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Draft Template

[INSERT EMPLOYER NAME]

THE CARE SCHEME
CONSULTATION ON PROPOSED CONTRIBUTION CHANGES

INFORMATION AND REPLY FORM
[dd Month yyyy]
This template has been created to assist you in the process of consulting with your employees, or their appointed representatives, regarding the proposed changes to contribution rates, from 1 April 2012. Please amend or adapt the template as appropriate.
Summary of key points
1. [Insert employer name] is a member of The CARE Scheme (the Scheme).

2. The Trustee of The Pensions Trust has reviewed the Scheme in light of the results of the Scheme Actuary’s latest valuation. The valuation has an effective date of 30 September 2010 and must be completed by 
31 December 2011.
3. After careful consideration of the current costs and the funding position of the Scheme, the Trustee has entered into consultation with all participating employers about proposed changes to the Scheme’s contribution rates.

4. The consultation period (between the Trustee and employers) runs until 11 November 2011 and as part of this the Trustee has requested that [insert employer name] consults with you about the proposed contribution changes. The changes are proposed to come into effect from 1 April 2012.
5. Consultation with you runs from [dd Month yyyy] until [dd Month yyyy]. During this time you should study the information provided [insert what arrangements, if any, you will put in place for queries] and direct questions and comments to [insert contact name].
6. Please read the rest of this document and complete the attached Reply Form. Your Reply Form should be submitted to [insert contact name] by the closing date of [dd Month yyyy]. [Insert employer name] will then consider the feedback and comments received and forward to the Trustee by 18 November 2011.

Proposal
The Trustee proposes to increase the contribution rates for the defined benefit (DB) structures of the Scheme, as follows:

· 80ths structure: 1.1% increase

· 100ths structure: 0.8% increase

These increases to future service costs will apply from 1 April 2012. Due to this, the Trustee is proposing that the increases are shared between the employers and members, as shown in the tables below:
	80ths Structure
	Current
	Proposed

	Average Member Cost
	       4.4% (*)
	        4.9% (**)

	Employer Cost
	10.0%
	10.6%

	Total
	14.4%
	15.5%


	100ths Structure
	Current
	Proposed

	Average Member Cost
	     3.4% (*)
	      3.9% (**)

	Employer Cost
	8.5%
	8.8%

	Total
	11.9%
	12.7%


(*)
Current member cost calculations are:

· [ Age/10 ]% for the 80ths structure
· [ (Age/10) – 1 ]% for the 100ths structure
For example, a 33 year old member would pay 3.3% in the 80ths structure and 2.3% in the 100ths structure.

(**)
Proposed member cost calculations are:

· [ (Age/10) + 0.5 ]% for the 80ths structure
· [ (Age/10) – 0.5 ]% for the 100ths structure
For example, a 33 year old member would pay 3.8% in the 80ths structure and 2.8% in the 100ths structure.

The Pensions Act 2004 requires [insert employer name] to provide information to and consult with current members over the proposed contribution changes. This document forms the basis of this information and consultation.
Why are these changes being proposed?

The Scheme’s 2010 valuation results have revealed that the cost of funding the Scheme has increased since the last valuation in 2007. This has been influenced by a number of factors, which you may have heard of, including:

· people are living longer so pension schemes must pay out benefits for longer periods of time;

· reductions in predicated long-term future investment returns; and

· lower than expected investment returns, particularly as a result of the global financial crisis that started at the end of 2008.

What are the current costs of the Scheme?

The current contribution rates for the Scheme for future service are:
· 80ths structure: an average of 4.4% member and 10.0% employer

· 100ths structure: an average of 3.4% member and 8.5% employer

There are currently no contributions being paid in addition to the contribution rates above. This is because the Scheme has always been more than 100% funded at previous valuation dates.
What changes are going to be made to the Scheme’s costs?

The Scheme Actuary reviews the Scheme every three years to work out whether the funds available can meet the costs of providing pensions and other benefits. As can be seen from the table below, the funding level as at 
30 September 2010 has fallen to 89%.

	Costs
	30 September 2007
	30 September 2010

	Assets
	£10,932,000
	£21,334,000

	Liabilities
	  £9,388,000
	£23,973,000

	Surplus/(Shortfall)
	  £1,544,000
	  (£2,639,000)

	Funding Level
	116.4%
	89.0%


As a result of the funding position revealed at 30 September 2010, the Trustee has asked participating employers to start paying shortfall payments for the first time. 

The shortfall payments will start from 1 April 2012 and will be £208,000 a year (which, on average, will be broadly equivalent to 0.9% of earnings from employers), increasing by 3% at each subsequent 1st April for a period of 10 years. [Insert employer name]’s share is initially £xxx a year (which will be payable in monthly instalments of £yyy a month).
In addition, as part of the 2010 valuation, the Scheme Actuary has calculated an increase in future service contribution rates for the DB structures of the Scheme, as follows:

· 80ths structure: 1.1% increase

· 100ths structure: 0.8% increase

These increases in future service costs will apply from 1 April 2012. In this respect, the Trustee is proposing that the increases are shared between the employers and members, as shown in the tables on page 3 of this document.

Essentially, the Trustee is proposing that member contribution rates will increase by 0.5% and the rates for the DB 80ths and 100ths structures will increase by 0.6% and 0.3% respectively.

What options has the Trustee considered to reduce costs?

In order to ensure that future benefits are affordable, the Trustee considered reducing the benefits the Scheme offers to members.

However, the Trustee recognised that the benefit structure of the Scheme has only just changed (the effective date was 1 April 2011) as a result of the last Scheme review.
· The 80ths structure was closed to new employers.

· A 5% indexation cap was applied to benefits that build up from 
1 April 2011.
· Transfers-in on a DB basis are no longer accepted.

· The bonus objective was removed.

· A new defined contribution (DC) structure was set up.

Therefore, the Trustee felt that it was not appropriate to make any changes to the Scheme’s benefit structure at the present time.

What will be the impact of the proposed contribution rate changes on my pension?

It is important to note that the proposed contribution rate changes will not affect the pension benefits you build up each year. It is just the cost of providing the benefits (i.e. the required contribution rates) that is changing.

What’s next?

The period of consultation with you will run from [dd Month yyyy] until 
[dd Month yyyy]. During this time you should study the information provided [insert what arrangements, if any, you will put in place for queries] and direct questions and comments to [insert contact name].
The Pensions Trust is also able to provide assistance in relation to your Scheme benefits and can be contacted on 0113 394 2736.

If you wish to make any comments in writing, please complete and return the enclosed Reply Form no later than [dd Month yyyy]. [Insert employer name] will then consider the comments and forward any feedback received to the Trustee by 18 November 2011.
Finally, if you feel it necessary, you may wish to obtain independent financial advice to discuss the impact of the proposed contribution rate changes to  your own circumstances. Details of local Independent Financial Advisers (IFAs) can be obtained from the website www.unbiased.co.uk.
THE CARE SCHEME
CONSULTATION REPLY FORM
[Insert employer name] wants to hear your views on the Trustee’s proposed contribution changes to The CARE Scheme. Please complete the following fields:
Name: 


________________________________________
Member Number: 

________________________________________
Location (if applicable): 
________________________________________
	Please tick one of the following boxes:


	I am in favour of sharing the future service contribution rate increases between members and employers.
	

	I am not in favour of sharing the future service contribution rate increases between members and employers.
	

	Comments:



Signed: _____________________________________   Date:  ___/ ___/ ___
Please return this form to [insert contact name], by no later than 
[dd Month yyyy], indicating your preference.
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