds
of members, we will be delighted to
share them.

As you are also aware, DFP has set

out the Assembly stages of the Bill. Of
course, any time you wish us to talk to
you, we will be glad to contribute. We will
be happy to submit whatever papers you
require to help with your considerations
over the next year.

The Chairperson: Gentlemen, thank you
very much. That is very useful.
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177. The Chairperson: Grace, you are
welcome. A number of issues were
raised in the previous session,
particularly regarding the figure of £262
million. Do you want to respond quickly
to some of the issues raised in the

previous session?

178. Mrs Grace Nesbitt (Department of
Finance and Personnel): | would like to
thank the Committee for the opportunity
to attend. The key purpose of the
session is to update the Committee

on the initial outcome of the response
to the consultation on the proposed
Public Service Pensions Bill. As | go
through this, | will try to pick up on the
points made by trade union colleagues
in the previous session. | will attempt
to follow up on those, and if | cannot do
so substantively today, we will do so in
writing when we get the Hansard report,
if that is acceptable.

179. It is useful to come here today. Any
updates that | and officials can provide
are helpful in progressing this important
Bill through its stages. Let me say at the
outset, as | have said before, that the
timetable for the implementation of the
Bill is extremely challenging, and there
is a significant financial penalty. We can

debate the quantum of that penalty, but
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it is accepted that if we depart from
the provisions of the Westminster Bill,
there will be a financial penalty. Given
my knowledge of the world of pensions,
my view is that it would be significant.
However, we can pick up on that point
later.

| welcome this opportunity and
commend the Committee for inviting me.
As has been said, it is important that
the Bill has a speedy passage in the
Assembly.

With your permission, | will recap

little bit. | briefed the Committee on 9
January on the proposed Public Service
Pensions Bill and its core provisions,
timetables and financial implications.
| will not rehearse that again today.
The proposed Bill has a cross-cutting
effect and the Department of Finance
and Personnel (DFP) is taking the

lead role. We have established a
central forum to facilitate consultation
between representatives of each
scheme impacted on by the Bill. That
is the collective grouping, led by NIC-
ICTU (Northern Ireland Committee,
Irish Congress of Trade Unions), which
has been established. We have also
established a cross-departmental
working group.

We have responded to the Committee
on a number of the issues raised;
again, | will not go into those in detail in
this session. We have provided further
updates on all the pension schemes
affected by the Bill, clarification of how
the drafting of secondary legislation will
be sequenced, and the potential cost.

I will now comment in detail on the initial
outcome of the policy consultation on
the Bill. The consultation was launched
in January 2013 and the closing date
was 15 April. The purpose of the
consultation document — just to remind
members — was:
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“to seek views on the policy underpinning the
proposal for the introduction of a ... Bill in the
Northern Ireland Assembly.”

The consultation document was
circulated to all relevant groupings

and public service pension schemes,
in line with the guidance produced by
the Office of the First Minister and
deputy First Minister for the distribution
of departmental publications and
consultation documents. We also issued
individual letters to other public service
pension schemes, notifying them of the
exercise and advising them to instruct
relevant stakeholders and business
areas and bring it to their attention.

We sent out a reminder about that in
February.

Getting back to the responses, some
came in after the deadline, and | will
comment on them separately. | will

deal with the responses that came in
before the deadline first. There were 46
responses in total: 35 from individual
public service members; four from
organisational bodies; six from individual
trade unions; and there was a collective
NIC-ICTU response. There were also a
number of responses that came in late.
The advice that we have on those late
responses is that we should accept
them. We are keen to get as wide a
view as possible from the consultation
process. Among the responses that
have come in late are responses from
NASUWT, Arc21, Ballymena Borough
Council, the South Eastern Health and
Social Care Trust and one from an
individual. | do not know what scheme
that individual is associated with. We
propose to accept those representations
as it is, apparently, best practice to do
so. | cannot comment on those because
| have not seen some of them.

Of the individual comments in responses
received before the deadline, 19 were
from civil service scheme members; 10
were from teacher scheme members;
two were from health; one from the
police; and there were three others of an
origin that could not be determined. The
individual trade unions that responded
were UNISON, NIPSA, FDA, UNITE, the
Irish National Teachers’ Organisation
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and the National Association of Head
Teachers.

The Department had expected a larger
number of responses on this cross-
cutting policy. | certainly thought that
we would have had more. | can only
assume that members perhaps fed their
comments into their respective trade
unions, but I actually do not know. For
example, | refer the Committee to an
update that | gave, wearing my purely
Civil Service hat, on the consultation
that we had about the year 2 increased
contributions. On that occasion, the
Department received 147 responses,
which may have been as a result of

a campaign letter that was issued to
members by their union encouraging
them to respond. | had expected more
responses to this particular consultation
exercise, given that it is so cross-cutting
and across the schemes, but that has
not been the case.

I will give my very initial analysis of the
responses received. | think that it has
been mentioned that we will be back to
give a more detailed session, proposed
for 8 May, to deal in substance with
the responses because | am really

not in a position to do that today. The
vast majority of respondents submitted
their views on aspects of the public
service pension reforms that were
outside the remit of this consultation.
However, they used it to express their
general disapproval and rejection of
the overall austerity measures and of
what was happening in the economy.
Setting that aside, the responses fell
into a number of broad areas and we
can question and query these. The

six broad areas on which | will touch
are: first, the overall need for reform

of public service pensions; secondly,
managing pension costs and actuarial
analysis; thirdly, the core provisions and
the impact on public servants; fourthly,
the move away from final salary and to
the career average revalued earnings;
fifthly, the linking of normal retirement
age to state pension age; and, sixthly,
issues around the screening-out of a full
equality impact assessment. As | said,
| am not in a position today to comment
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on those in detail. We will do that in a
further session on 8 May, and we will,
of course, provide the Committee with
a written document in advance of that
meeting.

With your permission, | will attempt

to pick up on some of the points that
were made in the previous evidence
session, with the caveat that | may not
have got them all. If the Hansard report
shows that | have missed any, | and my
colleagues will be happy to deal with
them. Is that OK? Is that acceptable?

The Chairperson: Yes.

Mrs G Nesbitt: | will address points
from the previous evidence session

but perhaps not in the order that they
were mentioned. The impact on the
economy and the impact of people
working longer and its impact on youth
unemployment were mentioned. | remind
the Committee that, because of age-
equality regulations, we now effectively
have no retirement age. | was trying to
remember when the compulsory age

of retirement was abolished in the Civil
Service, because that was implemented
before the legislative change. | must
confess that | cannot remember the
date. We have a growing trend of people
choosing to work longer because we no
longer have a retirement age for the Civil
Service. | just wanted to bring that to
the Committee’s attention. Also, the Civil
Service does not have a recruitment
freeze at this time. We have actually
had significant recruitment as well, but,
again, it would be for other colleagues

in corporate HR to provide more details
on that. | just wanted to correct those
points.

The decision taken by the Executive on 8
March last year was not actually a result
of the three strikes. That was a later
decision in November that was taken.
Also, at that stage, and | think that it is
apparent from the information that we
have now provided to the Committee
about the estimate that the Government
Actuary’s Department (GAD) did, the
Executive, at that date in March, did

not have any figures. We had said that
there would be a cost, but we were not
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in a position to give them any figures,
and the decision was made without

the Executive having any figures. | just
wanted to share that factual information.
The figures from GAD were requested
and provided over the summer to

enable the Executive to have further
information. | have always maintained
that it was an estimate. It was to enable
the Executive to have further information
to help them to determine which
legislative route they wanted to adopt

to implement the decision that they had
made in March, a few months earlier.

The key decision in November, as
members are aware, was whether we
went with the legislative consent motion
with the Westminster Bill or whether we
did our own pensions Bill. The outcome
is obvious, and that is why we are here
today. The figures, | suppose, to be
honest, were to highlight the risk of
any delay and what the consequences
of delay would be. That is why the
figures were required to help inform the
subsequent decision. | just wanted to
clarify those points.

| will hand over to my colleagues.
Blathnaid will deal with the broader
equality issues that have been raised,
and then Margaret will deal with the
latest update from Westminster —
ping-pong, as it is called — and also
fair deal. | think those are most of the
points that were made, but there are
others that we will pick up on. | will hand
over to my colleague Blathnaid, who will
deal with some of the points around the
equality issues.

Mrs Blathnaid Smyth (Department of
Finance and Personnel): The screening
exercise addressed the core provisions
of the Bill. It has to be remembered
that it is a framework Bill. The core
provisions will apply to all public service
pension schemes. The screening
exercise identified minor impacts on
areas of age and gender, so it did not
screen out everything. It acknowledged
that there were impacts, but concluded
that those impacts are mitigated or are
attributable to factors external to the
policy.
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With regard to age, it was determined
that that was mitigated through the
transitional protection measures that
are included in the Bill. Also, the policy
reflects the Government’s approach

of removing default pension ages to
address trends in longer life expectancy
and historical inequalities. Newer,
younger staff have higher pension
ages than the older staff because of
the reform of schemes in the past.

In relation to the gender issue, there
is the issue of longer life expectancy
of women. That is partially mitigated
by trends of longer life expectancy

in general, but, importantly, although
women are expected to live longer, in
the public service, men typically earn
more. In introducing the career average
schemes, higher earners will continue
to receive higher pensions, but with a
fairer, more proportionate method of
calculation.

That equality impact assessment will be
reviewed as the Bill is introduced and
passes through the Assembly process.
Any further information coming out at
that stage will be considered.

The Chairperson: Can we request a copy
of the equality screening exercise for the
Committee’s information?

Mrs Smyth: Yes, we can send that. No
problem.

Mrs G Nesbitt: It is publicly available. |
think we may have sent the link earlier,
but we can do that again. | will take

a note to do that. | will pass over to
Margaret.

Ms Margaret Coyle (Department of
Finance and Personnel): | will update
the Committee, and, indeed, trade union
side, on the ping-pong process. The
Lords amendments were considered

in the House of Commons on 22 April,
and they were all agreed bar two. The
two that will be going back to the House
of Lords are, obviously, the provisions
for the Ministry of Defence police and
firefighters in relation to the age of
retirement. With the exception of those,
the rest of them have been agreed, and
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we can certainly keep you updated on
the Lords process in relation to that.

There has never been legislation for fair
deal before. It has never been legislated
for or been in the scheme rules. There
is nothing specific in the provisions of
the Bill that relates to fair deal itself.
However, there are two provisions
allowing for the transfer of staff from
one scheme to another and to retain the
rights within the current scheme that
they are in. It may be helpful if | provide
those particular clauses and provisions
in the Bill that cover the issues around
the fair deal policy.

The Chairperson: OK. In regard to the
£262 million figure again, in tab 2D of
the Bill folder, page 2 of annex A, there
is a letter that the Government Actuary’s
Department sent to DFR In that letter,
GAD stated:

“the costs in respect of the other Northern
Ireland schemes will be different and we
would be happy to provide estimates of the
costs for those schemes.”

Did DFP respond to that or take up that
offer?

Mrs G Nesbitt: No.
The Chairperson: Why not?

Mrs G Nesbitt: The cost of using GAD is
very high. That would be the first point.

The Chairperson: How much would it be?

Mrs G Nesbitt: | cannot give you an
exact cost. The cost of the initial
estimate that we got was around
£10,000 or £11,000. So that was the
first thing. There is a cost. We know
that there will be a cost if we do not
implement the key provisions of the
Westminster Bill on time. We are aware
of that, and | think that the issue is
what the quantum of that cost will be,
so | emphasise that there is a cost. It
is about how much we want to spend
refining that cost figure and how wise a
use of public money that is. That is the
first point.

The second point is that to go in,
scheme by scheme, and do a detailed
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piece of work, you really are talking —
if any of you have any experience of
using GAD, you will know that it is very
expensive. That is not a reflection on
them. The cost of doing that scheme
by scheme and getting a more detailed,
refined analysis would be thousands
and thousands of pounds. | can reflect
on that and try to give a more accurate
figure, but it could be over £100,000
per scheme.

The Chairperson: The point is that we do
not actually have any real indication of
how much would be saved. The Minister
obviously majored on that particular
figure, but he did not major on the fact
that there is a huge health warning
attached to it. It certainly affects the
confidence the public may have in this
Bill that this figure has been attached to
it. The offer from GAD was not taken up,
and it is effectively a figure for health, as
opposed to the public sector as a whole.

Mrs G Nesbitt: | have always been
clear, and Minister Wilson has always
been clear when he has been giving
information about the structure of and
rationale for the costs, that indeed

it was based on health. The figure

for health representing 7% of the
pensionable pay bill was applied across
the other schemes to give an estimate
and a sense of the quantum that we are
talking about. In my previous session
before the Committee, | indicated that
the figure could be half wrong or half
right depending on way you want to look
at it. However, even if it was out by that
much, we would still be talking about

a huge impact on the Northern Ireland
block.

The Chairperson: What is the margin of
error on the figure of £262 million?

Mrs G Nesbitt: | could not comment on
that. | am not a government actuary.

The Chairperson: Then how do we know?

Mrs G Nesbitt: | am just giving that as
an example.

The Chairperson: It is a very rough
figure, then.

218.

2109.

220.

221.

222.

223.

224,

Mrs G Nesbitt: Yes, but if | was looking
at something as an individual and trying
to think, to me, 50% out — given that
the Government Actuary’s Department
is well qualified, and it decided to look
at the health scheme. We explained
what we wanted, and it picked health,

| suspect because it is the biggest
scheme in Northern Ireland. | surmise
that, even if that figure was half

wrong — | am not an economist or a
government actuary —

The Chairperson: As a 50% —

Mrs G Nesbitt: Even if it was 50%
wrong, as a taxpayer in Northern Ireland,
| would think that that would be a huge
hit. We would lose £131 million. | am
not saying that it is 50% wrong. | am
just giving that by way of example. The
sense that we wanted to convey to the
Executive was that we are talking about
a lot of money.

The Chairperson: Henceforth, are there
any plans to try to tie down a more
specific estimate through GAD or any
other avenue?

Mrs G Nesbitt: Not at this point. The
further work that is required would be
for each scheme and each responsible
Department and Minister to consider, if
they wanted to go down that route. That
is really what GAD is saying. To do more
detailed work, it would need to look

at each scheme, scheme by scheme.
There are variances within the scheme;
| accept that. That is why we have been
clear in saying what the basis of the
figure was, that it was an estimate,
that it was based on health and it

was — [Inaudible.] So it would be for
each scheme and for each Minister to
determine whether they wanted to spend
more money on their particular sector
and scheme and to engage GAD and to
do more work.

The Chairperson: Has that been
proposed to other Ministers and
Departments?

Mrs G Nesbitt: The information from
GAD has been shared, so they are
certainly aware of it. It is up to them to
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decide whether to do it. That would be a
matter for each scheme to decide.

Mr Mitchel McLaughlin: We have to try
to be fair to everybody. If this revolves
around the debate about the impact on
the block grant, and we have a figure
that nobody appears to be able to stand
over, even if it is 50% wrong, which, by
the way, would be an awful headline, if
it goes out of this discussion, we still
would not have room to manoeuvre,
even though it is accepted that there is
significant room for variance in how the
scheme is applied here.

Mrs G Nesbitt: | will pick up on that,
but it may not be the answer that you
are expecting. Just to be clear, because
| am reluctant to see a headline in the
‘Belfast Telegraph’, 50% is my sense as
an individual —

Mr Mitchel McLaughlin: You might be
too late.

Mrs G Nesbitt: | might be, and then

| will be called to answer. | am just
giving that, as a sense, to say it was an
estimate. | have always been clear with
the Committee and in every forum to
say that that was an estimate. | am just
giving you an example. | think that 50%
wrong would be unrealistic; | would be
amazed if the estimate was 50% wrong.
| want to be clear about that and put it
on the record. | am saying that if it was
at the extreme of 50% wrong, it would
still be a huge amount of money for the
Northern Ireland block to lose. It was in
that context that | was using the 50%.

I will pick up on Mitchel McLaughlin’s
point on the variances of scheme. We
provided you with information on that.
A cost envelope will be determined

for each scheme within each sector,
and, within that, there will be scope
for variances in the detail of the actual
scheme rules and the specifics of the
scheme. That is where a particular
Minister has scope and has it within
their remit to vary that. That was
conveyed some time ago. If they stick
within the overall cost envelope that is
determined for their scheme, there is,
obviously, no wider cost consequence for
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Northern Ireland. However, it has also
been made clear that if they decide to
be more generous with some aspect
of their scheme, and it goes outside
that cost envelope, the thinking is that
that extra cost would be drawn from
whatever the spending was on that
particular sector. Our Minister thought
it was important, and | thought that

it was important, that other Ministers
were aware of that. So, a Minister, if
he wanted, could spend more on their
particular scheme, but they would
have to meet the extra cost from their
sector’'s budget. | am not sure if that is
what you were touching on or not.

Mr Mitchel McLaughlin: No, it is; it

is fair enough. You are setting it out
from a particular perspective. We all
understand that. However it is done,

it comes back to the question posed

by the Chair. First of all, GAD tells us

its methodology, and it accepts as

a matter of fact that the cost of the
other schemes here will be different. It
just tells us that they will be different.
That begs the question: why do we not
just establish the facts? Quite often,

we get a cost argument against doing
what otherwise would be regarded as
good and prudent business practice.
You would not put together a business
plan without evaluating the costs. If

we are getting an estimate based on
one particular scheme, and that is
applied across all the others, and the
authority that is doing that tells us that
the outcomes will be different for those
respective schemes, | do not understand
why your Minister has not even engaged
in discussions encouraging collaboration
across the Executive to commission a
comprehensive costing so that people
Know.

| think we have to be fair to everybody,
going back to my starting point. A cost
to the block grant would be regarded
as a significant aspect, but a cost

to individuals is hugely important as
well. We are talking about people who
are considering having an extended
working life over and above what

they had expected, up until relatively
recently, or a retirement of penury and
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poverty. | do think that there are other
considerations. If there are variances
that can be applied regionally, | want to
have a good, hard look at them, and |
certainly want to be convinced that the
Executive have taken a good, hard look
at them.

Let me give another example. We are
told in the trade unions submission
that unions have pressed for, and to
date been denied, with the exception
of NILGOSC, the full scheme triennial
actuarial assessments. Why are they not
being given that information? Why do
we not do business in a more sensible,
open and transparent fashion? They
have to justify to their members their
stance in negotiations and what they
agree to. At times, that can be a very
unpalatable experience. Why are we
withholding information that is relevant
to that discussion?

Mrs G Nesbitt: Just to be clear, it is

not that we are withholding information
that we have. That information is not
available, because those valuations
were suspended and did not happen.
Minister Wilson wrote, some time ago, to
other Executive Ministers to advise them
of that. That has not been challenged by
any Executive Minister. The reason why
the valuations were suspended was —

Mr Mitchel McLaughlin: Sorry. Could
you just explain, as you are going
through that, who suspended them?

Mrs G Nesbitt: It was the line that

was taken, certainly by the coalition
Government, and other Executive
Ministers here were written to and
advised of that. | can check, but | do not
recall getting any response about that.

Mr Mitchel McLaughlin: | am trying,
because it is relevant, to get at whether
our Ministers, either by omission, neglect
or commission, suspended the process,
or was the decision made at Westminster
and not challenged? Which was it?

Mrs G Nesbitt: The decision was taken
at Westminster, and it was then up to us
to consider what stance —
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Mr Mitchel McLaughlin: So, we could
have produced —

Mrs G Nesbitt: In theory, yes; we could
have gone ahead. A Minister here
could have decided to proceed with
their valuation, had they wished. To my
knowledge, that did not happen.

Mr Mitchel McLaughlin: Did your
Minister, and our Minister, give them an
option or a recommendation?

Mrs G Nesbitt: | will just check the
correspondence and respond to the
Committee in writing on that. That
correspondence was some months ago.
| will check that and provide you with a
written update.

Mr Mitchel McLaughlin: | have one final
point, which | addressed in the earlier
session, so you may have picked up on
it. Clearly, there is a difficulty. There is
no point burying our heads in the sand.
| have described it as a cake that was
baked by someone else, and we as an
Administration have the job of dividing it
up as best we can.

Mrs G Nesbitt: | could not possibly
comment on cake baking.

Mr Mitchel McLaughlin: And some
cakes taste better than others.
[Laughter.] Decision-making requires
that you create or identify some other
forms of revenue to provide that extra
expenditure or you identify a programme
spend that you will abandon to give you
that flexibility.

Mrs G Nesbitt: Yes.

Mr Mitchel McLaughlin: An argument is
being made here that the methodology
that has been applied to produce

an estimated cost will impact on

the block grant. That is probably not
the best way to run a business. You
should know what the costs are. If you
were in business, you would be very
determined to know precisely what

the factors were. Can we not have an
approach that provides full information
to Assembly Members, who are going
to vote on this; to Ministers, who are
going to make decisions; and to the
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trade union side, which has to represent
the staff side in all this? Can we not
have factual assessments, including the
socio-economic impacts? If we extend
the working age programme, that will
have a direct impact on accessibility

to the labour market for people leaving
school and coming into the labour
market, graduates who are looking for
career opportunities and people who
are looking to return to employment.
Decisions like this are key strategic
discussions and have those impacts. We
know that before we get into it, but we
do not quantify what those impacts are
and factor that into the block grant. Has
the Department, or have you as officials
supporting your Minister, considered
commissioning that type of study? That
would tell us what the holistic impacts
and costs involved in this change of
policy are — a policy that is being driven
from Westminster and applied here.

Mrs G Nesbitt: It is an issue that

trade unions have raised with us in the
meetings. It has not been considered
to date, and it was not requested at any
stage by any Minister. It certainly was
not requested when the Executive made
the decision, on 8 March last year, to
adopt this policy.

Mr Mitchel McLaughlin: | know that if |
ask you whether you considered it and
provided an options paper, you would not
tell me, because it is private between
you and the Minister. Is that not right?
[Laughter.]

Mrs G Nesbitt: | am sure that you are
absolutely right, and thank you for your
guidance. [Laughter.]

Mr Mitchel McLaughlin: The Committee
may take a view on some of that stuff.
Thank you very much.

Mr D Bradley: You mentioned the
general issues that were raised in the
consultation and said that you would
come back to brief the Committee in May.

Mrs G Nesbitt: Yes.

Mr D Bradley: What will you have back
for us in May?
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Mrs G Nesbitt: We hope to have our
collective response to the consultation
responses that we have received. There
will be a document provided that sets
out that in detail, because some of

the responses that we have received
are very detailed. That is why | am not
in a position to comment today. Just

as we have updated you on previous
consultation exercises, this will follow
the same pattern; we will be able to
give you our view then, but | am not in a
position to give it today.

Mr D Bradley: What is the timeline for
the draft Bill?

Mrs G Nesbitt: We still hope to adhere
to the timeline that was already provided
to the Committee for the draft Bill, so
we intend to have it introduced in the
Assembly prior to summer recess.

Mr D Bradley: OK.

Mrs G Nesbitt: Sorry, if | can just
elaborate, obviously it will have to go
the Executive in advance of that, and
obviously there will be further sessions
with the Committee late in May. Indeed,
| think that one session is already
pencilled in for 19 June, and there may
need to be more sessions.

Mr D Bradley: Remind me of the time
schedule for the Bill. You said that it
would be introduced in the Assembly in
June?

Mrs G Nesbitt: Yes.

Mr D Bradley: Will the Committee Stage
run, then, through the summer?

Mrs G Nesbitt: Yes. The Committee
Stage will actually run from July to
November, because obviously it is over
the summer months.

Mr D Bradley: Thank you.

Mr Girvan: Thank you for your
presentation to the Committee. | want
to come back to a point. | appreciate
that we are dealing with information
that we do not have a full picture of,
and | understand the costs associated
with getting some of that information.
However, we are attempting to deal with

100



Minutes of Evidence — 24 April 2013

265.

260.

267.

268.

it. People are coming forward. | may
have picked it up wrongly earlier, but a
figure of £300 million was mentioned
for youth unemployment. | want to make
sure that that is the figure.

Mr Mitchel McLaughlin: That is the
figure that we were given, yes.

Mr Girvan: That £300 million would
equate to somewhere in the region

of 4-1 million young people being
unemployed in Northern Ireland. It
must be calculated on a national

scale, because it could not equate to
Northern Ireland. We know what the
benefit rates and suchlike are and how
much that would cost. | want to try to
extrapolate more detail of where the
£260 million is rounded up across all
the Departments. | appreciate that they
have only focused on one specific area
and a 7% calculation of what their take
is. It would be helpful, from our point

of view, to have the other information. |
know that a decision has to be made as
to whether we spend to extract that full
detail. Some amendments have already
gone through. How do they vary what
was originally proposed? It is relatively
early days, but it would be helpful to get
some of that information back.

270.

Mrs G Nesbitt: We will certainly reflect
on the amendments to the Westminster
Bill during its passage. | emphasise
that | am not an actuary, but | do not
think that there is anything that would
be substantial in the initial work that
GAD did for us last summer that is going
to have an impact on its estimate of
£262 million. We will consider that, look
through it and provide that information
to the Committee.

Mr Girvan: | would appreciate that.

My other point is in relation to some
ignorance, maybe, as to where our
budgets come from. We have one
budget, this pension budget. If we make
any variance to what has been approved
at Westminster, it will have a direct
impact upon what Departments have

to spend, as it will be clawed back, as
opposed to trying to link it into another
budget, the social security budget,
which is not attached to our block
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grant. Therefore, as a rule, the people
of Northern Ireland will not have their
public sector services affected because
of any variances that we make. That

is just for clarification on that point,
because it was brought out earlier.

We now need to look at more detail

in relation to other Departments, so
that we can at least make a measured
judgement. In some places where you
will say that is well worth taking the hit
for that amount, if this is what we can
deliver for it, we have a judgement to
make. You can only make a judgement
when you have the full picture. | work on
the basis that if they were 25% wrong,
we would still be in and around £200
million well, £197 million so thatis
another way of looking at it. However,

| cannot see them being that far out.

If they were briefed to come up with a
fairly accurate figure, a ballpark figure,
as to where this is going to hit, we need
to know the full facts. | appreciate that
to do that might mean going back and
asking the direct questions. The time
frame for doing so is getting narrower.
However, we need to have more
information.

Mrs G Nesbitt: We will consider that,
and it will be for each Minister and
Department to decide whether they
want to make that expenditure to get a
more refined estimate for their particular
scheme and sector. It will be extremely
costly, but it will be a decision for each
Minister and Department. Certainly, we
can relay that back, because we have

a meeting tomorrow with officials. It is
something that they have been asked to
consider.

Mr Cree: It looks like a disappointing
result, then, from the consultation.

Mrs G Nesbitt: Yes.

Mr Cree: | take it that each scheme has
its own actuarial advice setup. Is that
true?

Mrs G Nesbitt: Each scheme does, and
most use the Government Actuary’s
Department. Only the smaller ones —

101



Report on the Public Service Pensions Bill (NIA Bill 23/11-15)

275.

276.

277.

278.

279.

280.

281.

282.

Mr Cree: They would use the
Government Actuary’s Department?

Mrs G Nesbitt: Yes.

Mr Cree: That is disappointing. If
they are using that, surely we have

all the information that we need? If
the individual ones are working with
GAD, as you call it, all that information
must surely be there. The value of the
schemes must be there.

Mrs G Nesbitt: No. Sorry. Let me clarify
that. The exercise that we did last
summer was a special exercise to see
what the cost would be. Just to reiterate,
the exercise was commissioned to

look at the cost of delay and to try to
give an estimate for it. That work has
not been carried out by each scheme,
so for that figure to be more refined,
scheme by scheme, each Minister or
Department would have to request the
government actuary to come in and

do that specific piece of work. Most of
the main schemes — in fact, probably
all of them — use the Government
Actuary’s Department in their normal
scheme valuations and the exercises
that they have to carry out. They have
not commissioned this piece of work

to date.

Mr Cree: You said that the cost of that
would be quite high. However, | suggest
to you that most of that work has
already been done with the individual
schemes by way of annual reports. No?

Mrs G Nesbitt: No. It is not done. It
would have to be a special exercise
and it would be quite a detailed and
expensive piece of work to do.

Mr Cree: How would it vary from the
overall financial statement at the end of
each period?

Mrs G Nesbitt: That is based on the old
scheme. This is looking at going forward
and implementing the new scheme. That
detailed information would have to be
obtained. A special exercise would have
to be carried out by the government
actuary. It has not been done. However,
it is a fair point that —
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Mr Mitchel McLaughlin: Would you mind
my asking a supplementary question on
that?

Mr Cree: Go ahead.

Mr Mitchel McLaughlin: You have a
costing based on delay.

Mr Cree: Yes.

Mr Mitchel McLaughlin: Was that a
delay for a day, three months or a year?

Mrs G Nesbitt: It was estimated for the
first year of delay. As | have said before,
that figure may go up if we delay for
more than a year.

Mr Mitchel McLaughlin: So, if we delayed
for a week, it would not be £262 million?

Mrs G Nesbitt: Absolutely not. | am sure
that somebody could do a sum and give
the daily rate.

Mr Mitchel McLaughlin: | am making

a point. We would not go for the most
expensive option just to get it out of our
system; would we?

Mrs G Nesbitt: Absolutely not. If you
like, I can divide that by 365 and
present what the daily rate would be.

Mr Mitchel McLaughlin: | do not think
that you need to do that, but it would
be very interesting to see the terms of
reference in case we decide to apply it
across the other schemes.

Mrs G Nesbitt: To be fair, | have always
made it clear that that is the cost of
delay for a year. | do not think that | ever
claimed that it was for a day.

Mr Mitchel McLaughlin: | missed that
point, then, all along.

Mrs G Nesbitt: Did you think that it was
for a day?

Mr Mitchel McLaughlin: No, | did not.
[Laughter.]

Mrs G Nesbitt: | just wanted that on
record.

Mr Mitchel McLaughlin: And | do not
think it is — well, | had better not say
that.
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Mr D Mcllveen: It is not your salary we
are talking about, Mitchel.

Mrs G Nesbitt: | could not comment.

Mr Mitchel McLaughlin: When you were
talking about 50%, | thought that you
were talking about what | give to my
party from my salary, but you do not talk
about that either.

Mrs G Nesbitt: | could not comment on
that one.

Mr Girvan: You are very generous. That
is a heavy rate of tax; it really is.

Mr Mitchel McLaughlin: You better
believe it.

Mrs G Nesbitt: Moving swiftly on —

The Chairperson: Grace, before we
finish, can | get agreement that all
consultation responses will be copied to
the Committee for information?

Mrs G Nesbitt: | want to check that that
is absolutely acceptable in respect of
data protection. | am hesitating because
we might need to redact some bits, but
there is certainly no problem with that.

The Chairperson: OK. See you in a few
weeks’ time.

Mrs G Nesbitt: Thank you very much.
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Mr Peter Weir
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Ms Nuala O’Donnell

Mr Bumper Graham

Mr Martin Toal

311. The Chairperson: | welcome Bumper
Graham from the NI Public Service
Alliance (NIPSA); John O’Farrell from
the Irish Congress of Trade Unions;
Martin Toal, representing UNISON;
Nuala O’Donnell from the Irish National
Teachers’ Organisation; Paul Hardy from
the Prison Officers Association; Jim
Quinn from the Fire Brigades Union; and
Harry Baird from FDA.

312. Mr John O’Farrell (Irish Congress of
Trade Unions): Mr Paul Hardy sends his

apologies.

313. The Chairperson: OK. | open it to you
first, and we will then take questions

from members.

314. Mr Bumper Graham (NIPSA): In
opening, | have a couple of points to
make. The consultation date passed,
and submissions have been made

to the Department of Finance and
Personnel (DFP), including the omnibus

submission from congress and from
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each of the unions with its separate
submission. We are concerned that

the Department of the Environment
(DOE) has issued consultation and draft
regulations to introduce the revised
Northern Ireland Local Government
Officers’ Superannuation Committee
(NILGOSC) scheme from April next year,
ahead of the Public Service Pensions
Bill. The proposals there are predicated
on what is in the Bill, namely the move
to a career average and the linkage of
normal pension age with state pension
age. We do not think it appropriate for
the Department to do that ahead of the
main primary legislation.

We have also raised serious concerns
in all the submissions about the
inadequate screening exercise that was
carried out. En route to the Equality
Commission is a letter complaining
about DFP’s screening exercise, which
was, at best, inefficient and, at worst,
constructed to arrive at a deliberate
decision to screen out the policies. We
can see no good reason why it screened
those out, because the changes are
fundamental. It also failed to pick up
information that is available in the
various schemes. Those are the main
issues since we last met.

Unfortunately, | was not able to listen
to yesterday’s ping-pong debate
because | was caught up in other
public service matters, but | hope to
check the Hansard report over the next
day or two. We need to see the final
shape of the Westminster Bill. There is
some indication that, not surprisingly,
government will reject some of the
Lords’ amendments.

The Chairperson: We discussed cost-
neutral amendments to the local Bill.
Are there any specific provisions that
the trade unions wish to see in the Bill,
particularly in regard to fair deal?

Mr Graham: Yes. Things have gone
somewhat silent at Westminster on the
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three papers issued in November, one of
which was on fair deal, and two of which
were on the future arrangements for
triennial reviews and the Treasury’s role
in that. As we said in our submissions,
we want to see fair deal in the Bill. | do
not want to get into the wider debate,
but it would be preferable not to have
fair deal, as we only have to have it
because we face the externalisation of
public services to the private sector.
However, it is important that it be in

the Bill.

The Chairperson: For members’ benefit,
will you give us a wee overview of that?

Mr Graham: In essence, fair deal
provides that when people transfer to
the private sector, they can remain with
whatever public sector pension scheme
they are in. Some of the reasons

for that are that a number of private
sector contractors do not offer pension
schemes that could be deemed to be
broadly comparable and that — this is a
peculiar point — it is advantageous for
some private sector bidders to pay just
the costs of scheme retention rather
than establish their own schemes.

The Chairperson: Would that apply
regardless of length of service?

Mr Graham: Yes. Likewise, and we have
experience of this, if someone is on
their second, third or fourth contract
because company A won the original bid
but company B won the re-tendering,

it stops people having to have three

or four different pension schemes and
trying to analyse and measure the value
of one pension scheme against another.
Our ultimate aim, | suppose, is that
when all those services are returned

to their rightful place — the public
sector — those people can seamlessly
continue with their public service
pension schemes.

Mr Martin Toal (UNISON): Can | make
a point to reinforce fair deal? It came
about as a result of negotiations on

the mainland under the last Labour
Government, and it came out when
some of the schemes were changed in
2008, which were supposed to underpin
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those for the next 25 years. However, we
now find that the underpinning seems
to be suspect. Along with what Bumper
said, it was also meant as a means

to protect the scheme itself in order

to give some protection to individuals,
because the unfunded schemes depend
on people’s contributions coming in.
Those contributions make the scheme
dependent because you are bringing
younger people in as older people exit;
their contributions go in the form of
the unfunded arrangement in order to
do that. It was a means of addressing
some schemes not becoming “cash
poor”. It was bilateral: it was to

offer protection for individuals if they
were outsourced or had to change
employment for one reason or another,
but it was there also as a means to
protect the scheme.

The Chairperson: In regards to
paragraph 31 of your paper, can you
give any more detail on the proposal to
establish a review group — similar to
that established for the NHS scheme
— to examine the increased normal
retirement age for various occupational
groups across the schemes? What
would its status be? For example,
would it need to be legislated for?
What would the implications be for any
recommendations that it might make
about lower-than-normal retirement age
for some groups?

Mr Graham: There have been very
limited bilaterals in Northern Ireland.
There were some bilateral discussions
in the DOE review group when it was
propositioned to establish a group
similar to the one for the NHS in
England and Wales. Our proposition is
that it would make more sense to have
a single review group rather than all the
schemes here having their own review
groups. Part of the propositioning on
that goes back to the point that we
laboured last time about the impact

of increasing the age of retirement

and what that could do to ill-health
retirements. From an efficiency point of
view, we think that a single review group
should be established, perhaps on
your recommendation, which could look
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at that across all the schemes rather
than multiplying it across the different
schemes.

That also feeds into the point we made
about the concept of a flexible decade
of retirement: some people might be
happy to retire earlier; whereas others
would be happy to stay on past state
pension age. The hope is that it may be
cost-neutral. Even if it was not, it gets
to the point about the macro-economic
situation. Since we were last before

the Committee, we have had further
work done by the Nevin Institute on

the quarterly economic report, which
for spring this year concentrated on
Northern Ireland. Significant issues of
youth unemployment arise out of that
report. We can get copies of it for you.
If we do not tackle youth unemployment,
we will build up big problems for
ourselves. We see a correlation between
youth unemployment and increasing the
age of retirement for public servants,
because that will reduce the number of
jobs available for our young people in
public services. The review group could
tie much of that together. It may also be
able to deal with the issue that —

The Chairperson: Is there reference to
that particular point in the Nevin report?

Mr Toal: There is no specific reference
to pensions: it concentrates a fair
degree on labour market issues when
dealing with youth unemployment in
Northern Ireland. However, it goes
without saying that if you require public
servants to work an extra five, six or
seven years, they will be staying in
those jobs and will not be creating the
vacancies at the other end for young
people to take.

The Chairperson: It would be useful for us
to get some empirical evidence on that.

Mr Graham: We might ask the Nevin
Institute if that is something it can do.

Mr Harry Baird (FDA): | will reaffirm
some of the things that Bumper said.
My background is in health. Unlike some
of my colleagues, | am not a full-time
official; | am a lay member of UNISON,
trying to do a job in something that is

332.
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very precious to us. When | look across
the boundaries in health and at the
colleagues | work with, | find it difficult
to reconcile how some of those people
would work to 68. When we link the
normal retirement age to the state
pension age, | think that the long-term
objective, certainly of the Government
across the water, not our own, is to
provide state benefit pension at 70.
Before you decide, spend a day working
with people in a mental health hospital
in your constituency; or work for a day
in an intensive care unit to see whether
you would be fit and able to cover the
demands of those jobs at 68 or 70
years of age. My analysis is that you
would certainly not.

At present, people who work in mental
health are given early access to go at 55
because it is very difficult to meet the
demands posed in that area when you
have punched in 30-odd years in that
environment. It is a dangerous proposal
to link those. In the Department of
Health, there are jobs that are not your
ordinary nine-to-five office jobs that you
may well be able to do until you are 68.
The demands and dynamics in health
are very different.

Ms Nuala O’Donnell (Irish National
Teachers’ Organisation): Nobody wants
their children to be taught by somebody
who is 68 or 70, and there are very good
reasons for that. Dealing with young
children or teenagers becomes more
difficult as you get older. It is well known
that there is a lack of opportunities for
young teachers to get jobs. If teachers
have to remain in post because they
cannot retire, or cannot afford to retire,
and if there are actuarial reductions
before those ages, there will be fewer
jobs for young teachers, and we will
have more problems with the ill health
of teachers, as was mentioned earlier.
It is incredibly difficult, particularly when
you are dealing with very young children
and teenagers. Teenagers will exploit
older teachers. There are many issues
that need to be taken into account. The
linking of the normal retirement age to
the state retirement age is the major
problem, because if it is not linked, it
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leaves the flexibilities in the schemes
to look at what is appropriate for each
scheme, as opposed to the linking of it
taking away that flexibility.

338.

Mr Graham: | did not get the chance

to follow yesterday’s debate in
Westminster, because | was defending
public servants in the annual witch-hunt
against them that follows the Audit
Office report on absenteeism. There

is a linkage because if we raise the
normal retirement age, trends will, over
time, worsen rather than improve, as
there is clear evidence that absences,
particularly long-term absences, are
greater among older people. Martin
mentioned some of the illnesses and
industrial injuries that people pick up.

| will probably have a new bow to use
when the annual witch-hunt report
comes out.

339.

Mr Mitchel McLaughlin: For me,
the discussion nearly circles around
paragraph 27 in the omnibus
submission.

As with welfare reform, we are an
Assembly that does not have full fiscal
authority, so, in that sense, it is more of
an administration than a government.

It is a question of dividing a cake that
is baked by someone else as equitably
as we can. Often, what confronts us,

as with this particular issue, is what
areas of programme funding would

you shut down to finance a local
response to what has been developed
at Westminster? It is simply to state
the facts and to explore what we can do
about that. | share the cynicism or the
scepticism about some of the figures
that are produced to scare politicians
here when looking at the range of
options and developing local solutions
to local problems.

Mr O’Farrell: There is a point to be
made on that, which dates back to the
Executive’s original decision to proceed
with this idea at a meeting in March
2012. As | am sure you are all aware,
the issue had been put on the agenda
of the Executive for two meetings, but

it had not come up, so the Finance
Minister invoked a “three strikes and I'm
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in” rule whereby it had to be discussed.
There is an issue of the willingness to
have it discussed in the first place.

The second question, therefore, is
what information did the Executive
have before them when they made
that decision? Since we last met

the Committee, we have received a
paper from the Government Actuary’s
Department estimating how it came
to the now legendary £262 million a
year figure. There is a serious flaw with
that on two levels. One is the actual
calculation, and Martin Toal may shed
some more light on it because it was
based on one scheme — the health
scheme — and extrapolating it out.
There are problems when you try to
extrapolate that.

Mr Mitchel McLaughlin: It was very well
described.

Mr O’Farrell: | am glad that the
Committee is clear on that. A

second concern, which arose during
negotiations, was how much information
the Executive had when they decided to
proceed. If their decision was based on
a flawed prospectus, the complication

is that the Executive have decided to
proceed with it, so we are going to
proceed with it. That is the catch-22 that
we are in at this stage in negotiations,
and it is a major problem. Therefore, the
Committee should examine the case for
introducing this legislation lock, stock
and barrel. It is an issue on which a
degree of railroading is going on.

As Bumper said, NILGOSC is now
looking at regulations, which, to put it
politely, is jumping the gun a little. Our
concern is that the Committee, the
Assembly that you are all elected to,
the Executive and the 250,000 people
who will be directly affected by this are
being railroaded based on inadequate
information. The Committee has a
role in taking a very strong look at the
primary legislation as it goes through
the Assembly. However, the secondary
legislation — the regulations — are of
key importance.
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Mr Graham: You mentioned the cost.
John has dealt with the fiction that is
the £262 million figure. It goes back

to the point that | made about the
impact on youth unemployment. Youth
unemployment is costing Northern
Ireland £300 million. If we can open
some job opportunities to young people,
there will be a saving on the £300
million. As it says in the quarterly report,
and we will provide it to you, there is not
just the immediate £300 million cost as
a consequence of youth unemployment.
You will find that if people do move into
employment, it is short-term and poorer-
paid employment, and there is a wage
scar that lasts 20 or 30 years.

| accept your point. This is an imperfect
place, particularly because of the way

in which the funding aspect is dealt
with. We are constantly being asked the
question: “what are you going to take
from x to give to y?”. Here is an example
of where there is an opportunity not to
give up anything from people’s existing
pension rights but to create labour
market opportunities for young people.
Youth unemployment in Northern Ireland
is one of the greatest issues that we
have to face.

Mr Mitchel McLaughlin: What | was
trying to tee up was a little short-
circuited. | think that we can rightly be
suspicious of the figures presented to
us. One of the reasons why the issue
was not taken up when it was first

put on the agenda for the Executive
had more to do with the fact that it
was still a work in progress as far as
Westminster was concerned, and there
was an argument that it was premature
and that we did not know what the
final outcomes would be, and that any
economic modelling we did could be
affected by changes or amendments
that emerged in that process.

Setting that aside, is there a case for
the trade union side either to produce
its own macroeconomic analysis, so
that we can have a common ground
discussion, or to propose that the
Executive and the trade union side
collaborate on that approach and
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establish agreed thresholds and
benchmarks to take this forward?

Mr Graham: We had hoped that, by
raising the matter with you and in our
submissions, somebody would pick

up the baton. If they were to do so,

we would be more than happy to work
with them in providing an outcome to
that research. If that is not going to
happen, we would have to look seriously
at whether we could commission
somewhere such as the Nevin institute
to do a piece of work for us.

Mr Mitchel McLaughlin: Would you
consider it tactically better to suggest
that there is a joint approach between
the Administration here and yourselves?
If that were rejected, you would move to
the option —

Mr Graham: That would be our fallback.

Mr Mitchel McLaughlin: OK. Perhaps
our Committee will consider —

Mr O’Farrell: That would be worth doing.
We could not really do it on our own
because we would not have access to,
for example, the full set of figures.

Mr Mitchel McLaughlin: That is why |
am suggesting what | am suggesting.

Mr O’Farrell: Speaking of figures, |
would like to make a small point in
relation to some of the points that
Bumper made. | came across an
interesting figure last week when looking
at some UK-wide figures for graduate
employment. As you are aware, Northern
Ireland is quite proud of the fact that

we have a much higher rate of people
attending higher or further education
than there is in most other parts of

the UK. At the same time, we have a
concern over what is popularly known as
the brain drain. This is the interesting
part of the figure: roughly 35% of the
population of Northern Ireland has a
degree or diploma. However, of all the
jobs in Northern Ireland, only 25% are
at graduate level. That is an interesting
cut. Where do the graduates go? They
go either into jobs for which they are
overqualified or they go elsewhere.
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It is worth noting — and this is why

| am raising the point under this
particular concern to do with the
public sector — that the public sector
is the main employer of graduates in
Northern Ireland. Compared to the UK,
and certainly compared to London,
there are very few graduate jobs in

our private sector. Something like

75% of all graduate jobs in the UK

are based in or around London, and
particularly in the corridor between
London and Cambridge. The remaining
25% of private sector graduate jobs
are scattered throughout the rest of
the UK. Northern Ireland, as | say, has
a shortfall. So, not only are we talking
about young people not getting an
opportunity to get public sector jobs, we
are actually talking about fewer young
people getting quality jobs; in other
words, keeping our graduates here.

It is not enough to employ young people
in Northern Ireland in jobs that do not
pay very well and do not have great
career prospects. The danger is that we
are removing another layer, on top of
things such as the recruitment freeze
that has been operating in the public
sector for the past four years. We are
adding to the complex issues and the
long-term problems that are coming out
of the brain drain.

Mr Toal: | will try to evaluate this from
a layperson’s point of view. | am not an
actuary or a professional on this, but

I will give you some of the dynamics
involved. If | were going to analyse the
figures, | certainly would not predicate
it on the health scheme. It is not that
the health scheme is any more difficult
than the other major schemes, but

the diversity and background in health
makes it so different. It is such a
difficult area to deal with.

Some of my colleagues may have briefed
you on this, but when you look, as we
have under Agenda for Change, at where
people lie in the banding structure, the
majority of health staff lie in bands 1 to
5. They are the domestic workers and
porters through to the first-line health
professionals such as nursing staff
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or allied health professionals. That is
where the bulk of staff lie.

You then have the other dynamics: the
senior managers and the medics. Every
medic coming into the health service
will have in their mind the objective of
becoming a consultant by the time they
retire. The promotion increase for those
people does not appear in any other
sphere in the public service, nor does
the money attached to it. So, you have a
distortion when it comes to increases.

| remember being party to the

changes that took place in the health
superannuation scheme in 2008, and

| remember the very same people who
predicated this information to you
saying that the changes made in 2008
made the health scheme sustainable
and viable. Now, all of a sudden, we
have that viability torn up and its
sustainability removed. We now have

a document, and it spooks me, too,
Mitchel, because | see £262 million that
may have to veer from some other area
of public service.

While | was talking to the security guy
outside, | was doodling about what this
means in layperson’s terms. Remember,
the vast maijority of the people in bands
1 to 5 are female. They are never going
to have a full pension, and the majority
of them are never going to work on

a full-time basis because of obvious
family commitments and having to take
time off. So, there are two things that
challenge the figures for the people in
bands 1 to 5. For band 1 workers the
people who sweep, clean and brush

our hospitals the final point of the
scale is about £15,000. That person
will generally work 20 hours a week.
However, let us say that they did work
the full 40 hours: they would likely get

a pension of about £4,000 a year. If
they did not take that pension and got
pension credit, the pension credit would
probably be about £2,500 had they not
opted into a pension scheme in order to
put their money into it in the first place.
This is the stark reality. Remember,
most of these people are not going to
see the promotional increases that other
members in the health service see: they
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are not going to see the stratospheric
figures that consultants see at the end
of their medical careers. Most band

1 workers, who sweep and clean your
hospitals, exit as band 1 workers with
£4,000, if they have worked 20 hours
a week for the full 40 years. That gives
you some dimension.

These figures do not tell the whole story.
Certainly, there is as much subterfuge
lying under these figures as there is
reality, because the people whom |
represent, who are at the lowest end

of the scale and who are getting the
short end of the stick, do not see that
being translated into their pay. A band 5
nurse is unlikely to work for 40 years: |
have yet to meet many female staff who
have exited with a full salary pension
and have worked full time for 40 years.
You are looking at a pension of about
£6,500 or £7,000 for someone who
has maintained life and limb and who
has physically done all the things that
people do in that sphere of work. That is
the reality of it. | cannot translate these
figures to some of the people whom |
know in the branch that | represent. It is
very difficult to see through the mist and
see where some of this goes.

It looks so clear-cut when it is put like
this: the overall pay bill in health sits at
£1-5 billion; take 7% of that, and, all of
a sudden, you will have £100 million;
then, translate that to every single
public service pension. It is such easy
economics. These people are smarter
than that. They should be made more
accountable for how they got to that
figure, given the reality that most of you
will know from relatives or constituents
who work in these areas. It is not just
me, Martin Toal, telling you this. | am
sure that your constituents will tell you
this as well.

The Chairperson: With reference

to equality, Martin mentioned the
effects on female workers. Some have
highlighted the situation pertaining to
female firefighters and the fact that
that has been screened out with a full
equality impact assessment (EQIA). Can
you give us any other examples, other
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than that of the firefighters, that might
be flagged up during the full EQIA?

Mr Graham: We raised various issues
in a number of submissions. One of
the section 75 groups that we have
concerns about are ethnic minorities
who, like a lot of people, probably

fall into lower-paid, part-time types

of occupations. It is those groups of
people who tend not to join pension
schemes. Pensions are complex even
for those of us who spend part of the
day every day on them. It is much more
complicated for people who do not have
English as their first language to try

to get through all the documentation
involved with pension schemes. We
pointed that out in the submission.
There are also some general age
implications with the various schemes
and the specific cases that have been
mentioned, such as the firefighters.

We fail to see how any fair and
reasonable person could come to the
conclusion that this has no section 75
implications. It is another classic case
of DFP working backwards. It started
with the decision that it wanted and then
tried to fill in only some of the gaps. It
was, at best, negligent in its work.

The Chairperson: Bumper, has the
Department given any commitment
to examine the feasibility of any of
the proposals that you outline in the
document?

Mr Graham: We have had two sessions.
We have not made much progress,

if any, in those two sessions. The
Department still refuses to accept that
pensions, as deferred pay, are a matter
for negotiations. Minister Wilson got

it wrong in an answer to an Assembly
question when he stated that they will
not negotiate on pensions because they
are not pay. Every legal definition states
that pensions are deferred pay.

Mr Cree: | have wee point on the fair
deal, which is interesting. Bearing in
mind that final salary schemes are
virtually extinct in the private sector,
who do you see paying the employer
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contribution if sections of people 373.
transfer to the private sector?
Mr Graham: If a private sector company 374.

wants to bid for and take on public
service work, it has to take on the
totality of the responsibilities that
come with taking on that work. As part
of the bid price, the company would

be provided with information on the
actuarial costs for the workforce and
then have to build those in. As | said
earlier, this is likely to be cheaper for
the company than having to provide
pensions and/or deal with the current
situation. If the company runs a project
— say it is a five-year contract — and it
gets admitted body status to the local
government scheme, its contribution
rate would be higher than the vast bulk
of the employers because it knows
that it is a short-term arrangement.

It would then also have to have a
guarantee that, if it lost the contract at
the end of the five years, it would pay

a significant lump sum to meet future
and contingent liabilities. If the contract
passes to company B, the contributions
are still being made, so the future and
contingent liabilities do not arise.

Mr Cree: It may well be, of course,
that those companies have a pension
scheme that is cheaper to them. You
treat it really as a non-cost to the
business. You have not thought of the
likelihood of some sort of ongoing
subsidy.

Mr Graham: | do not consider public
services as being a business for
capitalist fat cats to make profit out of.

Mr Cree: Surely that idea is a bit old-
fashioned.

Mr Graham: Not really. | heard Nigel
Smyth yesterday saying that it is good
enough for the public services to apply
the same sick-leave conditions that
apply in Great Britain. If it is good
enough to apply those conditions, surely
we should have consistency and he
should not be running around looking to
get corporation tax at 12-5%.

Mr Cree: | would like to continue this,
but obviously — [Laughter.]

The Chairperson: OK, folks. Thanks very
much for that.
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375. The Deputy Chairperson: We have
Bumper Graham from NIPSA, John
O’Farrell from the Irish Congress of
Trade Unions, Brian Ferguson from
UNISON, Nuala O’Donnell from the Irish
National Teachers’ Organisation, Jim
Quinn from the Fire Brigades Union and
Harry Baird from the FDA. | welcome you
all to the meeting and invite you to make
an opening statement.

376. Mr Bumper Graham (NIPSA): Thank
you, Chairman. | have a couple of quick
points to make. We got the Department
of Finance and Personnel (DFP)
composite response only yesterday.

We saw this morning the letter of 17
May to the Committee from the Finance

Minister.

377. By way of introduction, given the
comments about the Dracula film, if you
wanted someone to make an argument
for retaining blood banks, you would ask
Dracula to do it; if you wanted someone
to do the Treasury’s dirty work, you

would ask DFP to do it. Our initial view

378.

of the composite response is that, like
much else in this process, it is wholly
inadequate and glosses over a number
of the key points. Of concern to us

is that the response adds weight to
points made by one or two individuals
and to the Northern Ireland local
government officers’ superannuation
committee (NILGOSC) response.
However, the NILGOSC response did not
deal with policy; it dealt only with the
administrative impact of the changes

in the scheme. There is the usual
dismissal of trade unions’ comments,
but, most worrying in relation to the
response, is the decision to screen out
the equality impact assessment. We
heard from what has been said this
morning and what is in the response
that you cannot leave it to the secondary
stage for each of the schemes. The

Bill will provide the pitch, determine its
dimensions and what game is played on
it. Therefore, that needs to be properly
and fully assessed. The team that

you select for secondary regulations

is important and that, too, needs to

be assessed. However, it is critical

that there be a full equality impact
assessment at this stage.

We welcome the limited progress that
has been made. The Department has
now found some money to do further
work that it has commissioned to the
Government Actuary’s Department
(GAD) on the overall potential impact
on the block. However, it seems to

me that that is a gesture or nod
towards the Committee’s concerns

and our own, because it will not be

a detailed assessment; it will be
another skimming of the surface. |

am now thoroughly confused because
contradictory evidence now comes from
the Department as to how that will

be baselined. Are the 2012 triennial
evaluations happening or not? You can
only truly base the cost when you know
the full facts and figures; therefore, you
must do the 2012 evaluations.
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DFP conveniently misses the
macroeconomic point. We have never
argued that this will result in fewer jobs;
rather, it is about displacement in the
labour market. Even DFP officials should
understand the simple notion that if you
keep someone in work five years longer,
someone else will not be getting that job
for five years or until it becomes free.
Youth unemployment costs Northern
Ireland £300 million. Therefore, there is
a correlation between youth employment
and the wider macroeconomic issue of
keeping people in work for a lot longer.

| turn to the letter from the Finance
Minister. Fortunately, the Committee
has picked up a number of the points
that | would make. Who is the director
of this film? Is it the Northern Ireland
Assembly, with Members playing a

key part, the Finance Minister or DFP
officials? Or, as | suspect, is the real
director — and perhaps the puppet
master — the Treasury in London? | am
not convinced, from what | have heard
this morning, that there is any genuine
attempt to engage trade unions properly
in determining what those directions
may be and consultation on how scheme
evaluations should be done.

We have already covered the GAD
assessment point. The letter is, to some
degree, mischievous; it will not bring
us to any better understanding. For
instance, what we did not hear about,
and what is not in the letter, is the
health scheme that was used as the
model for this. GAD based the current
health scheme costs on 28%, although
the Department of Health says that the
scheme costs are 21%. That anomaly
has yet to be addressed. Does the
Department intend to revisit the health
scheme when it comes to the GAD
estimate?

Mitchell McLaughlin pressed the
Department on the Hutton report. For
my sins, | have met Hutton and read his
interim and final reports. Hutton merely
acknowledges that there are some
macroeconomic outcomes from this, but
he did not do an analysis, on a UK-wide
or Northern Ireland basis, of the impact
of his proposals. To be fair to him, he
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said that there will be an impact, but he
has left it to others to assess what it
may be.

We then turn to the economic priorities
set by the Executive: dealing with youth
unemployment and social deprivation.
The Public Health Agency recently
published figures showing that life
expectancy for males varies from
between 72-6 years and 80-1 years,
depending on whether you live in a
deprived area or in one of the most
affluent areas. For women, the gap is
slightly narrower: between 78-9 years
and 83-4 years.

| assure you that of the hundreds

of thousands of people whom we
represent, not even 1% could be
deemed to be living in the least deprived
areas. When the average pension

paid to a woman in the NILGOSC
scheme is £2,800 a year, you can

see that that puts them into the most
deprived areas. Therefore, there are
issues about inequalities around the
age of retirement, but there are also
inequalities in life expectancy and in
the standard and quality of life that our
retired members and citizens should
expect.

| recommend the Institute of Economic
Affairs report, ‘Work Longer, Live
Healthier’ to you, but only if you are

an incurable insomniac like me. It

is probably one of the most turgid,
inconclusive and inaccurate pieces of
research that | have read in a long time.
| noticed that the DFP officials —

Mr Mitchel McLaughlin: Is that why you
recommend it to us? [Laughter.]

Mr Graham: It has not cured my
insomnia. | noticed that the DFP officials
were selective in their quotations, so

| will be equally selective in mine. The
report says:

“On the whole, it is found that poor health is
likely to precipitate retirement, and that this is
likely to lead to a finding of a “false negative”
effect of retirement on health. In other words
... poor health can lead to retirement”.
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The point that we have been making
about “cap and collar” is that if you
make people work longer, there is more
likely to be ill-health retirements. That is
the most expensive cost in any pension
scheme and, therefore, the cap will be
exceeded. That is a direct consequence
of the employer forcing people to work
longer, which was not addressed in the
DFP response to the consultation.

Those are the main points. The last
session worried me slightly because

it appears that there is a “race to the
bottom” approach. Hutton said that he
did not want this to be a race to the
bottom. However, when the Pensions
Policy Institute says that the totality

of these pension reforms will reduce
the value of pensions by 33%, you can
hardly describe that as a rising tide
lifting all ships. In effect, it will sink the
value of public service pensions and put
people in poverty for much longer.

| welcomed the point that was made
that scheme valuations will be done by
DFPR Will they be done by DFP or will DFP
subcontract them to that very expensive
outfit called GAD? We need to press DFP
on whether it will be done in Northern
Ireland or whether it will be merely
subcontracted.

It seems to the trade unions that every
time we appear before you and listen
to DFP officials, and in our discussions
with them, everything is built around this
magic timeline. There is an indecent
rush to meet the timeline rather than
carry out a full and proper evaluation
of the implications for the Northern
Ireland economy and the impact on our
members. DFP would rather tick boxes
in its annual report to show that it has
met timelines that have been set by a
third party — the Treasury in London.

The Deputy Chairperson: Thank you,
Bumper. Have you had any further
engagement with DFP officials since our
last meeting? If so, to what extent were
your proposals examined by them?

Mr Graham: We have not had a meeting.
| think that one is scheduled for the
week after next, but there has been little
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or no progress. The only progress would
be anything that is covered by what has
been discussed this morning; the likes
of asking GAD to do another skim on the
£262 million.

The Deputy Chairperson: You mentioned
the DFP response to the consultation
and the equality impact assessments
(EQIA). What other major issues do

the trade unions have with the DFP
response to the consultation?

Mr Graham: As | attempted to outline, it
is not a weighted consultation response.
DFP is paying as much attention to

one person who says, “This is a good
idea”, as it does to the trade unions
representing over 200,000 people
affected by this.

The Deputy Chairperson: So, you are
saying that there is an imbalance?

Mr Graham: Yes, and DFP is cherry-
picking where it thinks there are
positives for it, and there is a negation
in not dealing with the issues identified
in the composite response from the
Irish Congress of Trade Unions and

in the various individual trade union
submissions.

The Deputy Chairperson: You said at
the previous meeting that you would
write to the Equality Commission to
complain about the Department’s
equality screening exercise. Have you
had a response to that letter? If so, will
you share it with us?

Mr Graham: We did write to the
commission, and we have had a
response. The Equality Commission

has taken the line that, rather than
engage with us directly, we should seek
to have an individual lodge a formal
complaint, and it will follow it up through
that methodology. We will share the
correspondence with you.

The Deputy Chairperson: Thank

you. How might the trade unions
contribute further to establishing a full
macroeconomic impact analysis of these
policy proposals?
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Mr Graham: We have done some work
ourselves. At the previous meeting,
we presented work done by the Nevin
Economic Research Institute. | am
conscious that DFP always wants to
save money, so we are prepared to
assist it in doing that. That is why we
are suggesting a single review that
would look at a wide range of issues,
including the macroeconomic ones.

Also, rather than looking at it on a
scheme-by-scheme basis, it would look
at the impact of increasing the age of
retirement. That should be a single
examination. In England and Wales, the
health scheme is looking at the impact
on the health service of an increase in
the age of retirement. That has been
suggested to the Department of the
Environment’s review group here in
relation to the NILGOSC scheme. We
would be content for there to be a single
holistic exercise embarked upon that
looks at the totality of the issues, and
we would assist DFP in its expenditure
on such an exercise. We would
contribute directly and also through the
Nevin Economic Research Institute.

The Deputy Chairperson: What is your
view on the move from the final salary
pension scheme to the career average
revalued earnings (CARE) option?

Mr Graham: It is fair to say that there
are different views among the trade
unions. Some people see it as a
balancing of “high-flyers” and “low-
flyers”, as DFP calls them. | think we
can find better terms; | would not seek
to refer to workers delivering important
public services as “low-flyers”. It
certainly provides equalisation to some
degree, but | think you need to examine
in great detail what it means for people
in different case studies. Also, you have
to look at the variable ages of retirement
and the accrual rates in the different
schemes. You cannot just pick an
example from the Civil Service scheme
and compare it directly to someone in
the fire scheme, the teachers’ scheme
or the health scheme, because the age
of retirement, the contribution rates that
members pay and the accrual rates all
differ.
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The Deputy Chairperson: In your
presentation, you criticised the
Department for rushing too quickly with
the whole process, but the Department
would argue that delay is costly.

Mr Graham: | referred to that in the

first evidence session, when the Public
Service Pensions Bill was having

its Second Reading in the House of
Commons, and the Finance Minister
asked Danny Alexander what would
happen if, for technical or other reasons,
as opposed to policy objections, we
were unable to meet the deadline. The
response was that it would be discussed
at a forthcoming meeting of Finance
Ministers. We have yet to hear whether
it was discussed at that meeting, and, if
so, what the outcome was. In any case,
we question the figure of £262 million. |
do not think that it is right, fair or proper
to force the hands of the Assembly and
to do detriment to our members on the
basis of a timeline that was set not by
anybody in Northern Ireland but by the
British Treasury in London.

The Deputy Chairperson: In your view,
what are the advantages of slowing
down the process?

Mr Graham: Unless | say this, | will

be accused of not being transparent.
Anything that we can do to slow it down
clearly assists our members in that they
will not face the detriments. They might
get this later, but if we can avoid them
getting it sooner, that is a star for the
trade unions.

To be fair, this is a devolved matter,
and it is only right and proper that the
Committee and the Assembly make a
full and considered assessment of all
the facts. Reference has been made to
a decision of 8 March by the Executive,
when they took the decision in principle.
What detail did they have when coming
to that decision? Likewise, we got the
composite response yesterday. | am
not sure when the Committee got it,
but there is a letter of 17 May from

the Finance Minister. How much detail
did he have? Did he go through all

the responses, or did he leave it to

the inadequate composite response
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prepared by DFP officials before coming
to the view that he is content?

Mr McQuillan: What research have you
done into youth unemployment and the
correlation with people retiring later?

Mr Graham: The last time we were
before the Committee, we presented
and forwarded on the quarterly
economic review, which focused on

youth unemployment in Northern Ireland.

I made the point earlier that if you are
keeping people in jobs for two, three,
four, five or eight years longer, those
job opportunities are closed off for
that time.

One thing that we could ask of all

the Departments and the NDPBs is
this: what is the churn rate in respect
of their employment, and what are

the implications of people staying
longer in jobs vis-a-vis the recruitment
process? Anecdotally, we can say quite
clearly that recruitment has slowed

up across all our public services as a
consequence of the imposition of the
austerity measures. So, there are fewer
jobs becoming available, and that has
direct consequences for the labour
market, and, particularly, for youth
unemployment.

Mr McQuillan: Where do you suggest
that the Executive find the cost for
holding this up? Where do we take the
money from?

Mr Graham: We first have to assess
that cost. | think that Grace said that
the £262 million could be 50% out. If
it is that far out, it will, hopefully, come
down considerably. However, it is a
question of what price you put on the
Assembly and Executive meeting their
proper responsibilities in dealing with
primary legislation for this part of the
world, as opposed to being told, “If you
don’t do it, we are going to hit you with a
penalty”.

| think that the Treasury has to be told
that what might have been its timeline
for England and Wales, which was not
the timeline that Scotland wanted but
will probably be forced upon it as well,
is not ours. This goes to the heart
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of asking what the point is of having

a devolved Administration. Are the
devolved Administration merely nodding
ducks for London or are they serving the
people of Northern Ireland?

Mr John O’Farrell (Irish Congress of
Trade Unions): | will add a small point,
Mr McQuillan. | am sure that this
Committee, more than any other at
Stormont, is fully aware that estimates
of cost can vary widely and quickly, not
least, for example, those on the varying
rates of the potential cost of devolving
corporation tax. In two months, those
estimates went from around £200
million to £700 million. These things are
variable.

From the word go, we have argued
consistently that it is worth making an
investment to make sure that the figures
are right before we leap into something
as substantial as this, which will have
an impact on the labour market here

for at least 50 years. You do not get a
chance to do this every couple of years;
it will have a major impact.

On the broad issue of information, | take
this opportunity to clarify an error that |
made in my most recent evidence to the
Committee, which Mrs Nesbitt was kind
enough to correct when she followed

us in that session. If | recall correctly, |
stated that the Executive took a decision
in March last year to go ahead with this,
based on a very limited — a one pager
essentially — briefing document from
DFP officials. Mrs Nesbitt clarified that
the estimate was given to the Executive
in November, and not March as | stated,
for which | apologise. What she did
reveal was:

“The decision taken by the Executive on 8
March last year was not actually a result of
the three strikes.”

That was a reference to Minister
Wilson’s insistence that this be
discussed. She continued:

“Also, at that stage, and | think that it is
apparent from the information” —

blah, blah, blah — and then, basically,
about the GAD she said:
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“the Executive, at that date in March, did not
have any figures”.

So, the ball got rolling at the Executive
in March last year with no figures
whatsoever. It was clarified when the Bill
was introduced in the Assembly by the
Minister, when he did have this figure,
and the point about the £262 million is
that we would like to have it seriously
questioned. We believe that doing that
and looking at the broader implications
of the Bill is the role of a scrutiny
Committee such as this.

Mr McQuillan: | have a great sympathy
for the people who will be affected by
the Bill going through, but the unions,
and basically Bumper, with his pompous
attitude towards the Committee and

the Department, do their members a
great deal of harm. | would just not like
to be dealing with him on behalf of the
Department. It has a hard job dealing
with the unions.

The Deputy Chairperson: Well, that is
your personal view —

Mr McQuillan: Yes, it certainly is.

The Deputy Chairperson: — and |
could not possibly comment on that.
[Laughter.]

Mr McQuillan: That is all right.

The Deputy Chairperson: | move on to
Mitchel McLaughlin.

Mr Mitchel McLaughlin: On the

broad macroeconomic reality, there is
probably quite a lot of common ground
between the parties in the Assembly
and the workers and members that
you represent. We are Members of a
devolved Assembly that does not have
fiscal controls, so we have limited
ability to put our handprints on policies
to make them just and equitable for
everyone.

That is a given. There is not even
agreement between us about what kind
of fiscal powers we should go for. My
party has a very firm view that we will
not rebalance or rebuild the economy
or deal with the inequities that already
exist unless we have the tools in the
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toolbox. However, that has to be agreed
by the parties. As we have seen with
the corporation tax debacle, we also
have to get the Treasury and the British
Government to agree to hand over those
powers. That is a given in this scenario,
and it is the reason why | use it as a
preamble.

Bumper, | thought, dealt head on

with the attitude of the trade union
movement to the reforms coming down
the line. If they can be slowed up, fair
enough. | would not expect you to say
anything other than that. You gave a
fairly forthright answer to Dominic’s
question about the new regime, or the
replacement to the final salary scheme.
The Executive cannot afford to disregard
the implications of not adopting the
scheme that Westminster will impose.
Not doing so will bring a price tag. In
those circumstances, the choice for
the Assembly would be between which
essential services should be sacrificed.

Your response gives me some
encouragement that we could have

a joint approach. If the trade union

side formally works out its attitude to
pension scheme reform and engages

on that basis, | think that this scrutiny
Committee would find it possible to lend
its weight to a joint enterprise to work
out the macroeconomic implications.
The scheme has to be financed in

some way. | am a trade unionist by
background. Inequities have developed
over the years. | am very good at
dancing on the head of a pin at times,
but | do not think that we can do that
forever. There are issues that have to be
addressed.

In my view, the Department is dancing
on the head of a pin on this one.
There is not an adequate information
background to inform this decision. It
is not good enough to say that we are
being driven in this direction by others.
If there is any logic to the devolved
arrangements, it is that we say, “Let
us take a look at this. Let us make
decisions insofar as we can.”

We will not resolve the fiscal issue.
There has to be a reality check for all of
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us in respect of what can be done. We
can argue the bit out, and it will happen
anyway; or we can say, “We are going to
sit down on the basis of our attitude to
what you want to achieve. Let us work
out the macro social and economic
implications and come up with the most
equitable solution.” | think that you
would bring the Assembly with you if that
approach could be formalised in some way.

436.

Mr O’Farrell: | will say something quickly
on that, Mitchel, which will also address
the point that Mr McQuillan made
earlier. The Department is not proposing
that £262 million be taken out of the
block grant and that, therefore, the hit
will be taken by the entire Executive.

It has become quite clear from the
“negotiations” as we call them and
“consultations” as they call them, that
we have held with the Department, that
it will propose devolving the cost to
each Department. Therefore, if changes
are not made within the prescribed
timetable, the Department of Health will
take a hit on its scheme, but not the
overall Executive. By the estimate of
GAD, this will mean £100 million a year
being taken out of the health budget.
The estimate for education, which is
extrapolated from the modelling based
on the health scheme, is around £60
million. There will be a substantial hit
for the Department of the Environment,
which does not have a particularly big
budget, especially when compared with
Health or Education.

You can see what is going on here.

The responsibility is essentially being
shovelled down and down and down.

It is going down from the Chancellor of
the Exchequer to the Treasury, to the
devolved Administration at Stormont,
and to the Department. It keeps going
down and down and down. Where does
the responsibility stop? Who is going to
pick up the tab in a real and meaningful
way, not just fiscally but politically?

438.

There is a curious and worrying level of
unwillingness to take responsibility for
this. It will also be intimidating for each
individual Department, Minister and
scrutiny Committee. When it comes to
negotiating the secondary legislation
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and the regulations, it will be made
clear to Departments from a very early
stage what it will mean for them . So,
you can see that this Committee has a
particularly important role to play, which
is to try to extrapolate for the benefit
of the whole Assembly and the whole
Executive the bigger picture of what is
going on.

Mr Mitchel McLaughlin: | am trying

to make a point. | can make it only

as an individual member; | am not
speaking for the Committee. If you have
a decision to make, a decision will be
made. That decision could be to defend
front line services as opposed to the
current pension arrangements. | know
that I, as a socialist, will vote to save
the services. You have to take that into
account. You have to find some way of
having a meaningful negotiation and
process.

Mr Graham: In response to that —

and, to some degree, in response to

Mr McQuillan — | will say that the job
of trade union officials is not just to
protect and promote the existing terms
and conditions of our members but to
enhance their terms and conditions.

| would not like to be a trade union
official who goes in and says openly,
“My job is to do the workers down.” In
2005-07, on the last set of reforms,
the bulk of the unions, by and large,
reluctantly accepted that you had to deal
with costs going forward and agreed

to enter into discussions on the cap
issue on a scheme-by-scheme basis.
We did not get a chance to engage in
those negotiations, because Hutton
came along and the rug was pulled out
from under us. | make no qualms about
saying, “If | can stop this; brilliant. If |
can delay it; good.” That is my job. That
is the job that | will prosecute to the nth
degree on behalf of my members. If that
makes life difficult for politicians —

The Deputy Chairperson: May | interrupt
there? When | asked you the question
about slowing the process down, that
was not just in relation to mitigating or
delaying the effects on your members.
What | had in mind is that a longer
period may give us the opportunity to
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shape a scheme that is better for the
place in which we live.

Mr Graham: | was going to come to
that in the second part of my answer,
Dominic. | make no apologies for
doing what | am charged to do. Going
back to 2005-07; that was a difficult
pill to swallow, but we were prepared
to swallow it. | think that there is still
scope to do that.

The reason why we are suggesting

that we take a much wider review and
assessment is because of the serious
question marks about the £262 million
and, and more importantly, that other
costs have not been factored in. If we
can prove to the Treasury that the cost
of keeping x hundred or x thousand
people on the dole queue for two, three
or four years longer is y, then y could be
a saving from the social security budget.
Public servants would retire at the ages
that they previously held jobs, live off
their pensions, and not be claiming
other social security benefits, because
they would probably not be entitled to
claim them. It is about trying to deal
with the totality of costs. If there is a
big fault line in what Hutton did and
what has happened subsequently, it is
that they looked at only one side of the
coin, namely the cost of paying for public
service pensions. They did not flip the
coin and look in detail at all the other
costs.

Mr D Mcllveen: | love the world in
which the trade unions aspire to live.

| want that world. | genuinely do. The
problem is that we are not in it, and |
think that we are a long way from it.
Some comments have been made this
morning that have been thrown out there
to provoke conversation and debate, but
some irresponsible terminologies have
been used. | do not think that to delay
something is good if we are delaying
something that is inevitable. The term
was used earlier that the Treasury is the
puppet master. Unfortunately, as well

as possibly being the puppet master,

it is, more relevantly, the paymaster.

It is the paymaster to the tune of £11
billion a year above and beyond what
we are bringing in. As we all know, that
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is largely down to a public sector that is
already fairly overinflated. | am not for
one minute suggesting that there should
be a radical cut or cull in the public
sector, but we have to accept the facts
as they are.

John, | have found in your evidence
and in previous evidence sessions that
your points are made very articulately,
and | quite enjoy listening to them.

You asked who picks up the tab, and
the Department has kind of told you
who picks up the tab. You were able

to tell us, effectively, who picks up the
tab. | have to ask that question to you,
and | am yet to receive an answer.

We have heard a list of problems and
concerns this morning, and it is good
for us to hear those. We need to hear
those. Unfortunately, we have heard
very little in the way of solutions. The
bottom line is that if we are delaying
the inevitable, we are delaying the
inevitable at a financial penalty, which
is not good for the economy of Northern
Ireland as a whole. It puts us in a very
difficult position where we then have
to find somewhere to make those cuts
accordingly. | accept that it is not a
good position to be in, but | just do not
see how, with any degree of credibility,
we can tell the Treasury that it will play
by our rules when we are so financially
dependent on it.

Someone asked: what is the point of
devolution? The point of devolution is
for us to make decisions and divide the
block grant as fairly and responsibly

as we possibly can for the benefit of
everyone in Northern Ireland, in the
private sector and the public sector.

Corporation tax has been spoken about
this morning. Obviously, we are still
fighting for that, but it is widely accepted
that it will become a reality only if it can
be argued that it is cost-neutral to the
Treasury. The Treasury will not subsidise
the private sector. It will allow this to
happen only if it is not at a cost to it.
Therefore, we have to ensure that we are
arguing on that basis as well.

| do not want it to appear that this side
of the table is completely against the
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unions and the public sector and very
much in favour of the private sector
over the public sector. That is not the
case, because we are not arguing for
something in the private sector that

we would not also argue for the public
sector. It should be fair, but | am yet

to hear this morning or in any of the
evidence sessions previous to this

one where we pick up the tab. Once
the penalties are imposed on us, we
can blame the bankers and the private
sector — we can blame everyone,
including the cows in the field, for what
has happened — but the bottom line is
that it is there and we have to deal with
it. So, | am looking for solutions. | have
not heard them, unfortunately. If we can
hear them, we can obviously take that
back.

| am not sure what the motivation was
behind what Bumper said, but it would
be incredibly irresponsible to delay
something that will impact on us with a
huge financial penalty in the knowledge
that it will bring us to where we are
today anyway. | think that that would

be morally redundant and incredibly
irresponsible. If we can find solutions,
let us hear them.

Mr O’Farrell: | agree with you, Mr
Mcllveen, that morality is an excellent
place to start in politics. It is very
important. We are presented with a
bean-counting attitude in this. Mrs
Nesbitt and Bumper both referred
earlier to a document by the Institute of
Economic Affairs, which is well worth a
read. Essentially, it argues that it is a
very good thing that people are forced to
work longer and it cites some obscure
statistical research that shows that
people who retire get ill at some stage.
So the argument is basically that if you
can get people to work longer, they will
not get ill later in life. It is like making
the case for welfare reform along
these lines: “Obesity is a public health
problem that particularly affects poor
people so, if we cut their benefits and
wages, they may slim down a bit.” That
is an utterly weird way of looking at the
world. The difficulty is that we tend to
forget that this stuff is not just about
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bean counting; it is deeply ideological
and there is a huge amount of spin
going on.

Mrs Nesbitt referred earlier to a
document produced by the Pensions
Policy Institute. | saw how that

was reported in the popular press.
Unfortunately, | have to read the ‘Daily
Mail” every day. It was reported that that
highly respected think tank — experts
on pensions — stated that public
sector pensions were worth way more
than private sector pensions, so public
sector workers deserve everything that
is coming their way. | thought that that
was a bit odd, so | rang up the author
of the report in London. | can tell you
that he was spitting tacks about the
way the report was being covered. The
report stated that the Hutton reforms
on public sector pensions were cutting
the value of pensions for public sector
workers by one third, which is way more
than the spin that was about two or
three years previously. It was a serious
report, written by serious researchers.
The journalists had pulled one line
from the report that said that public
sector pensions were still better than
private sector pensions, which are,
unfortunately, even worse. The attitude
was, “Well, that is all right then.”

You can see what we are getting at. |
am sorry to say that the issue is to do
with ideology. That is the way the whole
issue is being pushed. The generation of
my parents and yours agreed that it was
a good thing that people did not have
to work until they dropped. There was
an attitude that was a part of the great
post-war consensus that people had a
right to retire and enjoy their retirement,
rather than be forced to work until they
are 68. These proposals are seriously
suggesting that, when your house is on
fire, a 59-year-old firefighter should be
shimmying up a ladder to rescue your
family. They are suggesting that police
officers up to the age of 60 should deal
with God knows what in the streets, and
that prison officers aged 66, 67 and

68 should deal with the consequences
of what those police officers have to
deal with. There is a broad ideological
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argument here that is well worth having,
and it is to do with quality of life and
how we respect older people and public
sector workers. This whole debate has
been essentially poisoned by people
who could, at best, be described as
bean counters and, at worst, as rather
mean-spirited. That is a debate worth
having.

Mr D Mcllveen: Let us try to take it

out of ideology and back to the facts
that you have presented this morning.
Let us argue that it is a good thing for
someone to retire at the age that is set
at the minute. People will inevitably get
sick at some point in their retirement. |
agree with you: | am sure that, whether
you are retired or not, people will still get
sick. How can it be argued that a £100
million reduction in the health budget is
a good thing for those people?

Mr Graham: | will pick up a couple of
points on that. If you follow some of the
commentary that is in the research, you
will see that, in essence, it is saying
that people in retirement get sick, but
the question is when they get sick. It

is always going to be the case that,

the older you are, the greater your
propensity for ill health. We are saying
that if that person is in a pension
scheme, the most costly element of that
scheme would be paying ill health early
retirement benefits. Again, it is about
having to look at the total costs and
where those fall.

Likewise, as John and | have said, it is
estimated that the totality of the impact
of the pension reforms is to reduce the
value of public service pensions by one
third. Pluck a figure out of the sky. Say
that £1 billion in Northern Ireland is
spent on public service pensions. If that
reduces to £666 million, where does
the other £334 million go? It does not
go into the Northern Ireland economy.

It does not have the multiplier effect
that money spent in the local economy
has. That is the point we are trying to
make about why there is a need for a
full, comprehensive macroeconomic
assessment. As | have said, to date,
only one side of the equation has
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been addressed. The other side of the
equation has not been looked at.

Mr D Mcllveen: | completely accept that
we are dealing with “what ifs”, and that
is why | would rather try to stick with the
facts. The bottom line is that, whether
we like it or not, if we do not meet the
deadlines that are upon us, as things
stand, we will be financially penalised.

Mr O’Farrell: With respect, Mr Mcllveen,
that is not a fact; that is a demand.
What you are getting from the Treasury
is a demand; you are not getting the full
facts of the issue. We are saying that
we should look at the full facts. There
are serious questions to ask. If there is
a cost, as Bumper referred to, where is
that going to come from? You mentioned
£100 million from the health budget.
That money is devolved. However,

other forms of government spending
are not devolved. They come directly
from Westminster, and it works both
ways. The cost of the benefits system
largely comes from the Treasury; it does
not come from the Northern Ireland
Assembly.

Mr Girvan: It might.

Mr O’Farrell: It might at some stage,
but, at present, it does not. However,
you cannot really calculate the impact
of what we are talking about without
bringing in the potential cost to the
social welfare benefit system. Likewise,
there is the issue of revenue raising.
Lots of taxes are collected in Northern
Ireland. One of the problems, as Mitchel
pointed out — you may or may not agree
with where he wants to take this, but
you cannot deny the facts — is that

the vast majority of taxes collected in
Northern Ireland do not go anywhere
near this Administration. They go
straight to Her Majesty’s Treasury in the
form of VAT, income tax, etc. So there

is a broader issue regarding the overall
cost.

Although we disagree with the idea
of cutting corporation tax, it is a
good example to raise, because it
was a revealing way of looking at the
mindset that you are dealing with at
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HM Treasury. It would not take into
account any increased tax revenues

if there were greater employment as

a result of cutting corporation tax. We
disagree with that policy. However, the
proponents of it said that you would
have more people working and more
people spending in shops. That means
more income tax and more VAT going
to Her Majesty’s Treasury. The Treasury
would not take that into consideration. It
would just keep adding the cost of a cut
in corporation tax, what it would not be
collecting, and so forth. It is a stacked
deck, and we need a deck that, at least
in respect of the information we have,
allows us to see the bigger picture and
the facts of the situation, rather than a
series of assertions from HM Treasury.
My argument to all members of the
Committee is that our job is to protect
our members. Your job is to protect

the taxpayers of Northern Ireland, who
are being offered a bum deal by the
Treasury. This Committee has a role in
exposing that.

Mr D Mcllveen: | always like to try to
keep things simple and to deal with

the facts as we have them. This is a
devolved Assembly, and it is devolved
from the UK Treasury when it comes to
the financial side of things. | have said
this once, and | will say it again: the
Treasury is subsidising Northern Ireland
to the sum of £11 billion a year. We do
exceptionally well out of it, compared
with where we would be if we were
standing alone or in another jurisdiction.

Mr Graham: That must be a reference to
Scotland. [Laughter.]

Mr Mitchel McLaughlin: Excuse me
while | bite my nails. [Laughter.]

Mr D Mcllveen: | asked how it benefits
your members and the people we
represent if budgets from other
Departments are sliced. This is going
to happen; | am absolutely sure of that.
| cannot see a way in which it will not
happen. We are trying to saw sawdust.
It simply does not work. | asked how it
benefits your members if £100 million
is taken out of the health budget. | still
have not received an answer.

462.

463.

Mr Graham: David, | accept the

point that you make. In a variety of
Committees that we appear in front

of, we are asked, “If we do x, what

is that going to do to y?” Those are
hard decisions. We are saying two
things. First, we do not believe that the
information about the costs, and so on,
is valid. We want to test that. In doing
S0, let us test it on the widest possible
basis, including potential health costs
of people working longer and social
security costs of blocking employment
opportunities. Remember what | said:
we reached agreement with government
and the employers five or six years
ago on revised schemes that looked

at things such as cap and collar, and
some increased contributions from

our members. That was not allowed

to progress. We are prepared, in the
context of Northern Ireland, to go back
and enter into those negotiations in
the hope that it produces a better deal
for our members, which has to be our
primary focus, and that it represents

a better solution for Northern Ireland,
rather than just taking what is being
forced through from London.

Mr Harry Baird (FDA): For clarification
on what David was saying, and picking
up on what Mitchel has said, you have
probably made the best case yet for a
full macroeconomic assessment. At the
start, you asked who pays, and you said
the Treasury. From our point of view, the
only people paying at the minute are our
members. On the macroeconomic point,
we have bandied figures about. It may
well be, to the surprise to everybody,
that there is a real saving. We all

know that the £260 million figure is,
essentially, rubbish. We do not know
what the real figure is. You have quoted
£100 million from the £260 million. In
fact, we have no idea what the figure is.
We certainly know that, at the minute,
the only people who are paying are

our members. We started to pay two
years ago. The macroeconomic issue is
absolutely critical. With respect, nobody
can answer your question until that is
clear.
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Mr O’Farrell: In the last part of her
evidence this morning, Mrs Nesbitt
made it clear that the point of the whole
exercise is to save money. Let us say
that the figure is correct, and that you
are going to have x amount taken out,
Department by Department. Either way,
it is going to happen: if it is not taken
out of those Departments, it is still the
same ballpark figure that is not going

to end up in the private sector through
discretionary spending, supporting

local shops, and so on. The single

most important economic fact about
pensioners is this: they spend their
money. They do not save it; they do not
squirrel it away. That is always the best
argument to make for increasing the pay
of low-paid workers.

468.

If I may finish with a short anecdote,

a couple of years ago, | had the
pleasure of having a little chat with a
representative of the Bank of England,
who | am sure you have all met at the
Committee. At that time, | was involved
with a trade union campaign on the
state pension, which we were hoping
would be increased to the level that

it was at before Thatcher cut the link
to earnings back in 1980. It had been
calculated that if the link to earnings
rather than to inflation had been kept,
the state pension at that time would
have been £180 a week instead of £95
a week.

| asked the representative of the Bank
of England how quantitative easing
worked. | said that it could be a very
good way to pump more money into the
economy without necessarily giving it

to banks first so that they could take a
massive cut. | said, “This is what you
should do: double the state pension
overnight.” If you give it to pensioners,
they will go out and put money into local
shops and local pockets. They will spend
it in the economy. Naturally, she looked
at me as though | were completely mad.
She said that the only way in which
quantitative easing could work would

be to give vast amounts to banks. Of
course, as we all know, that has been a
wonderful success. It has trickled down
wonderfully.
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The point is that, whether the figure of
£262 million is right or wrong, it will
come out of the economy either way. We
are saying, first of all, let us study the
figures and the facts to work out what
the full economic costs and benefits are
of proceeding. Let us deal with the facts
as they actually are, not as some bean
counter or wonk in the Treasury wants
us to believe them to be.

Mr Jim Quinn (Fire Brigades Union):
May | make a point?

The Deputy Chairperson: It would need
to be very brief because members are
waiting to ask questions.

Mr Quinn: A couple of very important
points were raised. A question was
asked earlier, and nobody has really
answered or commented on it. It was
about equality impact assessments
and where they should sit in the
whole process. The view of the Fire
Brigades Union and, | am sure, that
of my colleagues, is that it should be
at primary legislation stage because,
put very simply, if you leave it until
secondary legislation or the setting up
of the schemes themselves, it will be
too late. For example, in our scheme,
the age of 60 is part of the primary
legislation. If you go to the EQIA after
that — we know that that will impact
adversely on females — all that you
will be able to do is mitigate it by
actuarially reducing pensions. In other
words, female firefighters who join a
pension scheme will never realise the
full scheme. All that they will realise is
a reduced pension. In our view, that is
inherently unfair.

That needs to be dealt with at the
primary legislation stage. That could be
done around this table. It is not all about
macroeconomics and Westminster. That
is something that we could do locally.

It should be done immediately, and
cognisance should be taken of it. They
have fudged the issue and put it on the
back-burner. It will never see the light of
day. For female firefighters in particular
in Northern Ireland, the normal pension
age of 60 will not be achievable. We
urge you to consider that when you look
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at the process of how you actually get
round to carrying out an EQIA.

The Deputy Chairperson: OK. Thank
you very much. Leslie, | know that some
members have to leave. Perhaps we
could move along a bit more quickly.

Mr Cree: You have certainly been very
generous, Chair, in allowing this social
debate. | do not know whether we got
much evidence from it. However, it

has been stimulating. | will resist the
temptation to get involved in that, apart
from to tell Harry that the taxpayer pays
into those funds as well. That is a very
important point.

To be objective, we are talking about

a change in a final salary pension
scheme. The private sector cannot
afford those schemes any more. That

is the reality. Why should the public
sector be able to do it? The second
point, which is really the one on which |
would like to see whether there is some
accommodation, is this: if we eventually
have to accept the fact that final salary
schemes are gone, do we accept
something like a career average or
money purchase scheme, or whatever?
Why do the unions not help us by
coming out with a clear answer?

Mr Graham: On the issue of public
versus private, the TUC issued a report
last week on the state of pensions
generally in the UK. They are at a
lamentable point. Rather than improving,
they are getting worse. Hutton said that
he did not want his reforms to be a race
to the bottom. There is an issue in that
private sector employers have been
fleeing away from final salary and other
decent pension schemes. There is a
much wider debate to be had about how
we provide for decency in retirement for
every worker. Lord Turner was mentioned
in the DFP composite response. His
report sets out levels of what he
believed should be income thresholds
based on a percentage of earnings. |
think that that is a fair way to address
decency in retirement for all workers.
The Turner report should be looked at in
that regard.
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Looking forward, the trade unions did
and do recognise that there are issues.
We have sought to address the issues
with regard to the most recent set of
reforms. We are willing to continue with
the negotiations that we said we would
fully enter into. We did not close the
door on those negotiations. In respect
of those reforms, the door was slammed
in our faces by the Government. They
closed the door, not us.

Mr Cree: Why is there divided opinion
from the unions on the type of pensions
that we should have?

Mr Graham: Different unions represent
different cadres of membership. As |
hope | explained earlier, we are talking
about an enabling Bill that sets certain
parameters. The negotiations on each
scheme then deal with the detail. That
includes things like the accrual rate.
There is a big difference if your accrual
rate is one forty-ninth as opposed to
one fifty-sixth. Equally, there is a big
difference if your contribution rate is x%
of your salary vis-a-vis y% of your salary.
Therefore, even within one scheme, it

is very difficult to say what the changes
mean. It is much more complex to do an
across-the-board analysis that compares
one scheme with another because the
variables in each of the schemes are so
diverse. That is why there are different
views.

One issue on which there is unanimity is
the age of retirement. There is absolute
unanimity on that. Other issues on
which there is unanimity include looking
forward to what the governance and
negotiation arrangements should be in
the schemes, etc. There are one or two
issues, such as CARE, on which there
are different views. However, | think that
that is only natural, given the diversity of
the schemes.

The Deputy Chairperson: OK. Thanks
very much to all of you. No doubt, we will
meet again.
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The Deputy Chairperson: | welcome
Mrs Grace Nesbitt, head of pensions
division; Mrs Blathnaid Smyth, head of
pensions division and corporate human
resources; and Ms Margaret Coyle from
pensions division and corporate human
resources in the Department of Finance
and Personnel (DFP). | will ask Grace to
make an opening statement.

Mrs Grace Nesbitt (Department of
Finance and Personnel): | welcome
the opportunity to meet the Committee
again regarding the Public Service
Pensions Bill. On 24 April, | briefed the
Committee on the initial outcomes of
the responses to the consultation on
the proposed Bill. Further information
on a number of areas was provided to
the Committee on 9 May. The Chair of
the Committee wrote to Minister Wilson
looking for more information, and that
has been provided as well.

At this stage, | would like to comment
on the outcome of the consultation and
the Department’s intention to proceed.

| remind members that, including

late receipts, there was a total of 52
responses, which were from individuals,
organisations and trade unions.
Members have the full response to the
consultation document and the covering
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paper. With your permission, | will briefly
outline the six main areas of concern
and some points on other matters that
have been raised by the Committee
subsequent to our previous meeting.

The first area of concern is the overall
need for the reform of public service
pension schemes. Reform is required,
and agreement was reached with unions
in 2005 on measures such as “cap and
collar”, but that did not really address
the fundamental issues or the underlying
structural reform that was required, nor
did those earlier reforms significantly
reduce the cost to the taxpayer.

The previous reforms helped to strike

a better balance between employees
and taxpayers in the distribution of
pension costs but did not go far enough
in addressing the underlying pressures
and costs of providing public service
pensions. Put simply, the earlier reforms
did not go far enough, and they focused
very much on new members or new
joiners to the scheme, and not on
existing members.

For example, changes were made in
two key areas: the age of retirement
for new members to the scheme was
changed and measures such as the
career average for new members were
introduced, but they did not address
the terms that were enjoyed by existing
members, such as final salary.

The scheme cost cap mechanism which
the Bill will introduce will maintain
costs between floor and ceiling limits
in a way that takes account of factors
such as changing trends in longevity
and improved sustainability. The cost
cap floor will also provide for improved
benefits for members if pension costs
are reduced, whereas the “cap and
share” mechanism addressed only
increasing expenditure.

The second area | want to touch on is
the whole issue of managing pension
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costs and actuarial analysis. The
Department has always made clear
that the estimate quoted in excess of
£260 million was intended to give an
illustration of the scale of the financial
penalty that would be imposed as a
consequence of delay or failure to
introduce the reforms.

Members will be interested to know that
the Department has now commissioned
the Government Actuary’s Department
(GAD) to provide scheme-specific
calculations for the four other unfunded
pension schemes — teachers, police,
firefighters and civil servants. The cost
of that further work by GAD is likely to
be in the region of £20,000 to £30,000.
That information should be available
and will be provided to the Committee

in early June. It should be noted,
however, that those estimated costs are
based on schemes agreeing to adopt
scheme designs that are equivalent to
the GB ones. If schemes here choose

a different scheme design, the fee for
doing more detailed work could exceed
£100,000.

In a previous session, the Northern
Ireland Committee — Irish Congress of
Trade Unions commented on the wider
macroeconomic impact of increasing the
normal retirement age, with the resultant
reduction in labour opportunities for

the unemployed, school and university
leavers, and those seeking to return

to the labour market not having been
researched.

The Northern Ireland Executive are
aware of the financial impacts for
departmental budgets and public
services if their agreed policy for
pension reform is not implemented.
Spending more on public service
pensions will affect and result in a
diversion of available funding from other
areas. The Nevin Economic Research
Institute has completed research on
youth unemployment, which is a matter
that the unions brought to members’
attention at the last session. It quotes
the cost of 16- to 18-year-olds not

in education, employment or training
(NEET) in the Northern Ireland economy
as being in the region of £300 million.
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That should not be interpreted as a
potential cost of pension reform. That
figure is based on research into the
total economic cost of all NEETs in
the labour market, not just those who
might be impacted in some way by any
initial reduction in job vacancies as a
consequence of the implementation of
the pension reform.

Furthermore, nearly three quarters
approximately £235 million of that
estimate, is attributed to a loss of
potential earnings. It is important

to note, therefore, that although
pension reform may impact on the

age profile of those in work, it will not
reduce employment levels. So, those
earnings and the economic activity
associated with them will not be lost.
The remaining quarter of the £300
million estimate, which is approximately
£65 million, relates to the cost of

the benefits paid to those people.
Setting aside any differences in the
rates paid, any increases in the cost of
youth unemployment benefits will be
offset to some extent by a reduction in
expenditure on pensions.

Thirdly, the core provisions and

the impact on public servants. The
Department has reached the conclusion
that the core provisions remain valid
and necessary and will ensure a further
distribution of costs between the
employee and the taxpayer. More detail
on that is set out in the response to the
consultation.

Fourthly, moving to look at the move

to career average revalued earnings
(CARE) as opposed to a final salary
scheme. The departmental response
document sets out the varying options
that the Independent Public Service
Pensions Commission considered and
its recommendation that the CARE
option provides the best balance
weighted against the commission’s
stated principles and the distribution of
risks between member and taxpayer. |
do not intend to go into any more detail
on that in this session, but | would like
to make an important point that the
rationale for the move from final salary
to the CARE model has been endorsed
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by the Institute for Fiscal Studies as

a sensible way of achieving the aim

of increasing fairness between high-,
mid- and low-flyers. The scheme is less
generous than a final salary scheme
to high-flyers, who would have seen
their salaries increase by more than
average earnings, but, in turn, it is more
generous than a final salary scheme to
those whose salary grows by less than
average earnings.

The fifth point is the linking of normal
retirement age to state pension age.
The Public Service Pensions Bill is
intended to implement a framework of
core principles common to all schemes,
within which sponsor Departments will
have scope to adjust scheme designs to
suit the needs of particular workforces.
So, although the retirement age will
remain the same with the link to state
pension age, schemes will have scope
to vary what members will get if they
wish to retire earlier. Those options

and such flexibilities will be addressed
in the consultations on the secondary
legislation for each scheme.

The last main point is the screening out
of a full equality impact assessment.
Equality screening indicated a number
of actions — for example, on age —
concerning those impacted by these
reforms, and transitional protection
arrangements will mitigate the impact
on older people. As | said, the policy of
a career average provides for a fairer
distribution of benefit between low and
high earners. In some schemes, lower
earners are more likely to be female.

| will briefly outline the next steps. The
response to the consultation has now
been made available and circulated. The
intention is to proceed with drafting the
Bill to ensure that it completes its First
and Second Stages in the Assembly
and moves to Committee Stage before
the Assembly’s summer recess. That is
critical to ensure that the Bill’'s progress
remains on track to avoid any impact on
the Northern Ireland block.

Finally, the Committee may wish to
review a number of recent publications,
and there has been some coverage
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in the press recently. If members

are interested, | can send electronic
links to the documents, as they are
quite lengthy. This is just a couple

of them, but there are more. There

is one called, ‘Work Longer, Live
Healthier’ by the Institute of Economic
Affairs. It addresses the relationship
between economic activity, health

and government policy. Its headline
conclusion is that being retired
decreases physical, mental and self-
assessed health and that the adverse
effects increase as the number of years
spent in retirement increases.

The second document that | would
refer the Committee to is the Pensions
Policy Institute’s paper entitled,

‘The implications of the Coalition
Government’s public service pension
reforms’. Its headline finding was that
the reforms will reduce the average
value of benefits offered across all
schemes by more than a third. That

is based on all the reforms that have
happened, not just those that will be
part of this Bill. The analysis includes,
for example, increased contributions,
which is already in hand; the change
from the retail price index to the
consumer price index; and the reforms
set out in the Public Service Pensions
Bill. That report also concludes that
public service pensions are still more
attractive and beneficial to members
than those available in the private sector.

| am happy to take any questions.

The Deputy Chairperson: OK. So you are
saying then that it is healthier to work
until you die?

Mrs G Nesbitt: It does not quite
conclude that or go that far, but |
suppose you could take it to the
extreme. | have read the report — it
is quite an interesting read — and, as
other reports have, it concludes that,
in a nutshell, work is good for you, that
retiring has an impact on your physical
and mental well-being, and that those
impacts get worse the longer you are
retired. So, it does not quite conclude
that you should work until you die,
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but | suppose that you could add that
strapline.

503. The Deputy Chairperson: OK. What
level of consultation and agreement
will be sought from the trade unions
on the directions in respect of scheme
valuations?

510.

504. Mrs G Nesbitt: Sorry, can you just
clarify which scheme valuations you are

talking about? Are you talking about the 511.

scheme valuations going forward for
the baseline or those that have been
suspended?

512.

505. The Deputy Chairperson: The
scheme valuations carried out by the
Government Actuary’s Department.

506. Mrs G Nesbitt: Right, OK. There are 513.

different valuations.

507. Mrs Blathnaid Smyth (Department of
Finance and Personnel): The Bill will
state that the scheme valuations will
be set by DFP — the Westminster Bill
states that the Treasury will do that. It
actually specified in the Bill that they
should be set in consultation with GAD
and staff representatives. It is obviously
early days because this is a new piece
of work for us, but there will be scope
for consultation with trade unions on that.

508. The Deputy Chairperson: You mentioned
that a number of schemes — those
for police, firefighters, teachers and
civil servants — had been added in for
evaluation. Is that right?

514.

509. Mrs G Nesbitt: Sorry; | maybe have
not made that clear. That is not for a
valuation per se. The estimate of £262
million that we provided earlier focused
very much on the health and social care
scheme. The Government Actuary’s
Department letter referred to the fact

that it could do work on other schemes. 515.

The Committee asked us to look into
that, and we had written about it. | was
then providing an update that we have
now commissioned GAD to do further
work looking at those other schemes
and to provide more detail, rather than
simply applying the 7% figure for the
pensionable pay bill, which was the
outcome of the work that GAD did on

health. So, it is not a valuation as such
of what GAD would do; it is GAD looking
at that to provide an estimate for the
cost of delay. That will be undertaken
for the four other schemes. That is the
information | hope to provide to the
Committee early in June.

The Deputy Chairperson: What other
schemes are you talking about?

Mrs G Nesbitt: The four other schemes
that | named: teachers, the police,
firefighters and the Civil Service.

The Deputy Chairperson: OK. Why is the
stated cost of this exercise, at £20,000
to £30,000, less than previously
suggested?

Mrs G Nesbitt: As | attempted to
explain, if we were to do a really detailed
costing exercise, GAD would need to
have information on the exact nature of
the other schemes and on how closely
they will be aligned to their equivalent
schemes in Great Britain. That would be
a very detailed and significant piece of
work, which GAD has estimated would
cost around £100,000. The basis of this
work being undertaken is that the other
schemes here follow and do exactly the
same as their counterparts in GB. So,

it is predicated on that assumption.
Hence, taking that assumption into
account, it will be a much cheaper well,
relatively cheaper; it is still £20,000

to £30,000 piece of work than the
previous amount quoted.

The Deputy Chairperson: Recognising
that there will be a cost associated with
a full macroeconomic analysis of the
implications of the proposals, why has
a full costing and business case not
been established, especially given the
significance of our local circumstances?

Mrs G Nesbitt: Again, that was set

out in detail in the response from
Minister Wilson to the Chair of the
Committee. Without rehearsing that,
the view that has been taken is that the
need for the reform and the financial
consequences of not doing it were
researched and set out in the report by
Lord Hutton. That has been accepted
as the direction of the way forward.
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Lord Hutton visited Northern Ireland
and took evidence when he was putting
forward his proposals on the need for
reform, and he did refer in his report
to macroeconomic issues. So, the view
is that that provides a sound evidence
base for moving forward.

The Deputy Chairperson: In paragraph
4.102 of the consultation response, the
Department stated:

“Consideration of the scheme-specific equality
impacts is being undertaken separately by the
relevant Departments with responsibility for
implementing the agreed policy in secondary
legislation”.

Will the results of those impact
assessments be available before

the Bill is introduced, given that the
core provisions of all schemes will be
determined by the Bill?

Mrs G Nesbitt: No, they will not be.
The equality screening and whether
an impact assessment is required will
be looked at when Departments are
developing their proposals for their
secondary legislation. Certainly, we are
trying to work in tandem as much as
we can with the secondary legislation,
but | do not think that will actually be
available, because Departments will
have needed to have finalised exactly
what they are going to put in their
secondary legislation for that to be
done, which will take some time.

The Deputy Chairperson: On the core
provisions of the Bill, what will the
starting point be for calculating the
career average revalued earnings? Will it
be based on the person’s salary on the
date of the new scheme commencing

or on their original salary on joining the
public service?

Ms Margaret Coyle (Department of
Finance and Personnel): It depends on
whether people are within the 10 years,
the transitional period, etc. There are
different variations for people coming
into the new scheme and what is
applicable from 1 April 2015. Obviously,
the accrual rate will start from 1 April
2015, and a snapshot of their salary will
be taken at that moment, and then the
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accrual rate will be applied on a year-
by-year basis. There will be people who
have final salary and who have been in
the previous scheme; they can carry that
through into the new scheme. People
who are within 10 years of retiring on 1
April 2012 will obviously stay in the final
salary scheme and will not have to move
into the new CARE scheme at all.

Mrs G Nesbitt: | appreciate that this

is a lot of information for members

to take in. We could set out some
examples by way of information if that
would be helpful. Sometimes if you just
see something drawn out by way of an
example — if that would be helpful and
if the Committee is agreeable, we could
maybe set out some examples of that.

The Deputy Chairperson: Yes, we would
welcome that. To what extent do you
propose to replicate the amendments in
the Westminster Bill? For example, will
similar provision be made in the Bill here
as exists in the House of Lords amend-
ment requiring a report on the likely
effects on the health of firefighters and
police officers of the increased pension
age linked to the state pension age?

Mrs G Nesbitt: Our starting point will
be to replicate what is in the GB Bill. It
will then depend on what the Assembly
decides; indeed, any amendments
from this Committee will affect it. As |
said, the purpose of the first draft is to
replicate what is in the GB Bill.

Mrs Smyth: Following amendments.
That amendment was about a report for
Ministry of Defence firefighters, which
we do not have here.

The Deputy Chairperson: Sorry, what
was that?

Mrs Smyth: The final amendment was
about a report for Ministry of Defence
firefighters, and we do not have Ministry
of Defence firefighters here. They are

in a different scheme; they are in the
Civil Service scheme rather than the
firefighters’ scheme, so they have
different conditions.

The Deputy Chairperson: What about
our civil firefighters and the police?
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Mrs Smyth: We would replicate what
they are doing in GB.

Ms Coyle: There are the Assembly
stages, obviously, that you can go
through; the Consideration Stage and
whatever, where these things can be
discussed and scrutinised.

Mrs G Nesbitt: The key point is that that
amendment relates to firefighters in

the Ministry of Defence. That particular
cadre of staff is not an issue for
Northern Ireland because their pensions
are not a devolved matter. That is what
that particular amendment related to.

Mr Girvan: Thank you very much. |
want to go back to a point that the
Chair has already referred to about

the Government Actuary’s Department
and the work that will be done at the
request of this Committee. The figure
of £20,000 to £30,000 for that body
of work that is really just a very basic
desktop exercise that, according to

the evidence that we received at the
last session from the unions, indicated
a very blunt tool to extract accurate
information. You did say, and | think it
is in paragraph 4.46 of the document,
that such an exercise could in fact cost
between £100,000 and £600,000
overall if we wanted to go into more
detail. If we are going to get similar
information, it might not satisfy the
people who want to know more detail.

| think we need to know as much detail
about this as possible, but for that figure
of £600,000, would that interrogate the
figures down to micro level to give us
detail on each Department? Different
people have different scales.

Mrs G Nesbitt: There would be a real
timing issue with GAD undertaking
that level of detailed work. To do that
work, it would need to know from each
sponsoring Department the detail of
what is going to be in their secondary
legislation. If the GB equivalent has a
particular set of reference points for
its scheme, the Government Actuary’s
Department needs to know exactly
what is going to be followed here in
that scheme and what is going to

be changed. We are not at a point in
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time to do that, because sponsoring
Departments and their Ministers have
flexibility at secondary legislation stage,
and they may or may not choose to do
things differently. That is not a matter
for me. It only becomes a concern

for the Department of Finance and
Personnel and my Minister when there
is a cost issue. As | said before, there
is scope to vary within schemes. So,
the level of information that is required
to get further detailed work done is not
available. Given the time pressure that
we are under and the deadlines that we
have set, it is really not feasible to do
this.

To further clarify, one of the issues

in the piece of work that we have
commissioned was that he had simply
extended the 7% of pensionable pay
bill cost and used that across the
other schemes. That approach was not
really valid or robust enough, so we are
doing a little bit more. It will still be an
estimate, and | keep on emphasising
that point. We will be able to have a
little bit more information when looking
at the other schemes, but it will still be
an estimate. We are not in a position
to do the really detailed piece of work
because we simply do not have the
information or the time to do it.

Ms Coyle: It is important to point

out that we are doing as much as we
possibly can, and we can only make the
assumption that the scheme design will
be the same as it currently is in GB.
The timing issue is important because,
by the time the schemes get down to
being developed, there may be variance
in the scheme designs. | think that we
are at the stage where you are actually
introducing the Bill itself.

Mr Girvan: The difficulty is in getting
through the window that we have. |

am just trying to be devil’s advocate
here. If, for argument’s sake, we were
to vary from the Westminster Bill, the
Government Actuary’s Department would
obviously be doing some very quick
calculations as to how much that would
affect our Budget. Be honest; we would
not necessarily just say, “Well, give us a
blanket £260 million; we will take that
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hit”. We would want to know how they
justified that.

Mrs G Nesbitt: Yes. If there is delay,
there will be more detailed work done.
The point that | tried to get across is
that there will be a cost to delay. It was
about trying to get a sense of what the
magnitude of that quantum would be. |
will not quote a percentage of accuracy
again, but there certainly will be a
significant financial cost to delay. It is
really just to try to refine that cost more.
A look at the provisions that there are,
the changes that there are and even

the other publications that | mentioned
in my opening address, shows that
there are significant changes. So, if

we delay significant changes, common
sense dictates that it is inevitable

that there will be a significant cost. It
depends what we do with our primary
legislation on the cost risk, and in

turn, it depends, scheme by scheme,

on what they actually do with their
secondary legislation on what the cost
and the final sums and the financial
consequences. It is a complicated and
complex matter. We have tried to give as
much information as possible. We have
been asked to commission some more
work, and we have done that. Hopefully,
that will, as has been indicated to us, be
available in early June. We will certainly
make that available to the unions and to
the Committee.

The Deputy Chairperson: Just go back
to the Minister’s letter, and the first
paragraph, under the heading “Scheme
Valuations”. The Department has the
power of direction to create:

“a common framework for valuations of the
public service pension schemes ... These
directions will apply to all of the public
service pension schemes created by the
Bill. Directions will specify how the data,
methodology and assumptions used in a
valuation will be set ... consideration will be
given to the involvement of public service
employers, scheme actuaries and trades
unions, when considering the approach to
valuations to ensure that directions reflect
individual scheme circumstances and
economic and demographic changes.”
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What do you mean there by
“consideration will be given to”? Does
that mean that there will be formal
consultation with, for example, trade
unions?

Mrs Smyth: In setting directions,

we would consult initially with the
Government Actuary’s Department.
Valuations are set out in clause 11.

We are setting the cost cap for those
cases where the cost of the scheme
would otherwise go beyond the margins,
and scheme regulations would apply
that provide a procedure for the
responsible authority or the scheme
manager, employers and employees and
members, who would be representatives
of employers and trade unions, to

reach agreement on the steps that are
required to achieve the target cost for
the scheme. You would consult with
trade unions at that stage.

Before making any scheme regulations,
the authority must consult such
persons, or the scheme representatives
of such persons, who appear to the
authority to be likely to be affected by
them. Therefore, there is a clause on
consultation.

Mrs G Nesbitt: It simply replicates what
is in the Westminster legislation.

The Deputy Chairperson: The authority
in that case is the Department,
presumably.

Mrs Smyth: Yes. It would be the
responsible Department for whatever
scheme.

The Deputy Chairperson: OK. Will the
results of the consultation modify the
scheme?

Mrs G Nesbitt: We could not predict
that. Depending on the issue —

The Deputy Chairperson: Will it be a
meaningful consultation?

Mrs G Nesbitt: It is a legislative
requirement to consult.

The Deputy Chairperson: Is that a yes?
[Laughter.]
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Mrs G Nesbitt: Yes. Of course it will be
a meaningful consultation.

The Deputy Chairperson: Well, we have
that on the record anyway.

Mrs G Nesbitt: | am conscious of the
audience. | am sorry.

Mr Mitchel McLaughlin: No you are not.
[Laughter.] That was a very interesting
little exchange. | would come at this

on the basis that you have to examine
the issues as sensibly and maturely as
you can. Where there are anomalies or
distortions, we should seek to address
them. It would be no bad thing if we
could level the playing field between
the public sector and private sector
arrangements. That is a very big ask

in a single bite. We are proceeding

on the basis that if you get a full
macroeconomic analysis, it would set
some benchmarks on which we could
proceed, but would be a huge piece

of work. How do we quantify what a
huge piece of work is? It would take
considerable time and a substantial
amount of money. What does that
mean? |s that the basis on which we are
governing this place?

Mrs G Nesbitt: That was because it
was raised specifically and that was the
advice that | got from colleagues who
are more experienced in economics on
how it would be required to do that. |
can attempt to get more information to
qualify the adjectives used if that would
be helpful. The bottom line is that the
view of the Department and the Minister
is that the case has already been made.
The matters were looked at when Lord
Hutton did his report. He took evidence
and visited Northern Ireland, so we

were included in that piece of work.

Why would we want to repeat it and do
anything differently? As | said, | will try to
get those adjectives qualified. However,
it would be significant. The question is:
what is the need to do that? We are not
convinced that there is a need to do any
further work on the matter. Hutton set
out the case and the need for reform.

By and large, schemes have already, at
different times but within the previous
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decade, changed the terms for new
joiners and members. Therefore, there
is already inequality between people
who have joined in more recent years
and those who had been members for a
long time. | am not sure, on a fairness
issue, about how acceptable that is to
a workforce. We have mixed and very
different provision. As Margaret said,
there will still be transitional protection;
that is perfectly acceptable. Hutton was
very clear that we needed that. One of
the outcomes of the reform will also

be to level eventually. Setting aside the
10 years and the three-and-a-half year
transitional protection on top of that,
there will be a level playing field for
members in each sector in what they
enjoy by way of pension benefits. It will
address that.

Mr Mitchel McLaughlin: Are we to
assume that when you refer to the fact
that we were included in Lord Hutton’s
assessment, he did a macroeconomic
assessment of the economy here and
the implication of this?

Mrs G Nesbitt: | am not sure about
the level at which he did it, but there is
certainly reference to it in his report. |
can supply —

Mr Mitchel McLaughlin: | do not
understand what that means. Will you
tell me?

Mrs G Nesbitt: | have difficulty
in understanding what exactly
macroeconomic means as well.

Mr Mitchel McLaughlin: What does
“reference to here” mean? Did he come
here?

Mrs G Nesbitt: Yes. He came here and
took evidence.

Mr Mitchel McLaughlin: Who did he
take evidence from? That is what | am
trying to get at.

Mrs G Nesbitt: He took evidence from
the trade unions, and he met officials. |
do not have the detail to hand, but | can
get it for you.

Mr Mitchel McLaughlin: That would be
helpful.
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Mrs G Nesbitt: He did physically come.

Mr Mitchel McLaughlin: | was aware of
that; | just wanted the detail.

Ms Coyle: He sought information
from us about the membership of the
schemes. Grace is right: we should
come back to you with the detail.

Mr Mitchel McLaughlin: You were able
to satisfy Lord Hutton’s questions. You
said that it would be a huge job that
would cost a lot of money, and so you
could not do it for us, but you were able
to help Lord Hutton.

Mrs G Nesbitt: Lord Hutton did that
piece of work. As | said, we will get the
Committee more information on that and
on exactly what level of detail he went
into and what evidence he gathered. | do
not recall it.

Mr Mitchel McLaughlin: | look forward
to that. If you were in a position

to satisfy what was, allegedly, an
appropriate piece of research for Lord
Hutton, | do not see why we could not
do the same and why that could not be
made available to us at a proportionate
cost. Given the extent of the public
sector and its importance to our
economy, there are many public sector
employers who could have shared the
cost on a fair and proportionate basis.
They also had the information. | wonder
whether it is such a mammoth job, even
with time constraints. | would not like to
think that we were being bulldozed into
that on the basis not of any substantive
costing that people have ruled out as
being disproportionate but because we
are out of time as it will happen anyway.
The Chair asked a very relevant question
about meaningful consultation.

The teachers’ scheme has interesting
variations. What are the implications
across the piece, assuming that it
progresses, of directions in imple-
mentation? Where you have variations in
the scheme, they have a lower salary
threshold for calculation purposes.

Mrs G Nesbitt: | am not familiar with the
detail of the teachers’ scheme.
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Mr Mitchel McLaughlin: | could be
subject to correction, but | think that
they have a threshold of £23,000 in
calculating their salary

Ms Coyle: Yes; their threshold is
different from the Civil Service.

Mr Mitchel McLaughlin: Does that
get abandoned? Is it subject to central
direction?

Mrs G Nesbitt: The reformed teachers’
scheme will be a matter for the Minister
responsible for that scheme. When

we are talking about valuations to
inform the baseline for 2015, they

are looking to have consistency in the
overall approach. Again, however, that
will have to be tailored by GAD to the
requirements and reference points in
each scheme.

Mr Mitchel McLaughlin: By “directions”,
we mean regulations?

Mrs Smyth: Directions are made —

Mr Mitchel McLaughlin: Will that be
subject to negative or positive resolution
by the Assembly?

Mrs Smyth: | am not sure.

Ms Coyle: | think that it is positive
resolution.

Mrs G Nesbitt: We can check that.

Mr Mitchel McLaughlin: OK. If there is
a written brief on that, | would not mind
seeing it.

Mrs Smyth: | have a Treasury policy
document on actuarial valuations in the
public service schemes, which | can
share with you.

The Deputy Chairperson: Is it not the
case that directions are not usually
subject to Assembly control?

Mrs Smyth: | cannot answer that.

Mrs G Nesbitt: It may be that the same
term is used, but we will clarify that.

Mr Mitchel McLaughlin: | deliberately
used both, because | was giving you an
opportunity to tell us which it is.
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Mrs G Nesbitt: Sometimes we get
directions from the Treasury that are
not legislative directions. We will clarify
that point and come back to you. It may
be a misleading term in the context

of making law in the Assembly, and |
would certainly not want to mislead the
Committee.

The Deputy Chairperson: You painted

a very attractive picture in your
presentation of how equitable the
transfer from final salary to the CARE
option is. Is the point of that not, at the
end of the day, to save money? You are
moving because it costs less. It is not
because you are seeking to be more
equitable across the range of grades.

Mrs G Nesbitt: It will cost less; there
is no doubt about that. It was one

of the drivers. Hopefully, | have not
misled the Committee on that issue,
because the purpose of the reforms

is that there will be less cost to the
taxpayer. The approach was that the
outcome for those who typically join an
organisation and do not get promoted,
or who do not have the label high-flyer,
is less detrimental. Those who will be
worse off over the years — and there
is no doubt that some will be — will be
high-flyers on a final salary scheme who
have benefited at the expense of lower-
paid people who have not, for whatever
reason, progressed up their organisation
or sector. It is about saving money —

| make no bones about that — but
because of the approach being taken
and career average, the impacts will be
less on certain sectors. It was simply
that point that | was trying to convey.

The Deputy Chairperson: One of the
accidental effects is that a few people
might be better off.

Mrs G Nesbitt: | do not think that it
is an accidental effect. | think that

it is deliberate, because one of the
things that Lord Hutton emphasised
in his report — and | think that he
was genuine in that — is that he was
also looking at fairness. People have
a different view about that, but we are
balancing things out better between
lower-paid and high-paid, high-flyers,
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or whatever language you want to use.
That qualifies as fairer, which was his
intention. Therefore, | do not think that
it was accidental; | think that it was

a deliberate outcome, which is to be
welcomed. To be absolutely clear: the
reforms are about saving money and
reducing the cost to the taxpayer in the
longer term.

Mr Cree: | want to make two quick
points. First, the local government
scheme is a funded scheme. Has any
work been done to ensure that the
fund is adequate, or is there any top-up
anticipated by the Department?

Mrs G Nesbitt: | cannot comment as |
do not have responsibility for the local
government pension scheme, but | can
endeavour to get you that information.

Mr Cree: | think that it is important,
because it is due to go live next year.
The other point that | would like you

to comment on is the transitional
arrangements for the 10-year period. Is
any work being done on those and the
likely costs involved?

Mrs G Nesbitt: No. Again, it goes back
to Lord Hutton and his issue of fairness
and protecting those with what are
termed accrued rights. | am not aware
of any detail, because it was accepted
that that was the approach that we
would take and that it was the correct
thing to do. The Government Actuary’s
Department’s previous estimates
would have taken those transitional
arrangements and such matters into
account.

Mr Cree: Do you agree that they are
particularly important, bearing in mind
that they are more likely to affect higher-
paid and longer-service employees?

Mrs G Nesbitt: They affect everybody.

Mr Cree: | am sorry, but they will not
affect everybody, because people who
are 30 years from retirement do not
have that —

Mrs G Nesbitt: What | meant was that
they affect everybody, irrespective
of what salary point they are on and
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whether they are a high-flyer or a low- 608.
flyer. They affect everybody within the
10-year period. There are no distinctions

6009.

or categories within that; it is simply
if you were that age at a point in
time. That is what | meant by “affect
everybody”.

Mr Cree: You take my point that they
are more likely to be longer-serving
employees and, hopefully, higher on the
scale.

Mrs G Nesbitt: Not necessarily,
because, in some schemes in some
sectors, people join and do not, for
whatever reason such as not having the
career opportunity or because they do
not wish to, move up their organisation.
Therefore, the determining factor is your
date of birth at April 2012. In some
organisations, that may be reflective of
the people who have moved up.

Mr Cree: No work has been done on
that yet. Is that right?

Mrs G Nesbitt: | have not seen any
analysis yet. That was accepted as a
principle very early on and has never
been challenged. | am not aware of any
more refinement being done to look at
that.

Mr Cree: | have sympathy with people
who have served 25 or 30 years. The
immediate effect on them will be quite
dramatic, bearing in mind that they have
had the expectation of a final salary for
all of those years.

Mrs G Nesbitt: That is why we have the
10-year transitional protection, and,
without going into a lot more detail,
there is also another window of a three-
and-a-half-year sliding-scale protection
before that. The key age to be is 46 and
a half as of April 2012.

Ms Coyle: The thinking behind that
recommendation was that people within
the 10 years are much closer to their
pension age and have not had time to
plan for this massive change. People
who are younger and not in that category
of 13 or 14 years have a bit of time to —

Mr Cree: They have not earned the
same benefit. That is the point.

The Deputy Chairperson: Thank you very
much. Please forward any information
that you said you would provide us with
during the meeting.
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610. The Deputy Chairperson: We move
on to the Public Service Pensions

Bill and evidence from the Northern
Ireland Human Rights Commission.
We have an apology from the chief
commissioner, Professor Michael
O’Flaherty. Present today are Dr David
Russell, deputy director of the Human
Rights Commission and Miss Blythe,
who is an assistant case worker with
the commission. You are both very
welcome. | begin by asking you to make
an opening statement.

611. Dr David Russell (Northern Ireland
Human Rights Commission): Thank you.
| reiterate the apologies from the chief
commissioner for not attending; he had

a prior commitment this morning.

612. The commission provides advice to

the Committee on whether the Bill is
compatible with the obligations pursuant
to section 69(4) of the Northern Ireland
Act 1998. The commission will refer
only to the international obligations, the
treaties and the jurisprudence to which
the Assembly is bound. That duty falls
under section 26 of the Northern Ireland
Act and requires Departments to act

compatibly with international obligations.

613.

614.

The commission will not make comment
on the need or otherwise of the state

to reform the pension system. It is
legitimate for such reforms to take
place, and it falls within the margin

of appreciation of the European
Convention on Human Rights (ECHR).
The commission will also make
submissions on the International Labour
Organization’s social security (minimum
standards) treaty to which the UK is a
state party, the International Covenant
on Economic, Social and Cultural Rights,
and the European Social Charter. We
will not comment on the type of system
used to operate a pension scheme

— ie, the debate over final salary or
average earnings systems — nor on the
details and structures for the operation
of the pension system.

The issues that the commission wishes
to raise with the Committee are detailed
in our written submission and can be
summarised as follows. Under clause
3(3), there is permission for scheme
regulations that make retrospective
provision. Such regulations are further
subject to clause 23, which requires

the consent of those affected. The
commission raised concerns over the
legal certainty of that provision, given
that the circumstances in which it may
be used is unclear. The concern was
also raised by the Joint Committee

on Human Rights on passage through
Westminster of the equivalent
legislation. We note that the Department
has commented in response to the
Committee that it would be within the
terms of the scheme’s regulations that
legal certainty would be ensured and not
the enabling legislation. In response, the
commission contends that the European
Court stated at paragraph 88 of the
case of Silver and Others v the UK that:

“A law which confers a discretion must
indicate the scope of that discretion.”
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and would, therefore, consider that in
the circumstances of any legal action.

In respect of the revaluation of earnings
under clause 9, the commission notes
the safeguard of the affirmative
procedures where a decrease will result,
and we welcome that. However, any
reduction in pension benefits would be
an interference with article 1 of protocol
1 of the European Convention on Human
Rights and would require justification by
the Department. Although a reduction
itself is not problematic, if a reduction in
pension entitlements amounts to an
excessive or disproportionate burden, it
would be problematic under the protocol.

In respect of linking the pension age
with the state pension age, two issues
arise. First, a change to pension age
may amount to an interference where

a member has a legitimate expectation
of receipt of it at a given age. Secondly,
distinctions between categories that
fall within the prohibited grounds of
article 14 would be required. That is
the non-discrimination provision of the
convention. The commission is aware
that it has not been tested in the court
yet with regard to other status, but

we think that there is the potential for
other status to be engaged with the
differentiation in terms of the prohibited
grounds under article 14.

The Deputy Chairperson: Miss Blythe, do
you have anything to add at the moment?

Miss Rhyannon Blythe (Northern
Ireland Human Rights Commission): No,
Chair.

The Deputy Chairperson: Thank you
very much, Dr Russell. You referred to
the concerns raised in the commission’s
submission. What would be the options
for improving the legal certainty of
clause 237? Clause 23 is the “procedure
for retrospective provision”.

Miss Blythe: Our concerns arose over
the lack of detail. Some scope needs
to be indicated as to the extent of the
power to permit regulations, especially
where they are retrospective. It would
not be for the commission to suggest
amendments to that clause.
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The Deputy Chairperson: OK. Is the
commission aware of any comparable
provisions in other statutes that might
offer a model?

Dr Russell: No.

The Deputy Chairperson: Not at the
moment, OK.

In your view, how might the consultation
requirements in subsections 2 and 3 be
strengthened?

Miss Blythe: Of clause 23?

The Deputy Chairperson: Clause 23,
yes.

Dr Russell: The commission has

not made the issue of consultation
clear in its submission. We have not
really addressed the issue. Our only
concern is that consultation should
take place with the persons affected.
In this instance, pension-holders are
the rights-holders, so it would be up
to the Department to ensure that the
consultation was robust enough and
that all those affected had input to the
process. Outside of that, if you can
give me more specifics, | will certainly
consider them, and, if | cannot provide
an answer now, we will come back to the
Committee.

The Deputy Chairperson: Clause 23(2)
(b) states:

“the authority must first consult the persons
specified in subsection (3) with a view to
reaching agreement with them.”

Dr Russell: Yes, and the commission is
in favour of that clause.

The Deputy Chairperson: OK.

Dr Russell: Participation from the rights-
holders is guaranteed in a number of
the treaty bodies.

The Deputy Chairperson: The
Department of Finance and Personnel
(DFP) has responded to your
submission. | am sure that you have
seen its response. It points out that
under clause 23(4):
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“the responsible authority must lay a report
before the Assembly”.

In your view, is there any safeguard

to ensure that the report is laid in
sufficient time in advance of the
Committee or the Assembly considering
the scheme'’s regulations? Do you have
a view on that?

Dr Russell: | would have to go away and
look at it. The time would have to be
sufficient for the Committee to consider
what is proposed by the Department. In
this instance, the difficulty is, | guess,
that the question would arise if it were
affecting the individuals. | am not sure
whether article 6 of the ECHR on a fair
hearing would be engaged; whether they
would have the opportunity to appeal the
proposals. However, to the extent that
the Committee’s view is that it provides
a sufficient time frame for scrutiny by
the legislative body, the commission
would be content at that. It would

be outside our jurisdiction to make
particular comment on it.

The Deputy Chairperson: OK. What

is the commission’s view on the
Department’s powers of direction,
including, for example, at clause 12(3):

“The employer cost cap is to be set in
accordance with directions given by the
Department of Finance and Personnel.”?

Is that necessary or would an order-
making power subject to Assembly
control provide more balance?

Dr Russell: We would not comment

on that. As | said at the outset, the
direction from the Department falls
clearly within the margin of appreciation
under the protocol. So, it is perfectly
within the gift, from a human rights
perspective, of the Department to set
down directions.

The Deputy Chairperson: OK. | will open
the floor to members. Do any members
have questions? Mitchel?

Mr Mitchel McLaughlin: No. | am happy
enough.

641.

642.

The Deputy Chairperson: OK; as there
is no one else, | thank you very much for
your attendance and evidence. We will,
perhaps, consult you in the future if the
necessity arises.

Dr Russell: Thank you.
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Fire Brigades Union

643. The Chairperson: | welcome to the
meeting Jim Barbour, vice-president of
the Fire Brigades Union; Matt Wrack,
general secretary; Jim Quinn, regional
secretary; and Sean Starbuck, national
pensions officer for the union. The
Committee wants witnesses today to
focus on the Department of Finance and
Personnel (DFP) response to the union’s
submission to ensure that the session
does not duplicate evidence that we
have already received in previous
sessions. We would like you to focus
particularly on the extent to which your
concerns have been addressed by the
DFP response and what further points
you may wish to make in that regard.

Do you want to make some opening
comments before we go to questions?

644. Mr Matt Wrack (Fire Brigades Union):
Yes, please. Thanks very much, Chair.
You have made the introductions so
I will not repeat them. | thank the
Committee for the opportunity to make a
presentation and answer any questions.
The Fire Brigades Union (FBU) is a
UK-wide organisation. We represent
approximately 41,000 firefighters across
the UK, including around 2,000 here
in Northern Ireland. We represent the
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vast majority of operational firefighters
across the UK and here in Northern
Ireland. That includes all ranks, from the
newest recruit to the most senior ranks
in the Fire and Rescue Service. The
union has a wealth of expertise.

A key point for us is that we have been
engaged in this debate for the past two
and a half years in different parts of

the UK with Westminster, the Scottish
Government and the Welsh Government.
We hope that our discussions with you
can help to avoid some of the difficulties
that we have encountered. As you would
expect from a trade union, we have a
number of principled views on changes
to pensions, but we are not here to

talk about that; we are here to talk

very much about evidence. We have a
strong evidence-based case about the
specifics of the firefighters’ pension
schemes and the proposals for new
schemes from 2015, which are intended
to be occupational pension schemes.
Essentially, our case is based on the
argument that an occupational scheme
must be based around the occupation.
There are specific demands that are
unique to firefighting that we want to
address.

We have suggested an amendment to
the draft legislation. Our amendment
would insert the phrase “no more than
60" for the normal pension age (NPA) in
the Bill, rather than “must be 60”. That
would provide legislative flexibility in
Northern Ireland. It certainly would not
lock you into any final decisions about
what scheme you wanted to introduce
or how it would be introduced. It would
provide flexibility and would avoid some
of the risks that exist elsewhere in the
UK. It would also allow us to protect
those who want to work until 60 or
beyond. We have no principled objection
to that. Our case is not that there will
not be firefighters who are fit enough

to work to 60 or beyond; it is that there
are unlikely to be sufficient numbers
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of firefighters who are able to maintain
their fitness to 60 and beyond. However,
there will always be exceptions to that.
We want to seek a pension scheme that
protects those who are unable to stay
in the service because of the required
fitness standards.

There are lessons to be learned from
the dialogue that we have had with

the Westminster, Scotland and Wales
Governments. One is that the normal
pension age in the rest of the UK was
changed without supporting evidence.
In fact, it directly contradicts the advice
of the report that was commissioned by
the Department for Communities and
Local Government, which stated that a
pension age should be set after debate
in the fire service about the appropriate
fitness standards for firefighters. The
process was done back to front in the
rest of the UK. You have an opportunity
in Northern Ireland to address that
problem and prevent it from arising.

There are two current schemes for
firefighters. One was introduced in
2006; | think that it was mentioned

in the briefing that you had from civil
servants. That includes a normal
pension age of 60. | was party to
discussions with Ministers and civil
servants at the time at Westminster.
The record is in the House of Commons
Library. Ministers and civil servants
were absolutely clear that there was

an issue of fitness declining with age
but that, because of modernisation and
other changes in the Fire and Rescue
Service, there would be the opportunity
for firefighters to be redeployed as they
got older into non-operational roles. The
blunt fact, which we have been able to
demonstrate very clearly since then, is
that those opportunities do not exist.
We have carried out surveys all across
the UK and found that minimal numbers
of firefighters have been redeployed.
We found only 15 redeployed posts

in English fire services. In Northern
Ireland, there are no opportunities

for redeployment of firefighters into
non-operational roles. Therefore, that
argument, which was used as a key
justification for the change in 2006, has

649.

650.

651.

been eliminated by the evidence on the
ground in the fire and rescue services.

The latest reforms, as described in the
Hutton report of 2010, advised the
Government to consider introducing

a normal pension age of 60 for
firefighters’ schemes, based upon

the 2006 scheme. Our concern is

that the normal pension age for the

rest of the UK was changed prior to
consideration of that evidence. We think
that that evidence raises questions
about whether a pension age of 60

is sustainable and achievable in the

Fire and Rescue Service. The heart

of that argument is about fitness.
Firefighting, as | am sure you are aware,
is an extremely physically demanding
occupation. Firefighters are sent

into extremely hazardous situations.

For example, in a compartment fire,
while wearing breathing apparatus

and protective equipment, there is no
opportunity, for example, to down tools
and walk off the job. Once you are into a
fire, you have to do the job and then get
out. Firefighters face extreme situations,
and fitness standards, therefore, have
to reflect the demands that an employer
might require.

It is common sense, as everyone
understands and the science supports,
that fitness tends to decline with age.
You can mitigate that decline through
fitness training, healthy eating, lifestyle
changes, and so on. We have no
concerns whatsoever about that. We
are signed up, through our national
conditions of service, to maintaining
fitness. Firefighters are required to
engage in maintaining their fitness, and
we have no problem with that. However,
we believe that the evidence shows that
fitness, nevertheless, declines with age.
You can see that in the fact that Olympic
athletes tend to be younger and you

do not tend to see Olympic 200-metre
runners in their 40s and 50s; they are
in their teens and 20s. It is a common-
sense argument, but one that scientific
evidence also supports.

We have submitted to you a copy
of the Williams review, which | am
sure you are aware of. There are no
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UK-wide standards of fitness. There
are guidelines and there advice but,
essentially, individual fire services

are setting standards. However, using
the most commonly used standards,
the Williams review found that, in the
worst-case scenario, something like
85% and at least 50% of firefighters
would be unlikely to achieve the required
fitness standards between the ages of
55 and 60. A very high proportion, in
some cases two thirds of the current
workforce, would be unlikely to be able
to maintain required fitness standards
beyond the age of 55.

For us, that raises a very difficult
problem with pensions policy, which
should be designed to ensure that
scheme members can reach the
pension age and then get the pension to
which they are entitled. We believe that
it is wrong to create a pension scheme
whereby many members are unable, for
whatever reason, to achieve the pension
age and have to find some other route.

A concern that has been expressed very
clearly in England and Wales is that
one of the risks is that, if the employer
were unable to pay the pension and

the individual firefighter were unable to
maintain the required fitness standard,
with no opportunity for redeployment,
the employer would be left with the
difficult problem of what to do with that
employee. One thing that they would
have to consider in such circumstances
is dismissing the individual for capability
reasons. They would not be capable

of fulfilling their role, and they would
face the threat of dismissal. That is a
very real threat, which was flagged up
some 18 months ago by the fire service
employers in tripartite discussions in
England. This is not something that

the Fire Brigades Union has invented;

it was flagged up as a risk by the fire
service employers. We think that it is

a very real risk, and one that we would
seek to avoid in the design of a pension
scheme.

We believe that Northern Ireland has the
opportunity to deal with that problem
before it becomes law. We want to

avoid the waste of public money that
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would result from capability dismissals,
and all the problems that would arise
out of that. The best approach is the
one identified in the Williams report,
namely that the normal pension age
should be based on the evidence and
appropriate fitness standards. We

have fitness standards in the Fire and
Rescue Service here in Northern Ireland
and elsewhere, and we think that the
scheme should be based around that,
rather than the other way round.

There is evidence from Northern Ireland
surveys of firefighters’ opinions, views
and concerns, which, | think, clearly
demonstrate a very high level of
concern. There are a number of aspects
to that, but I think that it comes down to
confidence in a scheme. Everybody says
that we want to encourage public sector
workers to save for their retirement.
That is good policy, but, if we want to do
that, people need to have confidence in
the scheme that they are being asked
to join. Increasingly, our firefighters

are saying that their confidence in

the scheme is significantly damaged
because of, first, the rising costs of
being members of the scheme, and,
secondly, the question of whether they
can realistically expect to achieve the
pension because of the pension age.

I move now to cost, because | am sure
that public finances will be an issue
that you need to consider. There are
two risks in relation to the possibility
that costs will increase. The savings
suggested by the Treasury assume a
1% opt-out rate. Our argument is that
the opt-out rates may vary greatly,
depending on the starting point of the
contribution. It is one thing if people
are paying 5% of their salary as their
pension contribution, but it is a very
different position if firefighters start out
by paying 11%, as is the case with the
majority of them. Raising that to 14%
next year for some of our members —
significantly more for higher earners —
would mean that a very high contribution
level is being made from fairly modest
salaries. If only 7% of firefighters choose
to opt out, there will be no savings, and
the cost to the taxpayer will increase.
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Therefore, there is a very real risk that
the plans to supposedly save public
money will not deliver any savings, and
actually start to cost.

Equally, on the normal pension age
argument, we think that another risk
arises from the physical demands of the
occupation. | joined the fire service 30
years ago. Throughout that time, there
has been a campaign and changes

in policies to reduce the number of
ill-health retirements in the pension
scheme. Such retirements have been

very significantly reduced across the UK.

Our concern — we think the evidence
supports this — is that, if you change
the pension age from about 52, which
is the age at which the majority of
firefighters retire, to a scheme in which
the majority are expected to work until
60, a significant increase, you will

see a rise in ill-health retirements.
Subsequently, the savings that have
already been made, or are expected to

be made, will not be realised as a result.

We think that there is an opportunity
to address that issue in respect of the
normal pension age. We believe that

it is best to address it at this stage
and to allow flexibility, rather than to
do what has happened elsewhere in
the UK, which is to introduce a normal
retirement age that raises subsequent
problems in the scheme design that will
need to be addressed further down the
line. That is, essentially, what we would
like to say to kick off with, Chair. | am
happy to take any questions.

The Chairperson: Thank you very much.
The FBU submission refers to clause 10
(5). The Department has used this as
part of its defence for clause 10 (5)(a),
which refers to “normal pension age”
and disregards:

“any special provision as to early payment
of benefits on the grounds of ill-health or
otherwise”.

The Department would argue that that
covers some of the concerns that you
are raising. What is your analysis of that
part of the legislation?
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Mr Wrack: The concern that we have
about the early access to pension
arrangements that is being suggested is
that, again, firefighters will end up being
potentially penalised. If the scheme has
been designed so that a full pension is
achieved, for example, at the age of 60,
after 40 years’ service, an individual
can plan around that. However, to then
effectively be forced out of the service
because of an inability to maintain
fitness levels would put people in an
impossible position. Our concern is that
the loss that would result from taking a
pension early will become unaffordable
for individual pension scheme members.

The Chairperson: | have two other
points. Comparisons will always be
made with other occupations that need
high levels of fitness, so in what ways
should firefighters be regarded as over
and above those type of occupations,
such as police officers, prison officers,
and so on? Another comparison with
those areas is the issue of back office
roles. What is the capacity of back office
positions to subsume firefighters who
reach a particular age in the Fire and
Rescue Service here?

Mr Wrack: Those are two key points.

| am not able to comment on other
parts of the public service, but | have
some knowledge of physical fithess
standards in the police and elsewhere.
The example of the armed forces has
also been used. The truth is that you

do not generally have armed forces
personnel on the front line, for example,
in Afghanistan, at the age of 60. The
difficulty in the fire service is that,
because of its size and structure,
essentially, you need to be operationally
fit throughout your career. If you start
out at 18, you are required to meet
fitness standards. If you are still in post
at the age of 55, 56 or 60, you still need
to be able to meet exactly the same
standards as the 18-year-old.

That ties into your second point about
the possibility of back office roles. That
goes back to the debate that we had
with the Westminster Government in
2006. Their argument was that, because
of the changing role of the Fire and




Minutes of Evidence — 9 October 2013

665.

666.

667.

668.

669.

670.

rescue Service, firefighters were doing
far more preventative-type work and,
therefore, they would not necessarily

be required to be fighting fires at 60
and would have other jobs to do. The
evidence shows that that is absolutely
not the case; if anything, those types

of jobs have largely gone from the
uniformed fire service. There are fewer
opportunities for stand-alone inspecting
roles or community safety roles, and so
on, so people in the service are required
to fulfil an operational role throughout
their career.

As | said, | think that a useful way to
think about it is that the firefighter

who joins at 18 and meets a physical
fitness standard has to meet exactly
the same fitness standards at 58. We
think that that is a problem. Essentially,
there are not opportunities for back
office roles within the Fire and Rescue
Service either here in Northern Ireland
or anywhere else.

Mr Jim Barbour (Fire Brigades Union):
It is important to emphasise that it is
not just the Fire Brigades Union that
says that. We have got it in writing
from our employers on at least two
occasions that there simply are not
those redeployment opportunities in
the Northern Ireland Fire and Rescue
Service. It might be convenient for us
if such opportunities did exist, but they
do not, hence the risk of capability
dismissals.

The Chairperson: Was that from the
board?

Mr Barbour: It was from the board.

The Chairperson: You referred to

the work that the Department for
Communities and Local Government
(DCLG) is commissioning. Why is there
such a lack of evidence on and analysis
of fitness levels? When do we expect to
see some results from that? Is it 2015
or 2016, as has been suggested?

Mr Wrack: Our most serious criticism
of the DCLG’s approach is that — |
mentioned that we have a broader
political view on pension change, but
that we are putting that to one side —
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we were asked to engage in scheme-
specific discussions two and a half
years ago, and, as a result, we invested
a huge amount of our resources into
investigating the fitness and the
financial aspects of it, and we produced
a huge amount of evidence. Our concern
is that the decisions seem to have

been made prior to seeing the evidence,
rather than the other way round. That is
the concern with the pension changes
that affect us. | am not an expert on
police schemes or teacher schemes,
but we are pretty much experts on the
firefighters’ scheme. The Hutton report,
which started the whole process, made
the point that the Government should
consider a pension age of 60, and

the decision was made to introduce a
normal pension age of 60 prior to the
publication of the Williams report on
fitness standards and pension age. That
legislation went through Westminster at
the end of 2012, and the report came
out in January 2013, so it was back

to front in the sense of heeding the
evidence and reaching a conclusion.

You asked a question about fithess
levels, and we have raised the point
throughout the UK, probably for the past
10 years, that it makes no sense for us
to have 57 different fitness standards.
The science says that a firefighter who
goes into a room that is on fire faces
certain physiological challenges, and
that is same whether it happens in
Belfast, Glasgow or London. It would
save the taxpayer money if there

were collaboration in the profession

on what those standards should be.

We have argued that there should be
occupationally based standards for
fitness. We think that there needs to be
rigorous fitness standards, because we
are putting firefighters into extremely
hazardous positions where, if things go
wrong, there is a risk of serious injury
or death. There have to be very rigorous
fitness standards that are scientifically
based, and there should be a consensus
in the service on what those should be.
Unfortunately, there is some degree of
fragmentation in that services across
the UK do different things. In England,
there are different services with different
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standards and approaches, and we
think that there should be consistency.
Northern Ireland will do whatever it
chooses to do, but there is a case for
collaboration and for sharing evidence
and best practice among different parts
of the profession. Work is still to be
done, and some work is ongoing on
fitness standards in various parts of the
UK. We are happy to engage in that, but
we should look at that evidence before
we make decisions about how long
firefighters can reasonably be expected
to work.

Mr D Bradley: Is there a formal
programme of continuous fithess
training for firefighters, or do they do it
off their own bat in their own time?

Mr Barbour: The difficulty is that
there are probably 57 varieties of that
across the UK. There is certainly a
formal process in Northern Ireland,
but a lot of that training will be done
during time spent off duty as well on
duty. In Northern Ireland, around half
of our firefighters are part-timers, so it
is becoming more difficult. The same
principles will apply to pensions.

677.

Mr Wrack: Jim makes an important
point about retained or part-time
firefighters. Clearly, the fithess
standards need to be the same because
people face identical risks. If there are
physiological effects, it does not matter
whether your contract of employment

is whole time or part time, the risks

are the same. Our concern about

the Williams report is that retained
firefighters potentially face additional
risks because there is less opportunity
for them to do some training in the
workplace. Jim will be better placed

to say what is in place, but, over the
past 30 years, many fire services have
gradually introduced gyms, fithess
regimes and fitness policies, and that
is good. However, it is a lot harder for
retained firefighters to do that in the
workplace in the limited time that is
available to them. We encourage people
to do that in their own time as well. The
Williams report acknowledges that, if
the employer has standards, it needs
to build some of that into the work

675.

676.

structure and so on, whether it is advice
on diet or training, the opportunity to
train or guidance on how you should
keep fit.

Mr Barbour: It is obviously very difficult
to do that in a part-time retained context
because drill nights typically last two
hours, during which there is a lot of
equipment to be checked and training
requirements to be met, so there is
very little time then to engage in fitness
training. As | say, the same principles
will apply to the proposed pension
schemes for our part-time and whole-
time firefighters in Northern Ireland, and
that is extremely important. We are not
talking about big earners here. We are
talking about people who earn between
£6,000 and £10,000.

Mr D Bradley: Matt, you said that the
likelihood is that firefighters who have

to continue working beyond the age of
55 may not, in many cases, be fit to do
so, and that might result in dismissal
due to incapability. What sort of financial
settlement, if any, will a firefighter get in
those circumstances?

Mr Wrack: | think that that would
depend precisely on how it happened
and the age at which it happened.

We had a debate with the CLG fire
Minister about the use of the word
“choose”. There is provision in the
scheme proposed for England in 2015
for people to access their pension
early, when they are 55. The point we
made is that, if people did that, they
would suffer a huge financial loss, and
nobody could actually afford to do it.
People would lose 40% if they exited
the scheme then. | debated that with
Brandon Lewis on a professional level
and challenged him about the use of
the word “choose”. What he said is that
firefighters who choose to leave early
can access their pension provision early.
The point we made is that, if you get
to 55 and, despite all the best efforts
of you and your employer, you are not
able to maintain the fitness standards
required by your employer, it is not

a matter of choice; it is a matter of
natural ageing. That is the difficulty we
have. The individual could then either
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be dismissed and become a deferred
member, so they would not get their
pension until they reached state pension
age, or be forced, effectively, to take the
deferred pension and incur a significant
financial loss. Clearly, our members are
saying that they just cannot afford to be
put in that position.

Mr D Bradley: Is it the case that
firefighters would be entitled to some
form of benefits in that situation?

Mr Wrack: Yes. At some point, they
would become entitled to normal
benefits; for example, if they were
unemployed and so on.

Mr Barbour: They would certainly hope
to be entitled to something, given the
situation. The Williams report, which is
a professional report, not a fire brigade
report, says that up to 85% of them are
going to be in that situation.

Mr D Bradley: So, it could end up
costing the state as much —

Mr Barbour: Exactly; the hidden costs.

Mr D Bradley: — as allowing them to
take retirement at 55. Is that the point
you are making?

Mr Wrack: There is that element. We
have spent a lot of time examining how
pension schemes work over the past
several years. Our point is that the
costing of schemes are designed so
that the majority of people should take
their pension at the normal pension
age. What we are saying is that, if you
end up in a position where people

are not able to get to normal pension
age, that alters the whole structure

of the scheme, and all your financial
plans become untrustworthy. You might
project that, if the scheme works, that is
where it will be in 20 years time — for
pensions, you have to think 20, 30 or
50 years in advance — but, if the whole
scheme design is wrong, the whole cost
structure of that scheme starts to fall
apart as well.

That comes back to our point. You
will see from the research work
the concerns that Northern Ireland
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firefighters raised. We have done a lot of
work with our members in telling them
that they should not leave the pension
scheme. Our members, both here in
Northern Ireland and the UK, have
followed that, but they are increasingly
saying that, if it carries on becoming
more expensive and they just do not
have the confidence that they will get
there, they will start looking at other
options. Then, if people start to leave
the scheme — it is a small scheme as
it is — the costs would rise and the
burden on the taxpayer would increase
because there would be fewer people
paying into the scheme to cover the
costs. It is an unfunded, pay-as-you-
go scheme, so the fewer people who
pay into it, the more unsustainable the
scheme becomes.

Mr D Bradley: You were saying that
the decision was taken without waiting
for the outcome of the working longer
review.

Mr Wrack: Yes. The report was
commissioned by the previous fire
Minister Bob Neill and reported in
January 2013. We still have not had

a formal response to the report from
the Government at Westminster. It

has been there for several months
now, but we do not know the formal
response, because there are issues.
The report clearly states, for example,
that the decision on normal pension
age should be made post a decision on
national fitness standards in the Fire
and Rescue Service. There has been no
national debate on fitness standards

in the Fire and Rescue Service, so that
report clearly contradicts where we are
currently.

The pension age legislation went
through the Westminster Parliament
last year and became law in November
or December that year — | cannot
remember precisely. The normal pension
age was changed by the primary
legislation, then CLG’s report on the
normal pension age was published, and
we still do not have CLG’s response to
that report on the normal pension age.
The point that John Hutton made in his
report is that the Government should
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consider a normal pension age of 60.
Again, the decision has been made

and implemented in legislation when

we have not considered in detail the
evidence that we now have. Our point is
that you have the opportunity to do that.

Mr McCallister: On that point, | am
sorry if | missed it in earlier comments,
but, in the case you highlighted of a
man at 55 who was not medically fit to
do it, is there no way you can access
the pension? | am aware that, in other
services, such as the army, you could
get medically discharged and be entitled
to a pension. Is there no mechanism
under this to do something like that?

Mr Wrack: There are two points. The
medical point is an important one. We
believe that there is likely to be an
increase in medical retirements, but
everyone across the service has been
trying to reduce medical retirements for
a long time. The problem with fitness is
that it does not come under the criteria
of medical retirement because it is not
an illness. The fact that you are older
and that your lungs do not work as well
as they did 20 years earlier is not an
illness. To get medical retirement in the
scheme, and probably in most schemes,
there has to be an injury or disease.
There is a list of those compiled by

the World Health Organization, and the
grounds for medical retirement has to
meet one of those definitions. Clearly,
declining fitness is not a disease. That
was flagged up by the Fire Service
employers in our tripartite discussions.
There may be people who are more
likely to have a health problem, such as
those with a permanent bad back. So,
there will be an increased likelihood of
an increase in ill health. However, such
people would not be covered by ill health
criteria and would not have access to
medical retirement. They face the risk
of the employer not knowing what to

do with them. They cannot now do the
job, and the employer cannot pay the
pension or redeploy them. That is where
the no job and no pension risk comes in.

The Westminster Government has
tried, partially, to address that through
the early-access-to-pension provision,
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but the current formal position is that
people would lose something like 40%
of their pension by taking that. Our key
point is that, if you have to encourage
people in that situation to do that, it
shows us that the scheme itself is

just badly designed. It is not designed
around the occupation, but around a
broad-brush stroke approach to pension
changes.

Mr McCallister: Does that work out at
about 4% a year? Is that where your
figure of 40% comes from?

Mr Sean Starbuck (Fire Brigades
Union): It costs —

Mr McCallister: So, if you were fit to
work on a bit after 50, it would be on a
sliding scale. Thank you for that.

The Chairperson: On the point about
flexibility, Matt, do you see it being DFP’s
position that firefighters can simply
leave the job before 60, rather than
carrying on with a reduced pension?

Mr Wrack: Yes, the Department is
saying that. Those provisions for
firefighters beyond the age of 50 are in
the draft scheme. There is still some
debate going on about whether it is
precisely age 55 or 57, so that is not
finally pinned down. The rules of the
scheme have not yet been drafted, so
we do not know precisely where that
would end up. However, some form of
early access to pension would be given.
The debate would then be about how
much the individual would be penalised
financially for taking it. Members are
saying that they cannot survive on that.
At 57, 58 or 59, they will be left asking
what they are supposed to do.

A point that a lot of our members raised
is worth noting. It is perfectly reasonable
not to join the Fire Service until 25. Lots
of people, 30 years ago, were joining

at 18, 19 or in their early 20s. There is
now a trend for people to join later. If
you do not join until you are 20, to attain
a full pension, you would have to stay
until you are 65. If you joined at 30, you
would have to wait until you were 70. So,
for people to achieve the full pension
that the Westminster Government talk
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about, they would not just have to work
until they are 60, but potentially well
beyond that age.

Mr Barbour: The key point here is that
firefighters know, and the Williams
report tells them, that up to 85% of
them will not make the age of 60.

They know in advance that they will

not make the NPA of 60, and those
80% are going to lose 40% of their
pension. Contributions are now ever
increasing. | am at 13-2% now, and due
to go to 14-7% next April. Therefore,
the issue is this: why would you bother
going into a scheme that is intrinsically
unsustainable? It is no longer an
occupational scheme in any sense.
Therefore, people will opt out, and the
Government have their figures wrong.
The 1% that they project in England
comes nowhere near to the figures that
will manifest themselves. It is self-
defeating.

Mr Wrack: Let me make a point on
Jim’s point. We do not have figures for
Northern Ireland, but we have figures
that we eventually teased out of the
Department for Communities and Local
Government that show that some 25%
of fulltime entrants into the Fire Service
last year chose not to join the current
new firefighters’ pension scheme
(NFPS). Until recently, participation in
both schemes was probably 95% plus,
and probably even higher than that. It is
clear that, currently, large numbers have
not opted out. It is a big decision to
leave a pension scheme once you have
committed a lot of money to it, but that
is different from the people coming into
the service and deciding whether that
scheme will work for them over the next
40 years or so. It is early days, but that
is an alarming figure, and that is before
the full increases are in place. That
should set alarm bells ringing across the
Fire Service and among policymakers.

Mr Mitchel McLaughlin: That is

an important point. In allowing for
long-standing membership of and
contribution to the schemes, you have
to make allowance that that really
restricts the options for people in that
circumstance. Given that England and

701.

702.

703.

704.

705.

Wales are more ahead of the curve than
us regarding these reforms, is evidence
emerging of recruits opting out that
would contradict the projections of the
Government, and can you share that
evidence with us?

Mr Wrack: We commissioned independent
surveys of firefighters, one was two
years ago and the other a year ago,
about their expectations of pensions.
We did them independently because we
wanted them to be evidence that the
Government would take account of, and
they acknowledged that. At even the
early stage, some 27% of firefighters
reported that they would seriously
consider opting out if all the changes
went through.

Some may say that they will live with a
contribution that is a bit higher or this
and that, but when you put it all together
and they realise that they have to pay
that much more, and increasingly fear
whether they can get to pension age,
they say that that may be the point that
tips them over the edge. Somewhat
alarmingly, some said that they will go
off and invest in property or whatever.
We have been clearly saying to people
that all those alternatives are very risky
and that this was a life-changing decision.

As an organisation, we think that we have
adopted a responsible approach of
encouraging people not to opt out.
Contrary to our evidence, we have
probably helped to stop opt-outs
increasing as a result of our arguments.
Sean is our national pensions officer. He
has been around the country advising
people not to leave the pension
schemes and that we are still putting
forward a case.

| have been shocked at some of what
members say. Young firefighters coming
in who are members of the union say
that it is coming down to choosing
between paying their mortgage or pension
contributions, and that they have to keep
their house. That is when it becomes
unsustainable, and it will get worse.

Mr Mitchel McLaughlin: Does your
research indicate, as a result of what

151



Report on the Public Service Pensions Bill (NIA Bill 23/11-15)

the Government are arguing or your

own efforts to convince people to act
responsibly and think strategically about
their pension entitlement, that the
outcome of the stats, as they affect new
recruits, goes towards the Government’s
position more than yours?

706. Mr Wrack: No. Currently, we do not
have an opt-out rate higher than 1%
across the UK because people are
waiting to see what the outcome of the
discussions will be and are following our
advice.

707. Mr Mitchel McLaughlin: But you can
see that the Government would seize on
that.

708. Mr Wrack: That was why there was a
reluctance to give us the figure for new
starters. When 25% of new starters
have not joined the pension scheme,
which is what the figures show, that
should set alarm bells ringing on that
point.

709. We do not have figures for Northern
Ireland on the savings issue. We have
figures for England, but the calculations
from the Treasury will be the same. Only
7% of firefighters deciding to opt out of
the pension scheme would eliminate all
savings and start to cost the taxpayer
additional money regarding what needs
to go into firefighters’ pensions.

710. Mr Mitchel McLaughlin: Has the
experience in England and Wales so far
demonstrated any equality impact for
women firefighters, for example?

711. Mr Wrack: There is a very big equality
issue to do with fitness. That is very
much highlighted in the Tony Williams
report. As you will be aware, there has
been a huge debate for 25 years in the
Fire Service about equality and diversity.
A lot of measures have been taken to
address that. For example, there are
far more woman firefighters in the Fire
Service than there were when | or Jim
Barbour joined.

712. Coming back to my point about fitness
standards, if there are physiological
effects on the body from entering a
compartment fire, it does not matter

713.

714.

715.

716.

717.

whether you are a man or a woman.
There are certain minimum standards
that you need to reach, and that is
likely to mean that there are lots of
women who can meet those standards,
but there will tend to be fewer of them
than among men. As fitness declines, it
affects both sexes, and Williams is very
clear:

“There is likely to be a substantially larger
proportion of women firefighters who are
physically and/or medically unfit over age 55.”

So, there is very definitely an equality
aspect to that issue.

Mr Girvan: Thank you for your
presentation. The uniqueness of the
Fire Service system has to really be
considered, and the age issue is
probably the key one. Has any work
been undertaken on Dominic’s point?
He mentioned people who have to leave
not because of health but because

of unfitness. As a consequence, they
are leaving a job and are not going

to receive any payment or access to
benefits for that period. | appreciate that
you have a figure for when most people
will have to leave. You said that 85% —

Mr Barbour: Up to 85%. The Williams
report says that.

Mr Girvan: Working on that figure, they
will have to leave between then and
reaching pension age. They could draw
down some of their pension at a vastly
reduced amount, so they will still be a
burden. | do not mean that in the wrong
way, but they will still have to draw from
the public purse. Has any work been
undertaken by you to identify that?

There are further proposals that you
could put forward around possibilities
that we could include in amendments to
what is there. You have to get a balance
between what your members require and
the costs associated with that. At the
end of the day, if we make adjustments,
we have to make that up out of another
part. The part that | am identifying here
is annually managed expenditure (AME),
which comes from benefits. Irrespective
of the way that you look at it, it is all
coming out of the same pot. If you can
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718.

719.

720.

identify what that will be, we need to
be able to see some of those points.

It would be very helpful for us to have
some indication about where we stand.

Mr Barbour: | will take that while Matt
is doing a bit of checking up. What we
have here is an ideological perspective
from the Westminster Government. They
should have been doing the work to
identify the costs of all these changes.
The fact is that they had no interest
whatsoever in doing that because they
simply wanted to change public sector
pension schemes.

Mr Girvan: | appreciate that, in some
ways, the rest of the Civil Service is
different from the Fire Service. You fall
into a category where you must reach a
certain standard of fitness. You can sit
behind a desk in a wheelchair, but you
cannot go and attack a fire. The point is
that | want to find out where we are. You
are not talking to people who are trying
to shaft you. We are trying to do our
best to see whether accommodations
can be made in any way that will
minimise the impact on people from
Northern Ireland. We are trying to make
a very sensible argument about what
happens if people have to leave their job
at age 53 or 54 because of unfitness.
They will have to require benefits for
maybe 14 or 15 years.

Mr Starbuck: The Hutton report included
some stuff around returner rates for
what you would need in retirement.
Firefighters are saying that they probably
need two thirds of their salary to retire,
and the scheme is based around giving
two thirds of your salary on retirement.
We have not done the work in detail

that you outlined, but you can see that,
if people have to go after 15 years of
service but are unable to access their
pensions until, potentially, they are 66
or 68, they are totally dependent on

the state until that time. Even if they
can go at age 55 with a 40% reduction,
they are not going to hit the two thirds
replacement rate that they need, so they
are going to be a burden on the state.
That is probably something that we will
have to do a little bit more work on.

721.

722,

723.

724.

725.

726.

Mr Girvan: The issue is that,
statistically, it is so difficult to get
re-employed after you reach 50. It is
difficult to find another job.

Mr Starbuck: These people still have
mortgages; they still have everything to
pay. They have covered that by paying
into the pension scheme.

Mr Wrack: You could make an argument
that, if it is a youngish person’s job, fine,
go and get another job, but if someone
has committed themselves for 35 years
to a career in the Fire Service, it would
be difficult for them to do something
completely different. Some of them may
well do, but it becomes increasingly
difficult to retrain for another job at that
point.

Mr Girvan: But you would like some
words in it to say that there is that
possibility for those who are up to it.
There are the exceptions; there are
some who are extremely fit and could be
willing to stay on. There could be some
wording along the lines of, “no more
than 60".

Mr Wrack: | want to be clear: we have
no objection whatsoever to people
wanting to stay on as long as they are
fit enough to do so. Clearly, there are
people all across the UK and here in
Northern Ireland who maintain their
fitness well beyond that age. The old
scheme — the scheme that | joined

— was probably a disincentive to stay
on, but the 2006 scheme and the
proposed new scheme are an incentive
to work as long as possible because you
continue to accrue pension. Financially,
it is in your interest to work as long as
possible. We have no objections to that
aspect of it at all. However, it is unlikely
that there will be firefighters in sufficient
numbers who are able to maintain
fitness at that level to run an efficient
fire and rescue service.

Mr Girvan: There is no evidence to
prove that the Fire Service has ever
tried to create a bureaucracy or a level
of administration that would allow
personnel who have gone from the front
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735.

736.

line to move to the back office. That has
never been an issue.

Mr Wrack: No. | do not know about
Northern Ireland, but elsewhere, 20
years ago, there would possibly have
been more opportunities. The chance
has always been small because it is
such a small service anyway and it

has been focused on operations. The
overwhelming majority of the workforce
is operational, and that is even more the
case today.

Mr Barbour: There were more
opportunities across the water for
redeployment. We were in a different
situation because we have not been a
local authority fire service since 1973.

| note your earlier comment about
broadening it out. Our suggestion is that
clause 10(2) should be amended to add
wording such as:

“set in scheme regulations but must be no
more than 60°.

It will be very non-specific in opening
that. It is about creating flexibility at this
stage.

Mr Wrack: The amendment is worded
so that if, further down the line, you do
not agree with us, it does not prevent
you from doing whatever you decide to
do. It gives you the flexibility to have a
range of options that you might want to
consider.

Mr Starbuck: As it is currently written
in primary legislation, it takes away all
the flexibility for people to be able to
get out before 60 without the actuarial
reductions that we highlighted.

Mr Barbour: As it is currently written
across the water in Westminster, it
takes that away. That is why we want
something slightly different here.

Mr McCallister: Jim, you mentioned
contributions rising to 14-2%.

Mr Barbour: | am at 13-:2% at the
moment, John. | am due to be hit with
another 1-5% next April.

Mr MccCallister: So, it will be 14-7%.

737.
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741.

742,

Mr Barbour: It will be 14-7%. There are
people in the room here who will pay
even higher contributions than that; they
will pay around 15% by then.

Mr McCallister: What is the employer’s
contribution at that level? Are they
matching that?

Matt made a point about the levels

of opt-out that you are already
experiencing. Do you think that that

is solely due to the new pension
arrangements, or is it part of our wider
economic picture? If you look across
all types of employment, our levels

of pension uptake are fairly low in
places; people are putting off pensions
until they are into their 30s and 40s
because of financial pressures such
as mortgages, family costs and all
those sorts of things. | would like your
thoughts on whether that is solely due
to the change.

Mr Barbour: The Government are
proposing to change radically the ratio
between employee and employer. We
get the economic arguments in the
background. Sean has the detail of
what the 2015 scheme will look like,
particularly the government proposals.
There is a huge shift in the ratio. That is
one of our big concerns.

Mr Wrack: We have the figures; we can
provide them in writing if that helps. The
old one would have been about 2:1.
That is the old scheme, not the 2006
scheme. That is a closed scheme, so

it will gradually phase out. The ratio

is shifting because of the increase in
employee contributions. Is the current
scheme a little over 1:17?

Mr Starbuck: The NFPS is about 1-8:1.
It is coming down because the employee
contribution goes up. It started off at
8:5%, and it will potentially end up at
13:2%. The original NFPS was 14-5%
from the employer. It started off at about
1-8:1. The new 2015 scheme is where it
gets to almost 1:1; it is actually 1-05:1.
That is probably one of the worst in

the public sector even though we have
one of the highest contribution rates.
Firefighters would start off paying about
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13-2%, and the employers would be
paying 13-8%, so it has come right down
to almost 1:1.

Mr McCallister: That is one of the
reasons why | would say to anyone that,
if your employer is putting in 14%, it is
madness to opt out of that. | come from
a background of self-employment. | put
in my contribution and get tax relief on
it, but nobody else is putting in another
10%, 12% or 14%. | accept that it is a
huge change from a 2:1 ora 1-8:1. Is it
your sense that people are being forced
out because of that scheme or the wider
financial pressures in the economy?

Mr Starbuck: It is because it is
becoming more and more unaffordable
to people coming into the scheme. Matt
talked about the normal pension age

of 60. People are thinking that they will
not make 60; they think that they are
potentially looking at reaching 55, paying
a lot of money to reach 55 and losing
40% of their pension when they do so.
That is what people are saying.

Mitchel said that the government opt-
out figures at the time were less than
1%. We have done a lot of work to tell
people not to opt out. We have said

to the Government that they should

not just look at how many people have
opted out; they should look at what they
are saying about what they are going

to do in the future. The ResearchWorks
document, which includes the attitudes
of firefighters, reveals that a lot of them
are saying, “As soon as | see 60, | have
to go because | am not going to reach
that point.” We ask you to look at what
Northern Ireland firefighters are saying
about it as well. They are listening to us
at the moment. | am with you on that.
However, a scheme in which somebody
puts in the same amount as you is a
good scheme. We are not saying that
firefighter schemes are not good. That
is why we are trying to defend them.

If they were no good, we would not be
sitting here. The point is that firefighters
are saying that they are becoming
unaffordable. If the opt-outs become
too much, they will be unsustainable,
and the taxpayer — the very people we
are trying to protect — would end up

746.
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paying it on a pay-as-you-go scheme.
They would also be unworkable because
people cannot get to the NPA of 60. It is
a mixture of all three.

Mr McCallister: In an earlier answer to
Dominic’s question, | think that | picked
up that, in certain pension schemes, if
you collect them early, it is roughly 4%.
However, you are worse off because your
retirement age is 60. | was working on
65, which is the 40%. You would lose —

Mr Starbuck: If you take an actuarial
reduction, it is not from the normal
pension age of 60 but from the state
pension age of potentially 68 for some
people. So, in the worst-case scenario,
you would go at 55 and potentially lose
4% a year until you are 68. We are
looking at that.

Mr MccCallister: That clears it up. If |
was a firefighter and said, “| am going to
have to retire at 57, and | am only three
years off”, | am not losing 12% at that
point. You are saying that, if somebody
my age is in line to retire at 67 —

Mr Wrack: We are still discussing the
details of that. That bit is immensely
important. When is the actuarial
reduction calculated from and how much
is it? Is it 57 or 55? We do not have

a final position on those issues, and
those are the sorts of questions that
our members are asking. We are not
able to answer that because we do not
know the final position on, if you went at
57, for example, how much you would be
penalised.

Mr McCallister: That is absolutely
huge. Suddenly, if you went at 57 and
were losing 12%, it might be more
manageable.

Mr Barbour: It is a game-changer, John.

Mr MccCallister: Absolutely, Jim. If they
suddenly get penalised for 12 or 13
years, it is just a non-starter.

Mr Wrack: | will make a point about the
contribution ratios: that is, how much
does the individual scheme member put
in compared with the employer or the
taxpayer, however you want to term it.
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One of the points that we have debated
with the Westminster Government is
the generosity of the scheme. As Sean
said, we want quality schemes, and

we accept that we have had quality
schemes. That is important. However,
the end ratio after 2015 for firefighters
will be one of the worst in the public
sector. We presume that generosity
means how much does the employer
put in compared with you. So, compared
with virtually everyone else in the public
sector, it will become one of the worst
schemes and, therefore, in our view,
one of the least generous in the public
sector.

Mr McCallister: The ratio will, but
the percentage, as in the government
contribution, is probably still quite
generous, is it not?

Mr Starbuck: It is what you get for your
pound.

Mr Wrack: If you measure it by asking
how much am |, as a scheme member,
putting in compared with my employer
— we think that that is the reasonable
way to look at it — it is not the most
generous at all. | take your point that
there is still an employer’s contribution.
We acknowledge that.

Mr McCallister: As Jim said, the other
stuff is a game-changer, because it

is fine to have provision for medical
retirement, but you have that huge grey
area of people who are unfit but not
medically unfit. That will be a game-
changer.

Mr Barbour: That is one of the areas
that our Scottish colleagues have sought
to address, and, in recent days, they
have found some sort of a resolution

to it. So, it can be done within the
framework of a devolved Administration.

The Chairperson: Gentlemen, thank you
very much. We might send some written
questions your way after the session.
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760. The Chairperson: Folks, you are very
welcome. Bumper, do you want to

introduce your panel?

761. Mr Bumper Graham (Northern Ireland
Public Service Alliance): Yes. On my
left is Harry Baird from the First Division
Association and Nuala O’Donnell

from the Irish National Teachers’
Organisation. | am from the Northern
Ireland Public Service Alliance (NIPSA).
John O’Farrell is from the Irish Congress

of Trade Unions.

762. The Chairperson: Do you want to speak

on the proposed amendments?

763. Mr Graham: Yes. We were in for most
of the two earlier sets this morning.
Although they came to give specifics,
they strayed into some of the wider
generalities. Our approach is as the
single Irish Congress of Trade Unions
group representing all the unions. We
also continue to liaise with the affiliates

and non-affiliates.

764. Since we last met, | have been
disappointed by the quality of the

engagement that we have had with

765.

766.

Department of Finance and Personnel
(DFP) officials. We established the
public service pensions group. | noticed
that, in its response, it referred to the
consultation arrangements. We will set
aside the dispute over consultation and
negotiation. It referred to the work of the
Master of the Rolls, Lord Woolf, and its
own work on the Gunning principles, but
it has not applied those by engaging in
positive, meaningful consultation. When
you look at DFP’s response to you, you
see that it has become the master of
lengthy paragraphs that say no. It could
have probably shortened its response
and just said NO in capitals to cover all
the points that we made.

We met the Department as recently

as last week, but disappointingly there
was no engagement with us in terms of
their response to you on the points that
we raised. In the engagement process,
we are genuinely trying to deal with
normal, standard industrial relations
arrangements in negotiating with the
representatives of employers. | have to
say, wearing my Northern Ireland Local
Government Officers’ Superannuation
Committee (NILGOSC) scheme hat,
that in DFP’s response to you there is a
considerable power grab by it in areas
that heretofore were the responsibility
of the Department of the Environment
(DOE), given the unique difference
between the NILGOSC scheme, as

the single funded scheme, and the
other unfunded schemes, in which you
could understand DFP’s wider interest,
because it is responsible for the
allocation of moneys to Departments.

Again — and it cropped up, | think, in
the Fire Brigades Union (FBU) discussion
this morning — the Committee is
understandably looking for specific
Northern Ireland data. We have made
constant requests for the data for the
Northern Ireland schemes. We reiterated
that request last week and went through
the type of data that we need, such as
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the numbers in schemes, the gender
breakdown, those that are within the
protections outlined in the Public
Service Pensions Act at Westminster,
and a range of other data. DFP’s
response was, “You had better write

to us”. We have been pressing for that
data — as, | think, you have since we
were first in here — but we keep getting
fobbed off by DFP officials. If we cannot
get the data, that makes it difficult when
you rightly ask specific questions on
the evidence points, whether it be of
us, covering all the unions, or specific
unions.

Bizarrely, the Government Actuary’s
Department (GAD) letter also says,
“We did not have the schemes’ data”.
| have been dealing with actuaries
since about 1980, and | have defined
actuaries as a pretty pernickety bunch
of people who are fairly precise in
what they provide. Yet, here we have
the Government Actuary’s Department
saying, “We provided this information
without scheme-specific data, and our
figures could be £100 million out. It
could be £250 million, £300 million or
£350 million”. | have never experienced
actuaries coming forward with such a
range. It goes back to the point that

it did not do a detailed piece of work
because it did not have the data.

Most worrying, to some degree, is
DFP’s pretty flippant approach to what
we call the “Henry VIII” clauses, such
as clauses 3(3)(b) and 9(2). | know
that the Human Rights Commission
gave evidence on that last week. DFP
is saying, “Oh, we have no intention
of doing these things. Trust us.” Well,
asking a public servant to trust DFP
in the current scenario is beyond the
bounds of any reasonable person’s
expectations.

772,

| will touch briefly on other issues.

The ill health point featured again this
morning. Paul raised the issue of, well,
if it is not ill health, and you then just
go on to benefits, what is the degree of
subsidiarity for that? On the one hand,
you could say that that would come

out of the AME and the Westminster
pot, but it is still a cost on public

770.

771.

expenditure. The other side of the coin
is — we are pressing DFP on this point,
but it will not move on it — that if you
increase the normal age of retirement,
the propensity for ill health retirement
increases, and that becomes a cost on
the scheme. You then get into cost-
capping issues. That then will potentially
breach the ceiling, and then it is only
the employee’s pay for any breach of the
ceiling.

In the past day, we have received

the latest Treasury guidance on the
directions that it is going to give.

DFP has not given us a commitment
that it will formally engage in proper
negotiations with us as to how the
directions may be applied in Northern
Ireland. We are concerned that the
evidence that the Trades Union
Congress (TUC) has already given to

the Westminster Government about

that suggests that this could be loading
costs on to the scheme, which will
breach the cost ceiling and, again,

falls back on the employees to pay for,
despite the fact that this was supposed
to be a guarantee for 25 years of stable,
settled public service pension schemes.

| have two other brief points. | think

that the FBU submission this morning
mentioned that clause 8(1) still provides
for the creation of other schemes, which
could be defined-contribution schemes.
Again, we go back to the point that this
is supposed to be a settlement for

25 years. Why, then, have the proviso

to introduce other schemes that are
much worse than even what is being
proposed through the current changes?
We do not see that there is any scope or
need to have those provisions if this is
supposed to be a 25-year settlement on
public service pensions.

There is one last general point that |
would like to raise with you, and | only
got this information last week in my
role as a member on the committee of
the NILGOSC scheme. The actuaries
for the scheme, Aon Hewitt, produced a
report for us, because it is the triennial
review of the funded scheme, and life
expectancy in Northern Ireland is not
going in the direction that everybody
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thinks it is. At 2010, at the last
actuarial evaluation, it projected the

life expectancy of men at age 65 to be
87-9 years. It has now reduced that to
87. For a woman aged 65 in 2010, life
expectancy was 90-7, and that has been
reduced to 89-5. That is one piece of
firm evidence that we have that goes to
the point that we have made in previous
evidence sessions with you: that the
improvement in life expectancy was
going, to some degree, up on the graph.
We thought it was beginning to taper
out, but here is hard, imperial evidence
from the actuaries that there has been
a reduction, albeit a slight reduction, in
life expectancy and mortality in that one
Northern Ireland scheme.

We propose, in the absence of DFP
giving us access to all of the data, that
that is probably being replicated in the
other schemes. If you increase even
further the age of retirement, then we
will see a further and quicker drop in life
expectancy.

The Chairperson: Bumper, the British
Medical Association (BMA) pointed out
in its submission the ‘Working Longer
Review’ and the planned increase in
the normal pension age for staff in the
NHS pension scheme of 68, which is
currently being undertaken jointly by the
Westminster Government employers and
health unions. Are you involved in that
in any way? What is your awareness or
analysis of that?

Mr Graham: The health unions in
Northern Ireland have some access to
that information, and we will see the
report when it comes out, but it is only
dealing with England and Wales. One
of the things that we proposed was
that there should be a single exercise
undertaken in Northern Ireland across
all of the schemes — and, again, we
have had a negative response to that.

The Chairperson: How concerned are
you about clause 10(3)(a) and the state
pension age deferral, as we talked about
earlier?

Mr Graham: Well, the Government are
currently saying that they are going to
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increase state pension age to 66 and
then 67 from 2026, | think. They are
projecting that it will go to 68 quickly
thereafter, with a review in every
Parliament of what that age will be.
However, given what Prime Minister
Cameron is saying they will do to welfare
reform in their next manifesto, we
anticipate that, if the Conservatives are
re-elected, they will bring forward to a
much earlier date an increase to age 68,
and not wait until after 2026. That will
impact even further on job opportunities.
I know that you are hearing from the
Nevin Economic Research Institute next
week, and its paper on that is fair and
balanced and identifies the problems for
the labour market from increasing the
age of retirement. If you then increase
the rate at which you push up the state
pension age, that position becomes
even more acute.

The Chairperson: Just judging from the
evidence submitted by all the unions
today, there seems to be a trend, and
they are saying that there needs to

be a bit of flexibility in the Bill, and
also that the Assembly should have a
stronger voice in the proposals. If the
state pension age, for example, was to
change, we would, as the Bill stands,
have no influence over that. Do you
agree with that?

Mr Graham: We would encourage

that flexibility. Different members in
different schemes can make different
arguments that are specific to their
circumstances. However, in the general
run of things, there is value in what I call
the flexible decade of retirement. If you
took whatever age it is as the normal
retirement age and had a range plus or
minus five years, for those who would go
early, as many are likely to stay on past
the normal retirement age, particularly
projecting forward when you look at the
general economic position of people
coming into work later in life or coming
in and having to clear, particularly if they
are graduates, student loans, and the
whole issue of getting onto the property
ladder. They may decline membership
of the occupational pension scheme in
the early years of their career, and seek
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to join that later on. Therefore, as time
passes, more people are liable to stay,
if fit and if everything else is a fair wind
for them, beyond the normal retirement
age to get a better pension. However, for
the next 10, 15 or 20 years, that flexible
decade of retirement provides an option
for all parties.

Mr John O’Farrell (Irish Congress of
Trade Unions): | want to mention one
segment of the labour market that you
would maybe find working beyond 65 if
that flexible approach were extant. One
significant sector of the labour market
that will be affected will be women

who may have taken career breaks for
child-rearing or for other caring purposes
and were then given the opportunity to
continue working beyond a cut-off point
of 65 or 66 and, therefore, build up
their pension entitlements. As you know,
one of the key problems of pensioner
poverty involves women whose pension
contributions were affected by taking
breaks in career for child-raising
purposes.

Ms Nuala O’Donnell (Irish National
Teachers’ Organisation): The issue
with the linking of the state pension
age to the normal retirement age is
that it is on the main Bill and applies to
all public services. As you have heard
this morning, there are differences
across each sector. The accrual rates
are different within each scheme, and
the contribution rates are different, but
everybody will then have this imposed
in linking that, which is actually what

is causing the problem. In 2006 and
2007, each scheme was able to sit
down and negotiate on the actual
scheme issues and those that apply to
the individual scheme members. At that
stage, we agreed with the teachers that
65 would be the age, but for those who
entered the scheme from 1 April 2007,
and that is something | want to correct
from earlier: it does not apply to those
who were in the scheme prior to 1 April
2007. The issue is that it removes the
flexibilities that are needed and that
are different in each of the schemes.

It could be left to the schemes to
determine the issues for each scheme
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and to work out the issues, and that
was done previously and was agreed.
They were slightly different across each
scheme, but they apply to the individuals
in those schemes.

| want to pick up on what the NASUWT
said, because | am here representing
the Northern Ireland Teachers’ Council,
which represents all the teacher unions
as well. The issue with managers is that
there are more of them post-60. Part
of the reason for that is that they do
not have a route out prior to that age.
They are not eligible for redundancy
packages, because they can only go

if the post is being made redundant,
unless the school is closing, in most
instances, or the number of vice-
principals is being reduced from two to
one or from three to two or whatever.
That is one of the reasons why they
are still there: they cannot actually get
out before 60, and that is why there is
a slight imbalance there. There are a
number of reasons, but the main issue
for us is that if it is removed from the
primary legislation the issues can be
addressed in secondary legislation, but
if it is still there those issues cannot be
addressed at all.

Mr D Bradley: Does the Northern Ireland
Teachers’ Council broadly share the
analysis of the Bill that you heard this
morning from NASUWT?

Ms O’Donnell: In the main, it does,
Dominic. There were a few issues, as

I highlighted. The main issue for the
Northern Ireland Teachers’ Council is
the linking of the state pension age with
the normal retirement age, and the lack
of flexibility in relation to the secondary
legislation.

As Bumper has said, one of the key
issues for teachers is the lack of access
to the actuarial valuations. We have

not had one for so many years. The
2008 — there is now a consultation
from the Department of Education which
is talking about removing that and just
doing the 2012 one. It means that we
are negotiating in a vacuum and being
told that the scheme is in difficulty, but
we are not being given any information
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in relation to that, which is causing its
own problems. That is another issue.

Mr D Bradley: On that point, Bumper,

it is obvious that Committee members
and Assembly Members in general

will look at the possible costs of any
modifications that we make to the Bill to
shape it for the local situation. Are you
saying that it is almost impossible to
find accurate figures on that?

Mr Graham: Currently, yes. It goes back
to the point that | made earlier about
the GAD letter’'s approach to it. That is
why we have been pressing, first, in our
discussions with departmental officials,
to provide all the data to us, but
secondly, that before any propositions
could be brought forward we would have
to have a full actuarial review. That, then,
goes into the issue of the cost ceilings.
If you do not have a full actuarial review
to provide you with a sound basis for the
design of the new scheme, how do you
determine what the ceiling is going to be
and what measures may be taken three
years down the line to get the costs
back within the ceiling or determine

how much employees would have to pay
additionally or see benefit changes?

| have never gone into a set of
negotiations where the employer has
not done their homework. If you go in
to talk to any employer on a pay claim,
they will work out to the third decimal
point what the cost will be. | remember
having negotiations 10 or 12 years ago
with DFP as to what 0-0001% of the
NICS pay bill would get you, but here,
when it comes to pensions, which is
big numbers, there just seems to be

an attitude that it will work out in the
wash at some point. As | said earlier, |
have never met actuaries who took that
approach, other than the Government
Actuary’s Department aided and abetted
by DFR

Mr Mitchel McLaughlin: | was about
to give up there, because | am really
under pressure for another meeting.
There are a couple of issues that clearly
run across not just your position but
most of the trade union side’s evidence.
The NIPSA position is, clearly, that it
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has stated its opposition to the CARE
model. The equality impact assessment
that was conducted in England and
Wales came up with an argument that
it actually benefits people who are on
a lower salary progression, women,
minority ethnic groups in particular,
and people with disabilities. Have

you considered that as an argument
or evidence that impacts on your
proposition?

Mr Graham: To be fair, the NIPSA
position is that the CARE scheme could
in some cases benefit some people

but in other cases be detrimental. We
would want to see all that extrapolated
out. The difficulty for NIPSA is that

it has members in a number of the
schemes. You cannot compare someone
in the Civil Service scheme, who has

an accrual rate of approximately one
forty-fourth but only indexation by

the consumer price index (CPI) with
someone in the health service scheme
who has an accrual rate of one fifty-sixth
but indexation of CPI plus 1:5%. That

is why it is very difficult to come to a
general conclusion about CARE.

Mr Mitchel McLaughlin: Even if some of
your affiliated unions accept CARE?

Mr Graham: Some do, and some do not.
It depends on which scheme you are in,
and it relates as much to the accrual
rate and indexation in a scheme.

Mr Mitchel McLaughlin: | do not have
to tell the people on this panel, in
particular, because you have a very
focused interest on what goes on

at the Assembly, that, setting aside
assumptions that GAD has provided,
there is no question that there is a cost
factor to be calculated for a differential
approach adopted by the Assembly.
Have you considered how we can crack
that particular conundrum? You probably
broadly accept that Members would

be empathetic and sympathetic to the
workers.

Mr Graham: We accept that the view
from Westminster is that there is a
cost dimension to it. That goes back to
Paul’s point as well: how much of that
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is then offset by subsidiarity through
the benefit structure? That is why we
say that for every scheme published,

all the data should be produced so that
we can make these assessments. We
may consider, given the price of them,
whether it is worth our while to engage
actuaries. However, until we get all the
scheme data and the triennial reviews,
it would not be worth our while even to
contemplate doing that. The first thing
that an actuary is going to say is, “Give
me all the figures that need to be thrown
into the computer, and then we can tell
you that, if you do A, it will cost X, and if
you do B, it is going to cost Y.”

Mr Mitchel McLaughlin: | perfectly
understand that as a technical
approach. However, that does not help
us, as representatives in the Assembly,
and you to come to a common position.
Westminster controls the benefits
element of the subvention. We really
are between a rock and a hard place.

Is there not a better possibility? |

do not know whether you can do it
without prejudice, but there should be a
discussion that allows you to develop a
position that tailors the reforms here to
that kind of realities.

Mr Graham: Let me take you back

to where we were when we thought

we had an agreement in 2008. That
was that each scheme, at that point,
had a triennial review, which allowed,
in bilateral negotiations, for each
scheme to work out the cap and collar
arrangements. Although our members
may not have been happy, back in
2008, to accept the changes that were
made, they were, nevertheless, agreed
scheme changes. We never got to the
point of being able to take forward those
negotiations because, by the time we
got to the next triennial —

Mr Mitchel McLaughlin: They shifted
the goalposts. | know that. That will
probably continue, will it not?

Mr Graham: Yes. This is why | am very
cynical about the 25-year guarantee.
We have already seen the Treasury
making changes to the discount rate
and anticipated salaries. They have
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added 0-5% and raised it to 4-75%

for salary increases, yet we hear that
the Government is imposing public
sector pay restraint and not just for
the duration of this Parliament; it is
being signalled to continue through
and beyond the next. It is a bit bizarre
that one side of the Treasury says that
the public sector pay increase is going
to have to be brought to 4-75% and
then those who write George Osborne’s
speeches say that there is going to be
no public sector pay growth, not even
increments. It does not make sense.

Mr Mitchel McLaughlin: The balls are
in the air; | am just trying to get them
down. [Laughter.]

Mr Graham: The trade unions are
usually accused of trying to keep the
balls in the air.

Mr Mitchel McLaughlin: | would not say
that you are not keeping the balls up in
the air either, and | would not say that |
do not understand that. We are trying to
work this out in the best interests of our
workers.

Mr Graham: | suppose it comes back to
the data point. We are stumbling around
in the dark as much as you, because we
cannot get access to the data.

Mr Mitchel McLaughlin: There is the
working longer review and all of that.
There is probably a logic to what is
going on from an ideological point of
view if you are a Tory. You do the reviews
afterwards. We will just try, if we can, to
develop a position that the Executive will
be prepared to put on the line and say,
“Give us the information and the data;
let people understand the implications”.
We would need to work with you on that,
because they will simply play up the

fact that there are at least three or four
positions coming out of this region.

Ms O’Donnell: That goes back to the
point that | made earlier in relation to
linking the state pension age and the
normal pension age and taking that as
a broad sweep right across, without any
consideration of the individual schemes
and how they are currently different
anyway. Also, as Bumper said, going
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back to the negotiations of 2006-07,
leading to the changes in 2008, there
was an understanding that changes
needed to be made at that stage. |
think there is an understanding again
that there are issues that have to be
addressed. As Bumper said, we are not
being given the data to enable us to see
what those changes actually are. Also,
if those broad brush changes go across
the main Bill as well, we are not being
given the opportunity to look at how
they affect the individual schemes or to
address those. Those are some of the
main issues that we have in relation to
it. It is taking away the facility to look at
what is needed for each scheme and to
address the issues that are there.

Mr Mitchel McLaughlin: Whatever
about the benefits of reform — there
may be benefits there — | think that,
knowing what we have seen of this
Government’s approach, they do not
intend to improve the situation. One

of the earlier witnesses used the old
expression about pensions as deferred
salary. | think the Tories are taking that
literally. They are just going to reduce
the employers’ contribution, and, if they
have their way, it will be deferred salary
only or as close as they can drive it to
that point. We need to waken up to the
scale of that assault, and | do not think
we can afford to have all these individual
positions.

Mr O’Farrell: There are two small
aspects. The first point, which maybe
Bumper could add more detail to, is to
do with the process that we are going
through now; namely, the formulation of
the legislation itself and the fact that we
lack the detail of it. For example, if we
talk about one particular issue, which
has come up several times this morning,
namely the linkage to the state pension
age, we do not know how much of the
£300 million consists of that particular
aspect of the state pension age. We do
not know that scheme, let alone a broad
overall figure. We simply do not know.
That gives you of an example of the
vacuum that we are dealing with.

There is a second aspect that is related
to it and is worth pointing out. It is not
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just the rather irritating reminder in
about every third paragraph of DFP’s
response that DFP has a clear function
to safeguard public finances. We really
did not know that, but thank you for the
reminder. It is to do with DFP’s attitude
to negative resolution, which has been
raised by us and also by the Human
Rights Commission. There is something
that | would like to know, just out of
curiosity, from people who experience

it; namely, you, as working MLAs. If
legislation, regulations or directions
come down from the Department,
which is more likely to be seriously
looked at more diligently by MLAs

— something that requires positive
resolution or something that requires
negative resolution? My suspicion is
that DFP wants a negative resolution
process so that it can shovel through
directions. We discovered only recently
in our discussions with them that

they have this extraordinary power of
direction, which is like a self-appointed
form of gold-plating. Essentially, they
can just add on. The basis of it, as in
their response to us on clause 28, just
mentions in passing that the secondary
legislation will be drafted to comply with
the core provisions of the proposed
Assembly Bill on the basis of the
Executive’s decision of 8 March 2012 to
implement reforms in line with those for
the equivalent schemes in Great Britain.

That assumes a huge amount of
knowledge that was already there at
the time. We know for a fact that we
are talking about one piece of A4 paper,
which was given to the Executive under
the three-strikes-and-you-are-out rule on
8 March 2012. Again, that is why we
cannot answer your question; we do not
know what the answer is.

Mr Graham: There is one matter that
we do have an answer on because we
asked how much GAD charged for the
two rather inept pieces of work. Did
DFP consider spending £37,100 as
safeguarding the public purse?

Mr Mitchel McLaughlin: Yes, although
we may have some responsibility for
that because we insisted that they came
back with GAD.

163



Report on the Public Service Pensions Bill (NIA Bill 23/11-15)

811.

812.

813.

814.

815.

Mr Graham: We rightly insisted, but did
we get value for money out of £37,1007?

Mr Harry Baird (FDA): Picking up on
what Mitchel said about doing some
work, the previous delegation said that
you were still waiting on a response
from DFR but, of course, you got that in
the past couple of days. That response
is probably typical. We went away, spent
some money and got a bit of work
done, and it was basically rubbished.

In our view, it was rubbished on wrong
assumptions. They immediately latched
on to the £300 million. That was

totally wrong because, as John just
said, nobody yet knows the cost of

that specific aspect, in other words the
state pension age. They used the £300
million just like that, as if it is gospel. It
is plain what would happen if we were
to get together to spend more, because
that is an indication that there is
basically no point. Minds are made up.
That was like economist to economist.
It is not a response that you would have
expected. We certainly did not expect
it. It was like two economists who will
never agree.

Mr Mitchel McLaughlin: | do not

think that anybody is giving any great
credibility to those assumptions and
careless, throwaway sums. They are just
trying to intimidate people. At the end of
the day, however, we still have to square
the circle. If there are penalties, and |
suspect that delay or even amending
the Bill will have a cost, that then throws
up the question of which aspect of our
spending programmes do we impact to
pay for that. That is a serious challenge
for MLAs.

Mr O’Farrell: Absolutely, but, to reiterate
a point, if the Committee was inclined

to accept that some amendments
suggested by the trade union side are
worthy of consideration, it may be useful
to have a breakdown clause by clause. If
the Committee recommends a particular
amendment for a particular clause, what
will be the cost of that rather than some
general ballpark figure?

Mr Graham: Quite a number of the
amendments have no cost if you take
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the power-grab approach of DFR sucking
into its area of responsibility stuff that
is the legitimate responsibility of other
Departments, such as the Department
of the Environment.

Mr Mitchel McLaughlin: One aspect
that would make that attractive to me
would be if we could get much more
focussed costs, even incrementally.
They would not be estimates but costs,
because you would be dealing with
aspects of the scheme. It is really in
our joint interests here to figure out how
we can resolve the issue of the cost
penalty and see what the actual figure
is. People can then make judgements
about whether we can afford to do this
or not.

| have to run, | am sorry. | am 15
minutes late for another meeting.

The Chairperson: OK, Bumper. Thank
you all very much again.

Mr Graham: May | make a closing
comment?

The Chairperson: Yes.

Mr Graham: My take on the discussions
— “conversations” may be a better term
— that we had with DFP officials and the
nature of their written response to
yourselves, is that they are really
smarting that this did not just go through
on the nod via legislative consent. As we
said, this is a devolved matter, and it is
quite legitimate for you to examine the
issues in their totality and bring specific
Northern Ireland considerations to the
table. | am really annoyed at the
dismissive approach that we get from
DFP officials when we try to engage with
them in the negotiation sessions.

The Chairperson: | welcome your
contribution today, as well as those

of the other trade unions. We now
have firm proposals as well as an idea
of the cost of some of them, which
was missing. We very much welcome
that and will discuss it further. We

will probably also send you further
questions.

Mr Graham: OK. Thank you.
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824. The Chairperson: From the National
Association of Schoolmasters Union of
Women Teachers (NASUWT), | welcome
Dave Wilkinson, the national negotiating
official; Seamus Searson, the regional
organiser; and Justin McCamphill, a

serving teacher with the union.

825. Gentlemen, before we start, | think
that you have suggested some eight
amendments to the Bill. | wonder
whether you could go through the Bill
with members to ensure that there is
clarity on what you want to change.
Further to that, you may want to make

some general comments to start with.

826. Mr Justin McCamphill (NASUWT): | am
the Northern Ireland junior vice-president
of the NASUWT, and | have with me
Dave Wilkinson, our national negotiating
official with responsibility for pensions,
and Seamus Searson, our Northern
Ireland organiser, who has been referred
to in the documentation as representing
someone else, but he is representing
us here today. | will hand you over to
Dave first.

827. Mr Dave Wilkinson (NASUWT): Thanks,
Chair and members, for inviting us to
present this evidence. We are more than
happy to talk through the amendments.

| was going to start off by responding

828.
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in part to the correspondence that you
put on your website relating to the trade
union submissions to the Committee for
Finance and Personnel with the deadline
of 30 August. | will focus on the key
points and explain the purpose of the
amendments that the NASUWT is asking
the Committee to consider, and then my
colleagues will come in and explain the
perspective from the point of view of our
Northern Ireland organiser and also a
serving teacher and scheme member.

The amendments that we wish to

see made to the Bill that will protect
Northern Ireland teachers’ pensions
when the reformed teachers’ pension
scheme comes into operation will
improve the governance of the
teachers’ pension scheme and other
public service schemes and establish
higher standards of democracy and
accountability through the Northern
Ireland Assembly and invite greater
involvement of trade unions representing
scheme members than is currently the
case in the Bill.

| will comment on the correspondence
from Judith Finlay to Shane McAteer,
the Committee Clerk, on scheme-
specific comments made by the trade
unions. For clarity: our comments are
not largely scheme-specific; we make
very few scheme-specific comments.
Our comments relate to the overarching
legislation and the Bill. Features such
as the equalisation of the Northern
Ireland teachers’ pension scheme
normal pension age and state pension
age, the process of annual revaluation
of earnings and career average revalued
earnings (CARE), the Department of
Finance and Personnel (DFP) directions
and valuation process and scheme
governance through the pension board
and the scheme advisory board are all
in the Bill and will become legislation
if the Bill is passed. Those features
cannot be negotiated away through
scheme-specific discussions, so |
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want to address issues to do with the
architecture of the Bill.

| also want to address the response

to the letter that the Department sent
to the Northern Ireland Public Service
Alliance (NIPSA) — | know that NIPSA
will want to pick this up — relating to
the Government Actuary’s Department
(GAD) costings of the penalisation to the
block grant. We regard it as an utterly
bizarre comment about the method of
calculating the amount by which the
block grant will be reduced in the event
of failure to progress pensions reform:
the comment is that that is “irrelevant”
and that no response will be given to a
request to outline the method. | would
suggest that it is precisely the role

of the Assembly and the Committee

for Finance and Personnel to ensure
that the people of Northern Ireland,
including public service workers,

are not the victims of back-of-a-fag-
packet calculations by the Government
Actuary’s Department. Even allowing
for that, the exact nature of the final
calculated figure should not cloud the
appalling nature of the pressure that
the Treasury is bringing to bear on the
people of Northern Ireland through its
threat to reduce the block grant. Later
in your response to the trade union
submissions, you quote GAD’s phrase
“spurious accuracy” in respect of the
block grant deduction figure. We have to
make it clear that we see GAD'’s figure
as spurious, as it is provided without
justification and, therefore, cannot be
subject to analysis. We ask you to treat
it in the same way. | think that it is
absolutely appalling that GAD has not
been prepared to provide justification for
what was, of course, a racking up of that
figure to a £300 million deduction.

In the same way, the NASUWT regards
the macroeconomic arguments against
the increase in the pension age of
public service workers among the

most powerful for you. Given the high
proportion of public service workers in
Northern Ireland, which is incomparable
with England, Wales and Scotland,

the increase in the pension age could
deepen the recession in Northern
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Ireland by keeping unemployment high
for far longer than would otherwise

be the case. The scandal of graduate
teacher unemployment in Northern
Ireland, which is far higher than in
England, Wales and Scotland, would,
therefore, continue. My colleague
Seamus will go into that in more detail
and explain the impact that the scandal
of graduate unemployment has on
Northern Ireland teachers.

The NASUWT considers that the
Committee Stage should be further
extended, if necessary, to ensure that
Committees have an opportunity to
scrutinise thoroughly the Department’s
strategic policy division’s response to
the Nevin Economic Research Institute
paper. The explanation that is given in
the correspondence of 23 September is
that the strategic policy division has not
had time to produce a response to that.
We ask you to extend the Committee
Stage further to allow that response to
be properly scrutinised.

| will work through some of the clauses
that you address in the correspondence
of 23 September from the Department
to the Committee. | will look at clause
3(D) first. We do not consider that

it is sufficient for the Department
simply to give consent. This relates to
retrospective changes to public service
pensions. We do not accept that it is
sufficiently democratic and accountable
for DFP and relevant Departments

to fulfil such a decision-making role.
That should lie with the Assembly. We
consider that it is part of the democratic
role of the Northern Ireland Assembly to
do that.

As you will have picked up from our
submissions, one of our biggest
concerns is scheme governance. We
consider that the representatives on
pension boards and scheme advisory
boards should not be left to the vagaries
of scheme-specific discussions or be
within the gift of successive Ministers
of Education. That is leading to a
disastrous situation in England and
Wales, where the Secretary of State for
Education, Michael Gove, is picking the
overwhelming majority of members of
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those boards, with only two members
out of 12 on the pension board being
direct representatives of scheme
members through the trade unions. At
the moment, nobody on the scheme
advisory board is a representative
scheme member. Those boards will have
a crucial role in determining the future of
public service pensions should the cost
cap ever be breached.

You raised other points in the
correspondence of 23 September.

The NASUWT cannot accept that it is

in the interests of scheme members

for defined contribution schemes

to continue to be an option. The
Department of Finance and Personnel’s
response to what the trade unions

have had to say about clause 8(1) is
that it will limit options to close down
that option. From our perspective,
these are clearly detrimental options
that will deteriorate public service
pensions. Therefore, we seek protection
for scheme members by removing

the possibility of those options being
pursued in the future. That is also the
case for clause 11(5). You have rejected
the reasons for an amendment being
made to that clause.

We accept that there is no intention

on the part of the Northern Ireland
Executive to provide an alternative to
defined benefit schemes. However, the
legislation allows for scheme designs

to be varied to move away from those

in the future, and the NASUWT seeks
additional protections to ensure that
that deterioration does not occur.

Linked to that is our concern about

the Department’s response to the

trade unions over the amendment to
clause 21(1). That is at the heart of the
NASUWT’s disagreement with the lack of
protection that the Bill affords to public
service workers about future detrimental
changes.

In our view, the negative resolution
procedure in the Assembly does

not afford an appropriate level of
government scrutiny to ensure that
proper consultation on scheme
changes has been completed. There
should always be a debate and a vote
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in the Assembly on further changes

to public service workers’ pensions.

If the Assembly does not see that as

its democratic role, our members and
public service workers in Northern
Ireland, including all teachers, are saying
that they are being let down badly by the
democratic process. We strongly support
the Equality Commission’s and the
Human Rights Commission’s concerns
about those aspects of the Bill that
permit retrospective application.

We find bizarre the departmental
response to clause 8(5), stating that
expanding the permitted range of
scheme designs by regulations has no
direct effect on the pensions that are
actually provided. That makes no sense
to us as a statement. Expanding the
permitted range of scheme designs
would clearly have a direct effect. It
would be possible to have a scheme, for
example, that worsens the accrual rate
compared with the accrual rate that is
currently on the table.

One of the most significant issues in
the Bill — | am sure that you picked
this up from our submissions — is

the equalisation of teachers’ normal
pension age and the state pension

age. The NASUWT is supportive of

the aspirations of the Fire Brigades
Union (FBU), which you just heard from,
and the other uniformed services for

a normal pension age of under 60

for those services. However, what |
would say to you, Chair and Committee
members, is that that makes the normal
pension age of up to 68 for teachers
even more unacceptable. At a recent
meeting, for which | was present, one of
our younger members said that she did
not want to die at her desk. The ever-
increasing teachers’ pension age would
be harmful not only to Northern Ireland
teachers but to the education service

in Northern Ireland. Justin, who is a
serving Northern Ireland teacher, will
explain the implications of that to you in
greater detail.

On a couple of the other points that

the Department responded to on your
behalf, the NASUWT accepts that there
will not be consultation with the pension
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boards and the scheme advisory boards
on the initial valuations of the reformed
public service schemes, because

they will not have been brought into
existence. Over the next few months,
the initial consultation will take place
on the directions for the valuation of
the reformed public service schemes,
including the Northern Ireland teachers’
pension scheme. The valuation process
involves several specific aspects: the
DFP directions; the DFP regulations; and
the scheme’s specific assumptions on
teacher mortality and behaviour around
retirement. The NASUWT considers

that all that — the DFP directions

and regulations — should be subject

to consultation with all trade unions,
including the NASUWT, because they
will set the employer cost cap and
contribution rate, and determine, for
example, the circumstances in which
the cost cap could be breached, and
teachers’ pensions could be worsened
in the future. As you will appreciate, the
current legislation is that that would

be done by negative resolution, not
positive resolution. Hence our even
greater concern that there should be full
consultation on the DFP directions. That
has happened in England, Wales and
Scotland. The Treasury has consulted
all trade unions that represent scheme
members, and we expect DFP to do
likewise and consult on the draft
directions. The finalised directions
should also be subject to a consultation
process with all unions.

The Treasury, in fact, a couple of days
ago, issued its finalised directions for
public service schemes in England,
Wales and Scotland, which are subject
to that process of consultation with all
unions. To enable fair deal to protect
the pensions of public service workers
who are outsourced, we strongly believe
that the provisions should be included in
the Bill and not simply in guidance from
DFP or the Department of Education.

I will give you a good example of why
that should be the case. The new
Treasury fair deal policy for England
excludes workers in higher education
and further education completely,
because it classifies those sectors as

842.

843.

844.

845.

being in the private sector. It includes a
series of caveats and loopholes to allow
outsourced employers to offer broadly
comparable pension schemes or even to
pay compensation as an alternative to
the provision of a pension scheme. That
is presumably because it is Treasury
policy and guidance. It is your intention
that DFP will issue similar policy and
guidance. It is not an entitlement for
public service workers entered into
legislation.

| must say to you, as Committee
members, and to you, Chairman, that
the NASUWT’s proposed amendments
address all the above issues. They

are, with one exception, amendments
that would not permit the Treasury to
implement its threat to reduce the block
grant with any meaningful justification.
Reduction could not be justified. At

the moment, GAD is not offering any
justification for its figures anyway.

Even if it were to offer justification, the
Treasury would not be able to reduce
the block grant if the majority of our
amendments were to be accepted by the
Committee or Assembly.

I will be honest. There is an exception,
with the amendment to the clause that
equalises the teachers’ pension age
with the state pension age. There would
obviously be a cost to that. However, this
is absolutely crucial to our members’
well-being and to the education service
in Northern Ireland. That is why we make
that request to you, that equalisation of
the teachers’ pension age with the state
pension age does not occur.

Mr Weir: Have you calculated what that
cost would be?

Mr Wilkinson: We have not. | am sorry.
If GAD were to give us the basis of its
calculations, we would be able to work
that out through scrutinising them. It
must, by definition, be less than the
claimed penalisation that they would
bring about as a result of the Northern
Ireland teachers’ pension scheme not
being subject to the reforms that are
proposed, which | think is £60 million.
So it must, by definition, be less than that.
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We can explain to you the actual losses
that teachers would suffer in Northern
Ireland from current pensions reform.
Have a look at the supplementary
submission. The Committee for
Education asked for figures when the
Irish National Teachers’ Organisation
(INTO) gave evidence a few weeks ago.
The Committee said that it is all fine
and dandy talking about how bad things
are going to get, but it wanted to see
what was meant by that. The information
set out in the table is conditional

on the Northern Ireland teachers’
pension scheme having the same
design as the schemes for England,
Wales and Scotland. At the moment,
the proposal from the Department of
Education is that the scheme designs
should be identical. Have a look at

the supplementary evidence that was
submitted at the end of September or
in early October. There is a table that
shows how the pensions of teachers
reduce because of scheme reform.
Effectively, it projects teachers with
different career histories and ages into
the future, on one basis — that scheme
reform does not occur — and on
another — that it does occur. The blue
row shows the situation for teachers if
scheme reform does not occur; the final
red row shows the situation if it does
occur. The green row shows the situation
for teachers if scheme reform occurs,
and they take their pension at the age of
60 or 65 with actuarial reduction.

The representatives of the Fire Brigades
Union spoke about the reductions that
their members will suffer if they take
their pensions at the same age as they
do now. The Treasury has admitted that
it expects public service workers to do
that. It does not expect them to work
until they are 68 at all. In the case of
the uniformed services, it expects them
to work the additional years. They would
then suffer an actuarial reduction, which
the FBU explained as being around 40%.
For teachers, that could be as high as
60%, if they have a normal pension age
of 68 and take their pensions along

the lines that teachers’ behaviour

in Northern Ireland demonstrates at

848.

849.
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present. The table demonstrates the
impact.

| want to make some final points, which
are political — for want of a better word
— rather than the specifics of scheme
reform. They relate to the opportunities
that the Northern Ireland Assembly has
to ensure that its people — the people
of Northern Ireland, including public
service workers — are treated with
more fairness and justice than those in
England, Wales and Scotland. From our
perspective as a union, the people of
Great Britain and, of course, Northern
Ireland are in thrall to one of the most
vicious and pernicious Governments that
we have seen. You may not have seen
the full impact of this over here, but, in
England, they make a virtue of attacks
on the poor and the vulnerable and on
public service workers. They attack other
groups as well, but those two groups are
being attacked at the moment to whip
up a mood of public hysteria against

the poor and the vulnerable and against
public service workers and their salaries
and pensions.

We have spoken to our colleagues from
Northern Ireland, and you have not had
to endure what many people have to
endure in England, such as the bedroom
tax, for example, which in reforming
welfare benefits costs more than it
saves. In England, significant sections
of society are being driven to despair by
the actions of the Westminster coalition
Government. It has a similar impact for
you because we have the threat over
the penalisation of the block grant.
Attacks on the jobs, pay, conditions and
pensions of public service workers do
not have the same impact as attacks

on the poor and the vulnerable, but,
although it is lesser in some ways, it has
a similar impact on jobs.

The Public Service Pensions Bill

is being put through the Northern
Ireland Assembly as a different piece
of legislation from the Westminster
Public Service Pensions Act, which is
now in force across England, Wales
and Scotland, so you have a beneficial
opportunity not to replicate the
hostility that the Westminster coalition
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Government demonstrates towards
sizeable sections of its population.
There is no concept, as far as the
Westminster Government is concerned,
of the social good or the common good.
It seeks to identify targets and to drive
through detrimental policies that attack
those targets. You have the opportunity
to do better than that for public service
workers who have dedicated their lives
and careers to serving the people of
Northern Ireland. Northern Ireland has
a far higher number of public service
workers than England, Wales and
Scotland. They dedicate their lives

to serving the public and they have a
particular impact on the vulnerable. They
provide services to everybody, but it is
the poor and the vulnerable who need
those services the most, and it is the
poor and the vulnerable who benefit
from them.

851. There is a great deal of talk about equity
across Northern Ireland and England,
Wales and Scotland, but there should be
no equity of misery. The Assembly has
an opportunity to deliver a better and
fairer deal for public service workers on
pension provision, pay and jobs —
because it has an impact on jobs — than
is being delivered for public service
workers in England and Wales and, to a
certain extent, Scotland. | will finish
there and hand over to Seamus
Searson, our Northern Ireland organiser.
He will explain the impact that public
service pension reform and teachers’
pension reform is likely to have on
graduate employment and on
unemployment in Northern Ireland.

852. The Chairperson: Seamus, | do not want
to cut you off, but we are tight for time.

853. Mr Seamus Searson (NASUWT): Do
not worry; | will keep it short Good
morning, everybody. | will not go through
the bits that Dave has gone through; |
will just put some information before
you on the situation for teachers in
Northern Ireland. The figures are
based on General Teaching Council for
Northern Ireland (GTCNI) figures of the
number of teachers who are registered
who want to teach in Northern Ireland.
There are 27,610 teachers registered

854.

855.

856.

with the GTCNI, which you have to be if
you want to teach in Northern Ireland.
Fewer than 20,000 of them are in work.
That is what we face. Of that number,
only 500 are still in some form of work
over the age of 60, so a very small
number of that age group is involved

in teaching at the moment. We have
had a situation where — and this is
hidden among these figures — up to

a few years ago, there was still early
retirement available for teachers, and
some teachers took advantage of that
because of the situation at the time. In
recent years, a large number of teachers
have taken redundancy packages. In the
past three or four years, 500 teachers
were removed, and, this year, about

250 teachers have taken redundancy
packages. The number who wanted
redundancy was three times as many as
those who got it, which is an important
factor, and they were mostly in the age
range of 55 to 60. Part of their reason,
from my experience when | first came to
Northern Ireland, is that many teachers
were in their early 50s when they

took the early retirement package and
intended to go back into teaching and
carry on, doing subbing work or whatever
else it would have been.

Most teachers who took redundancy
packages over the past three or four
years say that they have done their time,
are burnt out, cannot offer any more and
just want to go. They are doing that long
before the age of 60.

You are aware of the unemployment rate
among newly qualified teachers (NQTs).
We need newly qualified teachers. It is
not easy to say that we will pull the plug
and not train them. We need a constant
flow of teachers to provide the service
and increasing motivation throughout
the system. We had an NQT seminar in
the last week of August before schools
went back. About 45 people attended
the briefing only five of whom had
permanent work, some of it maternity
cover for a year.

The situation is drastic, and if we force
teachers to work until they are 68 as

a consequence of the Bill, it will get
worse. The number of teachers starting
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to take a reduction in their pension

to get away is also increasing. It was
introduced in Northern Ireland in 2007
that teachers could take a reduced
pension. The uptake in the first couple
of years was low, but people are now
looking at that as an option to get away
from teaching. That is the situation that
we face, and it will get only worse if
these changes are introduced.

The Chairperson: You make pertinent
points about the state pension age in
clause 10(1)(a), which you propose to
remove. The Committee has not focused
much on that to date. Will you give us
more background on the possible raising
of the pension age to 67 or 68?7 Some
figures that we looked at will be of concern
to the general public, who may not be
aware of the state pension age possibly
being tied to whatever Westminster does
in passing this legislation. What was the
genesis of that?

Mr Wilkinson: As you are probably
aware, there is already in legislation an
increase in the state pension age over
time to 68. The equalisation of the state
pension age for men and women, which
goes back several years prior to this
government, did not result in a levelling
downwards and an improvement. It
resulted, of course, in the state pension
age for women increasing to 65.

Many of us, if you are around my

age anyway, will have been informed,
possibly by letter, that our state pension
age has increased from 65 to 66. The
projection is for that to increase to

67 and, in time, to 68. That affects a
significant cohort of teachers in their
twenties, who have a pension age of 68.

In comments two or three weeks ago,
Danny Alexander, the Treasury Minister,
said that the Treasury considers that the
increase in the state pension age has
not gone far enough or fast enough. As
a result — it is in the Pensions Bill that
is going through Parliament and which
applies to the whole of the UK, including
Northern Ireland — governments will
review the state pension age every five
years. Therefore, we can, | am afraid,
reasonably expect, depressing though it
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is, that the current situation of teachers
in their twenties looking a state pension
age of 68 will be brought forward so that
teachers older than that will be looking
at that state pension age.

We support our colleagues in the Fire
Brigades Union and the other uniformed
services unions that a pension age

of 60 is unrealistic for reasons to do
with the physical demands of the job.
Nevertheless, from our perspective

we are looking at an equalisation of

the state pension age and the normal
pension age for teachers, which means
that they will not be able to take their
teachers’ pension without reduction
until they reach the state pension age.
Therefore we are looking at a significant
increase in the number of years that
teachers have to work to take their
pension. Even when they take it —

as you can see from the table in our
supplementary evidence, which is taken
from the teachers’ pension scheme
website for England and Wales — those
pension benefits are worse than they
would have been under the current
scheme anyway. That is the significance
of it.

Justin will outline some of the issues for
ordinary teachers, because, of course,
ordinary teachers are more important
than people like me who are union
officials. Justin will outline the impact of
that for serving teachers.

The Chairperson: Just before we bring
you in, Justin, is there an acceptance of
the 65 normal pension age (NPA)?

Mr Wilkinson: There is, from our
perspective, an acceptance of the 65
NPA in the sense that we have a current
scheme, post-2007, with a 65 NPA. We
still want to be able to have discussions
with the Department of Education

and employers about how beneficial
provision could be brought in to allow
teachers to continue to retire at 60, but,
in principle, there is an acceptance of
the 65 NPA.

Mr McCampihill: | will give a personal
perspective of what it is like in schools.
| started my career in teaching with the
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promise of retirement at 60. Although
many teachers do not think about a
pension when they begin their career, it
was something that | was well aware of.
| have always looked on my pension as
deferred salary. As a maths graduate
who had many career options, | chose
teaching, not for the salary or even

the holidays — [Laughter.] — but for
what | could offer to young people in
helping them to develop their skills and
knowledge. However, | am not a fool
either. | would not have taken on a job if
| could not earn a decent living from it. |
chose the job that | wanted and agreed
to be paid on the agreed pay scale,
along with the terms and conditions,
including the pension. However, like
many other public servants, | am being
given a massive pay cut, not only
through increased contributions but
through a deterioration in my deferred
income from the pension if | chose to
retire at the planned retirement age. As
| am the sole breadwinner for my family,
that pension will have to support both
my wife and me in retirement. | hope
that my two-year-old daughter realises
that when she is twenty-one she will
have a massive burden.

Teaching is a stressful job that most

of us manage well, and some brave
souls have managed it well into their
60s. | have never met one who was not
a principal, but | believe that they are
out there. My suspicion is that the UK
Government, when they proposed the
legislation that we are on the verge of
agreeing to here, were aware that most
teachers would quit long before 68. The
consequence will be poverty pensions,
particularly for those who feel that they
cannot cope with the demands of the
job in their mid-50s. | am not suggesting
that those teachers are not capable of
other work, but they are unlikely to get
many other opportunities. Unfortunately,
as we get older our health deteriorates,
and, although some will muddle through,
with frequent hospital appointments and
periods of absence due to ill health, the
effect on our schools will be disastrous.
A school with a large number of ill
teachers will find it hard to cope with
those pressures. The Minister has taken
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positive steps to employ young teachers,
and my own school is benefiting
enormously from that scheme, but if
there is no turnover in the workforce,
what hope will there be for those young
teachers in finding future employment?

| acknowledge that the pension scheme
that | belong to is in some ways even
better than your own. It is not the case,
as many of the public believe, that
politicians benefit from an over-generous
scheme. However, there are one or two
aspects of your scheme that we would
like in our own. As MLAs, you get to
choose your own trustees. Your scheme
has a fixed retirement age of 65, which
will not vary with the state retirement
age. When, in 2009, your accrual rate
changed to one fiftieth to one fortieth,
we had a similar drop. It looks good
from the outside, but when you look at
the changes in the lump-sum benefit
and the increase in the years worked, it
looks less good.

Finally, if these changes happen, my
service, up to whatever age | am in
2015, will be protected, but only if |
retire at 60. If | choose to teach beyond
60, | cannot access that part of my
pension, and that should be looked at.

Mr D Bradley: | declare an interest as
a former teacher, a former member of
the NASUWT and a current member of
the Northern Ireland teachers’ pension
scheme. | will not be like Julius Caesar
and turn my back on the latter and put
my head in the clouds and scorn the
base degrees by which | did ascend.

Mr Weir: Dominic, we all know what
happened when Julius Caesar turned his
back. [Laughter.]

Mr D Bradley: Seamus, you said that
there are 500 teachers still in service
over the age of 60. Most of the people
who started with me in 1978 are either
retired or are in management positions.
How many of those 500 work in class-
rooms and how many in managerial
positions?

Mr Searson: A good number of them
will be in management positions and

172



Minutes of Evidence — 9 October 2013

873.

874.

875.

876.

877.

878.

879.

senior management positions, not in the
classroom.

Mr D Bradley: When | was on the
Education Committee, there were about
5,000-plus qualified teachers who had
never been in full-time employment; you
are telling me that that has increased

to more than 7,000. If this scheme
goes ahead, there will be an even bigger
annual increase in that.

Mr Searson: It also does not include
those who have crossed the water to get
work. These are only the ones who are
registered in Northern Ireland, so a good
number will have gone across the sea.

Mr D Bradley: | find myself in agreement
with most of the points that you have
made. My experience is that when
people who are involved in teaching,
especially in the classroom rather than
in management, reach age of about

55, they have probably done their best
work. To ask them to work on for a
further 13 years is absolutely crazy and
unacceptable. From the point of view of
teachers, this is an area of the Bill that
we need to look at again, not only for the
delivery of the service but to ensure that
young teachers get the opportunity to
teach and to be employed as teachers.
Thanks very much for your presentation.

Mr McCallister: Thanks for the
presentation. You said that you could
be worse off than the Fire Service guys.
They were talking about 40%, and you
were talking about 60%. How did you
arrive at that figure?

Mr Wilkinson: This is assuming that a
teacher has a normal retirement age of
68 and goes at 55.

Mr McCallister: | do not know whether
| have to declare an interest, but my
wife is a teacher, not that | will probably
benefit much from it.

Mr Wilkinson: This assumes that
teachers have a normal retirement age
of 68 and go at 55. In current schemes,
the early retirement factor from 65 to 68
is 3% a year and then 5% a year from

55 to 65, which gives a 9% actuarial
reduction from 68 to 65. Colleagues, the
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early retirement factors vary for actuarial
reduction for teachers. They tend to
be revalued every couple of years by
the Government Actuary’s Department,
but they average about 5% reduction
for each year that a teacher goes
early. Therefore a teacher who takes
their pension 13 years early, allowing
for the 3% actuarial reduction factors
from 65 to 68, will suffer a reduction
in their pension of about 60%. It would
be higher if there were not lower early
retirement factors between 65 and 68.

Mr McCallister: What would be the
reason for going earlier? Would it be ill
health or stress?

Mr Wilkinson: Yes. At the moment,
there is an ill health option, as there

is in all public service schemes; there
are ill health benefits that teachers
can take. If they qualify for that, they
will get their pension without actuarial
reduction, in relation to what they have
paid in, or they could get some form

of enhancement. Alongside the Fire
Brigades Union, we take the view that
there is likely to be an increase in
applications for ill health retirement,
because of the later pension age.
Many of the applications for ill health
retirement, particularly those due to
teachers breaking down on the job, tend
to be from teachers who are getting
close to the normal pension age. That
in itself would have a cost impact on
the scheme. The threshold for ill health
benefits is demanding: you have to be
permanently unfit to teach. It is often
teachers who do not reach the threshold
for ill health benefits who apply. They
are simply unable to keep pace with
the demands and stresses of the job,
or they face redundancy. That is the
reality. In England and Wales particularly
we are seeing a significant attack on
jobs. Teachers face redundancy in
circumstances in which payments are
not enhanced by employers. Therefore,
in order to ensure that they have

some income during the period of
unemployment, they take any pension
they can. Those are the circumstances.
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882. Mr MccCallister: Payments to their 892.

pension are enhanced by employers. Do
you mean payments after they retire?

883. Mr Wilkinson: Seamus, | want to be
confident that | am not getting this
wrong: is there a facility in Northern
Ireland to enhance pension benefits for
teachers who are made redundant?

884. Mr Searson: There is not. The employer 893.

does not increase the pension
contributions.

885. Mr Wilkinson: However, they pay a 894.

redundancy.

886. Mr MccCallister: They pay a redundancy.
It is like that redundancy scheme that
we had — pay redundancy, and then
your pension —

887. Mr Searson: Teachers who are made
redundant in Northern Ireland just get
redundancy pay. That is the end of the
story.

888. Mr MccCallister: They can claim their
pension after —

889. Mr Searson: They can claim it at any
point after that, yes.

890. Mr Wilkinson: They can claim their
pension at any point over 55, but it
would be actuarially reduced. The point
about having the later pension age is
that the actuarial reduction would be
higher. At the moment, it is going to
be up to five years’ reduction for most
teachers, so you are looking at a 25%
reduction in the pension. Once public
service reform goes through, you will be
looking at teachers having to suffer a far
higher reduction. It is then that you will
be looking at up to 60% reductions. You
will also be looking at the circumstance
of poverty pensions, which Justin
mentioned. | do not want to mislead you
on this: there is a facility for employers
to enhance pensions in the event of
redundancy in England and Wales; in
Northern Ireland, that does not occur.

891. Mr Searson: Legislation is still there,
but it is not done, so it does not take
place.

Mr McCallister: Those moves on the
general age are affecting all of us. The
projected retirement age of somebody
of my age is 67. That is when | will

be able to claim a state pension. Just
in case you want to stand for office, |
understand that they may change our
pension scheme here as well. Thanks,
Chairman.

Mr Weir: | think that it is already
changed or is in the process of being
changing.

Mr Wilkinson: We accept that there is
that change, but we ask you to look at

it in the round, particularly taking into
account the wider economic picture.

The level of teacher unemployment in
Northern Ireland is scandalous; it is

not comparable in the rest of the UK. In
Scotland, teachers have a right to a job
when they qualify; in England and Wales,
there is still far lower unemployment
than teacher unemployment. | taught

in England for nearly 30 years; | was at
one school in Derby for 25 years. A large
number of young teachers started at the
same time as me in 1987, well over half
of whom were Irish. They came to teach
in England. That reduced year on year as
a result of increased job opportunities
here and the improving economy in
Ireland. Now, however, graduate teachers
have to travel to England to seek work,
and that is in an increasingly competitive
job market, because jobs over there are
going as well. Once you factor in forcing
teachers to stay in the classroom for up
to eight years longer, which reduces the
number of vacancies available, it is a
scandalous waste of all that training and
enthusiasm that new young teachers
bring to the profession. As Justin said,
no teacher goes into the job to make
money. You would perhaps set yourself
up in England as a free school principal
or you would try to set up an academy
chain if you were going to do that, but
most teachers do not do that. They go
into it because they genuinely want to
have a beneficial impact not just on

the education of the young people they
teach but on the whole of their lives.
They want to create a better society
through education and teaching. Much
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of that is being lost in Northern Ireland
because of the scandalously high levels
of graduate unemployment, and it will be
exacerbated by the reforms. | know that
it was not you who have done it, but we
are extremely concerned that the wider
picture has not been taken into account.

The Chairperson: On the point of the
newly qualified teachers, most young
teachers | know are either in England
or are working in a different post here
somewhere; | know very few of them
who actually went on to be teachers. As
Seamus said, it is an extreme situation.
Do have any figures for the amount of
public money invested in training that

is going to waste as a result of the
situation and how that would be affected
by a further blockage?

Mr Wilkinson: We could provide that.
This is not an argument for cutting the
training places available for teachers in
Northern Ireland. It is one of the very
positive aspects of Northern Ireland
society that education and teaching

are held in high regard. In England,
barely a day goes by without teachers,
alongside other public service workers,
including nurses and all workers in the
health service, being attacked, vilified
and blamed for all the ills of society. Our
members, particularly when they come
to England to work, say that it is just
not the same in Northern Ireland, where
education is valued and there is still
respect for teachers and public service
workers. People are acting to deliver
services to the public; they are not
public service workers because they are
some form of scrounger, which is what
is presented over and again in England,
particularly, by the current Government.
We would not want it to be an argument
for cutting training places. You have

a superb resource of expertise, and

the vacancies should be there to allow
Northern Ireland society to profit from it.

The Chairperson: Gentlemen, thank you
very much.
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Mr Paul Girvan

Mr John McCallister

Mr Mitchel McLaughlin

Mr Adrian McQuillan

Mr Peter Weir

Witnesses:

Mr Andy Blake
Dr Paul Darragh

British Medical
Association

898. The Chairperson: | welcome Dr Paul
Darragh, chairman of the NI council
of the British Medical Association
(BMA), and Andy Blake, the head of the
pensions department. If it is OK with
you, we will go straight into questions.

899. | wantto flag up an issue in the paper
that you submitted to the Committee on
the career average revalued earnings
(CARE) scheme. You said:

“The NI Executive should commit to adopting
a fairer approach by ensuring that subsequent
regulations prescribe a much flatter structure
for the NHS scheme contribution.”

900. Perhaps you could elaborate on that.

901. Mr Andy Blake (British Medical
Association): Historically, the NHS
pension scheme has been a final salary
scheme. We accept that that gives
better value to higher paid members
of the scheme because there is an
expectation that their salary will rise
steadily throughout their career to its
highest point at retirement; whereas,
if you have a flatter earnings pattern
throughout your career, a final salary
scheme will be less beneficial. In
a career average scheme, it is,
essentially, worth the same to everyone,
and therefore the steep tiering of
contributions is not so justified.

902.

903.

904.

905.

906.

The Chairperson: Are there any specific
amendments that you would propose to
the Bill having seen the Department’s
response to your written submission?

Dr Paul Darragh (British Medical
Association): We list proposed
amendments in our document. We
want stronger amendments to curtail
sweeping new powers that would

allow successive Executives to make
unilateral and retrospective changes

to accrued benefits in public sector
pension schemes. If those powers are
enacted, they will completely undermine
the guarantee that this is a settlement
for a generation. It is supposed to last
for 25 years. We have had experience
of that, because we entered into
negotiations in good faith in 2008.

We were told at that time that the
settlement would last for a generation,
only to see it upturned within four years.

We also ask for assurances that the
arrangements for the scheme will

be robust and that the proposed
arrangements will meet the
requirements for effective governance.
Specifically, we ask that

“The Department of Finance and Personnel’s
control over valuations and over the employer
cost cap must be tempered with requirements
to consult more widely”

and that

“The N | Executive should commit to adopting
a fairer approach in the new Career Average
Revalued Earnings (CARE) scheme”.

Amendments to the Bill are needed to
allow the Working Longer review to be
completed because, as it is, it looks as
though the Bill will be pushed through
without consideration being given to its
findings.

The Chairperson: | am looking at
paragraph 7 of your submission, which
raises a general point about clauses
4 10 6. Is there a particular issue
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907.

908.

909.

910.

911.

912.

913.

914.

with compliance with the Pensions
Regulator?

Mr Blake: Sorry. Could you repeat the
question?

The Chairperson: In paragraph 7 of your
paper, there is reference to the Pensions
Regulator.

Mr Blake: Yes. At the moment,

in England and Wales, there is a
governance group, and a technical
advisory group below that. There

are Northern Ireland and Scottish
representatives on that committee,
representing all three schemes. There
is representation from employers, the
Health Department and trade unions.
We would like to see the continuation
of that level of trade union/employee
representation continue.

The Chairperson: Just to be clear, you
want compliance with the Pensions
Regulator to continue?

Mr Blake: Absolutely.

Mr Girvan: Thank you very much for
coming along. On the career average
issue, changes probably have to be made
because it has been demonstrated that
many people are promoted a year prior
to retirement and therefore leave the job
on a fairly enhanced salary scale. After
just one year, they can reap the benefit
in the pension because it is a final
salary scheme. | wonder whether that
has been the case in the medical
profession. Has that been evident in the
BMA? Have surveys of your profession
picked that up?

Mr Blake: | cannot speak about the
whole public sector, but, in the health
service, there is internal governance

to pick that sort of anomaly up. That

is reported in the media quite often,

in my experience, quite often in local
government, but there are internal
governance procedures in the health
service that pick up that sort of spike to
avoid any gaming of the system.

Mr Girvan: To be honest, | do not have
the same faith in the governance within
the health system.

915.

916.

917.

918.

9109.

920.

921.

922,

923.

924.

925.

Mr Blake: | am not saying that | have
particular faith in it. | am simply stating
that | am aware that it is there, on
behalf of the Department.

Mr Girvan: If the proposed changes to
the scheme go ahead, do you see many
of your members wanting to opt out of it?

Mr Blake: The evidence that we have
seen shows that quite a lot of people
have already opted out. The BMA has
carried out surveys of our members
in the three schemes in England and
Wales, Northern Ireland and Scotland,
and it is evident that a lot of doctors
have brought forward their retirement
plans. Over the past 18 months to
two years, we have seen a spike

in attendance numbers at the pre-
retirement seminars that we run.

Mr Girvan: Do you have a figure for the
percentage of the overall numbers who
have opted out?

Mr Blake: | cannot give you a definitive
figure at this point.

Dr Darragh: Perhaps your question was
geared towards whether this is still

a beneficial scheme, compared with
others. We are saying that people are
voting with their feet and are leaving the
scheme by retiring early.

Mr Weir: Are they switching to a
different scheme though?

Dr Darragh: No. They are retiring early
and leaving the health service. We have
to deal with that, because it will have an
effect on manpower. Several colleagues
have told me privately that they are leaving
early, and several have already left. |
know that that is anecdotal evidence,
and | do not have precise figures, but
that is what | see on the ground.

Mr Weir: | appreciate the point that you
make, but it is an answer to a different
question. Paul asked whether people are
switching to a different scheme.

Mr Blake: | do not understand what you
mean by that.

Mr Weir: For example, are they seeking
a different private pension provider?
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927.

928.

929.

930.

931.

932.

Retiring early is different from switching
to a different scheme.

Mr Blake: No one would really consider
switching from a public sector pension
scheme to a personal pension because
the employer does not pay anything into
a personal pension.

Mr Weir: So the scheme, even as
adjusted, is massively advantageous to
your members?

Mr Blake: The scheme is better than
that which is offered on a private basis,
but not as good as the one that has
been in place historically.

Mr Weir: We are dealing with a slightly
different situation now. Realistically,
using a final career salary as the
basis of the scheme as opposed to
career average earnings is simply not
sustainable. | respectfully submit that
senior doctors are paid a very large
amount of money, and that perhaps
makes the idea of promotion a moot
point, because they do not need a
promotion.

Paragraph 16 mentions “steep tiering”.
Could you expand on the point about
steep tiering being unjustified in a
CARE scheme? How do you see that
operating?

Mr Blake: As | said earlier, higher
earners in any final salary scheme will
always receive a proportionately higher
benefit than someone with a flatter
earnings structure over their career. It is
completely different in a career average
scheme because you are just pensioning
income in year, and so you are accruing
a percentage of your income in that year.
Therefore, relatively speaking, you are
getting the same value per pound as
anyone else in the scheme, regardless
of your earnings, because you are paying
a percentage of your pay.

942,

From next year, the highest earners

in the NHS pension scheme would be
paying 14-5%, compared with the lower
earners, who would be paying, | think,
around 6% or 6-5%. To extend the
current steep tiering and carry it over
into a situation where 75% of members

933.

934.

935.

936.

937.

938.

939.

940.

941.

943.

944.

of the NHS pension scheme are in a
career average scheme is not, in our
view, justifiable.

Mr Weir: If steep tiering were retained
in the career average scheme, it would
hit the higher earners a lot harder,
effectively.

Mr Blake: It would mean —
Mr Weir: Or disproportionately.

Mr Blake: Yes. It would mean that they
would pay disproportionately a good deal
more than lower earners.

Mr Weir: Would that, therefore,
disproportionately hit your members?

Mr Blake: | suggest that it would.
Mr Weir: OK. Thank you.

The Chairperson: In paragraphs 18
and 19 of your submission, which are
about the Working Longer review, you
recommend adopting a wait-and-see
approach. Do you expect any particular
recommendations to come out of that
on the capping of the pension age?

Mr Blake: The Working Longer review
has just closed its call for evidence.
Organisations, stakeholders, individuals,
employers, and so on, have had the
opportunity to submit evidence to the
review for consideration. We understand
that the report of the Working Longer
review is due in the next month or so.

The Chairperson: Do you have any
expectation that it will come out with
something that will back up your
arguments?

Mr Blake: The point | would make
about the Working Longer review is
that it was set up to look at the effect
of individuals who are employed in the
public sector working longer. Therefore
to bring in changes to pensions that
include extending working life before
that review has had an opportunity to
make recommendations seems slightly
illogical.

Mr Mitchel McLaughlin: It can be
quite problematic to try to develop
a case that is based on particular
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945.

946.

947.

sectoral pressures and dynamics. |
think that people generally recognise
that there are very significant stresses
and dynamics in the broad medical
practising profession. You have already
talked about the Working Longer review.
Clearly, societal and demographic
issues, such as people living longer,
have impacts, not necessarily in labour
market terms but in society, with people
perhaps requiring more intensive
medical support as they get older. To
what extent would a medical workforce
planning process inform or provide an
evidence case for setting a specific
retirement age that is different from the
national pension levels?

Dr Darragh: We have always been
pushing for more effective medical
workforce planning in the Northern
Ireland context. It has been a long time
coming. We keep getting promises.

We need that information if we are
going to meet the rising demographic
challenges that you mentioned, Mitchel.
The increase in population and inversion
of the age pyramid is a challenge that
we really need to meet. Look at the
evidence on linking the normal pension
age to the state pension age, rising

to 68 by 2046, with the exemption of
firefighters, police and the armed forces
— those working on the front line. You
will have police and firefighters dealing
with someone, then bringing them to

a 68-year-old consultant in a casualty
department with all the stresses
associated with that.

You are probably aware of Sir Michael
Marmot, who did a lot of work on health
inequalities and how we can deal with
the health service. He made a very good
point when he asked Andrew Lansley
whether he had considered what would
happen to stress levels and sickness
absence if the proposals were brought
in. How would that be managed in the
medical workforce? Traditionally, the
medical workforce has been one that does
not take a great deal of time off sick.
That will change if you force people in a
stressful situation to work even harder.

In 2010, the then Health Minister
was approached by consultants from

948.

949.

950.

emergency departments who warned
him of the catastrophe that was about
to face us regarding staffing emergency
departments. Since then, we have had
pay freezes, there have been great
changes in grants affecting young
doctors so they are now graduating
with enormous debt, they are facing a
pension scheme that means that they
will have to pay in more for longer to get
less out when they retire at the age of
68, and we wonder why we are having

a bit of a staffing crisis. It can only

get worse.

Mr Mitchel McLaughlin: | suspect that
that pretty well describes the situation,
which | am convinced will develop. | am
trying to build on the acceptance that
there are exceptions for some front line
services. The question is about how we
provide convincing evidence that such
an exception should be applied to the
medical profession. There is a front line
dimension.

My sense is that there is no political
support for this, and | think that is
predictable from the point of view of
the approach of the Government at this
stage. There is little that the Assembly
can do about developing a bespoke
approach, but | would certainly like

to explore it. Are there any examples,
even in international practice, that we
can look at where this kind of process
occurs? You would think that such
evidence would be de rigueur, anyway,
in planning for the future. If we were
talking about a settlement, say for the
next 25 years, we certainly should have
a clear perspective regarding the trends
and projections of the type of services
that will need to be sustained in all
circumstances over that period.

| think that we are operating pretty
much blind — it would appear that
Westminster is, too — when we consider
the Working Longer review and the
back-to-front approach. Is there anything
that you could point us towards that
would give us an argument, either
internationally or whatever? Is any
economic modelling being done on the
workforce requirements of the medical
profession?
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952.

953.

954.

955.

Mr Blake: Perhaps this is an obvious
point, but you mentioned that the budget
for health is fixed, to an extent, and
within that, you have essentially got an
ageing workforce. Take the particular
case of doctors. If you were expecting
consultants and GPs to work longer,
perhaps until 68, clearly they would be
a lot more expensive to employ than
junior doctors coming up through the
ranks. This legislation would add to that
cost by forcing people to work longer for
economic reasons.

A line can be drawn in the sand
regarding protected groups and their
normal pension ages. We look across
at the fire service and the police
service and note that there are desk-
bound employees with a protected
normal pension age of 60, yet an A&E
consultant in a busy hospital would be
expected to work until age 68. That
seems illogical.

Mr Mitchel McLaughlin: Yes. However,
we have been told in evidence sessions
that there is limited ability for those
services to absorb that particular
opportunity for, say, desk-bound activity,
when you consider the fitness levels
that are required for operational activity.

With regard to the medical profession,
I, and, | suspect, a lot other people,
would be looking at the number of
consultants who manage to juggle their
public health service role with a private
consultancy practice. That also has to
bring pressures. What | am particularly
concerned about in this context is the
numbers of people who, thinking about
their own future, would opt for private
practice rather than staying in the health
service.

Dr Darragh: It is a worry, Mitchel. |
have heard younger doctors saying,
“Well, | will just go and do more private
practice.” To be perfectly honest, | am
a great believer in the NHS. | studied in
Dublin. | came back to Northern Ireland
because | believed in the NHS. | could
have stayed down there and earned a
lot more, but | believed in the NHS, in
Northern Ireland and its people. | came
back. What | see happening fills me

956.

957.

958.

959.

960.

with horror. We are working together and
endeavouring to work with the Minister
to implement Transforming Your Care for
the betterment of the people of Northern
Ireland. | see changes being made to
the payment scheme for doctors that |
think will act only to deter people from
choosing and being retained in that
career in future.

Mr Mitchel McLaughlin: | read your
submission over the past number of
days. To an extent, you almost have to
dig into it to find that issue. You allude
to that particular dynamic, but it seems
to me that it is quite a strong issue that
should have been explored more. Did
you consider that as part of compiling
the submission and decide against
being explicit about the pressures that it
would put upon the workforce?

Dr Darragh: | do not think that we

have any exact evidence on the effect
of shifting people into taking on more
private practice work. All that | can do

is repeat anecdotes that have been
expressed to me in my normal working
day. | do not know whether any work has
been done on it.

Mr Mitchel McLaughlin: The point is
that anecdotes do not really help the
Committee, nor will they influence the
Minister.

Dr Darragh: | understand that.

Mr Blake: The problem is that that
sort of thing requires a great deal of
supposition. However, if you look at
data for the England and Wales NHS
pension scheme, which | was looking
at last week, you see that, at the
top of the scale of higher earners’
contributions, there has been something
like an 8% reduction in membership.
That is significant because, essentially,
in the pension scheme, the average
contribution what they call the “yield”
is 9:7%. So, some people pay one
and a half times that and others
pay significantly less. The important
point to note is that higher earners
essentially subsidise lower earners
who pay lower contributions. So, when
you have withdrawals of higher earners,
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961.

962.

963.

964.

that pushes up the requirement for
contributions from the rest of the
members. That is an example of
something that we warned about prior
to contributions being increased. At
that time, it would not necessarily have
been possible for us to say that x%

of doctors, for example, will leave the
NHS because of that, but this is a very
similar example. So, unfortunately, |
cannot give you any specific evidence
as such because, as | say, it requires
too much supposition. However, | think
the example of higher contributions
leading to withdrawal from the scheme
is interesting.

Mr Cree: If you accept the premise
that pensions are really deferred pay, is
your main concern the tiering structure
that is proposed in this career average
scheme?

Mr Blake: | will be quite open and tell
you that our main concern is the working
longer aspect. BMA accepted, when
normal pension age increased from 60
to 65 for new entrants and contributions
increased by over 40% as part of the
2008 changes, that working longer was
a reality. We accepted it at that point.
As | say, it is 65 years of age for new
entrants. The thing that particularly
concerns us is the unfettered link to

the state pension age. Not only has the
normal pension age for the NHS pension
scheme increased to 68 immediately
for some people, it will go on increasing
as state pension age increases. The
current Westminster Government have
applied, shall we say, a fast-track catch-
up approach to state pension age.

That is a separate argument, but it is a
fact. It is not something that previous
Governments looked at particularly.
They have applied a fast-track catch-

up approach to state pension age to
reflect perceived improvements in
mortality rates. So, it is the unfettered
link to the state pension age that we are
concerned about.

Mr Cree: That is your main concern.

Mr Blake: In reality, it is easy to see
that, if we continue to go down that
road, we are not very far away from

965.

966.

967.

968.

969.

970.

971.

doctors being expected to work until
they are 70, 75 or, perhaps, 80.

Our second concern, as you mentioned,
is the around tiered contributions. We
accept that tiered contributions are fair.
We accept that higher earners should
pay more and that lower earners should
be encouraged to join the scheme

and to remain in it and that, generally
speaking, good pension provision should
be something that all members of the
NHS, for example, should expect as a
right. However, what we do not accept is
the very high rate of tiered contributions
in a career average scheme — we are
no longer in a final salary environment
— and also the disparity between the
NHS and, for example, the Civil Service.
You have got a situation whereby,

from April 2014, the highest paid civil
servants will pay almost half as much
as the highest paid members of the
scheme in the NHS, which simply does
not seem fair.

Dr Darragh: To get the same benefit.
Mr Blake: Exactly, yes.

Mr Cree: You mention that members
coming into the profession at the
bottom end should be encouraged to
join a scheme. Under the contract that
exists, do they have the right to make
their own provision?

Mr Blake: They do, but as | mentioned
earlier, in reality, if you are offered
access to a public sector pension

or, indeed, any employer sponsored
pension, you will not turn that down in
favour of private provision.

Mr Cree: Because it is more
advantageous.

Mr Blake: It is more advantageous
because your employer pays into it. So,
for example, if you worked for Tesco or
Sainsbury’s, it would, essentially, be
foolish to waive access to their pension
scheme, not just because the employer
pays into it, but because personal
pensions are something of a minefield,
as you may be aware. Essentially, they
rely on the ups and downs of the stock
market, the prevailing rate of annuities
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973.

974.

975.

976.

977.

at retirement, and so on. So, there is
simply no comparison between, as you
say, making your own provision and an
employer sponsored pension scheme.
That is, of course, why auto-enrolment
of employer pension schemes is being
implemented as we speak.

Mr Cree: OK. Thank you for that.

The Chairperson: | just want to clarify
an issue about clause 10. Obviously,
you have concerns about the pension
age being 68. We have asked some of
the other unions this as well. Would you
be satisfied if that was amended to still
refer to 65 but left flexibility for further
increases? You said that it was 65 for
new entrants. Would you be happy for

it to remain 65 with regard to clause
10(b)?

Mr Blake: We would. As | said, we
accepted, as part of the 2008 changes,
that the normal pension age had to
increase, but we believe that 65 is a fair
limit on that.

The Chairperson: Thank you very much,
gentlemen.

Dr Darragh: | thank the Committee very
much for inviting us to give evidence. We
very much welcome this opportunity to
present our case. | think that the deputy
Clerk has our contact details. If you
require any further information from us,
we would be more than delighted to get
it to you.

The Chairperson: Thank you.
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Mr Adrian McQuillan
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Witnesses:

Ms Margaret Coyle
Mrs Grace Nesbitt
Mrs Blathnaid Smyth

Department of Finance
and Personnel

978. The Chairperson: | welcome the
departmental officials. We are well
ahead of time, so we have two hours
in which to grill you today. [Laughter.]
We are trying to get to the nub of
some of these issues, and there are
a lot of clauses to go through. We will
go through the Bill clause by clause
and take questions from members for

clarification from the Department.

982.

979. We will start with clause 1. A number
of concerns and questions were raised
by some of the unions with regard

to different bodies, particularly the
arm’s-length bodies (ALB). Given the
person specified in clause 1(2) and
the definitions at Schedule 1 of the
Bill, what provision exists to enable
those ALBs to piggyback on the main
schemes currently and to continue to
do so in the new schemes? Invest NI
is included in the principal Civil Service
pension scheme, and the Tourist Board
is included in the local government
pension scheme. Is that provided for
under clause 257

980. Mrs Grace Nesbitt (Department of

Finance and Personnel): Some of the
bodies that you have talked about are
members of the principal Civil Service

pension scheme. | supplied information

981.

983.

984.

985.

to the Committee, albeit some time
ago. | can reissue that, if that would

be helpful. We have what we call a
schedule attached to our membership.
Most of our membership for the
principal Civil Service pension scheme
is made up of civil servants. About 80%
are civil servants, but around 15% or
20% are made up of various others, or
what we term schedule 1 bodies. That
includes some of the bodies that you
have mentioned. They would be included
automatically and be part of the reforms
that we are rolling out. If it would be
helpful, I can supply that list to the
Committee again. Would that be helpful?

The Chairperson: Yes.
Mrs Nesbitt: OK.

The Chairperson: Someone, | cannot
remember who, made reference to
clause 1(2)(c), which refers to local
government workers, and thought that

it would be better if it referred to “staff”
instead of “workers”, in case people
thought it was people who work for local
government, rather than those employed
by local government.

Mrs G Nesbitt: In my view, doing work
as a contractor for local government
does not make you a local government
worker. It is something that we looked at
quite carefully when we were drafting the
Bill, and it is something that we will take
further legal advice on. However, at this
point in time, my view is that that term
is entirely appropriate, not confusing
and consistent with our approach in
pensions legislation previously. We will
take advice, and | will come back to the
Committee on that. My initial view is
that there is no issue.

The Chairperson: Are members content
with clause 17?

Members indicated assent.
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986.

The Chairperson: No issues were raised
with clause 2. Are members content
with clause 27

Members indicated assent.

987.

988.

989.

990.

991.

992.

993.

The Chairperson: Clause 3(3)(c) states
that scheme regulations may allow any
person to exercise a discretion. Can you
elaborate on that?

Mrs G Nesbitt: No, | will have to get
back to the Committee to give you
further information on that.

The Chairperson: NASUWT raised
concerns about clause 3 (5), which
states that:

“Scheme regulations require the consent of
the Department of Finance and Personnel
before being made, unless they are to be
made by that Department”.

This is a recurring theme throughout
the Bill; whether the Assembly should
have some sort of say in some of those
decisions.

Ms Margaret Coyle (Department of
Finance and Personnel): It is all a
requirement of the Superannuation
Order 1972. The Department of
Finance and Personnel (DFP) advocated
that it has to approve the secondary
legislation. The local government
scheme was an exception to that.

The Bill will formalise the scheme
governance and cost control, and it

is appropriate that DFP consent is
required for all the schemes including
the local government scheme. However,
the point that must be made is that
the local government scheme, as well
as all the other schemes, will retain

its responsibility for scheme-level
discussions and consultations for
employers and trade union side. That
element has not gone, but the local
government scheme will be included in
the Bill under the responsibilities of the
Department of Finance and Personnel.

Mrs G Nesbitt: You referred to the
Assembly.

The Chairperson: Yes.

994.

995.

996.

997.

Mrs G Nesbitt: Our view is that the
provision is adequate. That would be

a matter for Ministers and would be a
political decision, really, but this is how
our pensions have been dealt with to
date. Going back to the primary founding
legislation for how pensions have been
dealt with, that control has rested

with the Department of Finance and
Personnel, which would and will continue
to consult on changes. Some of the
issues that have come up have been
questioning whether the Department

will be consulting on valuations and
directions, and yes, we will. We have

not considered and will not propose any
changes to that; it would be a matter for
the Assembly.

I know Mr Weir wants to get in, but

the intention is to wind back a little

bit. The purpose behind all these
reforms started by Lord Hutton under
the Labour Government was to find

a fair balance between the taxpayer,
employer, citizen, however you want to
describe that, and members of public
service pension schemes. There are
quite robust governance arrangements
in there to ensure that that happens,
with the intention, and | think that it is

a laudable intention, of making public
sector pensions fairer while also making
them sustainable. There are quite a

lot of controls already built in, but if a
political decision was that this should be
a matter for the Assembly, that would be
a political decision.

Mr Weir: Thank you, Grace. What we
are saying is that the current system

of approval is being rolled forward. No
particular change is being made to that
with the one exception of the anomaly
that is the local government side being
brought into line with the remainder of
the public sector.

Mrs G Nesbitt: Yes. The intention is

to bring the local government scheme
into line but also to make the whole
governance and management around
that a more robust system with the view
of protecting — | make that argument
as a public servant — and making
public sector pensions sustainable for
everybody, not just higher earners.
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999.

1000.

1001.

1002.

Mr Mitchel McLaughlin: Is there not

an issue here in that the Department

is seen as having to have an absolute
control? | do not think that it is a
sufficient response to the concerns that
have been brought forward in evidence
to say that that is the way it has always
been done and that we are just going

to iron out the anomaly of the local
government schemes. We need to be
able to look at the argument for the
Department’s position and an evidence-
based rationale that shows that is the
best way of doing it, or else you will have
to give us a response that examines the
merits and demerits of some democratic
oversight team.

1003.

1004.

Mrs G Nesbitt: This is primary legislation,
enabling legislation and framework
legislation, and the fact that there are
more robust and transparent measures
in there should assure members. It still
leaves discretion at ministerial level for
each sector and each scheme to look at
how they want to manage their scheme
to relate to the concerns of their
workforce. That is another safeguard. It
is not that total and absolute power
resides in the Department of Finance
and Personnel; there are high-level
parameters. | may wish that it did, but it
does not. [Laughter.] | know that is what
you were thinking.

1005.

1006.

Mr Mitchel McLaughlin: You are
trying to reassure me but | do not feel
reassured. [Laughter.]

Mrs G Nesbitt: | will maybe have to

try harder or give you something in
writing if that helps, Mr McLaughlin. It

is important, wearing my Civil Service
pension hat and not my wider public
sector coordinating hat, that each
scheme and each Minister has scope to
look at how they want to manage their
scheme.

At the end of the day, what is a

pension scheme about? To go back to
real basics, it is about people paying
something in and getting something out
and being supported, as we have heard,
by their employer. That is absolutely
right, and that should continue. It

is important that each sector has

1007.

the scope, and we have given the
Committee information on variances
that each sector and each Minister can
make to adjust to their workforce. It

is enabling legislation, and there is a
degree of discretion. It is not completely
binding, and a 2% variance is permitted
in the cost. So, | think it is reasonable.
| will set out something in writing to
maybe convince you a bit more because
| do not think that | have done that.

Mr Mitchel McLaughlin: You are so
kind. Thank you.

Mrs Blathnaid Smyth (Department of
Finance and Personnel): DFP has a
dual role, because we have a Treasury-
like hat on and are safeguarding the
purse strings, but we also have the
wider public sector pensions policy. So,
in checking and approving any scheme
regulations, we ensure that they fall
within the current wider public sector
pensions policy.

Mr Mitchel McLaughlin: Those same
kinds of safeguards and information
would inform the Assembly if it was
given a role in moving forward. | accept
that those are the functions, but that
information can be applied in different
ways.

Mrs G Nesbitt: | suppose that it
depends what the Assembly views as its
role and what it wants to do business
in. | would argue and contend that,
because we are having our own primary
legislation on pensions in Northern
Ireland, this is the opportunity for the
Assembly to look at the detail of that,
become familiar with it and be assured,
or otherwise, that that sets the right
parameters and the right roles and
responsibilities for the Department of
Finance and Personnel, in its overall
role, and with the Treasury role as

well, which the Department has here.
However, it must also have the balance
right between discretion and what other
Ministers and other schemes can do. |
argue for both, and | do not think that
there is a conflict between both.

Mr Cree: Grace, | did not like your
comment that the definition was putting
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1008.

1009.

1010.

1011.

1012.

something in and getting something
out, because it matters to most people
how much you put in and what you get
out; it is an evaluation. | rather like the
term “deferred pay”, because that is
what it really is. Will we not fall between
the proverbial umpteen stools here by
leaving flexibility in and having different
schemes, albeit that some of those
differences are very small? Why does
the Department not take the opportunity
to rationalise those schemes?

1013.

Mrs G Nesbitt: We have looked at the
research by Lord Hutton and at what
happened elsewhere. You could argue
that we should have had a public sector
pension scheme, and some thought
that that was perhaps what Lord Hutton
would do. As | said, it is important that
schemes and workforces have flexibility
to look at what they are doing. That is
flexibility to a degree, because other
high-level things will be constraining
factors on them. We have got a balance
and a reasonable way forward.

Could we look, as some colleagues in
Wales are, at having a public service
pension scheme for everybody and
re-baselining? | think that that is what
we are tending towards, in a sense, but
| think that it would be very dramatic
and, potentially, very costly to the public
purse to have a single public service
pension scheme in Northern Ireland.

| think that we have got a reasonable
compromise here. We have some high
level principles and approaches and a
framework that are going to apply to all
parts of the public sector —

Mr Cree: What work have you done on
deciding the costs that you refer to?

Mrs G Nesbitt: | have not done any work
on that, so | cannot give you any costs.
However, | imagine that unless you had
the baseline at the highest and the best
scheme, you would have to buy people
out, because, as you said, pension

is deferred pay, so people will have
accrued rights.

One of the good things about this
legislation, which has been honoured by
Lord Hutton, is that there are significant

1014.

1015.

1016.

1017.

1018.

1019.

transitional protections. As | have said,
people who were 50 at April have a full
10 years, and there is a sliding scale of
three and a half years before that. So,
then there are the people who were 46
and a half at April. If you start looking at
those sorts of things and start to make
dramatic changes, those things tend to
be costly. However, | have not done an
exact piece of work on that, so | cannot
give you a figure on it.

Ms Coyle: You are certainly right;

there are complexities in all of these
variations in the scheme. However,
that cannot be avoided, because we
have to consider the accrued rights
that members have gained to date, and
they should not lose those accrued
rights. You could have people with
reserved rights, or whatever, and that
is where the complications come in. It
is not as straightforward as broadlining
it and saying that we are going to

have one scheme, because it would

be detrimental to a lot of people who
may have built up service within their
schemes to date.

Mr Cree: But you are tackling some
major areas there that people are not
happy about?

Mrs G Nesbitt: Yes, we are.

Mr Cree: You might have taken an
opportunity to rationalise some of the
smaller ones. Are new entrants to the
Civil Service still joining the appropriate
schemes?

Mrs G Nesbitt: No. | will clarify that. |
apologise if | have not made that clear.
Going forward, new entrants to every
scheme will be joining new, if | can term
it as that, career average schemes.

Mr Cree: | am talking about this point
in time. If | want to join a particular
Department, do | join that scheme?

Mrs G Nesbitt: Yes. If you were joining
the Civil Service now, you would not

be able to avail yourself of a final
salary pension scheme, because our
regulations changed, as did other
schemes, by and large, a few years ago.
They changed around 2008. We already
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1021.

1022.

1023.

1024.

1025.

1026.

1027.

have had reform of public service
pension schemes, with the move to
career average from final salary for new
joiners, and, as has been mentioned by
some of the contributors this morning,
the actual increase in retirement age
from 60 to 65. So, this is not a leap
with everybody having to work to 65 or
68, because new joiners are already
having to work until 65.

| can speak more authoritatively about
the Civil Service, because | know that
in more detail. A significant amount of
people there, about one third, will be in
the full 10 years’ protection — we are
all quite old, obviously — so they will
be able to retire at 60. So, the impact
on the economy that some of the other
witnesses commented on is going to
be delayed. It is not going to happen in
2015.

Mr Cree: This is my final point, Chair. If
you move all of that along, Grace, when
will there be one scheme?

Mrs G Nesbitt: There will be one
scheme for the Civil Service in April
2015, but we must honour people’s
accrued rights, as | think it is right to
do, so there will be people who will have
transitional protection. That is going to
take 14 and a half years to work out of
the system. Each sector will have one
scheme, but there will be people who
will eventually retire or die —

Mr Cree: Retire, hopefully.

Mrs G Nesbitt: | was trying to avoid
saying die. There will be other people
who will be no longer active members of
the scheme.

1033.

Mr Cree: That is a good way of putting
it. Thank you.

The Chairperson: Clause 4 deals

with the scheme manager. In what
circumstances would it be necessary
for the scheme manager to be different
from the responsible authority?

Mrs G Nesbitt: Again, | will come back
to the Committee with something in
writing. We have left that more as a
permissive clause in that they may

1028.

1029.

1030.

1031.

1032.

1034.

1035.

be the responsible authority. We have
another two sessions scheduled with
the Committee to go through the Bill
clause by clause, so | can give you more
information on that then.

The Chairperson: Generally, how do
clauses 4, 5, 6 and 7 compare to the
existing arrangements?

Mrs G Nesbitt: In general, they are more
robust and transparent. | can provide
you with more detail on that. That was
one of the key recommendations in Lord
Hutton’s report, that we should have
better governance arrangements for
pensions. The reason for that is that we
should be able to sustain public service
pensions and better manage pension
liability.

Mr Weir: As we are on clause 5, | do
not think that there has been a specific
response to the Northern Ireland Local
Government Association (NILGA) and
the Northern Ireland Local Government
Officers’ Superannuation Committee
(NILGOSC) in relation to clause 5(2).
What is the Department’s position with
regard to that?

Mrs G Nesbitt: We may change the
wording. It says, “must provide for the
appointment”. We want to give flexibility
and recognise that there are different
arrangements for local government,
without taking up too much of your time.
On reflection, we may change that to
“may”. That would then mean that, in
the secondary legislation, it will —

Mr Weir: It will allow the scheme-
specific type of thing.

Mrs G Nesbitt: That was always our
intention. We will reflect on that, get
legal advice and possibly change that.

Ms Coyle: NILGOSC requested that

we change that from “must” to “may”,
and we saw no argument with it. An
amendment will probably be made at
Consideration Stage. It should not be a
problem.

The Chairperson: With regard to clause
7 (Scheme advisory board), if the
scheme advisory board is to advise
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1036.

1037.

1038.

1039.

1040.

1041.

1042.

on the desirability of changes to the
schemes, do you feel that there needs
to be a degree of independence? How
do you assure yourselves of that?

Ms Coyle: Basically, clause 5 requires
that the scheme provides a pension
board; clause 7, that there is an
advisory board. There should be no
conflict of interest between the two.

So, although there are certain concerns
from local government that someone

on the pensions board might also be on
the advisory board, that should not be
the case. There should be no conflict of
interest. That is relatively clear.

The other thing is that we have recently
been speaking to the Pensions
Regulator. The regulator is now in the
process of preparing guidance and a
code of practice on how the pensions
board and the advisory board will apply.
They will consult on this guidance in
Northern Ireland as well. That will be
an opportunity for any of the schemes
which have certain issues, particularly
in relation to health, as we saw

this morning, and, potentially, local

government, to get into the detail of that.

Again, the secondary legislation process
provides scope for the Departments

to further refine the scheme level
arrangements. That is something that
they should not forget, because they
can get into the minor issues and

make slight amendments to suit their
area, when it comes to the secondary
legislation.

The Chairperson: You are saying that, if
the Pensions Regulator raises issues,
you will address them?

Ms Coyle: Yes. Where the regulator
gives guidance, it should be adhered
to. The schemes will all have a copy of
the guidance and will be consulted on
it. | would say that, once the Act has
been passed, they will be consulted
right away.

The Chairperson: Are there any other
points, members, up to clause 77

In regard to clause 8 (Types of scheme),
what requirement is there for the

1043.

1044.

1045.

1046.

1047.

1048.

1049.

1050.

provision in clause 8(1)(c), which
enables the establishment of schemes
other than “defined benefits” or
“defined contributions schemes”? What
does the word “other” mean there?

Mrs Smyth: It is just written in that way
because it would be inappropriate to
limit the options available to current
and future generations of public service
workers by removing any flexibilities.
There are currently defined benefits and
defined contribution schemes.

Mrs G Nesbitt: To put it in non-legal
language, it is a catch-all clause,
because the intention is that these
reforms, and this framework, should
apply to the public service.

Mrs Smyth: It is expected that, for

the foreseeable future, all defined
benefit schemes will be career average
schemes. The Bill makes provision to
protect the career average scheme
design so that it will last for 25 years.

Ms Coyle: It applies enhanced
processes for trade union side
consultation and Assembly scrutiny if
that is not the case. That is not to say
that they can be applied without any
consultation if they were to go beyond a
career average revalued earnings (CARE)
scheme design.

The Chairperson: Some have raised
concerns about clause 8(5). They
wonder why it is negative resolution
rather than affirmative resolution. That
point has already been covered in an
earlier discussion.

Clause 9 concerns revaluation. Clause
9(2) states:

“The change in prices or earnings to be
applied ... is to be such percentage increase
or decrease as an order made by the
Department of Finance and Personnel”.

Does there have to be any consultation,
or should there be some reference to
consultation?

Ms Coyle: It would be a rare case, but
affirmative procedure will apply if there
is negative revaluation. It must be
pointed out that, if there is any negative
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1063.

revaluation at any stage, which would
be a very rare case, there will certainly
be affirmative procedure in that type of
scenario. For all other revaluations —

The Chairperson: Where is that at?

Mrs G Nesbitt: It is set out in clause
9(b)(a).

The Chairperson: Why the difference?
There is an affirmative procedure for a
percentage decrease, but, in any other
case, it is negative resolution.

Ms Coyle: If it is not negative, it will
obviously be positive for the member.
It would not be appropriate to have

to go through affirmative procedure

in that scenario because, if it was
negative procedure, it would certainly
be discussed with the Assembly, but
you would not probably have to go into
the detail that you would if there was
negative.

The Chairperson: To be devil’s advocate,
if there is going to be an added cost,
that would be in the Assembly’s interest
as well.

Mrs Smyth: The negative procedure is
considered to provide an appropriate
degree of —

Ms Coyle: Yes; it will be discussed at
Assembly level.

Mrs Smyth: It would be similar to the
uprating of benefits in the social security
administration.

Ms Coyle: That is dealt with via negative
resolution as well. It is aligning with the
pension increase under —

Mrs Smyth: Yes; under the Pensions
Increase Act.

Mr Cree: We can fix that.
The Chairperson: Clause 9(6) states:

“For the purposes of subsection (1) any gap in
the person’s pensionable service which does
not exceed 5 years is to be disregarded.”

There were concerns about equality
screening and the equality impact of the
Bill. Some contributors argued that that

1064.

1065.

1066.

1067.

1068.

1069.

1070.

1071.

1072.

1073.

would impact on women more than men
given that there are gaps in the work-
place due to five-year family breaks etc.

Mrs G Nesbitt: Five years is the normal
amount of time that is generally used
for the specific issue that you have
raised. That is the normal benchmark
in other policies that | am aware of from
employment legislation.

The Chairperson: Have you sought any
views on that from any particular groups?

Ms Coyle: There are more females than
males in the public services, but the
reason for that was an external factor; it
was not the make-up of how the public
service pensions were set up. It was
screened out for that reason. We will get
you more detail on that, but | think that
that was the initial thinking behind that.

The Chairperson: Did you have any
discussions with the likes of the Equality
Commission about that?

Ms Coyle: Yes. When we did the policy
screening, the Equality Commission
agreed with our decision on the
screening out of it at that time.

The Chairperson: Were you aware of any
other concerns from any other groups?

Mrs G Nesbitt: No. Nobody else raised
any, to the best of my knowledge.

The Chairperson: OK. Members,
anything else on clause 9? We come to
clause 10 on pension age.

Mr Girvan: Chair, | appreciate that there
is evidence here from a number of the
unions in relation to pension age. One
that is not included but was mentioned
here this morning is the British Medical
Association (BMA). | appreciate that
we have had a strong lobby from the
Fire Brigades Union (FBU). Should any
Department wish to make any variance
to this, it would have to absorb any
local changes that it would make. Is
that correct?

Mrs G Nesbitt: Yes. It would have to
absorb changes; that is the stance that
we have had. Those changes could be
absorbed in a number of ways. You may
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1074.

1075.

1076.

or may not be familiar with the slightly
different stance that was taken in
Scotland for firefighters. If you have not
already got it, | can provide you with the
details of what Scotland is doing with
regard to firefighters. Basically, Scotland
is looking at the accrual rate, so that
people can leave earlier and not take
such a hit in their pension. In secondary
legislation, sectors will have the scope
to do that. If they do that within the
overall cost envelope of their scheme,
that is OK. However, if they exceed

that and decide to have — if | could
just describe it very simply — a more
generous arrangement on any of the
variances that they wish to make, the
stance that we have taken, and which
was advised by Minister Wilson in his
time, is that those costs would have to
be met by that sector. So, there is scope
within the overall cost envelope to vary
it. There is also scope to go outside it.
That brings with it a consequence for
the funding for that sector. So, to answer
your question: yes.

Mr Girvan: So, the protection of accrued
rights is an issue. | am looking at what
was presented this morning in relation
to the BMA, where the proposal is to
move from 65 to 68. If, for argument’s
sake, someone wished to take a
reduction and take the three years, that
could be a 5% reduction per year. Would
that be the case?

Mrs G Nesbitt: | do not have the detail
of the health service pension scheme.
In the Civil Service, that would be our
reduction rate and what people would
have to do.

I will make a couple of general points
about state pension age. As came out
in the earlier session with the BMA,

the retirement age for new workers to
the public service has, over the past
few years, increased in all sectors,
generally from 60 to 65. For firefighters
it increased from 55 to 60. | did give
the dates of that to the Committee, and
| can supply those again if you want.
So, the increase in the age is not a new
thing. | accept that linking most parts
of the public service to state pension
age is new. The reason for that was that

1077.

1078.

1079.

it was a key recommendation for cost
management going forward. So, it goes
back to the financial sustainability of the
pension schemes. Schemes will have
scope within that to make arrangements
so that people can choose to retire
earlier and still have a pension to live on
— maybe not as full a pension as if they
had worked longer. Also, because we
have the transitional protection, people
have time to look at that. The move

to career average and the increase in
state pension age is not actually going
to come into effect for people for some
years to come. We have talked about
private sector pensions. People could
decide to take out that. They could look
at buying added years. There are lots

of flexibilities there. When it comes to
capability, if people are not capable of
doing the job, we do have provision for
early retirement and medical retirement.
Those things can all be looked at. |
know that, in certain sectors, there are
concerns about capability for firefighters
and health professionals, and various
reviews are going on. Those things can
inform scheme design and specific
secondary legislation going forward. If
necessary, changes can be made.

Mr Girvan: | am happy enough with that.

| have one other point that | would like
clarification on from the Department’s
point of view. Mention was made this
morning of making a higher percentage
contribution for the same outputs as
another scheme. Is that down to the
scheme?

Mrs G Nesbitt: Yes. It is down to

the scheme, and Ministers for each
scheme will have their own view on that.
Again, if | just refer to the increased
contributions that we are experiencing
in public service pension schemes, one
of the things which | would personally
support is protecting those members
who are lower paid. There was a tiered
contribution for most of the schemes.
Basically, people who are paid more
pay more in contributions. | think that
that is quite fair — not particularly fair,
maybe, if you are one of those people
who is paying more, but in the grand
scheme of things, | think that it is fair
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and reasonable. At the minute with our
final salary pension scheme, lower-
paid people are subsidising those who
are higher paid. | think that we have
got it the wrong way round with regard
to fairness and how we manage our
workforce.

In going forward, yes — as someone
said this morning — career average will
level that out, in that the higher earners
no longer have the huge advantage of
their best last year and final salary with
whatever may happen in your best last
year out of three for your final salary.
Therefore, it will level that out. It is a
fairer system, particularly for those

who do not have the opportunity or

the scope, within their particular job or
career, for advancement. It is really up to
each sector to decide who pays. Should
what you pay in be totally influenced

by what you get out, or is it reasonable
in a scheme design for those people
who are paid more to pay more into the
pension scheme to help other people

in that particular workforce or sector
who are less well paid? That is a matter
for secondary legislation, but there is a
fairness in tiered contributions.

The Chairperson: Following on from
Paul’s point about age, obviously, there
will be exceptional circumstances and
early retirements, etc, which will be
looked at individually.

Mrs G Nesbitt: Yes.

The Chairperson: However, there is not
that degree of flexibility in the scheme.
| do not see why there could not be
more flexibility in the primary legislation
regarding some of those issues so

that there is that flexibility. There are a
number of reports; the BMA raised the
issue, and the FBU has also raised an
issue about the report. That will factor
into consideration of retirement age.

| do not see why the flexibility — and
the FBU has proposed an amendment
for firefighters, which is reasonable,
because it passes it down to the next
level to be decided on. However, it

is not saying that it should stay the
same. | think that that would be a more
common-sense approach, rather than

1084.

1085.

putting it in primary legislation that it
must be 60.

Mrs G Nesbitt: The difficulty is when
you look at a particular workforce. | will
touch on health first, but | will come
back to the Fire Service. If we had
flexibility for the health service pension
scheme — | do not have the figures to
hand, but | can get them if that would
be helpful to the Committee. How

many members of the health service
pension scheme are doctors? How
many of them work in A&E, or whatever
situation? Are you going to say that, for
the whole of the health service pension
scheme — | am just trying to work
through the logistics of this — there will
be a reduced pension age, or are you
going to say that this particular group

of workers and not that particular group
of workers will have a different age in
the same pension scheme? That could
be particularly divisive, and it would be
difficult to make those rulings and those
judgements. In the Civil Service pension
scheme, we have prison officers, who
would also contend — and evidence
has been given — that they should
have a different pension age. Again,
that gets very difficult within a scheme,
because we may have other members
of our pension scheme, maybe even in
our schedule 1 bodies that | alluded to
earlier, who would say that a difference
should be made for them. Therefore, if a
particular sector wants to look at that, it
is appropriate for them to do that in the
secondary legislation.

Lord Hutton looked long and hard at the
pension age, and he made exceptions.
His view is that those are the only
exceptions. It could get really difficult

to decide whether to have a different
age for the whole of the health service
scheme or just parts of the health
service scheme, for some workers. With
regard to firefighters, the pension age
actually changed to 60 some time ago.
These reforms are not increasing it to
60; it is staying at 60. There may or may
not be scope in that workforce for them
to manage that by not doing front line
firefighting, if | can describe it like that.
And if there is not, it is really for that
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workforce to look at and see how they
want to ease the transition, if they find
that their workforce is failing on their
capability and fitness tests. | think that
the parameters that we have set should
stay.

1086. The Chairperson: The issue that | was
focusing on was that of the firefighters,

as opposed to the health service.

1087. Mrs G Nesbitt: OK. That came up earlier.

1088. The Chairperson: The difficulty for the
Fire Service is that it has a lack of
backroom staff. The police, obviously,

have a much larger backroom staff, in

terms of the percentage of its workforce.

If a report comes out now and says that
firefighters who are 60 and on the front
line represent a percentage increase in
the risk to the public, ultimately, we, as
politicians, need to be in a position to
respond to that. | do not think that this
being in primary legislation gives us that
assurance.

1089. Ms Coyle: Just on the point that Grace
has made, as the firefighters stand at
the moment, | understand that those
who came in from 2006 — that date
may not be exactly right — have a
retirement age of 60. Prior to that, it
was something like 55. Already, you
have a discrepancy within the Fire
Service as regards retirement age.

So again, if this were in secondary
legislation, and we were discussing and
consulting on it, would we look at those
who previously had the 55 retirement
age, and say that we need to make
some kind of commitment to those
people, because their pension age was
originally 55? We now have people who
have had a retirement age of 60 since
they came into the Fire Service. Do you
degress with those and take them back
to an earlier age? There are so many
discrepancies within each scheme.

1090. The Chairperson: And there are
discrepancies, and that is the status
quo, but ultimately we will have to make
a decision based on both public safety
and the pension arrangements, so that

is a difficulty.

1091.

1092.

1093.

1094.

1095.

Mrs G Nesbitt: | was just checking

my notes there. The retirement age

for firefighters actually changed in

April 2006, seven years ago. That

was the view that was taken then, and
implemented. Obviously, Lord Hutton
looked at the various retirement ages
that there were in each sector. If we are
saying that, by and large, new entrants
to the public sector who joined in two
thousand and whatever could work

a bit longer, then we have honoured
those with that existing accrued right, |
have said, in terms of having an earlier
pension age, but it is difficult to argue
that we should unwind and unpick that,
where we have increased the pension age.

For firefighters, the age is 60. We are
not proposing to increase that more.
For other public service workers, by and
large, it is from 60 to 65. | accept that
that will go up with the increase in state
pension age as well. If we start going
back, we are unpicking what has been
done before.

Yes, if there is compelling evidence,
from someone living in Northern Ireland,
to say that this needs to be looked at

in terms of fire safety and how we deal
with that, that is different. However, | am
aware of no major outcry in 2006 when
the age was increased to 60. | am not
sure why we would unravel that now. It is
being looked at. It will be reviewed, and
that gives me assurance that, if there

is a real issue there, we can look at it.
There will be flexibility within the scheme
to look at that and manage the scheme
costs as well.

Mr McCallister: On that, the big
concern is really whether it will fit in
secondary legislation or be left up to the
individual scheme for firefighters. It was
completely unclear as to whether, if a
firefighter took early retirement, say at
57, his pension would be downgraded
by three years, until he is 60, or, indeed,
depending on his age, whether there
was 67 retirement or 68. Will that be
worked out by the individual scheme?
Can we give them some comfort?

Mrs G Nesbitt: This is primary
legislation. | cannot emphasise that
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1100.
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enough. So that would be very much a
matter for each scheme to look at, as
to how easy or comfortable they want
to make it for people who, for whatever
reason, are leaving a public service
pension scheme early. They will be
looking at how they can do that, in view
of the needs of their workforce and
what they are asking people to do, and
also the overall cost and affordability of
the scheme. So that is a matter for the
secondary legislation for the scheme. |
think that that is entirely appropriate.

Mr MccCallister: To leave it in that?

1104.

Mrs G Nesbitt: To leave it in the primary
legislation but to allow discretion for
variances, which can be set out within
the scheme-specific legislation, in
response to the needs of the workforce
or, indeed, reviewing that, as you say, as
new research and new thinking come
forward.

1107.

Ms Coyle: That was a success story in
Scotland in relation to the Fire Service,
because they eked that out. Most of the
schemes at the moment have between
a 4% and 6% reduction per year. | know
that this was debated at last week’s
evidence session, too. Potentially, you
could have a scheme saying that 5% is
too much and it will consider 3%. In this
particular scenario, where those people
are working —

Mr McCallister: They were using 4% as
an average, but they did not have an
issue with the 4%. They certainly had

a big issue if it was 4% to the state
retirement age.

Mrs Smyth: It would be normal
retirement age for the scheme, which
would be legislated for at 60.

Mr McCallister: So you are saying that it
would be 60?

Mrs G Nesbitt: Firefighters are one

of the groups that are an exception

to linking scheme retirement age with
state pension age. | think the thinking
is that that will reach 68, but it could
potentially increase. Firefighters are
one of the exceptions, so the retirement
age for firefighters will be 60. Obviously,

1103.

1105.

1106.

1108.

11009.

1110.

people will have transitional protection
arrangements. That goes without saying,
as | explained earlier. Also, those people
who were recruited after April 2006

will not actually see a change in their
retirement age, because their retirement
age will be 60, and they came in
knowing that. Does that explain it?

Mr MccCallister: It is a point that was
raised, and | think it would make a huge
difference. So you are telling me that the
retirement age would be 60. If someone
took retirement at 58, it could be —

Ms Coyle: It would be 3% per year up to
the age of 60, not up to the age —

Mrs G Nesbitt: Not up the age of 67 or
68.

Mr MccCallister: | think that will be of
tremendous comfort to the Fire Brigades
Union, because last week there was —

Mrs G Nesbitt: | would have thought that
they would have known that, actually.

Mr Weir: On that specific point, |
appreciate the answer. In many ways,
the answers, then, are probably in
Hansard, in that regard. | think it might
be useful in dealing with John’s point
about giving that specific comfort if the
Department was to formally produce a
letter on that specific point to explain
what the situation is. Then, when we
are dealing with it in Consideration
Stage, whether it is through the Chair or
whatever, it may be useful for that to be
read into the record.

Mrs G Nesbitt: | am happy to take the
point, and we will set that out.

Mr Weir: That is OK. On a second, more
general, point, | suppose what is being
said is that, if there are those variations,
it is probably best at a scheme-specific
level on that side of things. Is the
danger of naming particular groups or
bodies on the face of it the concern
from a practical point of view in terms
of the complexity that it would engender
into the legislation? To what extent is it
also an issue of the law of unforeseen
consequences in terms of any legal
problems that may arise once you
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1111.

1112.

1113.

1114.

1115.

1116.

start putting in particular provisions for
particular bodies, particularly if you are
differentiating on the face of primary
legislation in terms of specific schemes,
or whether you leave it open? Mention
was made of the wider bit. To be fair, |
probably have more sympathy with the
situation of the firefighters than perhaps
some of the other cases that have been
presented to us.

Mr McCallister: Very delicately put.

The Chairperson: What ones are you

talking about? 1117.

Mr Weir: One wonders at the terrible
problem of a lot of doctors suffering on
£100,000 a year or more, but that is

by the by. If you open up something on
the face of primary legislation to try to
cover specific situations, do you then
get perhaps the other 96% of people

on that specific scheme who are not
covered by it taking some sort of court
action and saying, “Well, actually, here
is the same scheme on the face of the
legislation; why am | not covered?” and
trying to take legal action to open up the
floodgates? Presumably it would be both
those concerns, the practical and the
legal.

1118.

1119.

Mrs G Nesbitt: It would, absolutely.
Without repeating what | have said, |
think that what we have struck here

is a fair balance between the broad
parameters at one level and at the
other level, at the secondary stage,
giving Ministers responsible for each
scheme for their sector the flexibility to
respond to the needs of their workforce,
whatever they are. Within that there are
safeguards, like medical retirement or
whatever.

Ms Coyle: The NASUWT had issues with
the age of retirement in its evidence
session last week. That could go on;
you could have certain groups of people
in every one of the schemes coming
and saying that they are unique in

this particular area, so it would be a
quagmire to try and put it into the Bill.

Mr Weir: Perhaps contradictory
concerns have been raised over this.
Last week, there was a concern that

the impact on teachers would act as a
blocking mechanism and that people
would remain at the top end of things
and young people would not get in. We
then had evidence today from the BMA,
which had the concern that too many
people would opt for early retirement
and get out, although curiously enough,
that also seemed to get married in with
consultants working to the age of 68,
so people were both leaving early and
staying too late simultaneously. | am not
quite sure how that works.

Mrs G Nesbitt: Obviously, people have
personal choices to make, and being

a member of a public service pension
scheme gives you as an individual a fair
degree of flexibility in when you want to
retire.

Mr Weir: Presumably nobody is
compelled to take part in these pension
schemes; they could opt out.

Mrs G Nesbitt: Nobody is compelled

to join our scheme. In other countries,
you are compelled to join the scheme

if you are a member of the public
service, but we have not done that. If
people do not want to pay in, they can
leave. | can supply the Committee with
evidence on opt-out rates if it would

be helpful. | do not have that detail to
hand today, but | can get it. We looked
at opt-out rates, because it was one of
the areas that we said that we would
look at just generally going forward, with
increased contributions. With year three
of increased contributions scheduled to
begin in April next year, the opt-out rate
has been very low, and of those people
who have opted out, very few said

that they did so because of increased
contributions. They tend to be younger
people: perhaps it is their first job and
they have just looked at the bottom

line of their take-home pay and have
not quite made an informed decision,
but there has been no increase in
opt-out rates because of increased
contributions. | think that is because

of the point that members have made,
that public service pension schemes —
even reformed ones — are still excellent
pension schemes to be a member of,
not least because of the governance
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1125.

1126.

1127.

1128.

1129.

around it, the confidence that you can
have that it will actually pay out at the
end of the day, and the employers’
contribution, which is still going to

be significant. If you would like more
information on opt-outs, | can get it.

The Chairperson: On that point, in terms
of opt-outs but more so in terms of
uptake, the pension age has changed
for new entrants; it is now 65. Have
there been any trends or any change in
the uptake?

Mrs G Nesbitt: No. The uptake is still
very high.

The Chairperson: Do you have any
figures on that?

Mrs G Nesbitt: | can get you some
figures on that, but certainly in the case
of the Civil Service, it is a few per cent
of staff who are not members of the
principal Civil Service pension scheme.
It is in single figures.

The Chairperson: Is that the same for
all the different areas?

Mrs G Nesbitt: | would need to check
with other sectors, but | know that there
has not been any increase in opt-outs
from increased contributions. Well, it
would be wrong to say “none”, but very
little — minimal amounts. However, |
can get you more figures about opt-outs
and the trends there.

Ms Coyle: Paul made a point about
concerns that there would be opt-outs
because of the increased contributions
and now the wider reform, but, to date,
there does not seem to have been any
sign of that.

Mr Girvan: | have no concern about
there being opt-outs; | was just
wondering what the options were.

Ms Coyle: Even though people are
paying higher contributions, they still
know that to stay in the scheme, even
the 2015 scheme, is beneficial to them.

Mrs G Nesbitt: Just to add to that;

what | think has been helpful is that
there have been changes in national
insurance contributions, in tax bands

1130.

1131.

1132.

1133.

1134.

and percentage tax paid, especially for
lower-paid people. That has cushioned
the increase in contributions, so

people have been able to manage what
they have to live on and still pay the
increases in contributions. That is good,
because we want people to stay in our
pension scheme.

The Chairperson: Just one final point
regarding clause 10. Clause 10(1)

(a) is quite conclusive in that it links a
person’s pension age to state pension
age. There would be concerns if that
could knock out any consultation of the
local Executive or Assembly in regard

to that, because Westminster could
ultimately make a decision to put it up
to 70 and, because that is a new clause,
as you said, that age will automatically
become 70. So, some flexibility in
clause 10(1)(a), whereby it could be the
state pension age or the pension age as
applied through a certain scheme, might
introduce a flexibility that would suit us
as a devolved Assembly.

Mrs G Nesbitt: It depends on how you
define “suit”. If you have the flexibility
and we do not keep pace, we could

vary — indeed, we could come back
and change our primary legislation if the
Assembly desired. If we change that,
that will have a cost, which Treasury

will expect us to pay. That would be the
first point.

On this specific issue, the Executive on,
| think, 8 March 2012, made a decision
and said specifically that they agreed
that this would be the policy that would
be adopted in Northern Ireland across
the public service schemes. | can give
you the wording of that decision if

that would be helpful. This is already

a matter that the Executive have
considered and made a decision on
the specific point about linking scheme
pension age to state pension age.

The Chairperson: The state pension age
rising to 68, or the state pension age at
65?

Mrs G Nesbitt: The state pension age
would be rising, because the exact
wording was that they would do and
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1145.

follow what happened in GB. Again, |
can provide the Committee with that
wording. So, the Executive would —

The Chairperson: But nothing has
happened yet with regard to the rise to 68.

Mrs G Nesbitt: No, but the Executive
made that decision in the knowledge
that it would rise. It is common
knowledge that state pension age will
increase, so the Executive made that
decision in that knowledge.

The Chairperson: To 657

Mrs G Nesbitt: No, they knew that the
state pension age would be increasing.

The Chairperson: Members, any other
questions on clause 107? Clause 117
With regard to clause 12, “Employer
cost cap”, what rationale can the
Department give for having the various
powers of direction in regard to clause
12(3) and 12(4)? | think Hutton said
that there would be a consultation
process around the cost cap.

Ms Coyle: Yes. There will certainly be a
12-week consultation on implementing
the directions and employer cost

cap. We have already issued the HMT
directions to the trade unions —
NICICTU — for them to have a look at
and come back and comment on them.
We will certainly be carrying out our own
consultation with the unions here in
Northern Ireland.

The Chairperson: But that is not in the
legislation, is it?

Mrs Smyth: The legislation states that
the directions should be developed

in consultation with the Government
Actuary, but it is not covered by the
legislation that there will be consultation
with the trade union side on that.

The Chairperson: Could that be
strengthened?

Mrs G Nesbitt: Yes, we could consider
that. That is certainly happening in GB,
even though it is not in their legislation.

Mrs Smyth: It would be seen as best
practice.

1146.
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1148.

1149.

1150.

1151.
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Ms Coyle: | think it is not quoted in the
Bill because directions are outside the
legislation, but we could take a look at
that.

The Chairperson: Any other points on
clause 12? Clause 13 is “Employer
contributions in funded schemes”.
Clause 13(4) states:

“Where an actuarial valuation ... has taken
place, a person appointed by the responsible
authority is to report on whether the ... aims
are achieved”.

How do you ensure the independence of
that person and that assessment?

Mrs G Nesbitt: It would be understood
that they obviously will be independent,
because they will be appointed by the
responsible authority, but we can consider
enhancing that just to make that
absolutely clear. | think it is operating
from the premise that it is understood
that people doing such work should not
have a conflict of interest.

Mrs Smyth: Clause 13(7) says that they
should be “appropriately qualified.”

Mrs G Nesbitt: Clause 13(7) gives
further clarification on that:

“The person appointed under subsection (4)
must, in the view of the responsible authority,
be appropriately qualified.”

The Chairperson: Are there any other
comments on clause 137

Clause 13(6)(c) states:
“the responsible authority may—

(i) require the scheme manager to report on
progress in taking remedial steps;

(ii) direct the scheme manager to take such
remedial steps as the responsible authority
considers appropriate.”

Will that need to be amended to take
account of circumstances in which the
responsible authority is the scheme
manager?

Mrs G Nesbitt: We will consider that,
because the whole intention is that
there is robustness and no conflict of
interest. So, | will reflect on that.
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The Chairperson: There are no
questions on clauses 14 and 15. Clause
16 refers to the Department for Social
Development (DSD). Why are the records
kept at DSD, as opposed to DFP?

Mrs Smyth: It is same as the
Department for Work and Pensions
(DWP), in that DSD is in charge of the
disclosure rights.

The Chairperson: There are no
comments on clauses 17, 18, 19 and 20.

Where clause 21 is concerned, the
NASUWT said that this should probably
go through the Assembly. Do you have a
view on that? This is similar to a point
that was raised earlier.

Mrs G Nesbitt: We have covered those
issues.

The Chairperson: Is there nothing
further to add?

Mrs G Nesbitt: | cannot think of
anything. | will try.

The Chairperson: There are no
comments on clause 22.

Clause 23(2) states:

“the authority must first consult the persons
specified in subsection (3) with a view to
reaching agreement with them.”

Mrs G Nesbitt: It sounds familiar.
[Laughter.] | refer you to an evidence
session from about a year ago.

Mr Mitchel McLaughlin: What does it
mean in practice? We have heard the
theory.

Mrs G Nesbitt: We will soon find out.

It means what it says: you will consult
with a view to reaching agreement. To be
absolutely clear: it does not mean that
you are required to reach agreement.
When we had this discussion previously,
we could not agree, but we had a very
useful meeting. It means that there is
not a union veto; | suppose that is the
best way to describe it. | think that it

is appropriate that there is not a union
veto. To be fair, if the union were here,
it would probably say that it means that
there is a management veto. Again, this
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is about managing the whole scheme,
and | think that the right balance has
been struck.

Ms Coyle: We are required to report to
the Assembly on our discussions.

Mrs G Nesbitt: Yes, it is very similar to
the issue that we dealt with before.

Mr Mitchel McLaughlin: It sounded
vaguely familiar.

The Chairperson: How do you define the
term “significant adverse effects”, which
appears in clause 23(2)(a)?

Mrs G Nesbitt: | am tempted to say,
“Good question.” If we start trying to
define that and put a form of words
around it, it will get very difficult. We
could just say, “an adverse effect”. |
think that the word “significant” is there
to show that we are talking not about a
few pounds but something substantial. |
have no further definition to give you.

Mr Girvan: What is the definition of
“substantial”?

Mrs G Nesbitt: | have no further
definition to give you. This has been
through the legal drafters. | do not know
how we can elaborate or clarify that any
more, but | welcome all contributions.

Mr Girvan: Significant or otherwise.

The Chairperson: There are no
comments on clauses 24 to 31.

Clause 32(1) states:

“A public body pension scheme established
before the coming into force of this section
may include—"

It goes on to mention paragraphs (a)
and (b). Is there a reason for the use of
the word “may” rather than “must”?

Mrs G Nesbitt: | am not sure; | will
come back to you in writing on that.

The Chairperson: There are no
comments on clauses 33 to 37.

| will move now to the schedules.

Mrs G Nesbitt: Local government
workers are defined in schedule 1.
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Hopefully, that will help with the point
that came up.

The Chairperson: The section in the
explanatory and financial memorandum
on schedule 9 describes the fair deal
provisions on the principal Civil Service
pension scheme. Does that fair deal
policy apply to other main schemes?

Mrs Smyth: Yes, fair deal will apply
across all the schemes. It is slightly
different for the local government
scheme in that it followed the principles
of it, but it will do its own consultation
with trade unions on their plans for fair
deal. However, the new fair deal policy
will not come about in Northern Ireland
until the Bill has received Royal Assent.
Under the previous policy, people who
transferred out of the public sector
into the private sector were asked to
have a pension scheme comparable to
what they had. Under the new policy,
they are allowed to stay in their existing
public sector pension scheme. There
is, therefore, more protection for them.
Obviously, the longer that it takes us to
get Royal Assent for the Bill, the more
risk there is for anybody in the public
sector who is moving or being required
to move.

Mr Cree: On that point, are you referring
to a deferred pension situation?

Mrs Smyth: No, it is current pension
provision.

Mr Cree: Are the employee and the
employer contributing to it in the new
arrangements?

Mrs G Nesbitt: Yes.

Mr Cree: So, it is continuing on; it is

not a deferred pension. | suppose that

| should know this, but do any of the
schemes provide for additional voluntary
contributions?

Mrs Smyth: Do you mean current
public sector pension schemes or new
schemes after 20157

Mr Cree: Current ones.

Mrs Smyth: Yes, there are.

1193.

1194.

1195.

1196.

1197.

1198.

1199.

1200.

1201.

1202.

1203.

1204.

1205.

1206.

1207.

1208.

1209.

1210.

Mr Cree: Is it envisaged that that will
carry on?

Ms Coyle: | think so.

Mr Cree: | do not think that it is
mentioned anywhere. Is it?

Mrs G Nesbitt: We will check on that.
My understanding —

Ms Coyle: | think that those provisions
will continue on to the revised scheme.

Mrs G Nesbitt: We will check that out
for you.

Mr Cree: The tax is paid anyway.

The Chairperson: Members, are there
any other general points?

Mr Cree: No. Have a nice day.

Mr Mitchel McLaughlin: | think that that
was helpful.

Mrs G Nesbitt: For a change. [Laughter.]
Mr Cree: We will see you in court.

The Chairperson: Just to add, Grace, we
will be firing down about 100 questions
for written answer.

Mrs G Nesbitt: And you will need a
response by noon the next day.

The Chairperson: | will need a response
by next week. Obviously, there is a tight
timescale to stick to.

Mr Cree: There is a lot of information
coming in for 18 October. That is just a
few days away.

The Chairperson: When will the
Committee receive a departmental
response about the cost-benefit analysis
of the non-alignment of the normal
pension age (NPA) to the state pension
age (SPA)?

Mrs G Nesbitt: Our view is that that

is not required. We have looked at

that, and we got an estimate from the
Government Actuary’s Department (GAD)
to undertake that work. The estimate,
which does not mean the final bill, is
£15,000 plus VAT. It could take three to
four weeks. It will —
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The Chairperson: | am tempted to say
that you could buy a few flagpoles for that.

Mr Weir: An awful lot.
The Chairperson: Do not get excited.

Mrs G Nesbitt: | could not possibly
comment on that.

That will be based on the original

work that the Government Actuary’s
Department conducted, which has

not been totally accepted in some
quarters. To be honest, | am reluctant
to spend more public money on that. |
think that we are focusing on the wrong
issue and are looking at the cost of
delay or the exact cost of not doing a
particular thing. | think that that cost
would be significant, and that was

one of the reasons that Lord Hutton

put that requirement in. As | said, it is
also a decision that our Executive have
made, and | cannot see any merit in
commissioning that work. | think that
our time and effort would be better
spent looking at the details and the
substance of the legislation. That is
what we did this morning, and | think
that that has been helpful. | know that
it is difficult, but we should also try to
get a better sense of and understanding
about what can happen with the
permissiveness from the primary
legislation to the secondary legislation. |
was going to say that | am not minded to
do that, but | may be accused of quoting
somebody else. However, my thinking

is that we should not embark on that
route. | do not think that it is the best
use of public money, and | am also very
conscious that the Executive have made
that decision. | will not rehearse this,
but we have been over the flexibilities
that are in the secondary legislation

to address that issue where there are
particular concerns in a sector. If the
Committee wishes —

The Chairperson: Is that the only
reason, or are you afraid of the answers
that might come back?

Mrs G Nesbitt: No, | am not afraid of the
answer. | think that the answer with be
another x amount of millions of pounds,
and we will then end up debating the
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efficacy of the Government Actuary’s
Department doing it, whether they are
independent and how robust its analysis
was. | just think that that is taking us in
the wrong direction, because | believe
that we should be spending our time
and effort looking at the substance.

| am not sure whether the Committee
has any money and wants to
commission the Government Actuary’s
Department or whether the unions
want to commission it and pay for it.
Obviously, that is a matter for you to
consider.

Mr Mitchel McLaughlin: Now you are
being provocative. [Laughter.]

Mrs G Nesbitt: | am just giving you a
helpful suggestion.

Ms Coyle: A comment was made at last
week’s evidence session that we have
already spent £37,000

The Chairperson: We could extend your
consultation period to carry that out if
you wish.

Ms Coyle: If we add another £15,000,
| do not think that we are going to very
popular. That would take us beyond
£50,000.

Mrs G Nesbitt: In all seriousness, there
will be a cost to delay. | have a little
aside, which | will give to lighten the
moment. | was described by one of the
contributors at an evidence session as
a scratch on a phonographic record that
causes the stylus to stay in the same
groove and play the same words over
and over again. That person thought that
| was a stuck record. Maybe | should
update that with, what is it — a stuck
MP3 player or a CD player? The person
was talking about my reference to the
GAD cost of delay of £300 million a year.

| had never actually heard this before,
but as the old saying goes, “I will take
all cuts as compliments.” | consider it
important to remind members of the
consequences of delay. From my time in
education, which was a long time ago,
repetition was a really useful learning
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tool to deploy in helping people to retain 1238.

information. [Laughter.]

1226. Mr Mitchel McLaughlin: That seems to
prove his point.

1227. Mrs G Nesbitt: You all remember the
£300 million, so you have all passed
the exam today. We have had no senior
moments today.

1228. Mr Cree: Is the £300 million still the
same? Has it not changed today?

1229. Mrs Smyth: It has not changed today.
However, we could arrange that.

1230. Mrs G Nesbitt: The union suggested
that there could be a variation of £10 1239
million for each scheme. | said that if it
were helpful, | would present it as £250
million to £350 million, because there
were five schemes.

1231. Mr Cree: So, are you saying that there is
flexibility in it?

1232. Mrs G Nesbitt: Absolutely. There is built-
in flexibility.

1233. Mr Mitchel McLaughlin: It sounds as
though you are actually saying that there
was a margin of error of around 25%.
Guesstimating is not the best way to
actually —

1234. Mr Weir: | think that the point, in many
ways, is that, whether it is £250 million,
£350 million or something in between, it
is big money whatever way you do it.

1235. Mr Mitchel McLaughlin: That is
why | am not digging holes about it.
[Laughter.] | am not sure about the
guesstimating approach. However, there
is no question that there is a significant
financial penalty.

1236. Mrs G Nesbitt: There is. We know
that, if we can accept that, our efforts
would be better spent actually looking
at the detail of the legislation rather
than spending more money to refine a
guesstimate, estimate or whatever you
want to term it — an assumption. Are
there any other questions?

1237. The Chairperson: No. We will let you
go early. We have only an hour and 15
minutes left.

Mrs G Nesbitt: | will go back and do
some more guesstimating, will I? Thank
you for your time. | genuinely appreciate
the Committee’s efforts. | am conscious
that we have given you an awful lot of
information. Pensions is not the easiest
subject to try to grapple with. We will
pick up the points that were raised
today and give you something back. If
something is not clear — | am sure that
it will not all be clear — we are obviously
happy to come back. We are scheduled
for another two sessions on 6 and 13
November to go through the clause-by-
clause scrutiny. Thank you for your time
today.

. The Chairperson: Thank you.
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1240.

1241.

1242.

1243.

Nevin Economic
Research Institute

The Chairperson: | welcome Paul MacFlynn
to the meeting. He is a researcher with
the Nevin Institute. Paul, you are very
welcome. | suggest that we go straight
to questions because we have a busy
agenda of evidence on the Bill.

The Department has issued a response
to your paper. It stated:

“the Department accepts that pension
reform could result in short term labour
market impacts but supports what this paper
recognises is the view of most economists
that the labour market will adjust over time
and that there is the potential for long term
benefits to emerge.”

Do you have a view on that?

Mr Paul MacFlynn (Nevin Economic
Research Institute): Obviously, | looked
closely at the Department’s response.

It harks back to what is mentioned in
the paper about the lump of labour
fallacy, which basically explains that jobs
being prolonged at one end does not
lead to job losses at the other. It is an
economic theory based on an optimised
economic model that the economy

can adjust to the increase in supply

of workers: demand will increase, new
jobs will be created, and those will fill
the gap, as it were. In the paper, | was
trying to make two points. The first is
that that model represents an idealised
economic situation. At present, we are

1244,

1245.

in what could be classed as a less than
ideal labour market situation. Short-
term frictional unemployment, which
the Department concedes would arise
from this policy, could be transformed
into medium-term and long-term
unemployment, given the situation that
the labour market is in. Evidence from
the UK in particular points out that the
predictions about the economy being
able to absorb extra labour supply are
based on an assumption about how
businesses will react to increases in
labour supply. If anything, the experience
of the labour market in the past number
of years has shown that businesses

do not react in that way immediately,

or that there is some disconnect in

how they are reacting to higher levels
of unemployment. Therefore, there is
reason to believe that frictional short-
term unemployment could become
extended.

Secondly, we are not talking about

the whole economy. We are talking
about one particular section of the
economy, namely the public sector.

The Department’s response to the
discussion paper highlighted that it was
protecting front line services and the
fact that doctors and nurses were not
going to be hired. The point that | was
trying to make was that the skill set and
the career set within the two sectors are
very different, so expecting the private
sector to be able to adjust and create
the type of opportunities that would be
unavailable in the public sector owing to
this policy is slightly misconceived.

The Department highlighted the prospect
of there being a long-term reconciliation
of the disruption caused by this policy,
but that could be in the very long term. If
the Committee or representatives of the
Department of Finance and Personnel
are negotiating on the basis of this
policy, those types of short-term impacts
need to be factored into that calculation.
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1246.

1247.

1248.

1249.

1250.

1251.

The Chairperson: There is reference

in your submission to the Martins and
Novo research paper on Portugal. Can
you elaborate on the equality impact of
that?

Mr MacFlynn: That was trying to
demonstrate that a lot of the studies on
the impacts of changing retirement ages
have been based on broad measures
such as the economy, the unemployment
rate generally, and how they manage
generally to adjust to broad macro
changes. That research looked at a

very specific set of female workers in
Portugal and followed panel studies

on a case-by-case basis. It found more
significant impacts than the more
general studies. When you are looking
at something like public sector pension
reform and, more specifically, workers
who are not as mobile between different
sectors of the economy, there is scope
for the impacts to be slightly more acute
than they would be if you look at the
economy as a whole.

The Chairperson: There is a criticism
from the Department in the first
paragraph of its response. It says that
there is no consideration in the paper
as to what the impact will be of not
reforming pensions.

Mr MacFlynn: Maybe it should have
been set out at the start of my paper
that | felt that the discussion note

was aimed at highlighting the indirect
economic impacts of the proposal that
is being made. | assume that the £300
million figure has been estimated by the
Westminster Government. Obviously, a
£300 million cut would be far reaching
and substantial. However, the aim of
my discussion note was to set out

the case that there are other impacts
that are not being anticipated if the
policy is implemented. That might give
some balance to consideration of both
scenarios.

The Chairperson: Do Members have any
questions?

Mr Mitchel McLaughlin: You have
picked up on the main issues. We are
ahead of the curve on the review of

1252.

1253.

longer working times, and people might
wonder how a government could proceed
while such a review is still being carried
out. Have you factored that into your
consideration?

Mr MacFlynn: Not in this discussion
paper. However, that could be brought
into the analysis. We were looking at the
policy as proposed.

The Chairperson: There are no further
questions. Paul, thank you very much.
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1254. The Chairperson: | welcome to the
meeting John Adams and Alderman
Arnold Hatch from NILGA. We will go
straight to questions if that is OK with
you. The Department responded to
your written submission. Do you have
any comment to make on that? Do you
still have concerns about clauses 5
and 67 If so, have you any suggested
amendments?

1255. Alderman Arnold Hatch (Northern
Ireland Local Government Association):
Yes, Chairman. Thank you very much

for the opportunity to come to the
Committee this morning. We want

only to strengthen what we said. Our
general position is that we support

the continuation of quality pension
provision for those working in the local
government sector while balancing the
need for such provision to be affordable
in the long term. We looked at some
figures for the level of funding that the
pension funds require. In 2002-03, the
level was £57 million; 10 years later, it
is £201 million. There is onward upward
pressure on local government to fund
the scheme. As that percentage support
increases, it obviously goes in the rates.

1256. Our specific concerns relate to clause

5(2), which seeks to specify the body

1257.

to act as the pension board for local
government. It seems that that is unique
to local government, and we wonder why
that is. It potentially hinders improved
governance by conflating the roles of a
scheme administrator and the pension
board. We suggest that those entities

in the new government structures
should have specified, distinct roles
that should be transparently separated.
We are not interested in any additional
layers of bureaucracy. There is not

any independent scrutiny role in

the proposed one body system. We
currently have the Northern Ireland Local
Government Officers’ Superannuation
Committee (NILGOSC) scheme. We do
not know how efficient that scheme

is. We did some cursory examination,
and we found that the cost per

member is higher than in other public
sector pension schemes, but nobody

is scrutinising that. That is one of

the reasons why we think that there
should be two bodies, one of which
would act as a pension board that
scrutinises what is being done as far

as the administration is concerned.
Administration can get out of control
very easily in the knowledge that
councils are always going to fund it,
whether or not the percentage goes up
year on year. That is the main reason
why we are suggesting that there should
be two separate bodies. Maybe John
wants to elaborate.

Mr John Adams (Northern Ireland
Local Government Association): | will
develop that point a little further. We talk
about these issues regularly with our
colleagues in England and Wales. We
got access to their submissions on the
issues for the Westminster Bill. In fact,
they probably put it stronger than we
have. They suggested that it would be
better if they insisted on the functions
being undertaken by the scheme
administrator on the one hand and

the pensions board on the other being
separate.

205



Report on the Public Service Pensions Bill (NIA Bill 23/11-15)

1258.

1259.

1260.

1261.

1262.

1263.

1264.

The purpose of those roles in the new
system is to improve governance. We
do not think that those two distinct
roles can be carried out by the same
body at the same time and deliver that
improved governance and transparency,
which underpin the principles. We

are very supportive of the principles

of the governance arrangements set
out in the Bill. The implementation in
local government is the only scheme
specifically named in the Bill. That is not
the best way forward.

The Chairperson: So, you are saying
that there needs to be independence
and separation. Is that the case that
is developing in England, Scotland and
Wales?

Mr Adams: Yes; they are making exactly
the same point.

The Chairperson: OK. Have you had
much engagement with the Department
in that regard? What kind of feedback
have you received?

Mr Adams: No. We looked at its
response to submissions, and we

could not really find that issue being
addressed in the Department of Finance
and Personnel (DFP) response. It would
probably be better left to scheme-
specific discussions and legislation,
and we could get into the detail of how
that might work in the local government
pension scheme with the Department
of the Environment (DOE). We also
submitted the same points to the
Committee for the Environment.

Mr Weir: Thank you, John and Arnold
for your evidence. You mentioned the
scheme-specific issue. | looked through
the responses from DFR and there does
not appear to be a direct response,
though | might have missed it. However,
representatives from DFP are next, and
they may address the issue. | am sure
that | will get corrected if | have missed
it.

Do you feel that the scheme-specific
issue could be properly dealt with
through regulations, which would
presumably be the DOE’s responsibility?
Mention has been made of the

1265.

1266.

1267.

1268.

1269.

DFP response. Has there been any
discussion with DOE about how it
sees things operating, or whether it
is sympathetic to the issues that you
raised?

Mr Adams: The DOE has acknowledged
our response and said that it will
respond to it in due course. We have
not had that response as yet. We

think that leaving it to the scheme-
specific discussions would be a better
solution than specifying that it must be
a particular way in the central Public
Service Pensions Bill.

Mr Weir: OK. Could the concerns be
addressed by regulations, or do you
think that what is there would prevent
that at present?

Mr Adams: It would appear that the
specification of it being a particular

way would make it difficult to correct in
scheme-specific discussions. That is
why we are suggesting that clause 5(2)
should be removed. It is the only explicit
scheme that has a specific solution put
into the Bill. We feel that that should be
removed. The principles of the earlier
clauses are all fine with regard to the
government structure, but we would

like to deal with that at scheme-specific
level, because we feel that there are
other solutions where that improved
governance can take place. As Alderman
Hatch rightly pointed out, we do not want
to add additional levels of unnecessary
bureaucracy.

Mr Weir: | wonder, to some extent,
whether the reference is a by-product. |
know that, with the NILGOSC scheme,
the DOE — | would not say jumped the
gun — was more or less ahead of the
rest of the public sector in dealing with
this. NILGOSC and the DOE, via the
previous Minister, moved ahead with this
at an earlier stage. | wonder whether

it is to try to cover that point. | am
interested to hear what the Department
has to say, and whether that issue
needs further exploration.

Mr Cree: You refer to the draft advisory
board across England and Wales. Are
you fully satisfied that that would work
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1271.

1272.

1273.

in connection with the various Northern
Ireland schemes?

Mr Adams: We are talking specifically
about the local government pension
scheme. We believe, on balance, that
there would be benefit in having the
relevant Departments across the various
jurisdictions receiving a similar suite of
advice. We are not suggesting that every
Department should have one single,
narrow piece of advice on the various
iterations of the local government
pension scheme in Scotland, England,
Wales and Northern Ireland. However,
we think that there would be value

in having a common framework of
advice to prevent future issues arising
between, for example, the Department
for Communities and Local Government
in England and the DOE in Northern
Ireland. That would mean that they
could not argue that they had received
different advice. We feel that it would be
simpler, and all the jurisdictions would
have access to a common framework of
advice. Although there will be different
details in the different schemes, the
core principles are the same. | feel

that there may be some economy and
avoidance of unnecessary complexity

if everyone accessed the same
mechanism.

Mr Cree: How long has that board been
in existence?

Mr Adams: It is in shadow form.

| understand that it has been in
existence for about six months, and the
Government are consulting on what its
substantive structure and framework
should be as part of the consultation
that is, | think, just closing.

The Chairperson: OK, gentlemen. Thank
you very much.
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1274.

1275.

and Personnel

The Chairperson: Margaret and
Stephen, you are very welcome. We will
go straight to the table of issues, as we
have a lot to get to on today’s agenda.

Ms Margaret Coyle (Department of
Finance and Personnel): It might be
useful at this stage to tell you about
where we actually stand — what our
position is at this time — in relation

to the two documents that you issued
to us. On the paper of 10 October, we
have a submission with the Minister on
the drafting issues that you referred to.
What we can probably tell you is that
we have not identified any issues in the
paper that would require a departmental
amendment to the Bill. However, we

do draft the outline of the clauses that
you raised in detail in that response
document. Unfortunately, it is still with
the Minister. The only reason | am
saying that is that | do not know what
detail you want to go into in relation

to that letter of 10 October, because
we have detailed our response in that
paper. You may want to bear that in
mind. In general terms, the response
offers scope to the Committee to
propose amendments on some of the
technical aspects, because they will not
have any impact on the policy carried
through in the clauses.

Department of Finance

1276.

1277.

1278.

1279.

1280.

1281.

1282.

1283.

1284.

The Chairperson: Can you elaborate on
that?

Ms Coyle: We are not prepared at
this stage to make a departmental
amendment, but we will certainly
consider any amendments that the
Committee may want to bring forward.
That is specifically in relation to your
letter of 10 October on the drafting
issues and technical aspects.

Unfortunately, again, we cannot
positively respond to any of the
amendments that you have asked us
to consider in your letter of 17 October,
because that still sits with the Minister.
What we can do is give you a steer as
to what we will positively consider in
relation to amendments.

The Chairperson: |s there a backlog of
correspondence with the Minister? There
are a few delays in correspondence.

Ms Coyle: | believe that there is.

The Chairperson: When will that be
ironed out?

Ms Coyle: We have asked for those to
be dealt with as soon as possible. It is
our hope that he will come back to us
relatively quickly. There is no reason why
we cannot give you a written response to
your letter of 16 or 17 October as well.
Hopefully, at that stage, there will be
confirmation of whether there will be a
departmental amendment or whether we
will be rejecting the ones that you have
brought to our attention.

The Chairperson: Margaret, do you want
to take us through what you can?

Ms Coyle: OK. The first one is the
enabling Bill. There is really no drafting
practice whenever you are presenting

a Bill. As far as we are concerned,

the guiding principles are set out in

the clauses, so the Department is not
prepared to change that and have an
overview clause. Regarding the position
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1285.

1286.

1287.

1288.

of other schemes, | can tell you that a
submission is with the Minister for the
North/South scheme. The Department’s
intention is that the North/South
scheme will be part of the Public Service
Pensions Bill on 1 April 2015.

The other two schemes that are referred
to — Northern Ireland Water and Ulster
Sheltered Employment — will decide

to incorporate into either the main
schemes or their own specific schemes.
As we mentioned last week, there are
issues in relation to them being funded
schemes and the cost to them to close
schemes. Potentially, although they will
be part of the Public Service Pensions
Bill, the timescale may be extended for
those two bodies, as they are funded.

Mr Stephen Ball (Department of
Finance and Personnel): One of the
other issues with clause 1 was a
request for an amendment to insert
“similar” to describe the relationship
between schemes. We were unsure
whether that would bring any benefit

to the description. The accepted

way that schemes are described is
“other schemes”, and there would be
differences in the way that calculations
are made for a pension scheme, a
compensation scheme and an ill-health
scheme. Their purposes are different.
We thought that “other” probably best
describes that and “similar” would not
really add a lot to define it.

Ms Coyle: Replacing “local government
workers”, then — again, this will be
detailed in our response to your letter of
10 October.

Mr Ball: Our feeling is that that is
already defined in the Bill. Schedule 2
has a description of what each of those
categories essentially means. It would
be a function of secondary legislation for
schemes to establish eligibility criteria,
and where there may be groups within
those groups, they would be defined at
that stage. That negates the need to go
back and change the primary legislation
for a minor change that is more suited
to being described in the regulations for
the scheme.

1289.

1290.

1291.

1292.

Similarly, there was a request to
consider replacing “teachers” with
“teachers in the public sector”. Again,
the secondary legislation would normally
define the status of those teachers.
There is a provision in the Bill that
allows schemes to extend their access
now. That will, effectively, operate the
fair deal policy when it takes effect. It
does not rule out the fact that teachers
might have a different status if there
was some change in their employment
status within the Department of
Education. It really just facilitates that
and leaves it for secondary legislation to
clarify where needed.

Ms Coyle: In relation to the
retrospective provision and retrospective
effect, a few issues were covered in
your latest document — points 25, 26
and 27. | will try to cover that in its
entirety. Clause 23 requires responsible
authorities to consult, with the aim

of reaching agreement on pension
changes that would have retrospective
effect. Where agreement may not be
achievable, the clause provides for an
effective trade union veto on the change
where it would have “significant adverse
effects”. Trade unions would also have
representation on pensions boards,
which would be involved in determining
the significance of any adverse effect.

That links up with retrospection. We
talked last week about the definition

of “significant adverse effects”, and it
is very difficult to pin down. Different
authorities may have different opinions
on what they perceive to be a significant
adverse effect. Indeed, they have the
opportunity to exercise a discretion in
that area.

What we have to take into account

is that the pension authority has an
obligation to inform those affected,
with an aim to reach an agreement. If
an individual has a different viewpoint
on the significance of an adjustment to
their accrued rights, and believes that
an authority has, for example, gone too
far outside the parameters of what you
would see as being a significant adverse
effect, they have the right to judicial
review. The Department’s view is that
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1293.

1294.

1295.

1296.

1297.

1298.

1299.

pension authorities will not want those
extreme measures to be exercised and
will, therefore, attempt to resolve the
issue prior to recourse to the courts. |
know that it is a very discretionary area,
but there are safeguards there so that,
if it got to a point where you would see
that as not being a significant adverse
effect, but one person did perceive it as
being significant, there are roads that
you can go down in relation to judicial
reviews or whatever if you wanted to
take it further.

Mr Ball: It leaves the way open for

the significance of an effect to be
discussed, especially in the pension
boards. One piece of advice that we got
on how we might define a significant
effect is that, really, we cannot; it will
have to be tested. A significant effect
could be a significant effect, but it
might be a small effect. It is a function
of the pension boards to weigh the
significance.

The Chairperson: Have you considered
any other safeguards on that clause?

Mr Ball: On significant effect?
The Chairperson: Yes.

Mr Ball: | think that, if something is
deemed to have a significant effect, we
will require the consent of trade unions.
We will have to place a report in the
Assembly, and it will have to be made
with a view to reaching an agreement.
There is an Assembly scrutiny role there
in that the report will have to determine
how those discussions were carried out
in varying what is significant in terms of

a detriment to pension scheme members.

Mr Weir: You may have covered this
point while | was out of the room, but
would that report contain guidance? If
the Department ultimately has to take
a decision as to whether something is
significant or not, we are in a bit of a
blank on that. Would the intention be to
produce guidance as part of that report
on how you would define “significant”?

Ms Coyle: | think that there would have
to be. If the Department was to say that

1300.

1301.

1302.

1303.

1304.

it found something insignificant, it would
have to justify why it thought that.

Mr Weir: | appreciate that you are not
in the position to agree on the hoof to
something, but if, for example, without
prejudicing the timescales, there was
a requirement on the Department to
produce that guidance, would that

be something that you would look at
reasonably favourably?

Ms Coyle: Yes.

Mr Weir: It is something that it would
have to do anyway, so consequently —

Ms Coyle: That is right. The report

is definitely a requirement. The
Department would have to lay a report
if there was an agreement on what

it identified as being significant or
insignificant. It is a safeguard, and it
has Assembly scrutiny.

Clause 3 deals with the absolute

rights to veto. | know that this has

been brought up a few times, and it

is a concern that the Committee has
brought up before, but this is a standing
convention. It is basically a normal
constitutional principle or convention
that DFP is tasked with to ensure
propriety and regularity on behalf of the
Assembly. The mechanism for doing
that, particularly in this case, would be
via the DFP approval role provided in
the pensions Bill. Clause 3 contains
additional provisions about how the
power to make scheme regulations
under the Bill can be used. | know

that we covered some of this last

week, but an example of legislation

that requires explicit DFP approval is
expenditure falling out of the Northern
Ireland Consolidated Fund. It is because
pensions are paid out of annually
managed expenditure (AME), and it is
cash drawn down from the Northern
Ireland Consolidated Fund. It is probably
the most important factor leading to
greater scrutiny from DFP where it might
not be in other cases and for other
policies. That is the role that DFP has
always played in determining consent

in relation to, in this particular case,
consenting legislation for the Bill.
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1305.

1306.

1307.

1308.

1309.

1310.

1311.

1312.

1313.

1314.

1315.

1316.

1317.

Mr Ball: There are impacts in the other
clauses of the Bill that deal with new
measures for scheme governance, cost-
cap control and valuation generally. It

is the Department’s view that it would
be important to have the consent of
the Department to ensure that those
procedures are being followed.

The Chairperson: There has been the
suggestion that the Assembly should
have some sort of role with regards to
clause 3 by one of the unions. Has that
been considered at all?

Mr Ball: On the making of scheme
regulations generally?

The Chairperson: Yes.

Mr Ball: The scheme regulations will,
under the Bill, be subject to the negative
resolution procedure.

The Chairperson: Where is that
reference?

Mr Ball: It is dealt with later in the Bill
under Assembly control and procedure
for making regulations — “Other
procedure”.

Ms Coyle: It is in clause 24.

Mr Ball: Clause 8 also sets out the
types of schemes that can be made.

It specifies that regulations made by
the Department must be subject to the
negative resolution procedure.

Ms Coyle: Clause 24(2) states:

“Scheme regulations are subject to negative
resolution in any other case.”

That follows on from the retrospective
provision.

Mr Ball: It is not a departure from

the normal approach under the
Superannuation (Northern Ireland) Order
1972, under which most of the schemes
were made. The accepted process is
negative resolution.

The Chairperson: We will come to that
further down the line. Do you want to
move on to the next one?

1318.

1319.

1320.

1321.

1322.

1323.

1324.

Ms Coyle: View to allow “any person

to exercise a discretion” — basically,
departmental discretion is a common
feature of existing pension scheme
rules. It provides flexibility in the delivery
of ancillary benefits and entitlements

in respect of service given by scheme
members. An example is death benefits,
which are classed as discretionary

in most schemes. It is a permissive
provision that is beneficial to members
in that such discretionary benefits

are treated separately for purposes of
taxation. Generally, inheritance tax does
not normally apply in those cases.

Mr Ball: One other example is the Civil
Service scheme. There are no current
compensation scheme arrangements
for members of the new nuvos
arrangement. Therefore, the Department
would make an ex gratia payment. The
discretion would enable it do to that
until such time as the appropriate rules
are in place.

Ms Coyle: If you need more detail on
discretion, we will follow that up in
further correspondence. We do not
see a requirement for the Department
to consider an amendment to clarify
the consequential amending provision.
It does not apply in this. We cannot
overturn the core requirements of

the Bill.

| think the next one is actually covered
— to follow up on issues arising from
clause 3 — because it was basically
around the DFP consent. If you are
happy enough, we will move on to the
next one.

The Chairperson: Yes.

Ms Coyle: The BMA and effective
governance — basically, as far as
governance is concerned, it should be
noted that the pensions board should
have equal numbers of employer and
employee representation. That covers
the issues that it had about effective
governance. That will obviously apply to
all the schemes.

Mr Ball: There was a related issue about
circumstances in which the scheme
manager may be different from the
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1325.

1326.

1327.

1328.

responsible authority. For most of the
existing schemes, there is a very strong
link between the scheme management
and the responsible authority. The
responsible authority is the Department
that makes the regulations. Some
functions will be performed by the
accounting officer and the scheme
administrator. They will be recorded in
the scheme’s annual accounts. The only
case in which there would not be such
a direct link is the local government
scheme, and | think there are historical
reasons; the district councils had
responsibility for those schemes. They
have a more distinct role as the scheme
manager, but there is still a very strong
link between the two. There is nothing
in the Bill that would take away from
the responsible authority’s control and
influence on the pension boards.

Ms Coyle: Most of the unfunded
schemes have the dual responsibility.
As Stephen rightly pointed out, local
government is slightly different.

Pensions board, then. Because we have
answered that, do you want us to cover
that again, Chairperson? | know the
answers are —

Mr Ball: The Department felt that it was
unnecessary to name unions or groups
of unions in the Bill, and that secondary
legislation could address that. Again, that
would be a usual function of secondary
legislation rather than having to define it
in primary legislation and going back
and changing it. If there is a routine
change in union representation or
scheme management, they may change
their own procedures, as they can.

Ms Coyle: The NASUWT suggested that
the rationale for this amendment was
that the Department for Education’s
current proposal for England and

Wales was that only two out of 12
representatives of the pension board
of the teachers will be direct teacher
union nominees. As Stephen said, they
can determine that at scheme-level
discussions. There is nothing to stop
them from putting into their scheme
regulations that, for example, there
should be six employee representatives

13209.

1330.

1331.

1332.

and six employers to keep a 50:50
balance. We would not be prepared

to make any amendment to the Bill

in relation to that. Most of the other
points that they made can be covered in
secondary legislation.

On clause 5, what | can say is that this
is something you brought up in your
latest documentation. As | said, we
still have to get confirmation from the
Minister, but we will positively consider
amending that one. That would probably
be the best way of explaining that. As
far as we are concerned, it is a non-
contentious proposal, and it provides
flexibility for NILGOSC to act as the
pensions board if that is required,
because they are slightly different here
than in GB.

We have already agreed that with

local government officials through the
pensions Bill working group. So we will
certainly consider replacing “must” with
“may” at clause 5(2). There may be a
consequential amendment if there is a
departmental amendment to that, but
we will speak with the drafter about that
and may have to amend clause 5(1). We
will certainly let you have sight of that
prior to it being tabled.

Mr Ball: The next point was in relation
to clause 5(3) on securing compliance
with scheme regulations and pension
boards. The Bill includes new powers for
the pension regulator, and there will be
a new code of practice. Under that code,
the regulator will have its own powers

to place fines or request amendments,
so it will have a regulatory role with
schemes in terms of their pension
boards. It will extend into the actions
taken by a pension board and scheme
manager.

One of the other questions was on the
word “desirability”. We felt that that
was purely descriptive. It would not add
anything to change the terminology.
The test of whether it was desirable
would be whether they complied with
the requirements of clauses 14 to 17,
which deal with the pension regulator
itself, and the clauses for the pension
boards and their remit. We would
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not necessarily have a problem with
changing “desirability” but it would not
really serve a function because the
regulation is included in other clauses
and will be in scheme regulations.

Also in connection with clause 5, there
was an issue about replacing “satisfied
from time to time” with a specified
period. We took our guidance on that
from the Interpretation Act (Northern
Ireland) 1954. That would be a term
used there and would allow scope for
Departments to have their own guidance
and procedures for when those checks
would be made. The Interpretation Act
would define the meaning and effect of
“time to time” in the legislation.

The Chairperson: “From time to time”
could mean anything: how long is a
piece of string?

Mr Mitchel McLaughlin: Does it mean
that you need not do it?

Mr Ball: | think it gives scope for the
Departments to make their procedures
for assessing “time to time”, but we can
certainly get you a formal definition of
that in writing.

Mr Mitchel McLaughlin: | can
understand the logic in giving the
Department the flexibility to do it,
perhaps, sooner rather than later if it so
deemed, but is there a need to specify
the length of time by which it should
actually exercise it?

Ms Coyle: If there was a delay or a
longer period of time was required? We
can certainly check that out and come
back to you on that.

Mr Mitchel McLaughlin: It would
probably be sensible to allow the
management authority to just step in or
review whenever it felt it necessary, but
we should be able to couple that with a
requirement to do it in a specified period
that allows elasticity but certainty — an
extended period of time but within which
it must revisit.

Mr Ball: Section 17 of the Interpretation
Act (Northern Ireland) 1954 states:

1341.

1342.

1343.

1344.

1345.

1346.

1347.

1348.

1349.

1350.

“Where an enactment confers a power or
imposes a duty, the power may be exercised
and the duty shall be performed from time to
time, as occasion requires.”

| think the intention is that there will be
a further definition of what that will be,
but it will be in secondary legislation.

Mr Mitchel McLaughlin: | would like
to press that issue so that we specify
a time while allowing the management
authority to conduct its own review in
circumstances that may arise.

Ms Coyle: We will consider that issue
and come back.

The Chairperson: What about the point
about a failure to declare a conflict of
interest in 5(5)(a) and 5(5)(b)? Is there
an amendment?

Ms Coyle: There is guidance from the
Pensions Regulator, and | know there are
still discussions and consultations on
that, but that clearly defines what a
conflict of interest would be. | assume
that it will be a requirement of any
pension authority or responsible authority
to make sure that there is no conflict of
interest in those particular areas.

Mr Mitchel McLaughlin: What would the
sanctions be for failure to comply?

Mr Ball: The Pensions Regulator would
have the powers to hold people to
account. In some cases they could
bring them to court. In lesser cases
they would impose fines or request a
correction to be made.

Mr Mitchel McLaughlin: Are we going to
get a written response on that?

Mr Ball: Yes.

Ms Coyle: Do you want us to go into
more detail on clause 7? | know that
Stephen covered the whole issue of
the pensions board and the scheme
advisory board. What we can say is that
it is defined in the Bill that there should
be equal representation of employer
and employee on the pensions board.
It does not specify that for the scheme
advisory board, but, again, | think

that is something that they should be
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doing when it comes to the scheme’s
secondary legislation.

Historically, in relation to scheme
advisory boards, until recently we had

a governance group that advised on
scheme changes. We ensured that there
was equal representation of employee
and employers on that particular board.
That is our understanding of what the
scheme advisory board should entail as
well, but, again, it could be specified in
secondary legislation.

The Chairperson: Why not specify it in
the primary legislation?

Ms Coyle: | can only assume that,
because the pensions board has

the higher authority, and you would
have member representation on the
pensions board, the ultimate decision
would lie with the pensions board and
the representations there. That is the
assumption as to why it is not in the
Bill for the advisory board. Again, it is
something we can certainly consider and
respond to. The next one is similar.

Mr Ball: There is a query on Northern
Ireland Local Government Association
(NILGA) evidence regarding the appoint-
ment of scheme advisory boards in
England and Wales and having them
appointed in Northern Ireland also.

We thought that the pension board
provisions set out the high-level
requirements. If schemes wanted to
follow that road, they could perhaps
address it in their own consultations
with the trade union side and under
secondary legislation. However, we
thought that there might be a slight
conflict in the devolved power there. It is
not something that we want to include in
the Bill.

Ms Coyle: The next one relates to
what Mitchel talked about, as far

as the responsibility for timings

are concerned. The expectation is
that the pensions board will consult
the scheme advisory board on the
desirability of scheme changes when
action for scheme changes is under
consideration. Provision is made on
a statutory basis that the information
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will be provided when requested and

at the appropriate time. Therefore, we
assume that the advisory boards would
have the discretion to offer a view on
the desirability of scheme changes as a
matter of course at any time.

The Bill permits scheme advisory boards
to establish their own ways of working.
So again, at the secondary legislation
stage, we will determine what way to set
up the scheme advisory board.

Mr Ball: | think that the scenario for
first considering scheme changes is
when there is a pressure on the cost-
cap mechanism, or where there is
some overarching legislation with which
schemes need to comply. In the past,
the Civil Service scheme has dealt
with anti-age discrimination legislation
and civil partnership legislation. In
that case, it would be desirable for the
pensions advisory board to give us the
information when it is requested; but
it does not preclude them not doing it
at some other time, when one of those
issues does not arise. The intention is
to ensure that it is provided when it is
required.

Ms Coyle: The final point is about this:

“in circumstances where no more than one of
each exist”.

That is where the board offers advice

to the scheme manager. This is not
likely to be the case in current Northern
Ireland arrangements. Provision is made
for the eventuality that there might

be more than one manager, as is the
case in the local government scheme,
but we spoke to the local government
officials, and they were content to retain
that provision at the last working-group
meeting. So that was their decision

on that.

Mr Ball: Clause 8 is about types of
scheme. We provided a response to
that. Do you want us to cover that again,
or perhaps cover the areas for which we
have not provided a response?

Ms Coyle: We are aware that we are
covering a lot of stuff that you will
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probably receive over the next day or two
on these particular issues and in detail.

Mr Ball: The next area regarding
clause 8 that is not dealt with is on the
National Association of Schoolmasters
Union of Women Teachers (NASUWT)
proposed amendment to remove
paragraphs 8(1)(b) and (c). This goes
to the heart of the Bill which is based
on policy decisions for career average
schemes. So we are not prepared to
move on that.

The next provision that we have a
response on is in the same clause, at
subsection (2). We have been asked to
consider an amendment to insert the
words “to any extent” after “benefit
schemes”. Benefit schemes are
defined at clause 33, so we thought it
unnecessary to include it again. The
actual wording is used there.

Ms Coyle: We have covered 13, on
expenses. The next one then is clause
9. Is that not right?

“What is the Department’s view on an
amendment to require the regulations to be
made by affirmative rather than negative
resolution, given that this goes to the heart of
the Bill?”

The Chairperson: In terms of clause
8(H), the key issues paper asks:

“What is the Department’s view on an
amendment to require the regulations to be
made by affirmative rather than negative
resolution”?

Mr Ball: Our approach was that current
practice is to use negative resolution.

If there was an occasion to propose to
change the type of scheme, that would
engage the higher consultation. Later in
the Bill there is a procedure for engaging
in consultation where those protected
elements would be challenged in a
proposal. So the removal or replacement
of the negative resolution would not
necessarily have the effect of changing
the type of scheme or the benefits that
would be delivered anyway. It would only
take you into a new arena, where you
would be engaging in further enhanced
consultation with unions. There would

be a requirement to consult with an
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aim of reaching agreement and to lay

a report for the consideration of the
Assembly, which would come to you, and
the negative resolution would apply. So
it could be scrutinised and challenged
in the Assembly if it was deemed
necessary to do so.

Ms Coyle: We are trying to get a
balance. There are certainly issues

that we believe are extremely important
and should be subject to positive
resolution, but if we started changing a
lot of stuff from negative resolution to
positive resolution, the Assembly could
potentially be inundated with reports
that it would have to look at in day-to-
day business. It could actually leave the
Assembly at a standstill if we were to
have positive resolution for every aspect
of it. There are certain issues on which
we say that negative resolution has
been practiced before and has worked.
There is that element of scrutiny.

The Chairperson: Obviously there are
different clauses that refer to negative
or affirmative resolution, but if there are
any examples of past practice, and you
are saying that there might be a great
volume of resolutions coming forward, if
we could have evidence of that we would
be better placed to make a judgement in
regard to those clauses.

Mr Weir: In terms of negative
resolution, sometimes people see

a false dichotomy between the two.

| know that there is a lot more time
involved in affirmative resolution, but,
presumably, the negative resolution still
comes. The issue is that the particular
Committee, or anybody who can pray
against that, can force that into direct
debate. So there is the opportunity

for a trigger mechanism to ensure

that there is a debate, and it would
then require a vote of the Assembly
under those circumstances anyway.
The bigger difference is probably in the
practicalities and the fact that there
would be a guaranteed specific debate
as opposed to a triggered one.

Ms Coyle: For those reasons, we see
negative resolution as being quite robust
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in those particular areas, because that
safeguard is there.

Mr Mitchel McLaughlin: The
background to pension reform in itself
is against the successful Government
challenge to the unions’ veto on a whole
range of national wage agreements

and so on. Consequently, there is a
concern that the duty to consult with

a view to finding agreement does not
actually provide any reassurance against
the loss of that particular veto. It has
happened, and things have moved

on, but, in dealing with the pension
schemes, there are huge concerns, and
in my view they are exacerbated by that
loss of the veto. So, | think that people
are looking for the Assembly to have

a direct involvement in the process

and the regulations that will be used

to manage this scheme, and | do not
think that they will get that reassurance
from the negative resolution process.
Affirmative resolution means that, even
at cross-party level, Members can stand
up and have their say and can make
representation, and they will certainly

be lobbied. | accept the practicalities

of what Peter has said about negative
resolution, but we are also trying to deal
with a very concerned public, particularly
those who are looking at their pension
arrangements. No matter how this is
presented, they see this a negative
development. They see a negative
impact, and | am not sure that they will
be impressed by the distinction that
people will make between adverse effect
and significant adverse effect if that
goes to the court. So, they want to see
their elected representatives taking a
hand here.

Ms Coyle: We appreciate that, Mitchel.
We had this discussion when we were
putting through the Superannuation Bill.
The same issue arose in relation to the
trade union veto. From the Department’s
perspective, we thought that the
negative resolution procedure was still
appropriate because, as Peter said,

it can end up in the Assembly if, for
example, an MLA wanted it to. It can be
debated at the Committee, but, equally,
you can have a separate issue where —
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Mr Mitchel McLaughlin: That is
straightforward. | do not have any
difficulty with that. | know that an
individual Member can pray against

it. | am talking about the discussions
and negotiations before it reaches

the Assembly, and | am talking about
adding a bit of muscle to the process of
seeking to find agreement.

Ms Coyle: If there were to be a report,
the Committee would look at it and ask
how far people went in trying to reach
that agreement. So, obviously, the
report would have to be very detailed.
Again, these are things to consider. The
Committee can raise this in writing with
us, and we will certainly consider it. |
know where you are coming from, but

| cannot see the Department moving

on this particular issue, because it has
always been thought that the negative
resolution procedure is robust enough.
You can certainly write to us about that,
because it covers quite a few areas, and
| think that those are the points that you
are trying to make.

Mr Mitchel McLaughlin: That is exactly
the point that | am making.

Mr Ball: A lot of these changes will be
permissive and routine and for which
negative resolution will suffice. There
are some that may be more complicated
and contentious, and the idea that we
clarify that it is a means to reach an
agreement and that there is a report

to be laid for the attention of the
Assembly is intended to strengthen the
consultation and scrutiny processes
there. There are areas in the Bill where
affirmative resolution will apply, for
example where there is a proposal for a
retrospective change. | take your point,
but it is a question of how far you want
to apply it in every case.

Mr Mitchel McLaughlin: This has been
a long session, and we have still some
work to do, so | do not want to drag it
out too far. However, in the case that
keeps recurring about the firefighters,
there is the potential for a locally
constructed agreement. Agreement
can be reached at a regional level

that allows for the process of early
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retirement in circumstances where

there is an operational implication that
needs must. They are concerned about
whether they can design a scheme

that they can sign up to, even if there
would be an impact on their pension
entitlements, and which we can sign up
to. That, | think, requires an enhanced
requirement to find agreement, because,
otherwise, you could refer to the body of
the law, the legislation and the negative
resolution process in the Assembly, all
of which may not allow those locally
designed solutions to emerge because
we are talking about an agreement
between the authority and the union side.

Ms Coyle: We would argue that those
would be scheme-specific discussions
and that those discussions would not be
in the Bill.

Mr Mitchel McLaughlin: | do not think
that you would write it into the Bill,
but, if you had a process that provided
the maximum encouragement to find
agreement on the management side,
life could be easier all round. That is
why | say that. | would not say that
the power-tripping Departments would
want to abuse the process, but | think
that we need to be able to address
these matters, particularly with a

view to finding solutions to what are
very difficult issues that an individual
might face.

Mr Ball: At the moment, there are
discussions with fire services in Great
Britain.

Mr Mitchel McLaughlin: | am aware

of all that. Our approach should take
account of anything that emerges there.
It looks as though certain flexibilities
are starting to emerge. So, let us give
ourselves as much scope as possible
without inundating us with any more
work; we are so busy. | know that you
are concerned about us.

Ms Coyle: Very much so. [Laughter.]
Mr Mitchel McLaughlin: Thank you.

Ms Coyle: We were asked for the
Department’s view on an amendment

1385.

1386.

1387.

1388.

1389.

that would clarify that the revaluation is
required at specified periods.

Mr Ball: | think that that is one of the
areas where there will be scope for
schemes to determine how earnings

or prices are used to revalue accrued
benefits in service. In the case of
firefighters, for example, they might
choose to use earnings as a measure
of revaluing, whereas the Civil Service
scheme would use the consumer price
index (CPI). The Department of Finance
and Personnel would have a role in
making orders to determine those,

and they would be based on statistical
figures, such as the published CPI and
figures for earnings. DSD makes an
order to revaluate earnings for social
security additional pensions, so the role
would be similar. It is quite a formal
procedure, whereby the Department

of Finance and Personnel probably
determines the indices but the individual
Departments have scope in how it would
be applied. There is a requirement that
the Department make those orders
annually. That is the procedure that will
be used when they are applied.

Ms Coyle: It is DSD and DWR

Mr Ball: Departments retain their own
scope for how they revalue benefits. |
think that that is the main message.

There was an associated issue about
circumstances when an order for
revaluation would result in a decrease.
However, that would happen on very
rare occasions. | think that there was
a negative revaluation in the pensions
increase two years ago, but it was not
applied. | will go back to the Assembly
procedures. | think that this provision
means that a negative resolution would
apply in normal conditions, but an
affirmative resolution would apply in

a case in which there was a negative
revaluation. So, it would come to the
Assembly to determine whether that
negative revaluation should be applied
in the scheme.

| think that the idea behind its being in
the Bill is so that positive and negative
revaluations can be tracked for the
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function and the cost cap. However, it
would be a function of the resolution
procedure to see whether a negative
would be applied.

There was also an issue on consultation
on those orders. Our view is that they
are routine orders that determine CPI
rates and increases in earnings that
would apply. The current practice is that
there is no requirement for consultation
in the parent legislation, which, | believe,
is the Social Security Contributions and
Benefits Act 1992, which DSD made.
DFP would make a corresponding order
for public service pensions. There is no
formal requirement to consult, and the
rationale is to give effect to financial
matters that are related to public
statistics. | do not know whether you
want to do any more on that.

Clause 10 relates to the link to pension
age. The NASUWT visited that to consider
removing the requirement for the link to
state pension age. Again, that will be one
of our core provisions in the Bill with the
aim of reflecting the Hutton commission’s
recommendations and the Executive’s
agreement in March last year. Therefore,
we would not consider amending that.

The Chairperson: Is it still the Depart-
ment’s view that the Executive agreed

to 68 as the age? Grace said in the
previous session that the Executive
agreed, in the full knowledge that this
would change the state pension age to 68.

Ms Coyle: It will change to 68 at some
time. | think that it may happen in 2046
or something. It is way ahead, so it will —

The Chairperson: You seem convinced
that the entire Executive agreed that in
full knowledge.

Mr Ball: Their agreement was that it
would reflect the state pension age,
even if the state pension age is changed
from the current age of 65. There are
plans for it to increase.

The Chairperson: So, it was 65.

Mr Ball: The minimum age would be 65
or the actual existing pension age at any
other time.
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Ms Coyle: Clause 10 specifies the age
of 65 or state pension age to clarify
that. There could be a variance in the
state pension age. That is the case,
even at the moment, because of aligning
women with men for the state pension
age. For some people, the state pension
age is different, so it was just about
giving that flexibility.

The Chairperson: | just thought

it strange at the time that the

Executive agreed to 65, but it was the
Department’s view last week that, under
that previous agreement, the age was 68.

Mr Ball: | think that maybe our
statement took account of the fact that
it will be 68 in the future.

The Chairperson: But the Executive have
not agreed to 68.

Ms Coyle: No; they agreed to the
pension age, whatever that may be.

Mr Cree: If it were 60, and a member of
a scheme were unfit, would that result
in a deferred pension situation, or would
there be a medical termination?

Ms Coyle: As far as | know, the ongoing
discussions for firefighters are trying to
determine what happens when someone
is, for example, found to be unfit and
cannot go on until they are aged 65 or
the age for their state pension. They

are considering the possibility of their
going out on ill-health retirement. So, if
they can determine that they are unfit
because of their line of work — this

is where it can get rather complex — |
think that they are trying to agree as
part and parcel of discussions at the
minute that those people could go out
on ill-health retirement. That would mean
that they would get their full pension,
because there would be no actuarial
reduction on ill-health retirement.

Mr Cree: So, does that mean that it is
not a deferred pension situation?

Ms Coyle: No. If they agreed that it

happened because of ill health, and it
was proved that the work that they did
resulted in ill health, they would go out
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on an ill-health pension, which is paid
straight away.

Mr Cree: | used the word “unfit”, which
is different from ill health.

Ms Coyle: This is where the
complexities come in. They have to be
seen to be unfit for the work that they
are doing as a result of the job that they
did to date but not as a result of any
external factors. So, that is where it can
become complicated. However, if that is
determined —

Mr Cree: They would not be in ill health,
then.

Mr Ball: Each scheme will retain its
capacity for ill-health provisions and
actuarial reduction if someone decides
to leave early. The only real situation
where a deferred benefit situation arises
is when someone resigns from service.
If they do not stay on until pension age,
they could resign on the benefits —

Mr Cree: You could say that, if there
were not jobs for unfit people to do,
what is the logical outcome?

Mr Ball: The logical outcome is that
schemes should consider that in the
regulations that are being put in place.

Mr Weir: | know that discussions with
firefighters are ongoing at a national
level, and —

Ms Coyle: That is right. That is taking
in the whole macroeconomic situation
and taking it a stage further. However,
that is certainly something that they

are considering, which would mean that
firefighters would not have to actuarially
reduce, even though they may be under
the age of 60.

Mr Ball: | think that they might be
concentrating on fitness. One of the
recent reports into pension age for
firefighters recommended that there
should be consistent fitness levels
across all fire services. The current
pension age for that scheme is 60.
Although it is a related issue and
there are impacts with age-related
inability to reach the fitness, it is the
determining factor. That report made
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recommendations for scope for the

fire service schemes to provide early
departure avenues for staff who did not
meet the fitness levels. Some of the
things that are being discussed in GB
at the moment are actuarial reduction
and minimising the effect of such a
reduction.

Mr Cree: So, does that mean that it is
not resolved yet?

Mr Ball: No. It is still being discussed.

Ms Coyle: | think that there is a
conference today at which attempts are
being made to tease things out. | do not
know any more details of it, though.

The Chairperson: If a firefighter were to
retire at 56, would they get the reduction
applied from state pension age?

Ms Coyle: So, do you mean if they retire
on grounds not of ill health but were to
retire early under actuarial reduction?

The Chairperson: Yes, at 56.

Ms Coyle: We touched on that last
week. Their actuarial reduction would
take them up to their normal pension
age, which, under the Bill, would be

60. If there were, for example, a 3%
reduction each year, you would be
talking about 12% of a reduction to their
pension. That is because it would be for
the four years. | am not sure what their
reduction is, but it would be for the four
years from age 56 to 60.

Mr Mitchel McLaughlin: Is that 3% only
an indicative figure? It is not —

Ms Coyle: It is only an indicative figure. |
do not know what it is for —

Mr Mitchel McLaughlin: You cannot rely
on it.

Mr Weir: We have heard suggestions
that it is closer to 4% a year.

Ms Coyle: The point that | am trying

to make is that, whatever percentage

it is a year, it will take them up only to
their normal pension age, which is 60;
it will not take them up to state pension
age. The retirement age of 60 has been
agreed for firefighters.
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Mr Ball: The next area for which we
probably have not given a line before is
clause 11, which concerns valuations.
In its evidence, the BMA stated that
DFP’s powers of directions should be
tempered by the requirement to consult
wider than the Government Actuary’s
Department on the valuation direction.
We have a paper with the Minister on
that, so we hope to give you a written
response very soon.

Ms Coyle: We will positively consider
that, which is probably the best way

to put it. We have already discussed

it with the collective consultation
working group. We agreed to consult
for 12 weeks on the directions for

the valuations. Acceptance of the
amendment would demonstrate a
positive approach to consultation, so we
see no issues with that. It is likely that
we will consider tabling an amendment
to clause 12 to that effect.

Mr Ball: There is a requirement to
consult with the Government Actuary’s
Department. That reflects that those
directions are about dealing with
finance procedures and how and when
valuations are carried out. As Margaret
said, we are talking to trade unions
about consulting on the directions,
because this is a new provision.

Ms Coyle: That also relates to the
employer cost cap. The intention is that
we will consult for 12 weeks to cover
the directions for valuations and those
on the employer cost cap. So, it will be
a joint consultation. We will consider
an amendment to include that further
provision in clause 12 so that the DFP
regulations may be made only after the
Department has consulted the relevant
stakeholders. So, again, it is just to
cover that there will be a consultation.
We would certainly consider amending
that clause to that effect.

The Chairperson: | am conscious of the
time. We are running close. Are there
any other amendments that members
want to focus on to draw us to a close
earlier? Are members happy enough to
wait until we get a written response on
the areas that have been raised?

1433.

1434.

1435.

1436.

1437.

1438.

1439.

1440.

1441.

1442,

Mr Mitchel McLaughlin: Yes, we will be
revisiting some of this anyway.

Ms Coyle: Yes. It is just unfortunate
that, on the particular clauses that we
are considering amending, we could not
come back and say that, having spoken
to the Minister, that would happen. We
just wanted to give you a steer that we
would certainly be reconsidering those
issues, and it may give you an idea of
the amendments that the Committee
might consider.

The Chairperson: The message to the
Minister is that he needs to get his
skates on with this, because we have
the Bill Office waiting. If we get this next
week, the Bill Office will have only a
week to draft amendments. Ultimately,
any further inaction will frustrate the
Committee in carrying out its statutory
role. So, he needs to get this sorted.

Ms Coyle: | make a commitment that we
will contact the private office today and
try to get an update for the Committee
on where those two papers are at

the moment.

The Chairperson: OK.

Mr Cree: Responses were due last
Friday and today. Do we have them all
now?

Mrs Coyle: That is what | am saying.
They are both with the Minister at the
moment.

Mr Cree: Does that mean that we not
have them at all yet?

Ms Coyle: Last Friday’s paper is
currently with the Minister. Given the
timeline for this one, we were more or
less just going to cover these issues

in the evidence session. However, if

it helps, we can obviously cover in a
written response to you the issues that
you sent us in a letter on 17 October.
Hopefully, by that stage the Minister will
have come back to us, and we can be
more positive in our response to the
proposed amendments.

The Chairperson: Thank you.
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1443.

1444,

1445.

1446.

1447.

1448.

NIA Bill Office

The Chairperson: Moving on to
consideration of issues from the
evidence, | suggest to members that we
focus only on the residual matters and
related clauses about which you still
have concerns. | refer you to the table of
issues in the pack. To assist members
with this, | suggest that they may wish to
concentrate in particular on clauses 7,
9,10, 13, 14, 21, 22 and 23.

We will start with clause 7, which is on
the scheme advisory board. | refer to
page 15 of the table, which is at page
30 of your packs. Are members satisfied
with the Department of Finance and
Personnel (DFP) response to the issues
raised on clause 77 If not, are there
any proposals for an amendment to be
drafted for consideration that would aim
to provide for the independence of the
scheme advisory board?

Mr Weir: | am happy enough, Chair.

The Chairperson: OK. You are happy
enough. There are no amendments to
that.

We will move on to clause 9. | refer to
the bottom of page 24 and the top of
page 25 of the table, which are in pages
39 and 40 of your pack.

Mr Weir: On that issue, | think that there
is a reasonable enough point. | will
wait to see whether there are any legal

1449.

implications on which to reflect. That
was one issue on which the Department
indicated that it would reflect on our
thoughts and come back to us. Perhaps
we could leave that particular point until
we get a response.

The Chairperson: OK. Are members
happy to park that in the meantime?

Members indicated assent.

1450.

1451.

1452.

The Chairperson: Clause 10 deals with
pension age. | refer to pages 32 to 24
of the table, which are at pages 47 to
49 of your pack. Obviously, there are
two parts to clause 10; the appropriate
normal pension age for schemes

and perhaps introducing flexibility for
individual Departments and the Fire
Brigades Union (FBU). Perhaps we could
park the first issue for a week until

we get clarification of the Executive’s
position on it and come back to that and
to clause 9.

Mr Weir: The second part of it is on
the Fire Brigades Union situation.
Obviously, we have agreed to seek
various bits of information from the
Department of Health. It may be better
to deal with it then. | suspect that the
Fire Brigades Union stuff might also
become a moveable feast, because,
as | understand it, there are certainly
wider negotiations with it in the wider
context. That could well impact on what
eventually happens here.

The Chairperson: Are members happy
enough to park that issue?

Members indicated assent.

1453.

The Chairperson: Clause 13 deals

with employer contributions in funded
schemes. | refer to page 42 of the
table, which is at page 57 of your

packs. Are members satisfied with

the DFP response, or do they wish

an amendment to be drafted for
consideration that would aim to enhance
the independence of the person who is
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1454,

1455.

1456.

1457.

1458.

14509.

1460.

1461.

1462.

appointed to review actuarial evaluation
and employer contribution rates?

Mr Weir: | am happy enough with the
response so far.

Mr Mitchel McLaughlin: It would be to
everybody’'s advantage if there is seen
to be a clear demarcation between the
scheme managers and those who have
a direct responsibility. If we are not
satisfied with the response, we should
consider an amendment.

The Chairperson: OK, members. Are
there any other views? Are members
happy enough for the amendment to be
drafted for further consideration?

Mr Mitchel McLaughlin: We will take a
look at it then.

Mr Weir: That does not necessarily
mean that we will agree it.

The Chairperson: We will move on

to clause 14. | refer to page 43 of

the table, which is at page 58 of the
pack. Are members satisfied with the
Department’s response on clause
14(6), or do they wish an amendment
to be drafted for consideration that
would strengthen the clause by seeking
to ensure that benefit information is
provided in such a manner that scheme
members are reasonably able to
understand it?

Mr Weir: The Department has given
indications of regulations that will be
drafted for direction at that stage. |
am not altogether sure whether any
amendment of that nature will be
required in the legislation.

The Chairperson: Are you saying that
you are happy enough, Peter?

Mr Weir: | am probably happy enough
with that side of it. The key bit is what
would be there if, for example, there
were an amendment that said that it
had to be reasonably understood. |
would like to think that anything that
is produced should be reasonably
understood anyway. The detail of
something of that nature normally
happens in directions and subordinate

legislation. | am not sure that it takes us

1463.

very much further forward simply to have
that in the legislation, to be honest.

The Chairperson: Have members any
other views? Are you content?

Members indicated assent.

1464.

1465.

1466.

1467.

1468.

1469.

1470.

The Chairperson: Clause 21 is on
consultation. | refer to page 47 of

the table, which is at page 62 of your
packs. Are members satisfied with

the departmental response on the
consultation provisions in clause 21, or
do they wish to consider an amendment
that would include in the Bill a duty

on the Department to consult relevant
stakeholders before exercising the
various order- and regulation-making
powers in the Bill?

Mr Cree: That is reasonable, but
would that not be more properly in the
secondary or subordinate legislation?

The Chairperson: Are there any other
views, members?

Mr Girvan: On the Department’s
response to this, | agree that agreement
is not always achievable. On that basis,
you have to accept what the Department
says on that point. You will not get
agreement. You can understand why you
will not get agreement with some of the
people who we have had at the top of
this table on many occasions.

Mr Mitchel McLaughlin: | thought that
Grace answered her questions.

Mr Cree: Very diplomatic.

The Chairperson: Are members content?

Members indicated assent.

1471.

The Chairperson: Clause 22 concerns
the procedure for protected elements.
The details of that are in page 49

of the table, which is at page 64 of
your packs. Are members satisfied
with DFP’s assurance, or do they

wish an amendment to be drafted for
consideration that would provide a
safeguard in the Bill to ensure that
reports are laid in the Assembly in
sufficient time? Are members content?

Members indicated assent.
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1472.

1473.

1474.

1475.

Mr Mitchel McLaughlin: It is difficult

to know what we could do in a practical
way there. | suppose that there is always
the possibility of a negative effect, but,
in regulations or secondary legislation
impacts, we could consider that

again. | am not clear what meaningful
amendment we could offer at this stage,
given that it is a framework approach.

The Chairperson: Clause 23 deals

with the procedure for retrospective
provision. That is on pages 57 to 59

of the table, which is at pages 72

to 74 of your packs. This relates to
option 4 for improving the safeguards
around accrued rights and retrospective
changes under clause 23. Are members
satisfied with DFP’s response, or do
they wish an amendment to be drafted
for consideration that would, for
example, either require the affirmative
procedure for all retrospective changes
or require the affirmative procedure for
all retrospective changes appearing

to the responsible authority to have

any adverse effect, as opposed to any
significant adverse effect?

Mr Mitchel McLaughlin: Again, it
probably would be helpful to have a draft
in front of us so that we could look at

it then. We may get some additional
information back as well.

The Chairperson: Are members content
with that?

Members indicated assent.

1476.

1477.

1478.

1479.

The Chairperson: Do members wish

to discuss any other issues relating to
these or any of the other clauses before
we move on?

Mr Cree: Chair, we have the “significant
adverse effect”, but | do not think that
we will get any better than that. It is still
not very satisfactory at all. We do not
have a definition for it.

The Chairperson: Are there any further
proposals or actions on that?

The Clerk Of Bills: May | clarify? Do
members want both options drafted,
or is it the amendment that requires
the affirmative procedure for all

1480.

retrospective changes that have any
adverse effect?

The Chairperson: | think that it is both.
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1481. The Chairperson: You are all very
welcome to the Committee again.
Grace, before we kick off, something
has been brought to my attention by
some Department of Finance and
Personnel (DFP) workers in Derry.

It has been reported that some 80

jobs may be on the line at Waterside
House. Sources have indicated that
there might be a loss of £1 million

to the local economy and that some
options are being accelerated for partial
or full outsourcing. | have spoken to
Committee officials, and there has been
no contact with the Committee on any
of those proposals. Would you care to
elaborate on that?

1482. Mrs Grace Nesbitt (Department of
Finance and Personnel): | am happy
to provide an initial update to the
Committee this morning and to attend
a fuller evidence session. | realise that
this morning’s session is very much
concentrating on pensions, and we have
quite a lot of detail to get through. | will
give you a few initial comments, and
then, if you are agreeable, | will write to
the Committee and set it out in more
detail. | am happy to come back again
at a further evidence session. | do not
want to take up too much time this
morning.

1483.

1484.

1485.

1486.

It is incorrect to say that 80 jobs will

be lost from Civil Service pensions.
That is factually incorrect, and the fact
that it is factually incorrect has been
communicated to staff and the unions
repeatedly. It is true to say that we are
in the middle of a project to look at
replacing our IT systems. At the minute,
we have two systems, and, to keep it
really simple, one administers and one
pays pensions, and our arrangements
for those contracts are coming to an
end. The intention is to look at options
to replace those with a single end-to-end
system that will both pay and administer
pensions and have a self-service facility.
That in itself will require fewer staff to
operate it. Therefore, there will be —

The Chairperson: So there will be job
losses.

Mrs G Nesbitt: Just let me finish, and

I will explain. | will then be happy to
take your questions. Fewer staff will

be required to operate the system,

so there will be fewer staff working

in Civil Service pensions. There is a
range of options, which fall into two
broad camps. | will come on to the
staffing implications after | finish this
little introduction. One option is that
we simply replace the system and that
it continues to be operated by civil
servants. The second option is not only
to replace the system but to look at a
managed service. Under the guidance
for procurement, we are required to look
at that range of options. Those options
are still being considered, and we are
working through the outline business
case at the minute.

It is true to say that, if the option for

a managed service is adopted, it will
obviously have a greater impact on the
number of civil servants required to
operate it. So what will happen to the
staff? What numbers are we talking
about? We are certainly not talking
about 80, because, as you will be aware
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1487.

1488.

1489.

1490.

1491.

1492.

from the officials from Civil Service
pensions who are sitting with me,
pensions do a lot more than administer
and pay pensions. We have a resource
for policy and legislation, a resource

on communication and other functions
to do with finance. So the figure of 80
is factually inaccurate and extremely
misleading.

| move now to what will happen to the
reduced resource of people who will be
required to operate whatever option is
adopted in Civil Service pensions. Those
people will not lose their job; they will
not, as one local paper said, be on the
dole. Rather, in accordance with our
agreed procedures, which are in our HR
handbook and were agreed following
consultation with the trade unions, they
will be redeployed in line with our policy
on redeployment. There are rules and
protocols in place about more junior
grade staff, their mobility and where they
can be redeployed to.

In summary, there will be a reduced
staffing requirement for Civil Service
pensions. The quantum of that
reduction will depend on the option
that is adopted. Nobody will lose their
job as a civil servant. Rather, they will
be redeployed, and the intention is to
endeavour to redeploy them within the
general area. We have policies in place
that enable us to do that, and we have
done it over the years for other areas.
When people move and get promoted,
for example, we do not fill that vacancy
substantively. We fill it with temporary
promotion, maybe, or by way of other
arrangements that we have at our
disposal. We can manage that process
over a period, working with staff and the
unions to accommodate people as best
we can.

Maybe it would be helpful if | wrote to
you with some more details.

The Chairperson: How many do you
predict will be redeployed?

Mrs G Nesbitt: We do not know yet. We
are still working through the figures. |
am not in a position to —

The Chairperson: |s there any estimate?

1493.

1494.

1495.

1496.

1497.

1498.

1499.

1500.

Mrs G Nesbitt: Not really; we are still
working through that. It is early days.

The Chairperson: Could it be 50 to 100,
or 20 to 307?

Mrs G Nesbitt: It could not be 100,
because we do not have 100 people
working in pensions.

The Chairperson: So it is fewer than
100; we are getting closer.

Mrs G Nesbitt: | am conscious that this
is an evidence session, so | am loath
to give exact figures, but, off the top of
my head, we have 93 people working in
pensions. The split between those who
are working in administering and paying
pensions is maybe about 50. | would
really need to get exact figures, and,

as | said, | am loath to give anything
else to the Committee. We also have a
fair proportion working in other areas
such as policy and legislation, finance
and communication. Not everybody who
works in pensions works in the paying
and administering of pensions. Not
everybody works in those processes. So
the figure of 80 is definitely inaccurate.

| will provide a written submission to the
Committee and try to set out as much
information as | can and give you an
update on where we are with the general
procurement process, if that would be
helpful. If you want to schedule another
slot, we can come back. | think that | am
here for the whole month of November
anyway; | am so popular. [Laughter.] If
you want to add it on to one of those
sessions, | am happy to oblige. | am not
sure what your timetable is, because |
realise that the Pensions Bill is taking
up a significant amount of your time.

| appreciate the time that you are
spending on it. | will give you a written
submission, Chair, if that would be
acceptable. If members wish, you can
slot me in to one of the other sessions
in November.

Mr D Bradley: Can you mention again
the two options that you referred to?

Mrs G Nesbitt: You look at a number
of options in an outline business case.
One option is to do nothing. There are
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1501.

1502.

1503.

1504.

1505.

variables in the range of options, but
they fall into two broad camps. One is
that we replace our IT system and that
it will continue to be operated by civil
servants. It is an end-to-end system
that will administer and pay, and have
self-service. The staff operating it

and the unions understand that it will
require fewer staff because it will be

a modern, up-to-date system that will
do both functions and there will not be
an interface, because it is self-service.
That will in itself require fewer staff

to operate. That is one main set of
options.

The other option is that we go down

the route of having a managed service,
where the functions of administering
and paying pensions would no longer
be carried out by civil servants. We are
required to look at, explore and examine
these options in the interests of getting
best value for public money. That is

the process that we are now following.
Those are the two broad options, but
there are variables within them.

Mr D Bradley: Does “managed service”
mean that they would be outsourced
from the public service?

Mrs G Nesbitt: Yes. It would no longer
be operated by civil servants.

The Chairperson: As you are not sure
about the numbers that are going to be
redeployed, | presume that there will be
no decisions made on this until after
Christmas.

Mrs G Nesbitt: We are working on and
refining the outline business case at
the minute. That has to go through a
number of internal approval processes
that the Committee may be aware of.

It has to go to the finance part of DFP
and then the supply part, which happens
to be in DFR Two parts of DFP have to
consider that, which would then inform
a submission to Minister Hamilton, who
will then be asked to make a decision.
Ideally, we would like that to happen
this side of Christmas, because one of
the issues that | am mindful of, if | can
elaborate for the Committee a little,

is the cost of delay. That is over £60

1506.

1507.

1508.

1509.

1510.

1511.

million for the Civil Service scheme. |
am reluctant to refer to the Government
Actuary’s Department (GAD) costs

yet again, but | have to. If we do not
have the revised Civil Service scheme
in place by April 2015, we will face a
substantial penalty from the Treasury,
so whichever option is adopted in the
procurement process, the sooner we
have that resolved and completed and a
new system in place, the better, so that
we can work on it and make sure that it
is up to delivering the specific scheme
requirements for the new scheme in
April 2015. We are up against time
pressure in this process as well.

The Chairperson: Will the trade unions
and the staff who will be affected be
consulted on the business case before
it gets to decision stage?

Mrs G Nesbitt: Trade unions and staff
have been consulted on this matter for
some time.

The Chairperson: Have they seen the
business case?

Mrs G Nesbitt: | am just coming to that.
Just for the record, trade unions and
staff have been consulted for some
time. They understand the process.

The protocol in DFP is that business
cases are not shared with the trade
union side until after the Minister has
seen them and taken a view. That is the
protocol that has been operating in this
Department. Other Departments may
have a different approach, but that is the
approach that has been operated in the
Department of Finance and Personnel.
We are not doing anything different in
disclosing the business case; that is
done with other DFP business cases of
this nature.

The Chairperson: | have one final point.
You said that redeployment would

be done within the local area. Would
staff stay within the city, or is there a
possibility that some people would have
to move to Belfast?

Mrs G Nesbitt: There is a possibility
of that, but because we will be trying
to identify as soon as we can what the
option is through working with staff and
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1512.

1513.

1514.

1515.

1516.

managing that over time, different rules
apply to redeploying staff. Without going
into too much detail, more junior staff
— for example, staff who are AAs and
AOs — have what is called a “mobility
restriction” on how far they can travel.
The intention in the policy would be that
they should be redeployed within the
constraints of mobility. For staff above
those levels, we are looking at working
with staff to accommodate them.

We are fortunate in that we have a
number of competitions coming up,
internal and external, which will create
a certain churn and turnover throughout
the Civil Service. Our intention is to work
with staff to get the staff that we have
to redeploy to the type of job that they
would like and also to the location that
they would like as far as is possible.
That is our intention, and we plan to

do that over a period of time. It is not
as though, whatever number of staff

we reduce by, it will happen in one day.
There will be a phased transitional
process that will be managed over time.

Mr Cree: Have you had any discussions
with your colleagues in the Department
of Agriculture and Rural Development
(DARD) about this issue that may lead to
mutual benefits?

Mrs G Nesbitt: | have not had any

direct discussions with DARD. However,

| recently made a presentation to

DARD on the people strategy — | think
that | will be doing the same for this
Committee in November — and | am
very aware of Ballykelly and its potential.
That is a strong possibility and an
opportunity for staff, but, until we know
the numbers we are dealing with, we
cannot say that there will be x number of
people, the type of people they are and
the areas that they would like to go to. |
am very aware of the issue, and we will
certainly be picking up on it.

Mr Cree: Will it be part of your strategic
planning?

Mrs G Nesbitt: It will be part of my
planning. | do not know whether | would
call it strategic or not at this stage.

1517.

1518.

15109.

1520.

1521.

1522.

1523.

1524,

1525.

1526.

1527.

The Chairperson: OK, Grace. We will
move on to the substantial business.
We will go through each response to
each issue. It may be more useful to
concentrate on those issues and the
related clauses about which members
have queries and concerns.

Mrs G Nesbitt: | realise that there is a
lot to get through, so, to make the best
use of our time, we — more honestly,
my colleagues — have gone through
and looked at the detail of what we
promised the Committee and what the
outstanding issues are. We prepared a
little note that | think will pick up on all
your issues. In the interests of time, |
will go through that, if permitted. | will do
that as quickly and as promptly as | can.

The Chairperson: | have heard that
before.

Mrs G Nesbitt: | will try to talk as quickly
as | can. | think that that will be the best
use of our time.

The Chairperson: How many pages is it?

Mrs G Nesbitt: It is about 10 pages,
but | will talk quickly. When | was in
the canteen this morning, | put a line
through some bits.

The Chairperson: | think that it would be
more useful to go through each clause.

| will take members views on that. It will
be only particular clauses that members
will want to focus on. Are there any
views?

Mrs G Nesbitt: Issues were raised that
are not necessarily about a clause.
There are general issues, and there are
also items that | said that | would follow
up on. It is entirely down to you on what
you think would be the best use of your
time.

The Chairperson: Members, what do you
think?

Mr Cree: It would have been nice, Chair,
to have had that in advance so that we
could have had a look at it first.

Mrs G Nesbitt: We were pressured
for time, to be honest, and we did
get quite a lot of information back to

230



Minutes of Evidence — 6 November 2013

1528.

1529.

1530.

1531.

1532.

1533.

1534.

the Committee, so not that much is
outstanding. That is why | think that, if |
cover the issues in my note, you can tick
them off.

The Chairperson: Are these the issues
that we already have in our papers?

Mrs G Nesbitt: No, some issues were
outstanding, and we were still to follow
up on them. We are going to spend more
time talking about whether we do it or
not. If you give me five minutes, you can
then put a guillotine on it.

The Chairperson: Five minutes: your
time starts now.

Mrs G Nesbitt: The issues are
firefighters; Northern Ireland Local
Government Association (NILGA)
correspondence; teachers; clause 32;
and negative resolution. Other issues
were opt-outs and links to schedule 1
bodies.

On firefighters, we have confirmation
of the proposed scheme design from
officials in the Department of Health,
Social Services and Public Safety
(DHSSPS). | will clarify a few points very
briefly. There are currently two options
on the table with the Fire Brigades
Union. Under option 1, members

who are aged 57 can retire early with
immediate pension benefits and be
actuarially reduced up to 60. Under
option 2, the age is 55 rather than 57
for people who can retire early with
immediate pension benefits and be
actuarially reduced up to the age of
60. There are other rules for people
who leave earlier than that, but, in

the interests of time, | will not go over
that. If you would like more detail on
the firefighters’ proposals, it might be
helpful to write to the Department of
Health, or | can do that on your behalf.

Mr Weir: | think that it would be helpful
if we got that formally.

Mrs G Nesbitt: | am very conscious of
your time. To be clear: would you like us
to write, or would the Committee like to
write?

1535.

1536.

1537.

1538.

1539.

1540.

1541.

1542.

1543.

The Chairperson: Does the Committee
want to write?

Mr Girvan: | think that it should be the
Committee.

Mrs G Nesbitt: That is fine. Thank you.

Mr Mitchel McLaughlin: How are
firefighters regarded? Are they members
of the wider public service?

Mrs G Nesbitt: Yes.

Mr Mitchel McLaughlin: In their rotation
to non-operational roles, is there a wider
canvas in which we can consider the
options, other than simply in the Fire
Service, which has very limited options?

Mrs G Nesbitt: | would need to defer to
colleagues in the Health Department.
Are you suggesting that a firefighter
could transfer to the Civil Service, for
example, or to another part of the public
sector? Is that what you mean, Mr
McLaughlin?

Mr Mitchel McLaughlin: Yes, basically
that is the theory. We could go for
ridiculous examples, but a limited
number of firefighters will have difficulty
in achieving the operational fitness
threshold come 55 years of age and
may not be able to afford the option

of retiring early and taking a reduced
pension or wish to retire. However,
there may be skills that would make,
for instance, Fire Service back-office
functions a viable option if there were
sufficient places, which we are told

that there may not be. | really have

no information on what skills set
firefighters who cannot achieve the
fitness threshold would have. The Health
Department is a significant Department,
and | assume that more options would
be available there than within the Fire
Service and, if it comes to it, within

the wider public sector. There may be
sufficient spaces there to provide that
type of assurance and security for
firefighters.

Mrs G Nesbitt: To explain that, | will
need to get more information from
colleagues.
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1544,

1545.

1546.

1547.

1548.

Mr Mitchel McLaughlin: | am quite
happy to have you look at that and come
back to us rather than have a theoretical
discussion about it.

Mrs G Nesbitt: | do not think that it

is possible. If you are employed as

a firefighter, the Fire Service is your
employer, and you are a member of the
firefighters’ pension scheme. You would
not have any automatic right to move
to another part of the public sector to
work. That just would not happen. You
would have to apply and compete like
other people. Likewise, if civil servants
were no longer fit for their particular
duties and requirements in the Civil
Service, they could not perform a
back-office function in the Fire Service
because they are separate employers
and organisations. However, | will
check. Perhaps the Committee would
like to raise that issue if it is writing to
the Health Department, but that is my
understanding of employment law.

Ms Margaret Coyle (Department of
Finance and Personnel): | think that Mr
McLaughlin’s point is that the DHSSPS
is a large umbrella, and the Fire Service
falls under that umbrella. However, as
Grace pointed out, the job of firefighters
is specific. We could possibly check with
our DHSSPS colleagues to see whether
they looked at what would happen

in that type of scenario and whether
they could find areas of work for those
firefighters.

Mr Mitchel McLaughlin: There may

be unique circumstances that affect
firefighters for their operational fitness
requirement. Rather than erecting
Chinese walls, we should be looking

to make options available to people
who have been faithful and effective
workers. However, they reach a
particular threshold that other skills
and requirements do not. If we come at
this issue narrowly focused, we are, in
a sense, making it difficult for them and
impossible for us.

Mrs G Nesbitt: Would the Committee
like to raise that when it writes to the
Department of Health, or would you like
me to follow it up with that Department?

1549.

1550.

1551.

1552.

1553.

1554,

1555.

1556.

1557.

The Chairperson: We can chase it up
with the Department of Health.

Mr Mitchel McLaughlin: That may or
may not be possible, but | suspect that,
if firefighters are regarded as belonging
to the family of the public sector,
maybe their options have just not been
explored.

The Chairperson: | am just trying

to tease this out in my own head.
Theoretically, if you have a firefighter
aged 58 who cannot meet the fitness
requirements in the Fire Service, there
is nowhere in the back office for him or
her to go. What are the options for the
Department there? Would they be forced

Mrs G Nesbitt: You would need to check
that out in detail with the Department
of Health. | provided information on the
options that people have and at what
age those apply for actuarial reduction.
It would be best if more detail came
from the Department of Health.

The Chairperson: Even though that
person may be willing to work those
extra years until the age of 60, will the
Department of Health just say, “We
cannot keep you on”?

Mrs G Nesbitt: Sorry, | mean the
Department of Health for the rules
and options in the firefighters’ pension
scheme and what opportunities there
would be in the Fire Service. | am not
in a position to speak in detail to the
Committee about that.

The Chairperson: Surely, you must have
some sense of the issue.

Mrs G Nesbitt: | do not have any

sense in terms of the question that Mr
McLaughlin asked; | am just speaking
from my perspective of employment law.
| do not have detail on what the scope
and operational requirements of the Fire
and Rescue Service in Northern Ireland
will be.

| have provided the Committee with
the information from the Williams
report on capability. The report did not
recommend a reduction in the age of
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1558.

1559.

1560.

1561.

1562.

1563.

1564.

1565.

1566.

retirement for firefighters. It made other
recommendations, but it did not go as
far as saying that firefighters could not
work up to 60. | do not have more detail
on the firefighters’ scheme with me.

The Chairperson: | am going to ask you
another question to which you probably
do not know the answer.

Mrs G Nesbitt: OK. The clock stopped at
about five minutes.

The Chairperson: There is an annual
turnover of firefighters who reach
pension age. How many are we talking
about?

Mrs G Nesbitt: | am sorry, but | do not
have the detailed scheme-by-scheme
information. Can | start the clock again?

Mr Mitchel McLaughlin: Can you
remember where you were?

Mrs G Nesbitt: Yes, | skipped about five
pages.

There was a suggestion from local
government that the provision be made
in clause 7 to appoint the scheme
advisory board established for schemes
in England and Wales as the board for
Northern Ireland also. It was suggested
that that would be more efficient. That
is an amendment that we will not be
considering. We touched on that briefly
at the session on 23 October.

As the Assembly is a devolved
administration, the appointment of

the scheme advisory board will be the
responsibility of the relevant devolved
Minister, scheme officials and scheme
representatives. The details of the
appointments and the make-up of the
advisory board will be addressed in
scheme-specific consultations with the
union and as part of the secondary
legislation issue. That will provide
scope for them to look at the issue and
address it.

Mr Weir: You are saying that it is

a matter for Ministers because
responsibility has been devolved.
Mention was made of the Northern
Ireland Local Government Association’s
(NILGA) preference — | declare an

1567.

1568.

1569.

1570.

1571.

1572.

1573.

1574.

interest as a member of NILGA — for
this to be handled on the... Is the option
there for the Minister to say, if he was
so minded, that it should be, for the
sake of convenience, handled by that bit?

Mrs G Nesbitt: Yes.

Mr Weir: So, it is a question of leaving it
to the scheme-specific quantity.

Mrs G Nesbitt: The Public Service
Pensions Bill is an enabling framework
Bill, so there are things in the secondary
scheme that are permissive.

Mr Weir: So the option would be open to
him if he wanted to take it.

Mrs G Nesbitt: Yes, that is my
understanding.

The Chairperson: The Department is
indicating that it does not agree that the
scheme advisory board should comprise
a balance of employer and member
representatives. What safeguard will
exist to ensure that such boards are
impartial and independent and that
they do not exist merely to tell the
Department or the responsible authority
what it wants to hear on major reforms?

Mrs G Nesbitt: The Department has

to look at the make-up and ensure

that it has the right people. There

are other references in the Public
Service Pensions Bill to what those
people should be and who should be
members of the board. Therefore the
governance arrangements are generally
an improvement on how we will manage
public service pension schemes. There
is discretion at secondary legislation, as
your colleague said, for the Department
to consider that. However, there are
safeguards for what is required of
boards; they have a duty and will be
accountable.

The National Association of
Schoolmasters Union of Women
Teachers (NASUWT) has suggested
an amendment to clause 7, which,
again, is about the scheme advisory
board. It suggested that it should
be a negotiating board with a wider
remit than that allowed in the Bill,
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with equal representation from unions
and the employer side. Again, we will
not be considering that amendment.
The scheme advisory board is not a
negotiating board in that sense, so we
do not agree with that.

1575. Consultation is the term — we will
revisit that — that we have used in
pension legislation, and that is correctly
reflected and links in with clause 21.

It touches on the local government
issue that you just dealt with. The
secondary legislation gives scope there,
with the unions, Departments and
respective Ministers, to refine scheme-
level arrangements and to look at the
detail to make sure that it is delivering
appropriate and proper governance.
Have members any comments on that
clause? | will just pause there.

1576. |turn to clause 32. This relates to

the amendment that the Committee
asked about, whether the term “may”
should be replaced with “must”. The
Department will not be considering

that amendment. Let me explain. The
purpose of clause 32 is to give existing
public body schemes powers to include
a link to the provision of normal pension
age, which is scheme pension age or
state pension age provision, if they do
not already have those powers. Because
this is about giving powers and not
about an obligation, “may” is the correct
legal term to use. That is the advice that
we have been given.

1577. Clause 32 is designed for a public
scheme that wants to reform its current
scheme but does not have the power to
do so. Clause 31, however, is designed
to force schemes to reform if they have
not done so, by closing them to new
service and making them either join a
reform scheme, which must have normal
pension age provisions because of
clause 10, or to set up a new scheme.
In summary, therefore, our view is that
the term “may” is correct, and we have
taken advice on it.

1578. | will pause there. Are there any
questions on that? No? OK, then | will

keep going.

1579.

1580.

There has been discussion at

evidence sessions about the negative
resolution procedure. The Committee
expressed concern that people look

to the Assembly to have a more direct
involvement in the process of regulation.
The Department considers the negative
resolution process to be appropriate. It
provides the Assembly with the option
of debating any proposed scheme
changes if necessary, and a Committee
or an MLA can pray against a decision,
which will force the issue to a direct
debate in the Assembly. We consider
that the affirmative resolution procedure
would be inappropriate. Most scheme
regulations are technical and make quite
detailed amendments. An individual
statutory rule can take up to six months
to introduce under negative resolution
procedure. We need to be mindful of the
time that that takes and that any delay
could have a financial consequence.

| will give you some examples. We make
regulations for the Pensions Increase
(Review) Order, which may not be as
much as our pensioners would like, but
it often comes through with a very short
timescale between when the decision

is made and when it is adopted by the
Department for Social Development
(DSD), following on, usually, from the
Department for Work and Pensions
(DWP). The time we have to get the
legislation through, and the pension
increases in place for pensioners across
the public services by April each year,

is very short. That is done extremely
quickly — sometimes in a matter of
days, not even weeks. Another example,
which the Committee will be well

aware of, is the increase in employee
contributions. Again, that has had to be
done quickly because we are aware that
any delay will cause a financial penalty
with Her Majesty’s Treasury. We had the
option of using retrospective powers,
although we did not get that through in
time. However, that was a place to which
we did not want to go because not only
would people have to pay more, but they
would have to pay more in a shorter
time. Those are some examples of the
legislation that we make and our view on
it. | will pause there.
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1581.

1582.

1583.

1584.

1585.

1586.

1587.

1588.

1589.

1590.

The Chairperson: You should not pause
as your time is nearly up. [Laughter.]

Mrs G Nesbitt: OK. | will press on to
the issue of opt-out information. If the
Committee wishes, | will provide that in
a detailed written submission. Do you
want me to skip that bit?

The Chairperson: Yes.
Mrs G Nesbitt: OK.

Mr Mitchel McLaughlin: May | comment
on the impact of the changes on

broad pension entitlements as people
understand them? | am not sure that

it is appropriate to say that this is the
commonly used approach. It is a unique
situation that we will visit in this debate,
and | hope that we will not revisit it for a
generation at least.

Mrs G Nesbitt: So do I. [Laughter.]

Mr Mitchel McLaughlin: So | am not
sure that you can rely on the defence
of the use of negative resolution
procedure, for which you argue. This
is an issue of significant public and
political interest, and | think that the
parties will have some difficulty in
accepting that rationale.

Ms Margaret Coyle (Department of
Finance and Personnel): Our concern is
that there are so many minor scheme
amendments. Where do you draw the
line between the negative and positive?
You need to be very careful. As | said on
the 23 October, we could be inundating
the Assembly with loads of minor
scheme regulations. You really do not
want to go down that road either. It is
about deciding on the best approach to
take. We have affirmative resolution in
important matters such as retrospective
provision; therefore it is about deciding
where it is appropriate and being very
careful that the Assembly does not give
itself a lot of work on issues that are not
particularly —

Mrs G Nesbitt: Some of it is quite
technical.

Mr Mitchel McLaughlin: | understand.
| am making the point that this is a
once-in-a-generation process and the

1591.

1592.

1593.

1594.

1595.

1596.

usual procedures do not match the
significant interest and expectation that
people have that the Assembly and
their elected representatives will assert
themselves on this matter. In my view,
there is a possibility that people will
nitpick at every issue. If that happens,
MLAs will sort that out because they
will not get themselves bogged down

or overloaded with work. | do not see
them volunteering for that process. This
has major significance, and we should
approach it with the most focused
attention that we can give it.

Ms Coyle: You are prepared to be in the
firing line instead of us. Is that what you
are saying?

Mr Mitchel McLaughlin: No, we will put
the blame where it belongs. [Laughter.]

Mrs G Nesbitt: | can feel it already.

Mr D Bradley: Clause 24 lays out when
regulations will be subject to affirmative
procedure and says that one such case
will be when:

“(procedure for retrospective provision having
significant adverse effects) applies”

Who decides the significance of the
effects, and will that be agreed with the
scheme members’ representatives?

Mrs G Nesbitt: | do not know that it

will necessarily be agreed. | referred

to that in the written submission to

the Committee, because we tried to

get a definitive legal view on what
“significant” meant. We talked about

it last time, and | used the word
“substantial”. Interestingly enough, that
was also the word that came back from
our legal advisers. So | was semi on the
right track. It is very difficult, | think, to
have an absolute definition of what is
significant; that will have to be looked
at case by case. | am advised that
“significant” is a word that appears in
legislation generally and that people talk
about a “significant disability”. However,
one person’s definition of “significant
disability” might differ from another’s. |
appreciate that it is a difficult, subjective
term, and we have tried to give as much
information to the Committee, and to
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1597.

1598.

1599.

1600.

1601.

1602.

get as much from our legal advisers,

as possible; however, | cannot give

you an absolute weighting on what is
“significant”. When we talk about loss of
earnings, “significant” also depends on
whether you are having to recoup money
that somebody has paid and to agree a
schedule with them. If they have been
paid in error, you have to look at their
disposable income as well. It is very
difficult to give a precise and absolute
definition, and | have tried to give as
much information to the Committee
from our legal people as possible on

it. However, | cannot offer any more
information on that point.

Mr D Bradley: Who will decide on what
is significant or not significant? Will it be
the scheme authority or DFP?

Mrs G Nesbitt: Ultimately, it will be

the managers of the scheme and the
respective Minister and Department who
will look at it. | think that they would do
that, considering earnings thresholds
and all the variables that come into

play when we look at pensions issues.
Although it is an adjective commonly
used in legislation, there is no absolute
definition of the word “significant”. |
cannot offer any more information to the
Committee.

Mr D Bradley: Would it not be
appropriate for the representatives of
the scheme members to have some say
in what is and what is not significant?

Mrs G Nesbitt: | think that they would
have a say in it and would be given the
opportunity to express a view, but your
question was whether it would have to
be agreed, and | do not think that that
would necessarily happen. You would
always be seeking to agree it, but | do
not think that that could be binding
because you may not be able to agree it.

Mr D Bradley: Will that facility for
representatives to have some say be
included in the rules for the scheme?

Ms Coyle: It states that the pensions
board will have equal representation of
scheme representatives and member
representatives. At that stage, the
pensions board would scrutinise the

1603.

1604.

1605.

1606.

1607.

1608.

1609.

1610.

1611.

1612.

advisory board’s view on whether it
would have a significant or insignificant
adverse effect. So it would have the
opportunity to put forward a view at that
stage.

Mr D Bradley: Why does clause 24(1)(c)
make an exception for the judiciary?

It states:

“they are scheme regulations for a scheme
relating to holders of judicial office”.

That relates to affirmative procedure
again.

Mrs G Nesbitt: | will have to come back
to the Committee on that. | do not have
the information to hand, but perhaps
one of my colleagues does. | can follow
that up and give you something in
writing, or —

Mr Stephen Ball (Department of
Finance and Personnel): It would
probably be best to give you something
in writing. If it helps, the current position
is that no judicial pension schemes are
made in Northern Ireland legislation.
Therefore, at the minute, it is not a
factor, but the Bill provides for it in
future. We will certainly follow that up.

Mrs G Nesbitt: The judicial pension
scheme is not a devolved matter; we
do not have our own judicial pension
schemes. Members of the judiciary
are members of the Ministry of Justice
judicial pension scheme.

Mr Ball: So the clause does not really
have effect in Northern Ireland at the
moment.

Mrs G Nesbitt: We will consider that
and give you more information on it, Mr
Bradley.

Mr D Bradley: Clause 24(3) states:

“If scheme regulations otherwise subject

to negative resolution are combined with
scheme regulations subject to the affirmative
procedure, the combined regulations are
subject to the affirmative procedure.”

Why not subject them all to affirmative
procedure?
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1613.

1614.

1615.

1616.

1617.

1618.

Mrs G Nesbitt: For the reasons that we
outlined earlier.

Mr D Bradley: In that case, they will be
anyway.

Mrs G Nesbitt: | will perhaps set that
out in a bit more detail in writing,
because | realise that that is quite
convoluted legal wording. What it means
is that they will not all be subject. It is
stating — to go back to Mr McLaughlin’s
point — the current arrangements.
Some exceptions will be made in

the legislation such as the issue of
retrospection, which my colleague
referred to earlier. If it is helpful to

the Committee, | will perhaps set out
something in more detail and give you
examples of that.

The Chairperson: | am just wondering
why there is resistance to a lot of this.
The figures that we received from the
Department confirmed that, in the past
two years, each public service scheme
introduced approximately just seven
negative resolution statutory rules. That
is not a big number.

Mrs G Nesbitt: | refer again to the
example of the Pensions Increase Order.
DSD looks to what DWP does with
pension increase, and, quite often, that
comes through very late in the financial
year. We endeavour to have that in place
so that pensioners get their increase

in their April pension payment. Quite
often, that means that we literally have a
matter of days to produce the legislation
and to get it in place. The numbers may
be a little bit misleading, as some of
them are more work than others. The
big issue for me is that our Pension
Increase Order applies not just to the
Civil Service but to other significant
parts of the public service. That is one
that we are always keen to get in place
so that people get their increase as
soon as it is due. We have very little
time to do that.

Again, on increased contributions,

it depends on how quickly we make
decisions. There is provision to do
things retrospectively, but | am loath to
do that. It is a timing issue as well. It

16109.

1620.

1621.

1622.

is also about making sure that we stick
to the timescales so that, for example,
pensioners are not disadvantaged.

The Chairperson: Why would you be
loath to do it retrospectively?

Mrs G Nesbitt: We have the power to do
increased contributions retrospectively;
we have checked that out. We are
looking at increased contributions for
most of the public service pension
schemes, for example, in April 2014.

If that legislation is not in place in

April 2014, the Treasury has made it
clear that we will face a bill of about

£2 million to £3 million a month for
each delay across the public service.

If a sector did not have that in place in
time, we have the power to suggest to
the relevant Minister that either DFP
take the money off that particular sector
or that employees, instead of paying

the increased contributions from April
2014 to March 2015, if it is going to

be late, condense that and pay the 12
months’ increase in contributions over
six months. | would be reluctant to do
that because it is easier for people, if
they are dealing with any increase in
contributions, to do it over a phased
period of a year rather than it being
condensed into a shorter period. | would
be reluctant to do that in that instance.

Ms Coyle: You said, Chairperson, that
the numbers are not significant. They
are not significant at the moment.
Historically, however, we have found
that when you introduce, for example,
a new scheme — bear in mind that
the new scheme will be introduced
for all Northern Ireland public service
pension schemes — numerous scheme
amendments will follow. That figure
could drastically increase once the
scheme comes into being in 2015.

Mrs G Nesbitt: There could be other
minor bits that we might need to tidy up
as the schemes work through that in
the secondary legislation to make sure
that legislative process is followed and
everything is consistent. Other minor
amendments will be required.
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1623. Mr D Bradley: Will you give us examples

of what will happen under clause 24(3)?

1624. Mrs G Nesbitt: Yes.

1625. Mr Weir: | presume that, as well as the
Treasury indication, if you were having
to use retrospective action, there is at
the very least the potential for someone
who benefits from a pension to get all
their money. However, there will be a
delay in getting it because clearly, at the
time that it would otherwise have come

into play, it is not coming into play.

1626. To some extent, | appreciate some

of the points that were made around
sensitivities of language and the way
that arguments are used in relation to
that. However, is it not also the case
that, to some extent, if the principal
objective is to make sure that nothing
is put through in regulations that people
are unhappy with, there is a bit of a
false dichotomy between affirmative
and negative resolution, arguably in the
positive sense?

1627. Let us take Dominic’s example about
whether something is significant or not.
If there was a degree of dispute about
whether something was significant

or not, the ultimate power to decide
whether something is significant or not
can also lie with the Assembly. By that
I mean that if there was a feeling that
something was being pushed through
that was being regarded as insignificant
but we felt that it was not, we could
effectively turn it around because we
have the power to pray against it in a
debate that would require Assembly
support. There is full scope on either
side of it.

1628. The biggest single thing is probably the
amount of time that is taken and the
extent to which is clogs up the system.
| would have thought that we should

be looking at where there is potential
discontent with particular schemes
where we feel that something has been

got wrong.

1629. Mrs G Nesbitt: You are absolutely
correct: negative resolution provides
scope for intervention; it is not just

ticking a box.

1630.

1631.

1632.

1633.

1634.

1635.

1636.

1637.

1638.

Mr Weir: Sometimes, people see a
certain false dichotomy with that; they
feel that negative resolution means

that it is effectively through, whereas
there is a maximum level of scrutiny
with affirmative resolution. That is not
really the case in that regard. There is
completely the power to stop something
by way of negative resolution if there is a
concern about a particular matter.

Mrs G Nesbitt: There is, and that is
why that has been set up for that very
reason.

| know that | am well over my five
minutes, but | need to make another
point. | can send you this information.
You wanted information on the schedule
1 bodies, and that has been, or is about
to be, issued to the Committee Clerk.
That was a stretched five minutes; thank
you for your patience.

The Chairperson: Clause 9 concerns
revaluation. This is in reference to
clause 9(1)(b) and the bottom to
page 24 of the table. It states that
the Committee has suggested an
amendment:

“to clarify that the revaluation should be by
reference that reflects changes in prices or
earnings”.

The DFP response may have missed the
point about how closely the revaluation
should follow the changes in prices or
earnings. What is the Department’s
view on tightening the wording as was
suggested?

Ms Coyle: Sorry, Chairperson, was that
page 247

Mrs G Nesbitt: There are a number of
comments and a few pages on clause 9.
Where exactly are you, Chair?

Mrs Blathnaid Smyth (Department of
Finance and Personnel): Is the proposal
to change

“by reference to a change in prices or
earnings”

to

“reflecting a change in prices or earnings”?
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1639.

1640.

1641.

1642.

1643.

1644.

1645.

1646.

1647.

1648.

The Chairperson: Yes.

Mrs Smyth: We would need to take legal
advice on the terminology.

Mr Ball: The figures usually used are
the consumer price index (CPI) figures
or the published earnings figures, which
are published by the Department for
Social Development in Northern Ireland.
There would not really be an option to
use indices different from the published
ones. The scheme regulations probably
make reference to that. It is one of the
variables in scheme design. They would
incorporate in their scheme design
what indices they use and whether it is
consumer price index (CPI) plus 1% or
earnings.

The Chairperson: Do members have any
other questions?

Mrs G Nesbitt: Stunned silence. It
is very technical. | feel that | have to
apologise.

The Chairperson: Clause 10 is one of
the more contentious ones.

Mrs G Nesbitt: What page are you at in
the document, Chair?

Mrs Smyth: It is page 28.

The Chairperson: The Committee
sought the Department’s view on an
amendment that would give individual
Departments the flexibility to set the
normal pension age at scheme level
included in further cost-benefit analysis.
The Fire Service has a clear reference
to that. Does it not make sense for
Departments to have more flexibility?

If there are issues of added cost and
parity, can the Department not have the
choice of saying that, if a small number
of employees is affected by something,
it can bear the cost of that, rather than
it being done in an overarching way,
which the Bill does?

Mrs G Nesbitt: The Department has
discretion at secondary stage. That
discretion could, at least in theory, be
taken to the ultimate. You could, for
example, say that, if people leave early
on what would be termed an actuarial
reduction, that actuarial reduction could

1649.

1650.

1651.

1652.

be zero and the Department could
make an enhancement. That would be
a matter for the Department and its
Minister to consider in the particular
design of a scheme. It is important that,
because it is a framework-enabling Bill,
we have consistency across the high-
level parameters that apply. | remind
the Committee that there is flexibility

in that, which | have said before. So,
the Department considers that the

right balance has been struck between
setting a broad parameter to apply, but
with permissive powers at secondary
stage through which particular sectors
or employers can look at the particular
needs of their workforce. | think that we
have struck the right balance there, and
| think that, if it were to be changed for
one scheme, it could be changed for
another.

We talked about health, and | know that
you heard from a representative of the
BMA, which is the union for doctors. If
we did something different for doctors
who work in emergency departments,
what about other people who work in
the health scheme? So, our view is that
it is correct to have that in our primary
legislation, and there are flexibilities in
secondary legislation for Ministers and,
in particular, trade unions in the sector,
to consider on a scheme-by-scheme
basis how they want to address that.

Mr Ball: So, they weigh up the options.
We were talking about the revaluation,
and they may modify the way that they
revalue benefits or modify their accrual
rate to give that concession for early
retirement for their employments.

Ms Coyle: It all comes under the
auspices of discretionary benefits, which
we covered on 23 October. However, that
would be the opportunity for schemes to
decide on variances, because they have
that opportunity under the discretionary
powers.

Mrs G Nesbitt: We are saying that |
think that it is right that it is in the
Pensions Bill and that there is scope
at secondary legislation for variables to
vary — that is the best word that | can
use there — so that, if an employer or

239



Report on the Public Service Pensions Bill (NIA Bill 23/11-15)

1653.

1654.

1655.

1656.

1657.

1658.

1659.

a Minister wishes to choose something
different, they can.

The Chairperson: OK, members. Is
there anything else on clause 10? Are
there any other points that you want
to highlight, Grace? | will let you have
another couple of minutes.

Mrs G Nesbitt: No. Do you want me to
start talking again? Not really. | can feel
the warmth.

The Chairperson: Do members wish
to raise issues on any of the other
clauses?

Mrs G Nesbitt: | can give you the opt-out
rates, if you want me to talk a bit more.

The Chairperson: What are the opt-out
rates for?

Mrs G Nesbitt: You asked for opt-out
rates and about the impact that there
had been with that, and | said that |
would supply you with that information.

| have it now from the Civil Service
scheme. We introduced a scheme in
2007 called nuvos, which is a career-
average scheme with the retirement age
of 65. It is quite good to look at that
scheme, because new recruits to the
Civil Service have been joining from that
date.

| have the figures. In 2008-09, we
had 77 opt-outs, which is 0-2% of

the membership; in 2009-2010, we
had 150 opt-outs, which is 0-4%; in
2010-11, we had 26 opt-outs, which
is 0-07%; in 2011-12, we had 4 opt-
outs, which is 0-003%; in 2012-13,
we had 28 opt-outs, which is 0-08%;
and in 2013 to date, we have had 13
opt-outs, which is 0-04%. | think that
that was in the context of increased
contributions and people knowing that
pension schemes were changing. |
think that that is good news, because
| have the view that public service
pensions and our Civil Service pension
scheme, which | am responsible for, is
still a good pension scheme. So, it is
quite good that the people who join,
and particularly the young people, are
choosing to stay with the scheme. We
have had auto-enrolment for a long time,

1660.

1661.

1662.

1663.

1664.

1665.

1666.

1667.

1668.

1669.

and it has now come into regulation. It
is quite good, and, where their future is
concerned, it is quite good that they are
saying so. So, the figures are really very,
very low. Thank you for that time.

Mr Mitchel McLaughlin: Are those
figures calculated on the basis of the
overall staff complement in the Civil
Service or from the cohort that joined
the scheme?

Mrs G Nesbitt: No, it is the overall
membership. | think that your point is
whether we should perhaps look at the
numbers who were recruited who joined.
If so, the number is still very, very low.

Mr Mitchel McLaughlin: Long-standing
members of the schemes are not opting
out; they cannot afford to. If we were

to look at the new recruits and run the
percentages, we would see that it might
give us a different picture.

Mrs G Nesbitt: That is the new recruits.

Mr Mitchel McLaughlin: That is what |
was asking.

Mrs G Nesbitt: Sorry, my apologies. |
misunderstood. That is the new recruits,
because under the new scheme —

Mr Cree: Just on that, to what other
pension scheme could those people go
that could be more advantageous?

Mrs G Nesbitt: None.
Mr Cree: So, what are you talking about?

Mrs G Nesbitt: You asked for
information. My view is that our scheme
is a good scheme. | have to be careful,
because | am not allowed to give advice,
but my scheme is a good scheme. We
encourage people to take independent
financial advice if they want to join
another scheme. In my experience,
people who have done that have come
back and said that they will stay with a
public service scheme, whatever that
scheme is. That is because, even with
the reformed scheme, the changes that
are coming and the increasing employee
contributions, it is still an excellent
scheme —

240



Minutes of Evidence — 6 November 2013

1670.

1671.

1672.

1673.

1674.

1675.

1676.

1677.

Mr Cree: Grace, you are not aware of
a better scheme; is that what you are
saying?

Mrs G Nesbitt: | have not gone looking
for one, personally. | have stayed with

it and paid my increased contributions,
and | have no intention of leaving it. | am
quite happy to declare publicly that | am
a member of the principal Civil Service
pension scheme. However, we give
people the choice, and they can leave it.
In other jurisdictions, you are not given
the choice; you have to stay with the
public service pension scheme. We have
not quite gone that far, but we really are

encouraging people to think longer term. 1678.

Mr Mitchel McLaughlin: This is a
separate question, because my brain
works slowly at times. Apropos my
earlier point, how many members

of what we might call the uniformed
services are linked to the Civil Service
scheme?

Mrs G Nesbitt: | do not know whether
you would call them uniformed services.
The only one that | can think of —

Mr Mitchel McLaughlin: That expression
is used in this report, by the way.

Mrs G Nesbitt: Where the principal Civil
Service pension scheme is concerned,

you would be thinking of prison officers,
if you would class them as a uniformed
service. The prison sector —

Mr Mitchel McLaughlin: We also came
across that when we were wrestling with
the equal pay settlement. It seems that,
almost as an argument of convenience,
sometimes they are and sometimes
they are not. Sometimes they are fish,
and sometimes they are flesh. If they
are in common pension schemes, does
the original point that | was making
about there being more options for
redeployment than we are presently
being offered not apply? If it can apply
to the pension scheme, surely it can
apply to giving them options for staying
in employment.

1679.

Mrs G Nesbitt: | will just give you the 1680.
example of prison officers. It is an

example that arose and on which | was

recently asked for advice where a
particular prison officer is concerned. |
do not know whether he wanted to be
medically retired or whether
management wanted that. | do not know
the detail, but there is a view asking
whether, rather than offering somebody
medical retirement, they could be
redeployed. However, under the
particular rules, the view is that they are
employed as a prison officer — that is
the job that they were employed to do
— and they had to be capable of doing
that job, rather than moving to work as a
deputy principal or a staff officer in admin.

There are particular rules on what
flexibilities there are and what rights
individuals have in their terms of
appointment. That is a particular issue
with prison officers. | am thinking of
somebody who may be willing to be
redeployed within the same employer
and how the principal Civil Service
pension scheme would apply. You will
be getting information on our schedule
1 bodies, for example — | am trying to
think of an example of a schedule 1
body. The Equality Commission is one
such body. If somebody was working in
the Equality Commission and was no
longer fit to serve there, they could not
simply be transferred to work in Civil
Service pensions in DFR because they
are two entirely different employers. So,
being a member of the same pension
scheme does not necessarily mean that
you have the one employer. There are
differences there. | hope that that helps.

Mr Mitchel McLaughlin: It does. Itis a
logical enough argument, but what we
have with the firefighters is a kind of
interface between the normal pension
age and the state pension age, and
then the additional requirement of an
operational fitness threshold. They are
between a rock and a hard place. | think
that we could probably find a solution to
that if we went looking, rather than just
saying to people, “Take your oil. You can
have a particular pension and go, or you
can —".

Ms Coyle: It is all down to the
competencies for the posts. The
competencies for the posts in the
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likes of the Fire Service or for prison
officers are more specific than the
competencies for the general service
grades in the public service. Therein lies
the problem.

Mr Mitchel McLaughlin: Would
retraining operations not be offered? We
offered them to retired police officers at
the time of the police transition.

Mrs G Nesbitt: Organisations can

do that, and they have done. Other
organisations do that where they may
face a reduction in the workforce or are
undergoing change. They look at how
they can do things to benefit their staff
and equip them for other occupations
or opportunities. However, if we try to
work through the logistics of that, the
difficulty is this: would we say, “Mr,

Mrs or Miss, you are no longer fit be a
firefighter, so we're going to move you
to work in the Civil Service”? They might
not want to do that. If they did, how
would that square with the appointment
on merit principles for the Civil Service
and the rules and regulations in our
employment law requirement. Even
though we are talking about public
service pension schemes, we have a
myriad of employers who are employers
in their own right in how they bring
people into their organisation through
recruitment. Certainly, if somebody

left the Fire Service, they could apply
and join the Civil Service. Firefighters
work elsewhere in the public service.
They work at airports, which are a very
obvious example, but it is an operational
one. They might move into areas of
health and safety as well.

Mr Mitchel McLaughlin: Yes, and fire
safety advice.

Mrs G Nesbitt: They can do that with
other parts of the public service; indeed,
other private sector companies do it

as well. So, they still have skills and
competencies that they could apply, and
that, in my view, would be transferable.

| say that from what | know of the Fire
Service and what it does, as well as
from colleagues and friends who work in
it. To have that as a mandatory provision
could get very difficult. Northern Ireland

1685.
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1690.
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is a very small place. The public service
is not an employer; we have a number of
employers.

Mr Mitchel McLaughlin: Perhaps we are
flogging this, but, presumably, there is
annual statistical evidence going back
over a number of years of how many
firefighters reach the point where they
cannot match the operational fitness
requirements. That kind of statistical
information would be helpful.

Mrs G Nesbitt: If the Chair were
agreeable to this, you could add that
into your request to the Department
of Health, Social Services and Public
Safety. | am conscious that | am not
giving you many answers this morning,
Mr McLaughlin, but | do not have that
information.

Mr Mitchel McLaughlin: That is fair
enough.

Mrs G Nesbitt: | think that it would be
helpful to the Committee to have the
number of firefighters who have met,

or have failed to meet — whatever way
you wish to word it — the capability
assessments over the years. However, |
do not have that information.

Mr Ball: It could become easier in

the future. | think that one of the
recommendations of Williams was to
have common fitness standards across
all the Fire Services and a common
means of assessing them. There was
also a suggestion to tell new recruits
of the requirement for fitness and the
implications of not maintaining their
fitness. | think that it will probably be
easier to provide those figures in the
future. It is a time of change for some.

Mrs G Nesbitt: You could still look at it
retrospectively.

Mr Mitchel McLaughlin: | expect that
there is some kind of data available that
would help us with this. It might not be
as big a problem as it sounds.

Mrs Smyth: We should also note that
the framework Bill is not proposing
a different pension age to what was
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brought in in 2006. Age 60 is something
that they are managing.

Mr Mitchel McLaughlin: | am aware of
that. However, neither does it address
that particular interface that | just
described.

Ms Coyle: For clarity, are you also
looking for statistical information on
the prison officers in the Civil Service
scheme?

Mr Mitchel McLaughlin: No, | suppose
that | am anticipating that we are going
to hear from them at some stage. |
think that, if we focus on the specific
evidence that the firefighters presented,
it might provide some kind of template
for dealing with other issues that may
arise but that have not been presented
to us so far.

The Chairperson: OK, members. Thanks,
Grace.

Mrs G Nesbitt: We were planning to sit
on, if you were going to consider this
issue further. Is that acceptable, or
would you rather that we left?

The Chairperson: | was going to say that
it is a free country, but there may be
different views about that. [Laughter.]

Mrs G Nesbitt: | could not comment on
that. If anything arises, | am certainly
willing to come back to the Table, if that
helps.
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Members present for all or part of the
proceedings:

Mr Daithi McKay (Chairperson)

Mr Dominic Bradley (Deputy Chairperson)
Mrs Judith Cochrane

Mr Leslie Cree

Mr Paul Girvan

Mr John McCallister

Mr lan McCrea

Mr Mitchel McLaughlin

Mr Adrian McQuillan

Mr Peter Weir

Witnesses:

Mr Stephen Ball
Mrs Grace Nesbitt

Department of Finance
and Personnel

1700. The Chairperson: | ask the Clerk to
speak to the secretariat paper.

1701. The Committee Clerk: The secretariat
paper starts at page 3 of the tabled
papers. There are three appendices:
appendix 1 is a response received from
the Department to queries that arose
at last week’s meeting; appendix 2 is a
submission received from the Northern
Ireland Committee of the Irish Congress
of Trade Unions (ICTU); and appendix

3 is the draft amendments provided by
the Bill Office, particularly in relation to
clauses 13 and 24.

1702. | refer members to paragraph 12 of

the secretariat paper, which is on page
6 of the tabled papers. It sets out the
steps and decisions that the Committee
needs to take to meet the deadline

of 29 November for reporting to the
Assembly on the Bill. At today’s meeting,
the Committee needs to consider the
latest Department of Finance and
Personnel (DFP) response, the ICTU
submission and the draft amendments
to clauses 13 and 24. The Committee
also needs to make decisions today on
whether it is content in principle with the
amendments to clauses 13 and 24.

1703. As | have highlighted in subparagraph 2

of paragraph 12, it would be advisable

1704.

1705.

that, for decisions on amendments
generally, the Department’s views were
sought, just in case it sees a better way
of achieving the same policy aims. The
decision primarily in this session is on
whether, in principle, the Committee

is content with the amendments to
clauses 13 and 24.

There was also some discussion last
week around clauses 9 and 10. Issues
were raised about those and some
further information sought. Information
has been provided by the Department
in its response on the potential
amendment that the Committee was
considering to clause 9. Perhaps that
could be considered and decided on
today, because all the information is
in. Responses to clause 10 are due
from the Department of Health, Social
Services and Public Safety and the
Office of the First Minister and deputy
First Minister. They are not likely to be
received until next week, so | do not
think that any decisions can be taken
on clause 10 this week. Those are the
steps that need to be taken and the
decisions required.

Paragraphs 3 to 9 of the secretariat
paper set out the background and
rationale to the amendments to clauses
13 and 24. Paragraph 3 outlines the
provisions of clause 13. | highlight
subsections (4) to (7), which make
provision for a person appointed by the
responsible authority or Department

to undertake a review to consider
whether the actuarial evaluation is in
compliance with the scheme regulations,
whether it is consistent with other
valuations of the scheme and whether
the employer contributions were set

at the level required. The Committee
noted that the explanatory and financial
memorandum specifically states that
the reviewer would be an independent
person, undertaking independent
verification of the assessment of the
scheme’s assets and liabilities to
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confirm whether appropriate employer
contributions will be paid to meet those
liabilities. There was a sense that the
wording of clause 13 may not ensure
sufficient independence in that regard,
so the Committee commissioned the
amendment to be drafted. That is
included at appendix 3 to the paper.
Patricia will speak to that in a moment.

Clause 24 relates to clause 23 around
the whole issue of retrospective
changes and the procedures for

that. The Committee noted concerns
from the evidence, particularly from

the unions and the Northern Ireland
Human Rights Commission, about
sufficient safeguards in cases in which
retrospective changes, particularly
reductions to accrued benefits, are
proposed. The Committee agreed to
consider draft amendments specifically
on the option of requiring affirmative
resolution procedure for all retrospective
changes or for all retrospective changes
considered to have any adverse effect,
as opposed to a significant adverse
effect. That latter approach — “any”
rather than “significant” — probably
would be more focused in terms of the
changes that are more likely to be in
dispute and would perhaps take account
of the Department’s argument that the
Assembly is unlikely to wish to have
plenary time taken up by minor or non-
controversial scheme changes. There is
a balance to be struck with affirmative
and negative resolution. The Clerk of
Bills will speak to the draft amendments
to clauses 13 and 24 now, and, after
that, the Committee can make its
decisions and consider the other issue
with clause 9.

The Clerk of Bills: The first one was the
request for a draft amendment requiring
a person appointed to be independent
of the responsible authority, and the
proposed amendment has been drafted
to come in at clause 13(7), which is on
page 9 of the Bill. At the minute, it states:

“The person appointed under subsection (4)
must, in the view of the responsible authority,
be appropriately qualified.”

The amendment would change it to:

17009.

1710.

1711.

1712.

1713.

“The person appointed under subsection (4)
must, in the view of the responsible authority,
be appropriately qualified and must not be —

(a) an employee of the responsible authority;
(b) the scheme manager;
(c) a scheme member; or

(d) an employee of the Department of Finance
and Personnel”.

So, the responsible independence that
you sought is outlined there by excluding
certain people from being appointed.

| am happy to take questions on the
proposed wording.

The Chairperson: Do members have any
questions on that? No.

The Clerk of Bills: Members should turn
to clauses 23 and 24. You will recall
that you were advised previously about
this, and certain proposals were put
forward in the legal advice. The Clerk
outlined those for us this morning.

The second set of amendments is
options for enhancing Assembly control
over regulations containing either
retrospective provision or retrospective
provision that appears to the authority
to have any adverse effect. That is
different from what exists in the Bill at
the moment, which is that affirmative
procedure will apply if there is:

“retrospective provision which appears to the
authority ... to have significant adverse effects”.

Otherwise, the negative resolution
procedure will apply. There are two
alternatives to what exists. We could
probably draft quite a number of
different ones, but it is for members

to decide how far they want to go. One
of the issues that you raised was how
many regulations might come forward if
you started to open it out to any adverse
effects. | am happy to take questions
on those amendments as well. Option
B could be changed again. If you took
away paragraphs (i) and (ii), you would
just leave it at:

“retrospective provision which appears to the
authority to have any adverse effect”

That is a little bit broader again.
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The Committee Clerk: As | mentioned,
it would be advisable to seek the view
of the Department on whether it sees

a better way of achieving the same
policy aims. The decision today is about
whether the Committee is content in
principle with the draft amendments.
Formal clause-by-clause consideration
needs to be undertaken next week, and
any amendments need to be agreed
before that.

Mr Weir: There is maybe an element of
which way round the cart and the horse
are. | have a fairly clear idea in my own
mind, particularly about the changes

on the adverse impact element, and we
have already had discussions with the
Department on that. On the face of it,

it is difficult to get your head around
where there would be a particular
problem with the changes to clause

13, but there may be a problem. We do
at least have a representative of the
Department here. | do not know whether,
in a formal position, there are any initial
thoughts that could be shared on clause
13, rather than the Committee, perhaps,
agreeing something, then going back to
the Department and finding that there is
a problem when it comes to the formal
bit. | just wonder, to some extent, if we
might be able to short-circuit a little bit
of that.

The Chairperson: Grace, do you want to
come forward and give us your view on it?

Mr Mitchel McLaughlin: You could
phone a friend.

Mrs Grace Nesbitt (Department of
Finance and Personnel): Would it be
possible to have a copy of the wording
of your amendment? | do not have it.

Mr Mitchel McLaughlin: | have it here.

Mrs G Nesbitt: Thank you so much.
Here is one you made earlier. Just give
me a few seconds to read it, if that
would be OK.

On the face of it, this seems reasonable,
but | would add that we have already
talked about and the Bill already
describes the person being “qualified”.
“Qualified” in that sense is in the

1722.

1723.

broadest sense of the word, which would
mean independent. If you had a vested
interest, then, obviously, you would not
actually be qualified; you would not be
fit to do the job. However, | will reflect
on the wording if the Committee feels
strongly that this is necessary. | am

not of the view that it actually is. If

you were running a scheme and you
were a qualified person — this applies
to any formal committees that | am a
member of — particularly when it comes
to outside work and outside interest,
there is a bit on the agenda where you
have to declare any vested interest,

and you would have to withdraw. So,
somebody who was, to take your first
example, an employee would obviously
not be independent and would not be
qualified in that sense, so they could not
undertake that remit. So, | am not sure
what this adds, but, if the Committee
feels strongly about it, | will consider it.
However, in terms of good governance,
which is what the pension reform is all
about, | think it is a little bit nugatory
and actually not necessary. That would
be my initial view. Does that answer your
question?

Mr Weir: Yes, it is helpful. There is an
argument about whether it is necessary.
| suppose, on the other hand, certainly
on the face of it, | cannot see where it
does particular harm. Maybe, | suppose,
even to a layman reading it, if we are
talking about “qualified”, that can also
encompass independence. | suppose
that some people, when they see the
word “qualified”, will think that it refers
to someone with an accountancy degree
or whatever it happens to be and will not
necessarily think of independence. So
there might be some merit in having it in
the Bill if there is no particular problem
with that.

Mrs G Nesbitt: | agree. “Qualified”
could be taken in just the literal sense
of having a financial qualification or
being an actuary or whatever, but |
think that, if you are actually appointing
somebody to that role, you would
certainly want to check it out. | do not
think it adds anything, but | do not think
it necessarily detracts from the thrust
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of the legislation. | would be happy

to consider it. It would be helpful if
somebody could provide us with a copy
of the actual wording. Can | take your
copy, Mr McLaughlin? That would help
us to respond to it promptly.

Mr Stephen Ball (Department of
Finance and Personnel): If it helps, |
think it is also quite clear in the clause
that the aims that are to be checked are
quite specific in relation to the valuation
process, so qualification would probably
be more important than independence
in the first instance.

The Chairperson: OK, members, are we
content to take clause 13 forward?

Members indicated assent.

1726.

1727.

The Chairperson: Clause 24, as well.
Any particular comments initially?

Mr Weir: On clause 24, | suppose |
stressed this point a bit last week.

At times, people place too great an
emphasis on the need for affirmative
resolution. If there is anything which
anybody has any objection to, all they
need to do is pray against it and then
vote it down in the Assembly. So | am
not sure that affirmative resolution
provides that additional reassurance.
From a practical point of view — |
appreciate that the options have been
well drafted — if it is any retrospective
provision, having affirmative resolution
on things that will benefit members of
the scheme seems a bit unnecessary, to
put it mildly, and may clog up a certain
amount of time. | am a little wary, | have
to say, even of the other one, although
it is more narrowly defined, where it
moves from “significant”. | do not
know — maybe the officials can say —
whether there is a particular definition of
“significant”. | suppose that that is the
one issue. When you are talking about
“any adverse effect”, and in relation to
that, on any members of the scheme,

| suppose that it is difficult to draft
changes, unless there is something
that will be beneficial to everybody, that
do not, in some way, slightly adversely
affect one person. You could have stuff
from which 99% of people benefit and

1728.

1729.

1730.

there is a very minor adjustment for

a handful of people. Everyone could
agree that some of it should go through
without clogging up the system. | would
have some concerns about either
amendment in that regard.

Mrs G Nesbitt: | am not going to try to
define “significant”. | attempted that,
and perhaps, in your eyes, | failed in that
regard. It is very difficult. The member is
absolutely right to say that an individual
will look at it from their own perspective.
For example, the whole thrust of this
reform is about fairness, and those

who do not progress up through an
organisation will benefit from the career
average approach rather than the final
salary option. That is in contrast to
higher earners, who will not benefit

from the move to the career average in
the same way. How would you balance
that in terms of a “significant” adverse
effect?

If you look at the thrust of the policy
and you get into the majority of

people affected, you could get into

the quantum of how they are affected.

It will be difficult. If you just left it at
“adverse effect” it becomes even

more problematic and complicated to
define. | agree that it will be difficult and
challenging. It is a word that is used in
legislation with regard to disability and
all sorts of other issues. It is the sort of
thing that will probably emerge and be
defined, perhaps, through case law as
things develop and this is rolled out.

Mr Weir: | suspect that where there

is something that is adverse to some
people but, for example, was not
considered significant, at least from

the Department’s point of view, we
would be lobbied pretty quickly about
anything that is genuinely in that grey
area. If a reasonable number of people
are adversely affected, you will get
letters about it relatively quickly and the
trade union side would be in touch with
us, in which case there is always the
opportunity simply to pray against it and
have it provoked into the debate in the
Assembly anyway.
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Mrs G Nesbitt: The other dimension

to that is that, sometimes, a significant
adverse effect can be defined as
everybody benefiting but some benefiting
more than others. | have heard that, so
it can get very complicated. We could
have a change whereby all members
benefited but some benefited more than
others. Those who benefited less — |
sound like | am in ‘Yes, Minister’ now —
could argue that they have experienced
a significant adverse effect, even though
they have actually gained. That is an
argument that | am familiar with through
other employment law issues that | have
dealt with, not necessarily to do with
pensions.

| acknowledge that it is a difficult area,
but we have done our best to define

it. The member is absolutely right: as
things emerge, if there is something that
is a significant adverse effect, that will
be raised. It will be genuinely considered
by the authority as well to make sure
that it follows the proper procedure in
dealing with the matter. | am not sure
what more that | can add.

The Chairperson: We recently received
correspondence from the trade unions
on that point. Given the Department’s
lack of application of the Woolf-Gunning
principles, the trade unions have serious
concerns about what may transpire once
the Bill goes through the House, unless
it contains those necessary safeguards.
Do you wish to comment on that?

Mrs G Nesbitt: | think we do follow the
Gunning principles in how we consult
and engage with the unions, and | think
authorities will continue to do that.

The Chairperson: You think you do, or
you do?

Mrs G Nesbitt: That is my view.
[Laughter.] The unions may have a
different view, and | could not possibly
speak for them. My approach to dealing
with the unions — we have rehearsed
this before in relation to other issues
— looking back at the evidence of
when and how, is that | have consulted
personally on a number of matters. My
view is that | am following the Gunning

1737.

1738.

1739.

1740.

1741.

1742.

1743.

principles and will continue to do so. |
do not think that changing this is in line
with the Gunning principles either. They
are different issues.

Mr Ball: We set that out in writing in

the response to the stakeholders’
responses to your request for evidence
on the Bill. That is in writing. To return
to the word “significant”, in the cases
where it has been tested, it seems

that “significant” is usually defined as
something that is not insignificant or not
insubstantial. The idea is that it sets —

Mrs G Nesbitt: It was a legal definition.

Mr Ball: So, the idea is that it sets

a low threshold. It sounds like a play
on words, but, if something is not
insignificant, can it be measured at all?
It sets a suitably low threshold for it to
be tested.

Mr Mitchel McLaughlin: | do not think
that we should waste time trying to
define “significant” or “insignificant”
when a court might take a different view.
Although none of these Bills can be as
elegant or streamlined as people might
desire, | think that our solution lies in
the second option. | will comment briefly
on that. On reflection, we could probably
amend the phrase,

“scheme regulations containing retrospective
provision which appears to the authority to
have any adverse effect”

further to reduce the ability of lawyers
to get in among the words and create
confusion. | suggest the following wording:

“scheme regulations containing retrospective
provision which may have adverse effect”.

Then, we move on to paragraphs (b)(i)
and (ii):

“(i) in relation to the pension payable to, or in
respect of, any members of the scheme,”

That, if you like, individualises it or might
focus it on particular groupings in the
workforce. Then paragraph (b)(ii) says:

“in any other way in relation to members of
the scheme”.
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1744,

1745.

1746.

1747.

1748.

1749.

1750.

It then says, “for example”. We could
probably reduce that as well by taking
out the words “in any other way”,
because lawyers would have a field day
with that as well. As regards paragraph
(b)(ii), which says:

“in any other way in relation to members of
the scheme (for example, in relation to injury
or compensation benefits).”

we could drop:

“(for example, in relation to injury or
compensation benefits)”.

It would make quite specific the
protections or entitlements that scheme
members would be concerned about.

The tension here is between the
Assembly, as a relevant authority in the
matter, and the scheme authorities and
the potential, as the Bill stands, for
unintended consequences. That is why
we should protect not only members

of the scheme and the scheme itself
but the Assembly by making it an issue
that the Assembly actually decides on
over a period of time as regulations are
implemented or amended. | suggest a
minor amendment to option B.

The Clerk of Bills: Can | come in here?
Under option B, paragraphs (b)(i) and

(ii) have been taken specifically out of
clause 23. It may not have been how
we would have drafted it had we been
starting from scratch, but that is how it
was drafted. Clause 23(1) is confined to
“significant adverse effects”, and they
have put in

“in relation to the pension payable...in respect
of members of the scheme”.

Clause 23(2) talks about

“Where the responsible authority proposes to
make scheme regulations...which appears to
the authority —

(a) not to have significant adverse effects...

(b) to have significant adverse effects in
any other way in relation to members of the
scheme”.

That is the way in which it has been
drafted, and that is why paragraphs (b)
(i) and (ii) were put in. They can be taken

1751.

1752.

1753.

1754.

1755.

out. That would leave you with paragraph
(b). The member has just proposed to
change (b) to say that they are scheme
regulations that “may have adverse
effect”. It would raise the question

of who would determine that adverse
effect. If we were to change that draft,
we would need to think about —

Mr Mitchel McLaughlin: You might have
to globalise it, regarding the earlier
reference as well. It is helpful to define
the nature of adverse effect that we

are trying to deal with or understand.

Of course, we are talking about future
circumstances. If it is less complicated
to drop (i) and (ii) entirely, | do not have
any strong objection to that if it makes
it—

The Clerk of Bills: That is certainly an
alternative that we had thought about.
You could either have paragraph (b) with
sub-paragraphs (i) and (ii) or without
them. The reason why we added (i) and
(ii) was, as | said —

Mr Mitchel McLaughlin: | see that you
have lifted the words.

The Clerk of Bills: We lifted the words
because members were expressing the
view that they might not be happy with
the “significant adverse effects” relation
between clauses 23(1) and 24(1)(b),

so we thought that one way to broaden
it was to keep the wording but change
“significant adverse effects” to read
“any adverse effect”.

Mr Mitchel McLaughlin: | take the
view that, in the drafting of what is in
front of us, people understood when
they were using the word “significant”
that it would be a disputed term. It
was maybe indefinable. It is certainly
ill-defined. Without wanting to sound
paranoid, | suspect that they understood
well enough that it would have been
difficult to tie it down to a specific and
agreed definition. We could fight over
that for a long time. | would be pleased
to see the word “significant” taken out
but not to make it have such a global
effect that every tweak and revisitation
of the regulations would require an
Assembly debate. We need to boil it
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1756.

1757.

1758.

1759.

1760.

1761.

1762.

1763.

down to specific impacts and to provide
the maximum democratic oversight as
well as allowing people to get on with
managing the schemes.

The Clerk of Bills: One thing that |
should point out is the difference
between option A and option B. Option A
would require the responsible authority
to put for positive resolution any:

“scheme regulations containing retrospective
provision.”

Option B states:

“scheme regulations containing retrospective
provision which appears to the authority to
have any adverse effect”.

So, in option A, it does not have to have
an adverse effect; it just has to have
retrospective provision. With option B,
it has to have retrospective provision
which appears to have any adverse
effect, which is much broader that what
is in clause 23.

Mr Mitchel McLaughlin: | prefer option
B. It lets people understand exactly what
would be considered in any decision.

The Chairperson: Members, are there
any views on Mitchel’s proposal?

Mr Weir: | appreciate where Mitchel is
coming from, but my view is that what is
currently in the legislation is better than
any alternatives that have been offered.
| think that there are problems with the
others. | do not know whether that would
just come down to a vote on that issue.

The Chairperson: Are there any views
from the officials?

Mrs G Nesbitt: | was just trying to
reflect on what would happen if you
broaden something out in one sense
by taking away the word “significant”. |
am just trying to think through different
scenarios that have happened. For
example, we are in the process of
increasing employee contributions.
There are governance arrangements
going forward for what is called cap
and floor to balance the costs in the
future between employees, employers
and the taxpayer. It is difficult to project

1764.

exactly what that will mean. At the
minute, we have tiered protection for
increases in contributions for pay bands
to protect the lowest paid, and | am
thinking about what would happen if we
removed the term “significant”. Again,
you could get into the question of what
the quantum of increased contribution
is, so | am just trying to reflect and think
through where that would potentially
impact on other areas of the Bill. Could
some people try to use that to block

the change that is part of the overall
good governance of the scheme going
forward? How would that impact on

the whole policy and thrust of pension
reform with the intention, which [ think is
laudable, to make public sector pension
schemes sustainable in the future? |
am just trying to think through different
scenarios, and | think that that is where,
if you do include “significant”, it offers
a little bit of qualification in trying to
determine and define it. | appreciate
and acknowledge that it is a difficult
area. Putting in “significant” gives some
sort of sense behind it. If you just have
“adverse”, it is very wide open.

Mr Girvan: | find it difficult to see
because | find that the word “any”
means that, if you make any changes
at all, it is open to challenge right away;
whereas, if you say “significant”, there
is a debate about what is significant
and what is not. | do not believe in
opening it out too widely because you
could be up for challenge every day

of the week, and, having met some of
the individuals, | know that they will
dance on the head of a pin over one
word. The word “any” gives them the
opportunity to say that, if you make any
changes whatsoever or any adjustment
to payment, for argument’s sake, the
contribution has to be increased for one
reason or another. Even if it is in line
with inflation, some of them could say
that that is “any” change to it, therefore,
they could challenge it. On the basis

of that, | am not comfortable with the
word “any”. | appreciate Peter’s view
on this, but | think that “significant” is
an interpretation by individuals about
whether it is significant for one person
or another, but at least it raises the bar
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1765.

1766.

1767.

1768.

1769.

slightly more than “any”. With the word
“any”, no matter what change you want
to make, you will be challenged on it.

Mr Ball: It is also important to
remember that the significant effects will
apply in respect of retrospective adverse
changes only. There is no intention
under the Bill to go back and change
the benefits and what has accrued; they
will be protected and guaranteed. The
Human Rights Commission would have
something to say about it if we tried to
do that. That is not the intention. The
intention is to create the schemes on a
sustainable footing going forward. The
only instance where you would change
somebody’s pension entitlement would
be within the operation of the cost

cap contained in the Bill. The Human
Rights Commission would probably have
something to say if we were trying to
interfere with accrued rights.

Mrs G Nesbitt: The cost cap measures
for it and control would be going forward.
There is no intention that that would be
retrospective.

The Clerk of Bills: Mr Girvan was
talking about any change. | just want to
clarify that that is not the purpose of
option B. If you look at what we have
at the moment, you will see that the
Department is already going to have

to make a decision about what is a
significant adverse effect. It states:

“Where the responsible authority proposes to
make scheme regulations ... which appears
to the authority to have significant adverse
effects”.

At the minute, that will go by affirmative
resolution. Option B mirrors that
provision. In order for it to go by
affirmative resolution, it has to be:

“scheme regulations containing retrospective
provision which appears to the authority to
have any adverse effect”.

So, the only difference really is the
authority deciding on significant adverse
effects as opposed to it deciding on
adverse effects. | just wanted to make it
clear that it is not any scheme regulation
that will go by positive resolution. The

1770.

1771.

1772.

1773.

1774.

1775.

1776.

wording of it shows that it is a bit more
narrow than that.

Mrs G Nesbitt: | thought that Mr
McLaughlin was proposing to take out
“the authority”, but maybe | misheard
you on that.

Mr Mitchel McLaughlin: | did argue
that.

Mrs G Nesbitt: | should not have
reminded you.

Mr Mitchel McLaughlin: There is an
issue that falls between the Department
and the Assembly on whether it has
adverse effect or not. It is quite
possible, if not probable, that there
would be disagreement on that. So, yes,
| was addressing that. It just invites

the possibility/probability of ongoing
disagreement on the administration

of the scheme, which is hardly the
intention of the reform process.

Mr D Bradley: What lies at the heart
of this is giving greater oversight

to the Assembly. The fact that the
Assembly has no say over what is

or is not significant is an important
consideration. As you said on previous
occasions, Grace, we are not always
going to agree on that, and there are
huge problems of definition around it.
Option A is probably far too wide, in so
far as it could contain what might be
called “beneficial” changes, whereas,
option B is more finely honed and
focuses on adverse effects, which gives
the Assembly greater oversight and
holds the Department accountable to
the Assembly in a more effective way.

The Chairperson: OK, members, how do
you want to take this forward? Mitchel, do
you want to put forward your proposal?

Mr Mitchel McLaughlin: Having listened
to the responses and contributions, |
suggest that we amend the first line

in option B and leave (i) and (ii) as

they stand. | suggest that we amend

it by having it state “they are scheme
regulations containing retrospective
provision which may have any adverse
effect”. That would then be defined in (i)
and (ii). You would therefore delete:
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1777.

1778.

1779.

1780.

1781.

1782.

1783.

1784.

“which appears to the authority to have”.

The Chairperson: OK, members, | will
put that to a vote.

The Clerk of Bills: Before you come
to that decision, Chair, | should point
out that taking out “which appears to
the authority” creates the question of
who will decide that. Do we have an
alternative there?

Mr Mitchel McLaughlin: Would that not
then enable the provision in respect

of affirmative as opposed to negative
resolution?

The Clerk of Bills: Yes, that is what it —

Mr Mitchel McLaughlin: That is the
effect of that change. So, the answer
to your question is that the Assembly
would decide.

Mrs Liz Marsh (NIA Bill Office): | think
that the point that Patricia wanted

to make was about who makes the
decision, in the first instance, of whether
it goes to the Assembly for affirmative
resolution. So, before the Assembly
would come in, who determines whether
the regulation may have that adverse
effect? By leaving in “which appears to
the authority”, we define the source of
that determination, whereas, taking it
out leaves it open about who decides
that it may have that adverse effect.
However, to keep in that “may” aspect,
one option could be to use the words:

“which appears to the authority to have a
potential adverse effect”.

There, again, you would at least

have retained the definition of who
determines that question in the first
instance and you would broaden it out,
as you sought to do, through the use of
“may” to include the potential element.
That is just a technical point, where a
draft —

Mr Mitchel McLaughlin: | understand
the point that you are getting at. Does
that not put an onus on what the Bill
describes as the “responsible authority”
to bring it to the Assembly, because

it understands that there will be
adverse effects from the changes being

1785.

1786.

1787.

1788.

1789.

1790.

1791.

1792.

1793.

introduced? If it can stand over its view
that there is no adverse effect, gabh ar
aghaidh, go ahead. That puts an onus
on the authority to —

The Clerk of Bills: It does, yes.

Mr Mitchel McLaughlin: — report to the
Assembly. Would that not be the impact
of that amendment? | mean, it would

be foolish to proceed with that wording;
authorities could be challenged almost
immediately. So, the onus would be on
the authority to bring it.

The Clerk of Bills: | wonder whether
what you are looking for is really more
akin to option A.

Mr Mitchel McLaughlin: No, | cannot
support option A, because | do not
think that every set of responses or
circumstances will necessarily have
adverse effects. By casting it as widely
as that, you end up arguing about
whether the gain for one is an adverse
effect on someone else. So, | am
staying severely away from option A.

Mrs Marsh: The point was on the
technical aspect of pinpointing the body
that would make that determination.

Mr Mitchel McLaughlin: | appreciate
that and the advice.

Mrs Marsh: Am | right in thinking that
your view is that, if you left out “which
appears to the authority”, it is implicit
anyway that the authority would bring it?

Mr Mitchel McLaughlin: They are the
scheme managers as such, and, if the
guidance is quite explicit that, if there is
an adverse effect, it should be reported
to the Assembly, | do not think that they
will waste their time or anybody else’s
time by seeking to slide it through. It will
be challenged and will be brought anyway.

The Clerk of Bills: We can change the
draft. The proposal is to change option
B so that it would read:

“Leave out paragraph (b) and insert-

(b) they are scheme regulations containing
retrospective provision which may have any
adverse effect”.

253



Report on the Public Service Pensions Bill (NIA Bill 23/11-15)

1794.

1795.

1796.

1797.

1798.

1799.

1800.

1801.

1802.

1803.

1804.

1805.

Mr Mitchel McLaughlin: It would
continue:

“in relation to the pension payable ... in any
other way in relation to members of the
scheme”.

Mr Cree: Surely it should be “an”
adverse effect not “any”.

The Clerk of Bills: It is a question of
choice, really. There are alternative ways
to draft.

Mr Cree: There are two very woolly
variables in one sentence.

Mr Mitchel McLaughlin: You are going
to add another one.

Mr Cree: “An” is more specific.

Mr Weir: What if it has two adverse
effects?

Mr Mitchel McLaughlin: “An” would
apply to both individually. | will accept
the suggestion.

The Clerk of Bills: It could be said that
“any” is more emphatic.

Mr Cree: We could argue about it for
another hour.

Mr Mitchel McLaughlin: Yes, and the
lawyers could argue about it for longer

than that as long as they were getting paid.

The Chairperson: We will put it to a
vote.

Question put.

The Committee divided: Ayes 3; Noes 5.

AYES

Mr D Bradley, Mrs Cochrane, Mr McKay.

NOES

Mr Cree, Mr Girvan, Mr | McCrea, Mr McQuillan,
Mr Weir.

Question accordingly negatived.

1806.

1807.

The Chairperson: Members, we move to
clause 9.

The Committee Clerk: The
correspondence from the Department

1808.

1809.

1810.

1811.

1812.

1813.

1814.

includes a response to the issues that
were discussed last week regarding
clause 9(1)(b). The Committee had been
considering an amendment regarding
revaluation to leave out “reference to”
and insert “reference that reflects”

“a change in prices or earnings (or both) in a
given period.”

The Department’s response is included
in the paper. Chair, | do not know
whether officials want to speak on that
response.

Mr Ball: | will reiterate. Our position was
that the addition of the word “reflects”
would not add anything to the way that
revaluation would be applied.

The Chairperson: Do members have any
views on this?

The Committee Clerk: Chair, we

just need a decision on whether

the Committee is content with the
Department’s clarification or whether it
wishes to pursue an amendment to that
provision in clause 9.

The Chairperson: Do members wish to
pursue an amendment in regard to that?

The Clerk of Bills: The draft that was
before you initially said leave out
“reference to” and insert “reference that
reflects”. If Committee members are
inclined to think about an amendment
for that, we have had a look at that
again and think that it may be clearer if
you take out “be by reference to” and
put in “reflect”. Then, the clause would
read, “such a revaluation to reflect a
change in prices”, rather than “such

a revaluation to be by reference that
reflects”, which does not seem as clear.
That would obviously be after you make
a decision.

The Committee Clerk: | have a query
that the officials may be able to advise
on. If the Committee is minded to
pursue the amendment, could that
reduce the scope for agreeing variances
at a scheme level to the annual rates
for revaluation of accrued benefits?
Some information that the Department
provided to the Committee at an earlier
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1815.

1816.

1817.

1818.

1819.

1820.

stage — | think that it was back in
January — explained that some of

the schemes in GB had agreed the
consumer price index (CPI) plus 1:-5% or
1+6%. Would that amendment constrain,
at a scheme level, agreeing such
variances? | was not clear on that, so
members might need to be clear on that
before they take a decision.

Mrs G Nesbitt: You are right that it
could. | reiterate that this is primary
enabling legislation. We do not want
something to come in, albeit well
intentioned, that will create a restriction
when it comes to particular Ministers
looking at secondary legislation and
applying that to their own sector.
Therefore, the point is very well made: it
is potentially a constraint, because it is
not something that you can simply apply
directly, and there are variables, as you
indicated. It is not an automatic read-
across, and the wording is appropriate.

| will not be accepting any amendment.
We have set out our explanation.

Mr Ball: The orders set out the baseline
indices, which are designed to track

the changes in the earnings and prices.
After that, the schemes have their own
autonomy to say, for example, if earnings
should be the CPI plus 1% or CPI flat
rate. All that the Department is doing

is making those orders that set the
baseline rate that would be applied.

The Chairperson: If members have no
proposals for amendments, are they
content with the clarification?

Members indicated assent.

The Committee Clerk: On the decision
that was taken earlier on agreeing in
principle the amendment to clause 13,
given that that clause relates to funded
pension schemes, particularly the local
government pension scheme, it would
be appropriate for the Committee to
inform the Environment Committee of
that decision. A copy of the amendment
can be formally sent to the Department
then.

The Chairperson: Are members content
with that?

1821.

1822.

1823.

Members indicated assent.

The Chairperson: | thank the officials
again for their advice. We will see you
again next week, will we?

Mrs G Nesbitt: Yes, or the week after.
We will be getting loyalty points.

255



256



Minutes of Evidence — 20 November 2013

20 November 2013

Members present for all or part of the
proceedings:

Mr Dominic Bradley (Deputy Chairperson)
Ms Megan Fearon

Mr Paul Girvan

Mr John McCallister

Mr lan McCrea

Mr Mitchel McLaughlin

Mr Adrian McQuillan

Witnesses:

Mr Stephen Ball
Mrs Grace Nesbitt

Department of Finance
and Personnel

1824. The Deputy Chairperson: Are members
content to proceed to the formal clause-
by-clause consideration of the Bill?
[Interruption.] | am sorry; you do not
have any speaking rights. [Interruption.]
| will adjourn the meeting.

The Committee suspended at 11.57 am and
resumed at 11.59 am.

On resuming —

1825. The Deputy Chairperson: Members, we
will resume the meeting. Thank you all
for your cooperation during that brief
interr