SIR BILL JEFFREY KCB
	[image: image1.png]



	MINISTRY OF DEFENCE

FLOOR 5, ZONE D, MAIN BUILDING, WHITEHALL

LONDON SW1A 2HB

Telephone:  020-7218 2193

Fax:             020-7218 3048

e-mail:         Bill.Jeffrey480@mod.uk


PERMANENT UNDER-SECRETARY OF STATE

D/PUS/16/8 (703)
4 December 2009 

Dear Colleague,
Proposals to reform the Civil Service Compensation Scheme

I am writing in parallel to a letter that is being sent today from the Minister for the Cabinet Office, Tessa Jowell, to the Civil Service Trade Unions setting out the Government’s position on the reform of the Civil Service Compensation Scheme (CSCS).  This letter marks the conclusion of the discussions over the shape and form of the new compensation arrangements.

At the same time that you receive this letter, staff will be receiving a letter from me setting out the new proposals.  I wanted to write to you explaining the changes so that you will be best placed to answer any questions that your staff may have.

You will recall that, on 31 July this year, the Cabinet Office published proposals for reform of the terms of the CSCS to take effect from 1 January 2010.  The proposal document, Fairness for All, was issued at that time to the Civil Service trade unions and to other interested parties and was also made available through the Civil Service website.  Comments were invited on these proposals, to be submitted by 5 October, as a result of which the Cabinet Office received some 18,000 responses.  

The majority of responses, many of them pro-formas, were from civil servants (or employees of organisations providing redundancy terms equivalent “by analogy” to the Civil Service scheme rules).  A number of employers also responded.  Responses were also received from the Council of Civil Service Unions (CCSU) and from many of the individual unions representing our staff.  The majority of those responding were opposed to the proposed changes. Union representatives also met with Cabinet Office ministers and the Head of the Home Civil Service as part of the consultation process.

At the conclusion of this process, Ministers and Permanent Secretaries remain quite clear that we should implement the key proposals, but they have made a number of important changes designed to reflect the points raised during consultation:

· for redundancy exits, we will continue to calculate the severance payment as in the original proposals but we will now cap it at 3 years’ pay (rather than 2) where this leads to a payment of no more than £50,000.  In other cases, the payment will be limited to the higher of 2 years’ pay and £50,000.  This is a major change designed to protect the position of lower paid staff in particular;
· in cases of redundancy, where people have a preference for an immediate pension rather than a severance payment, we will guarantee that earned pension can be paid without reduction even where the severance payment is insufficient to buy out the actuarial reduction.  This provision will apply generally from 5 years before pension age and, additionally, to those aged at least 50 and with a minimum of 5 years’ current qualifying service at 31 July 2009.  This change reflects the importance that certain groups of staff, including those at a more senior level, attach to being able to opt for early retirement rather than severance;

· we propose to claw back severance payments where people are re-employed in the Civil Service within the notional period represented by the payment, and are exploring the extent to which we might extend this to include those who return as consultants; and
· responding to requests from some employers, we will align the qualifying service for a redundancy payment at 2 years, consistent with the statutory scheme.

These changes have now been incorporated into the original Fairness for All Proposal Document as our response to the consultation, and have been set out in Tessa Jowell’s letter to the Trade Unions.


Cabinet Office colleagues are currently preparing the formal amendments to the Compensation scheme in time to lay them in the House immediately after its return from the Christmas recess – and in time for the new rules to come into force from 1 April 2010.  This brief postponement from our original 1 January date will allow a number of detailed issues around implementation to be finalised.  

For those who are made compulsorily redundant, we do not consider that staff have “accrued rights” to either the current or the new terms until an individual actually comes within the scope of the scheme.  However, as a matter of policy, staff made compulsorily redundant will be allowed to leave under the current terms providing that their last day of service is on or before 31 March 2011.
Permanent Secretaries collectively believe that the revised terms are both fair and realistic.  While there is no doubt that our current compensation scheme cannot be justified, or afforded, compared with what is now on offer in other parts of the public and private sectors, we have modified our proposals to reflect a number of real concerns expressed during the consultation period, particularly with regard to the position of our lowest paid staff.  Overall the proposals will enable us to remain a high quality employer while, at the same time, bringing the terms of our compensation arrangements broadly into line with those available elsewhere in the private and public sectors.

Further details of the proposals are available at www.civilservice.gov.uk/my-civil-service/pensions where you will also find updated question and answer material.  I am also attaching a copy of the letter that I am sending in parallel to all staff in the Department.
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BILL JEFFREY
To all Staff
