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European Convention on Human Rights

In accordance with the provisions of Article 16tbé Human Rights (Jersey) Law
2000 the Chief Minister, Chairman of the States EBypent Board, has made the
following statement —

In the view of the Chief Minister, Chairman of tl¢ates Employment Board, the

provisions of the Draft Public Employees (Pensidds)sey) Law 201- are compatible
with the Convention Rights.

Signed: Senator I.J. Gorst
Chief Minister, Chairman of the States EmploymerarB

Dated: 4th March 2014
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REPORT

Introduction

The Public Employees (Pensions) (Jersey) Law 261proposed to provide the
powers for establishing a reformed pension schem&tates employees. The existing
Public Employees (Contributory Retirement Schendrsey) Law 1967 is not a
satisfactory vehicle for the fundamental changegutalic sector pensions that will be
put to the States in due course, and are explamedtline here. As will be seen, the
proposals are, except for those near to retirentbmet,existing Public Employees
Contributory Retirement Scheme (“PECRS”) will clpseibject to preservation of
certain rights, and a new scheme will be estaldisfidne draft Law will deal with
certain fundamental issues in this process, praggraccrued rights and the final
salary link, as well as providing for the necesdaggulation-making powers for the
new scheme.

As States members will be aware, the States Em@ayBoard (“SEB”) is proposing
that the States should adopt a new employee C#eerage Revalued Earnings
(“CARE") occupational pension scheme for Statesleyges in place of the existing
final salary scheme under PECRS.

The decision to establish a new pension schem8tfies employees arose primarily
from the following factors —

¢ Most importantly, the present scheme was unaffdedamd running at a
deficit. Actuarial advice is that the combined cimition rate for new
entrants to the Scheme (that is, the proportiosatdiry contributed by both
employer and employee) had become insufficientutalfthe benefits being
promised.

« There was a need to consider the current PECRigitight of wide-ranging
debate in the UK and Europe about the long-terramability of final salary
pension schemes, given the extent to which lifeeetgncy has improved in
recent times, leading to significant cost increases

« For funded schemes like PECRS, estimates of redfutede investment
returns has meant that the cost of current PECRSfit® has increased and
might well increase further, but contribution ratesve remained broadly
unchanged since the mid-1980s.

e The pension Scheme Regulations, some of which tatméorce in 1967 and
others in 1988, were outdated and no longer supgagither organisational
working practices or the way in which many peopie Itheir lives in a
modern society.

« The pension benefit was disproportionate for varigumoups of employees,
some receiving a far more valuable pension package others. There were
some significant cross-subsidies, leading to theornta of members
subsidising the pensions of those on higher bemnefit

Background of the PECRS

PECRS is one of two principal ‘defined benefit' pem schemes for public
employees in Jersey. The other is the Jersey Tea@gperannuation Fund, which is
not being considered at this stage. ‘Defined Bénefieans that pensions are
calculated by reference to a scheme member's saad/ length of service at
retirement.
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PECRS contains a number of distinct groups of mesyl@ach subject to a different
set of Regulations and different pension bendfEBCRS has since the restructuring in
1988 been subdivided into —

s The 1967 Scheme Regulations
The Former Hospital Scheme

» The Existing Members Scheme

The New Members Scheme.

Three of the above sets of Regulations incorpaadtitional categories of benefits,
which apply in the main to employees employed witlile uniformed services
groups. Over the 25 years since its restructur&9®8, it has become increasingly
complex to administer. The benefit structure is ety and outdated and there are a
number of inequities affecting States employees.

PECRS currently has around 14,000 members, makibyg far the largest pension
scheme in Jersey and of major significance to #landtl’'s economy. Of these
members, at 31st December 2013, 7,493 were ineaetiwployment, either with the
States itself or other bodies such as ParisheseSif of Scheme members are
employed by non-States organisations, known as #edniBodies (shown in
Appendix 2 to this report). On the same date, there wereS2@@nbers who had left
employment with pension entittement preserved inCRE and deferred until
retirement age. There were 4,115 individuals iriof a pension.

As at 31st December 2013, the median pension inREES £8,773 a year (women
£5,777 and men £14,529) and the mean pension i§E13women £8,575 and men
£18,987).
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Committee of Management

The Committee of Management (“CoM”) was establishgdthe 1989 Regulations
and comprises 12 members and an independent Cmaifndividuals are appointed
to the CoM by the States on the recommendatiome@fCGhief Minister, save for the
independent Chairman, who is also appointed bysthges on the recommendation of
the Minister for Treasury and Resources.

Of the 12 CoM members (excluding the Chairman),ré rrominated by the Joint
Negotiating Group (“JNG”) and 6 by the employer.t# 6 employer nominees, 3 are
nominated by the Minister for Treasury and Resaired 3 are nominated by the
Chief Minister.

The Scheme was established and is governed undeta®ens, the fundamental duty
of the CoM being to manage the Scheme in accordaitbeéhe Regulations.

Independent Reviews

There have been 2 independent reviews of PECRSfoorthe SEB,'Review of the
PECRS — Proposed High Level Scheme Designépared by Tim Lunn, F.I.A., of
Aon Hewitt, Bristol, a leading UK firm of consulggnactuaries; and Lane, Clark and
Peacock’s report for the Committee of Managemeepgred by Martin Slack, M.A.,
F.LLA., a former senior partner of Lane, Clark &ehcock and a consulting actuary.

Both reports concluded that action needed to bentak address the fundamental
funding issues within the Scheme.
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In addition, the final report of the UK IndependeRublic Service Pensions
Commission, chaired by Lord Hutton, was publishedviarch 2011. This report has
already led to some significant changes in therdmrttons and benefits structures of
the UK public sector pensions schemes. Of particuerest to Jersey is the new
Local Government Pension Scheme Regulations, a$ ¢mvernment schemes in the
United Kingdom are funded schemes, as are thoskefsey public employees.

For the purposes of this report it is worth outlmi some of Lord Hutton’s
recommendations, which the UK Government has aedept

* The primary purpose of public sector pension sclsawss to ensure adequate
levels of retirement income for public service pensers and that pensions
would continue to be an important element of remati@n. Employers
should seek to maximise participation in the sclenahere this was
appropriate.

e The Government must honour in full pension promites had been accrued
by scheme members.

e The final salary link for past service for curremembers should be
maintained.

* A new Career Average Revalued Earning (‘CARE’) scheshould be
adopted for general use in public service schemes.

« Pension benefits should be uprated in line withraye earnings during the
accrual phase for active members. Pensions in patyst®uld be indexed in
line with prices to maintain their purchasing power

« Normal pension age should be in line with the UKv&oment's State
pension age.

* The UK Government should set out a ceiling forghgportion of pensionable
pay that it would contribute, on average, to empé&sy pensions over the long
term.

Technical Working Group

The conclusions and recommendations of the 2 rejamid of the Hutton report led to
the setting up of the Technical Working Group (“TWG& he TWG was charged with
the task of developing, for wider discussion, egeanf possible options for change to
PECRS to help ensure its financial viability foe long term. Those options were then
developed, according to the TWG'’s terms of refeeeas agreed by the SEB and the
CoM, with the aim that —

e The interests of current Scheme members were naddtaincluding
protection of their accrued rights.

« Public sector schemes in Jersey were affordablesastdinable.

« The potential impact of possible changes to benefitd contribution rates
was assessed from the perspectives of affordahititysustainability.

* Future pension arrangements in Jersey had regardotd Hutton's
recommendations and their final outcomes, so dmdiitate movement of
staff to and from the UK through Jersey’s continaezimbership of the Public
Sector Transfer Club.

» There was clarity over future arrangements for rdoutions into the Scheme.
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* There was clarity over the sharing of costs, risk&l benefits between
employer and employee.

« The governance of the Scheme met best practice.

The TWG established principles that would govera tptions for change to be
investigated. These were —

e Sustainability — for at least the next 25 years
« Affordability — for members, employers and taxpayer
¢ Fairness — for all members.

The need for change

Many features of public service pensions in Jeaeyhistorical legacies, including
accrual rates, pension ages and final salary sie&t The current PECRS structure
was not designed in a way that accommodates maedaiking patterns, and has been
unable to respond flexibly to changes in this @ead to demographic change over the
past few decades. This has led to —

% rising costs of benefits due to lack of flexibility address increasing
longevity;

% unequal treatment of members within the same osg#on.

Some features, such as pension ages of 60, filsay sructures and the accrual rates,
derive from terms and conditions initially estabéd in the 1960s. The current
pension ages of 55 for the police, fire, and priservices also date from that time.

Providing good quality pensions is becoming a farenchallenging task given the
increasing length of time that most people willeliafter retirement. The cost of
providing current pension benefits has been inamgasnd it is not sustainable for
members to spend more and more years in retirewigmdut the increased cost being
fully reflected in the contributions to, and benhstructure of the Scheme.

The Scheme Actuary has confirmed that based oragsamptions adopted for the
2010 valuation —

/

<+ aman aged 60 at 2010 can expect to live for adu7 years;
< awoman aged 60 at 2010 can expect to live fortadu29 years;

a man currently aged 40 years can expect to livea flurther 29 years from
age 60; and

% awoman currently aged 40 years can expect tddiva further 31 years from
age 60.

On this basis, life expectancy is still on the ease.

PECRS is paying pensions for much longer than wasaed when the Scheme was
designed and restructured in 1988 and, as a comsegupensions are now far more
expensive. It is, therefore, not just fair but esisd, that Scheme members who are
still working contribute sufficiently to fund theepsion that they can expect to receive
for longer, for example, by working longer as lggpectancy increases or by being
prepared to accept a lower pension should thewisbt to do so.

PECRS is a funded scheme. Employers and employsgethpir contributions into a

fund and these contributions are invested in agbetsproduce investment returns.
However, it has become, and is likely to remaicreasingly difficult to generate the
investment returns that were expected when therBeheas set up in 1988.

.
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The design of PECRS is outdated and inflexible mmtbnger wholly reflects the way
the modern labour force lives and works. For examitiere is no pension provision
for non-married partners, and a final salary schemans that employees who switch
to less demanding roles later in their careers Ibge benefit of having paid in
contribution based on their earlier, higher sal&gmployee contracts are now very
different from those issued even 10 years ago ¥ o incorporate various options
such as term-time-only working and other flexiblerking choices. The current
Scheme makes such arrangements very difficult naradter and the outcome can be
unfair to members.

Lord Hutton’s interim report showed that the firsdlary design of most current
schemes tends to be much more beneficial to thdee sge significant promotions
during the course of their career, compared toethwish slower salary growth. This
applies to the final salary schemes currently acelin Jersey. Lord Hutton reported
that ‘high-flyers’ (i.e. people who have been proedoseveral times over the course
of their careers) can receive almost twice as mpehsion for every £100 of
contributions than people on more modest salamesther words, it tends to favour
the higher-paid over the lower-paid.

Under the current arrangements, PECRS is not saiai in the long term. The
existing contribution rate does not support theentrbenefit structure. In addition the
continued admission of new entrants results imarson the finances of the Scheme.

Recruitment

The Jersey public service is full of people witlvide range of skills and experience
who undertake tasks of importance across a widgeraf services upon which the
community depends.

PECRS has been an important tool in attracting pjueylic sector workers, and this
will remain the case for any successor scheme. dewange of professions are
covered within the Scheme, for instance: doctousses, allied health professionals
and others.

The States of Jersey competes for some of itsttalgh the UK public sector.
Benchmarking against UK public sector pension wiovi is therefore very important.
Jersey must continue to be able to recruit andnrdtigh quality people for many
important jobs.

To move away from offering similar pension provisito that available in the UK
public sector could be damaging for Jersey. The Giiernment has, as a result of
the Hutton report, accepted that defined benefitasntinue across the public sector.
It would be harmful if Jersey offered a lesser jimms

It is also worth noting that PECRS is a participgnthe UK Public Sector Transfer
Club (“PSTC"). The PSTC is a group of some 120rgalalated occupational pension
schemes. Participating schemes in the PSTC agetethteir members can transfer
benefits on standard terms with the intention thare is no loss of value to the
member.

Membership of the PSTC allows easier movement aff stithin the public sector.
This is vital in helping Jersey attract public sea@mployees to transfer from the UK.
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Options for change

The TWG report set out various options for chadge; changes proposed have been
part of a fairly lengthy ongoing consultation areatiation process with the Public
Employees’ Pension Scheme Joint Negotiating GralNG). The JNG negotiates
pension provision for the majority of States emplkey and in the main is supportive
of the proposed changes.

The TWG, during the course of meetings, carefullgreined a wide range of relevant
factors, including —

Types of pension schemes:

= defined benefit schemes — Final Salary

= defined contribution schemes

= defined benefit schemes — Career Average Revalagurigs.
Particular issues relevant to design and choiceloéme:

= retirement age

= protection for current members

= contribution rates

= accrual rates

= indexation

= risk-sharing approaches for employer and employees

= risk-sharing — pre-2015 scheme

= risk-sharing — post-2015 scheme

= actuarial valuation methodology

= governance of the scheme.

Defined Benefit Scheme — Final Salary

The pension at retirement is defined, based omtingber of years of service and the
member’s final salary at retirement. However, tlyize of system is unfair, as final
salary schemes reward workers that move up thesicéadder faster than those that
don’'t. A high-flying employee could receive almostice as much in pension
payments per £100 of contributions than a low-flyer

In addition, we are on average living longer tharew the scheme was originally set
up in the 1980s. Someone retiring now at age 60esg@ect to spend around 40 to
45% of their adult life drawing a pension, compatedround a third in the 1980s.

The increased cost of longevity is significant1880, a 60 year-old male retiring was
expected to live to age 76. Based on a pension8@0D (excluding any pension
increases) he would draw around £136,000 fromd¢herse in retirement.

A 60 year-old male retiring in 2012 is now expectedive to age 87. Based on the
same pension of £8,500, he will take out £229,50tnfthe scheme in retirement.
Nearly £100,000 more than anticipated when therseheas designed.

This has made Final Salary Defined Benefit schaimesfordable for the future.
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Defined Contribution Schemes

Defined Contribution Schemes have the advantadeing the cost for the employer
and the member. There are, however, some signifttaadvantages.

A Defined Contribution Scheme is basically a schevhere contributions from both
the individual member, and usually the employee paid into a fund which is
converted into a pension on retirement by the msehof a contract to provide a
specified level of income for life on prescribednte (commonly known as an
“annuity”).

Although the contribution rate is fixed for the doyer and the member, the benefit
outcome for members is highly uncertain. The pen@owvhatever the invested funds
will buy, which can vary dramatically depending iowestment choices, investment
experience and the cost of buying a pension ateméint. It is possible that

2 members, with similar career patterns, retirirfgva years apart, could have pension
outcomes where one is double the other, even if tizel made similar investment
choices.

It is also the case that compared with Defined Besehemes, there is significant
inefficiency in Defined Contribution Schemes. Thestcof investment management
reduces the value of a member’s fund. Evidence fitemUSA suggests that the cost
of administering defined contribution schemes, agmgor decision-making by
individuals, can in some cases reduce the pensitmome by up to 40% compared to
defined benefit schemes.

The lack of certainty of outcome is unfair to memnsh@nd the inherent inefficiency of
the system in terms of pension outcomes has thenfpialt to be a waste of members’
and taxpayers’ money. For these reasons, Lord Huttmme to the conclusion that
defined contribution arrangements are not suitédaepublic service schemes. The
TWG agrees with this conclusion in respect of ihgasion in Jersey.

Defined Benefit Scheme — Career Average Revalued iBings (CARE)

All categories of members of PECRS have final galaenefits. In other words,
pensions are calculated based on the number of yadfapensionable service, the
accrual rate for the particular category, and pmradile salary close to retirement.

As explained earlier, in final salary schemes, meralvho experience relatively fast
wage growth benefit compared to those who do niaghét benefits for high-flyers,
relative to their contributions, are an inherertdee of final salary pension schemes.
This increase in pension is a significant hiddest agoherent in promotions close to
retirement. Lord Hutton concluded that ‘final sglaioes not provide the right design
for future public service schemes’.

What then is the appropriate defined benefit defigrthe future? A key feature of
final salary schemes is that each salary increlasates the pension entitlement for all
past service.

An alternative design, known as Career Average RedaEarnings (“CARE"),
addresses this issue. Under a CARE scheme, camnsuare made each year out of
pensionable earnings, and the scheme administratdcsilate how much pension
entittement has been acquired. This is done myiptyihg the pensionable earnings
against something called the accrual rate. At thé ef each year, the pension
entitlements acquired in previous years are redahyean amount linked to inflation.

At retirement, all of the revalued pensions forhegear of service are added up to
build the member’s pension entitlement. A salaigrease late in a member’s career
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only affects future pension entitlement; it hasefiect on pension benefits accrued in
the past.

Hence, pension entitlement is accrued accordinghtat is paid in for each year. An
increase or decrease in salary does not, unlikeabdalary scheme, affect the value of
pension entitlement arising out of previous yeaaary. It does not favour high-
flyers; it does not disadvantage those who seediblee working in the last years of a
long career.

For these reasons, Lord Hutton recommended CAREnsed for the UK public
service.

TWG Recommendations

The TWG recommended that a new CARE scheme couldd® the most appropriate
option for sustainable, affordable and fair pengammpublic employees in Jersey.

For current scheme members, the impact of a chémgareer average would be

mitigated by the maintenance of the final salamk fior those benefits built up before

they moved to the new provisions. This means that lienefits they receive at

retirement under their current arrangements woalbdsed on their salary at the point
they retire or leave the organisation, not whely theved to a new CARE scheme.

A move to a career average scheme from a finahsalze would mean that benefits
earned under a new CARE scheme would be calculates different way. The

pension would be based on an average of earningsafth year of work until the
member leaves or retires, rather than the lasty/ealary.

The Law

The draft Law does not of itself design the CAREh&ne. As with the existing
1967 Law for PECRS, it is an enabling Law, althoughe that goes into an
appropriate level of detail for providing the nesay statutory powers for the
eventual Regulations. The detail of this is exmddiin the Explanatory Note, and it
would not assist to go over the same ground heratWhould be emphasized is that
the draft Law upholds the principle that entitletnenpension accrued under PECRS
will not be altered by the pension reforms to bdarteken under the draft Law.

If the Law is approved by the States Assembly,auld be referred to Privy Council
for Royal Assent. Once Royal Assent is given, tlagvlwould not come into force
until such time as the draft Regulations (whichexahe detail of the Scheme and how
it will operate), and the Law’s Appointed Day Aateadebated and agreed by the
States Assembly.

Members of both the TWG and the Joint Negotiatimgup, who negotiate pension
provision for the majority of States employees,pup the lodging of this enabling
Law and look forward to playing a full role in rewing the draft Regulations where
the detail of the new arrangements will be set out.

Secondary legislation

Secondary legislation will follow by way of Regutats. The Regulations will cover
the detailed design of the scheme and how it vedirate, including aspects such as —

* Protection of accrued rights
¢ Scheme design
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« Eligibility for membership

e Accrual rates

« Employee contribution rates

e Employer contribution rates

e Contribution cap

< Additional voluntary contributions
¢ Pension increases during employment
¢ Normal retirement ages

e Optional retirement ages

e lll-health retirement arrangements
¢ Optional lump-sum

» Death-in-service benefits

» Benefits for widows/widowers/children/dependentsl@artners/
co-habiting partners

« Pension increases for deferred pensions

« Pension increases for pension in payment

e Actuarial reductions

« Methodology for dealing with surpluses and deficien
¢ Risk sharing

« Transitional arrangements.

Financial and manpower implications

The draft Law in itself does not result in any didaiial financial costs to the States.
The details of the CARE scheme design will be djgetin the Regulations. The Law
is an enabling Law, and it will be the details @méed within the Regulations that
determine any financial implications for the Stathsis planned that the scheme
design, to be specified in the Regulations, wityide a range of options which will
enable scheme costs to be managed. It is alsodedethat the scheme Regulations
will introduce an overall contribution cost cap.€Ttinal details of the scheme design,
and therefore any financial implications for that8s, will be agreed when finalising
negotiations.

The manpower and system design costs of implengentie new pension
administration arrangements, once agreed, will beby PECRS.

Human Rights

The notes on the human rights aspects of the Haaiftin Appendix 1 to this Report
have been prepared by the Law Officers’ Departmami are included for the
information of States Members. They are not, amdishnot be taken as, legal advice.
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APPENDIX 1 TO REPORT

HUMAN RIGHTS NOTES ON THE DRAFT PUBLIC EMPLOYEES
(PENSIONS) (JERSEY) LAW 201-

These notes have been prepared in respect of tifé Public Employees (Pensions)
(Jersey) Law 201- by the Law Officers’ DepartméeFfttey summarise the principal
human rights issues arising from the contents efifaft Law and explain why, in the
Law Officers’ opinion, the draft Law is compatibhath the European Convention on

Human Rights (“‘ECHR”) as implemented under the Huonkéghts (Jersey) Law
2000.

These notes are included for the information of Stas Members. They are not,
and should not be taken as, legal advice.

The draft Law primarily contains Regulation-makipgwers with respect to the

pension scheme that it establishes, and therdiere is little direct interference with

the ECHR provided for in its provisions. Strictlpesking, as the Law requires
Regulations to take effect, it is impossible foe thaw to violate rights established
under the Human Rights (Jersey) Law 2000, as agulRgons and any action taken
under those Regulations will be subject to annutnueidler the 2000 Law, unless the
Law of itself requires a human rights infringemenhere are 2 possible scenarios
which can be considered, but both are easily détit

Firstly, Article 2(3)(d) provides for the abilityptmake Regulations for retrospective
provisions; and secondly, Article 2 read in thehligf paragraph 8 of Schedule 1
makes clear that Regulations may provide for ftufei and suspension of pensions or
benefits. Such Regulations have the potential gage Article 1 of the First Protocol
of the ECHR (“A1P1"). Therefore, the draft Law Hasen considered as to whether
the power to allow such provisions to be made bguRsions is, in and of itself,
contrary to A1P1.

A1P1 provides that —

“Every natural and legal person is entitled to tpeaceful enjoyment of his
possessions. No one shall be deprived of his psiesesexcept in the public
interest and subject to the conditions provideddgriaw and by the general
principles of international law.

The preceding provisions shall not, however, in a@y impair the right of

the State to enforce such laws as it deems negessarontrol the use of
property in accordance with the general interestt@isecure the payment of
taxes or other contributions or penalties.”

The position of pensions as possessions within BEheopean Convention is not
definitive and is case-specific. It seems very rclibat a pension will be seen as a
possession, insofar as it represents contributimade by the member from his salary;
it is less clear that it would be viewed as a psesis® in respect of employer
contributions. The distinction between what isibttfable to employee and employer
contributions is doubtless important in terms dftifiying particular infringements of
pension rights — as has been the case with foréedfipensions before British courts.
For present purposes, we treat both employee ampdoger contributions as giving
rise to a pension. Both the retrospective and itoire provisions may allow a person
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to be “deprived” of pension they have accrued. &fwe, this may constitute a
potential interference with the ECHR if in all aimastances such Regulations would
contravene A1P1.

However, A1P1 is a qualified right, and therefdne draft Law may be considered
compliant with the ECHR if its provisions are irethublic interest and are subject to
conditions laid down by the Law as well as genpreiciples of international law. It is
considered, in this case, that the Regulation-ngagowers contained in the draft Law
are in the public interest, as they can be justifim economic and moral grounds.
They are also subject to conditions laid down l®y/lthw, as further Regulations, and
therefore scrutiny by the legislature, is requitedore any deprivation of a pension
can arise under the draft Law. Further, the reospe provisions are subject to
specific safeguards set out in Article 8, whichlides the need for consent from
affected member representatives before any retcospechange which has a
significant adverse effect can be made. Finallg, phovisions are considered to be
proportionate to the aims that they are seekingctieve. They provide the basis for
dealing with pensions issues which justifiably @arse, and do not of themselves
require any incompatibility either in future Redidas to be passed by the States, or
of a court adjudicating any disputes.

Therefore, the draft Law is considered to be comfgatith the ECHR
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APPENDIX 2 TO REPORT

LIST OF ADMITTED BODIES IN PECRS

Beaulieu Convent School

Brig-y-Don

Comité des Connétables

Family Nursing and Home Care (FNHC)

Jersey Advisory and Conciliation Services (JACS)
Jersey Competition Regulatory Authority (JCRA)
Jersey Data Protection Commission (JDPC)
Jersey Development Company Ltd. (ex-WEB)
Jersey Employment Trust/Workforce Solutions (JET)
Jersey Financial Services Commission (JFSC)
Jersey Gambling Commission

Jersey Heritage Trust

Jersey Overseas Aid Commission (JOAC)

Jersey Post

Jersey Telecom

Les Amis Incorporated (Including Maison Variety)
Parish of St. Brelade (including Maison St. Brelade
Parish of St. Clement

Parish of Grouville

Parish of St. Helier

Parish of St. Lawrence

Parish of St. Martin

Parish of St. Ouen

Parish of St. Saviour
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Explanatory Note

The Public Employees (Retirement) (Jersey) Law 1@6& “1967 Law”) established
by Regulations, the existing final salary pensiahmesne (the “1967 Scheme”) in
respect of which States of Jersey employees arndiesther employees (whose
employers are permitted to participate in this swhe are eligible to become
members.

This proposed draft Law would enable the Statesstablish, by Regulations, a new
defined benefits employee career average revalagings (“CARE”) occupational
pension scheme.

The draft Law sets out the Regulatory framework @@aunder which the proposed
new Public Employees Pension Scheme (“PEPS”) wopktate. The draft Law also

provides for certain transitional arrangementsd@bt in place to enable the transfer
of membership of the 1967 Scheme to membershife®3? The 1967 Scheme would
be closed to new members but would continue toatpdor the purposes of certain
members who, it is proposed under transitional Retig;ms, may have the option of

whether or not to remain in that scheme.

Article 1 defines words and expressions used throughoutrtfe lcaw. In particular,
“respective schemes” means the 1967 Scheme and. PEPS

Article 2 contains the main enabling power for the proposed pension scheme.
PEPS would be established under Regulations, knasiriScheme Regulations”
which would contain the provisions detailing theide of the scheme for the payment
of pensions or other benefits to States employeesher persons in respect of whom
the States consider it appropriate to provide [erssi

Article 2(3) provides that Scheme Regulations can make suchsjo as the States
consider expedient, subject to the requirementsigahn the rest of the draft Law. For
examples of Articles which limit the type of prowis that may be made, or which
require the Regulations to include a specific lafigrovision, see —

. Article 4 which requires the Regulations to make provisiboua the
terms and conditions on which members of the Cotemitof
Management are appointed;

. Article 5 which requires the Regulations to make provisionuakhow
money in the pension fund is to be used or invested

. Articles 6and 7 which require the Regulations to contain a medmani
for regular valuations of the fund and to provide & cap on the cost of
providing pensions and other benefits;

. Article 9 which contains requirements relating to the norpaision age
under PEPS.

The provisions which can be made include in pddigluasArticle 2(3)(a) says, any
matter set out in Schedule 1. This Schedule sdts mwwn-exhaustive list of matters
which can be included in Scheme Regulations. If @ten is not mentioned in
Schedule 1, this does not prevent it from beinduished in PEPS provided it is within
the powers given bxrticle 2(3)

Article 2(3)(b) provides that Scheme Regulations may also inckmigsequential,
supplementary, incidental or transitional provisiom relation to PEPS, the
1967 Scheme or any provision of the Laticle 2(3)(c)allows Scheme Regulations
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to make different provision for different purposes different cases, including
different provision for different descriptions aéggons. This is a common provision in
Regulation-making powers to ensure that they arerogpiately flexible.
Article 2(3)(d) allows Scheme Regulations to include provisionst thhave
retrospective effect (in relation to a period the¢cedes the Regulations coming into
force), subject tAArticle 8 (which sets out procedural requirements that applthe
exercise of the power to make retrospective promjsi For example, it may be
necessary to adjust PEPS to accommodate changekeinlegislation or where the
States do not want to delay the benefit of a palsicchange but need time to consider
the consequences and appropriate method of makiegchange. (The Teachers’
Superannuation (Jersey) Law 1979 contains an eguatvaower.) Article 2(3)(e)
allows Scheme Regulations to confer such functioms,discretionary powers or
duties (see definition of “functions” iArticle 1(1) as the States consider necessary
on such persons as may be specified in the Regudatlhis would permit the Chief
Minister or Treasurer of the States, for exammantke their own decisions within a
framework set by Scheme Regulations.

Article 2(4)allows Scheme Regulations to amend principal abdrslinate legislation
for consequential purposes. This power may be Bacgswhere legislation is
inconsistent with, or requires modification as assrjuence of, Scheme Regulations
or any provision of this Law. Consequential amentkfenay also be made to the
1967 Scheme Regulations as a consequence of aeyn8dRegulations that concern
provisions in this draft Law connected to the 1$8heme (seArticles 4and5).

Article 3 enables Scheme Regulations to include provisiorarming the admission
of certain employers to participate in PEPS. THectfof an employer’'s admission
will mean that the employer's employees may beildbgto remain or become
members of PEPS. An example might be where a ptibfiction of the States is
incorporated and becomes independent of directestatontrol. The newly
incorporated employer could be admitted to PEPSaanydformer States employees
who are transferred to the new employer would reanmaembers of PEPS. Scheme
Regulations could include provisions as to the seland conditions of admission
including measures to protect the fund in the ewfrdn employer being wound up.
The Regulations may also provide for employeesetmoime members of PEPS on an
“open” or “closed” basis. That is to say, PEPS ddw# open to all employees, or only
open to certain description or categories of emgdgy(i.e. closed to others).

Article 4 provides that the Scheme is managed by a Comnaittdnagement which
will be the same Committee of Management as thatbkished for the purposes of
managing the 1967 Scheme. From the day the Law s£ame force, the Committee
of Management would be responsible for managiny bie¢ 1967 Scheme and PEPS
in accordance with the provisions of Scheme ReguiatunderArticle 2 Where the
1967 Scheme Regulations make specific provisiorceaning the functions of the
Committee of Management, those provisions couldabeended undeArticle 2
Scheme Regulations (séeticle 4(3). Article 4(4) requires that Scheme Regulations
provide for the appointment of the Chairman and e of the Committee by the
Chief Minister on such terms and conditions aspaescribed in the Regulations. The
transitional provisions contained Article 10state that the persons who constitute the
Committee for the purposes of the 1967 Scheme|] sbakinue to constitute the
Committee for the respective schemes. Scheme Ramdamust ensure that no
conflict of interest exists at the time of appoietrth and while the Chairman or
member continues to serve. This provision would pivent a person who is a
member of the 1967 Scheme or PEPS from being a mwemibthe Committee.
Article 4(5)explains that a conflict of interest means a faiaor other interest which
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is likely to prejudice how a member carries outdridier duties (but not a financial or
other interest arising merely from membership oPBE

Under Article 4(4)(d) equal numbers of employer and member represeesatnust
be appointed to the Committee. Each category isnelefin Article 4(6) which
provides that employer representatives are perappeinted on behalf of employers
for the respective schemes, while member reprebesdaare persons appointed on
behalf of members of the respective schemes. To@goon does not mean that the
Committee will necessarily consist only of thesgr@ups. Other persons may be
appointed such as independent members, for example.

Article 5(1) declares that PEPS would be a funded schemeAdiule 5(2) provides
that the fund established for the purposes of 86 IScheme will also be the fund for
PEPS. Effectively there will be one fund into whiemd out of which, money will be
paid in respect of the 1967 Scheme and PEPS. Wher&967 Scheme Regulations
make specific provision concerning the operationhef fund, those provisions could
be amended undeArticle 2 Scheme Regulations (serticle 5(3). Article 5(4)
prescribes the matters which must be containedchrei®e Regulations concerning
how money in the fund is to be applied in paymdrmgemsions and expenses under the
respective schemes, and what is to be done witheyndor the purposes of
investment. Scheme Regulations may provide thapttwe approval of the Minister
for Treasury and Resources is required before mamape fund is paid to meet
expenses (seArticle 5(5). Article 5(6) provides that, if the Regulations require that
any money in the fund is paid over to the Treasuafahe States for the purpose of
investment, that money shall be taken to be mortéghwcan be invested by the States
pursuant to Article 6 of the Public Finances (Jgrdeaw 2005. Scheme Regulations
must also provide for the appointment of an actéiaryhe fund, investment managers
and custodians.

Article 6 would require Scheme Regulations to provide foul@gactuarial valuations
of the fund. The Regulations would specify key detan how valuations should be
carried out, including —

. how and when the valuation is to be carried out;

. the time periods over which a valuation will measthe fund’'s assets
and liabilities;

. the determination of data, methodology and assemptwhich may be

applied in respect of the valuation;

. the matters that must be covered by the valuaij@hich may relate to
the outputs that must be produced).

Article 7 would require Scheme Regulations to set an emplae member
contribution cost cap so as to maintain the cosproividing pensions and other
benefits under the respective schemes within taegpibed caps. The caps would be a
rate expressed as a percentage of the pensiorafliegs of the members who are
contributing into the respective schemes.

Article 8 provides a procedure to be followed when retrabpecprovisions are
included within Scheme Regulationgrticle 8(1)(a) provides that where such
retrospective provisions appear to the Chief Maristo have significant adverse
effects in relation to pensions in payment to,rordspect of, members of the scheme
or other persons in receipt of Scheme benefits) aespect of a member’s entitlement
to a pension, the Minister must first obtain thesent of those who appear likely to
be affected, either directly or through their reymmtatives (seeArticle 8(2).
Article 8(1)(b)provides that where the retrospective provisigogear to the Minister
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not to have significant adverse effects, but nogleds may have unfavourable effects,
the Minister must first consult those who appéeelli to be affected, either directly or
through their representatives, with a view to réaglagreement.

Article 9 provides that the normal pension age under PERSdvatange in line with
any change to the Jersey pensionable age. So, whaseonable age increases by one
year the relevant normal pension age would autaaigtiincrease by one year. The
increase would apply to all relevant benefits edinePEPS where the normal pension
age has been linked to pensionable age. This wlimthat if the Jersey pensionable
age changes, a member of PEPS will take theireerglevant pension entitlements in
that scheme at the new normal pension age, ingutiiose earned before the change
to pensionable age. It will not affect pension bigmehat were accrued before the
member transferred into PEPS from the 1967 Sch&hwse pension benefits may be
taken at the normal retiring age that applies & thember under the 1967 Scheme
(see further Article 11(2)(a) and (b)()) “Normal pension age” is defined in
Article 9(3)(a) as the age at which a person is entitled to receiveduced benefits
upon retirement. “Pensionable age” is definedAnticle 9(3)(b) by reference to a
person’s pensionable age as set out in the SoealrBy (Jersey) Law 1974Avrticle 2
Scheme Regulations may disapply the normal peregjenlink to pensionable age in
respect of certain members of the Scheme, andfg@edifferent normal pension age
that is to apply in their case.

Article 10 provides for the making of transitional arrangetsewhich would be
contained in Scheme Regulations, to deal with thensition between the
1967 Scheme and PEPS on the coming into force isflihw. The 1967 Scheme
would, on commencement of this Law, be closed @ neembers. However, that
scheme would continue to operate for the purposeentain specified members for
whom it is proposed would be able to exercise amopinder transitional Scheme
Regulations, as to whether or not to remain in 1867 Scheme. The transitional
Scheme Regulations would also, it is proposed,igeofor the automatic transfer of
the majority of 1967 Scheme members to PEPS. ThgulR#ons would contain
provisions protecting the accrued pension rightalbfl967 scheme members who
transfer to PEPS, and may make further provisiorceming the meaning of accrued
pension rights.

This Article also confirms that -

(@) members of the Committee of Management for 1867 Scheme will
continue to serve their term of appointment for therposes of
constituting the Committee of Management for thepeetive schemes;
and

(b) employers admitted to the 1967 Scheme will ented to be employers
admitted to PEPS for the purposes of any of theipleyees who are
members of the 1967 Scheme who transfer to PEPS.

Article 11 would apply to all members of the 1967 Scheme wanosfer to PEPS on
the commencement of this Law. The effect is to gmbpensions accrued under the
1967 Scheme so that when such a pension falls the® & member reaches normal
retiring age under the terms of the 1967 Scheney#iue of the pension would be
based on the member's earnings at the date thaigmerromes into payment.
Accordingly the members’ accrued 1967 Scheme pemgihits will not be subject to
a CARE calculation. This Article also sets out oth@rcumstances in which
1967 Scheme benefits would be based upon a persamiings at the point he or she
leaves PEPS. Scheme Regulations may make furtbgisfgn concerning the final
earnings protection link.
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Article 12 gives effect to Schedule 2 which would amend th671%w and other
enactments as a consequence of this Law.

Article 13 provides for the title of the draft Law and foitat come into force on such
day or days as are to be appointed by Act of tlaeSt Such an Act may appoint
different days for different provisions or purpases

Schedule 1This schedule contains a list of the type of psmri that may, in
particular, be included in Scheme Regulations madder Article 2 It is not an
exhaustive list, but an indication of what canmeuded in Scheme Regulations.

Paragraph 1 allows for Regulations to set out Betdithe persons who are eligible
for membership of the Scheme and the conditiortsayaly to eligibility.

Paragraph 2 provides a non-exhaustive list of sofmthe benefits payable under
PEPS, including pensions and benefits payable athd@cluding death in service).

Paragraph 3 provides a non-exhaustive list of sofrthe types of people to whom
benefits can be paid under Scheme RegulationseTdmdd include: active, deferred
and pensioner members and their surviving spoaseglspartners and dependants.

Paragraph 4 allows for Regulations to specify thed@tions which must be fulfilled
before making payments to members or other persons.

Paragraph 5 allows for Regulations to set out tfeumstances in which benefits can
be assigned to other persons and any restrictioissich assignment.

Paragraph 6 allows for Regulations to set out thecqulure for determining the
payment of lump sums on the death of a member.

Paragraph 7 allows for Regulations to specify @emaatters which the Committee of
Management, the actuary for the fund or the inveatnrmanager can make decisions
about.

Paragraph 8 allows for Regulations to set out how when accrued rights to a
pension, or a pension in payment can be forfeitesispended.

Paragraph 9 allows for Regulations to set out how averpaid benefits may be
recovered.

Paragraph 10 allows for Regulations to set out iprows for the making of
contributions by employers and employees, includiogtribution rates. Interest may
be charged on the late payment of contributiongtladr by employees or employers.

Paragraph 11 allows for Regulations to set out phecedure for revaluing the
earnings of active members of PEPS, where thosengarare used to accrue pension
benefits until those members leave pensionabldcger¥he revaluation could be by
reference to changes in prices or earnings overiagspecified in the Regulations.

Paragraph 12 allows for Regulations to set out iamsfers of accrued pension
“pots” will work and also any lump sum paymentstttan be made, in order to enable
pension benefits to be transferred into, out oheaiween schemes.

Paragraph 13 allows for Regulations to detail hbes fund will be administered and
managed, including investment arrangements antkgiraand how the fund would be
wound up.

Paragraph 14 provides a non-exhaustive list oftiogisions that may be included in
Regulations that relate to the administration angnagement of the respective
schemes, including the giving of advice and dimeddiby specified persons and the
provision and publication of specified information.

Paragraph 15 allows for Regulations to providetter functions of the Committee of
Management to be delegated, and for further dategaf such functions.
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Paragraph 16 allows for Regulations to providedomployers to make payments to
the respective schemes. This includes contributionthe administrative cost of the
respective schemes and additional payments whefaluae by the employer to
comply with obligations under the respective schentegs increased those
administrative costs. Interest can also be appiieter the Regulations.

Paragraph 17 allows for Regulations to provide ifmreases to pensions and a
mechanism for the calculation of such increases.

Paragraph 18 allows for Regulations to provide #@neingements may be entered into
between the States Employment Board and other gensloecognizing the pension
schemes provided by such employers as being equivia PEPS, and vice versa.

Paragraph 19 allows for Regulations to set outdfeps to be taken for resolving
disputes and appeals. Scheme Regulations may prdeidquestions of law to be
determined by the Royal Court.

Schedule 2vould make a number of consequential amendmerttset@967 Law and
other enactments as a result of the provisionkisfdraft Law.

Paragraph 1 sets out various amendments to thelE86as follows —

(@) Article 1 of the 1967 Law would be amended sot@ insert a new
definition to deal with the coming into force ofigh_aw, by Appointed
Day Act;

(b) Article 2 of the 1967 Law would be amended lsat tRegulations under
that Article —

. would only apply to members of the 1967 Scheme veine
members of that Scheme immediately before the comermeent
of this Law (because the 1967 scheme would be ¢ldgenew
members by virtue ofrticle 10 of this Law), and who do not
transfer to PEPS;

. could no longer make any provision concerning mexial
arrangements (because the67 Schemewill be closed) or in
relation to the administration of the 1967 Schemealise it will be
administered in accordance with Scheme Regulatiander
Article 2 of this Law. Any such provision may be made unither
powers contained iArticle 2(3)(b)(ii).

(c) Article 3 of the 1967 Law would be substitusaithat the Committee of
Management established for the 1967 Scheme anduti for that
Scheme, would continue as the Committee of Managearad the fund
in respect of the 1967 Scheme and PEPS by virtéatafies 4and5 of
this Law. Accordingly, Regulations under ArticleoPthe 1967 Law and
the provisions of Article 3 governing the managemesf the
1967 Scheme and fund would no longer apply, amatters concerning
the management of the joint fund for the purposkshe respective
schemes would be governed by Scheme Regulationsr émticle 2 of
this Law. Substitutedirticle 3(2) confirms that anything done under the
1967 Scheme Regulations in respect of the manageohéhat Scheme
immediately before the commencement of this Lawnat be affected.

(d) Article 4 of the 1967 Law would be amended sot@ prescribe under
Article 2 Regulations of that Law, the persons upgmom additional
obligations may be imposed. Notwithstanding tha¢ 967 Scheme
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would be closed to new members, there may be cstames where that
Scheme has to be extended to the admission of aengoyer who is
taking on former States functions. Some States @yepk may, as a
consequence, transfer to the new employer andyibathose employees
have remained members of the 1967 Scheme, thenconénued
operation of Article 4 would enable the new employebe admitted to
that Scheme for the purposes of continuing to p®vi967 Scheme
benefits to those employees.

Paragraph 2 would repeal the Public Employees ¢imvent of Fund) (Jersey)
Act 1972 as the provisions concerning the investmehthe fund would be set out in
Scheme Regulations made undeticle 2

The amendments set out in —
(&) paragraph 3 would amend the Telecommunicafidersey) Law 2002;

(b) paragraph 4 would amend the Employment of Staftdersey Employees
(Jersey) Law 2005; and

(c) paragraph5 would amend the Goods and Servitas (Jersey)
Regulations 2007,

by inserting references to the Public Employeesg®as) (Jersey) Law 201-.
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Draft Public Employees (Pensions) (Jersey) Law 201- Article 1

DRAFT PUBLIC EMPLOYEES (PENSIONS)
(JERSEY) LAW 201-

A LAW to make new provision in relation to pensions atider benefits
payable to or in respect of, certain employeesfandonnected purposes.

Adopted by the States [date to be inserted]
Sanctioned by Order of Her Majesty in Council [daddbe inserted]
Registered by the Royal Court [date to be inserted]

THE STATES, subject to the sanction of Her Most Excellent &4ay in
Council, have adopted the following Law —

Introduction

1 Interpretation
(1) Inthis Law, unless the context indicates otlise —

“1967 Scheme” means the pension Scheme establishatie Public
Employees (Contributory Retirement Scheme) (Jersey)
Regulations 1967

“1967 Scheme benefits” means a person’s pensidnisrigccrued under
the 1967 Scheme;
“1967 Scheme Regulations” means any of the follgWRegulations —

(@) the Public Employees (Contributory Retiremeahedne) (Jersey)
Regulations 1967

(b)  the Public Employees (Contributory Retiremeché&ne) (Existing
Members) (Jersey) Regulations 1989

(c) the Public Employees (Contributory Retirememhé&ne) (New
Members) (Jersey) Regulations 1989

(d) the Public Employees (Contributory Retiremeciié&ne) (General)
(Jersey) Regulations 198@and

(e) the Public Employees (Contributory Retiremechedne) (Former
Hospital Scheme) (Jersey) Regulations 2992
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Article 1

Draft Public Employees (Pensions) (Jeydeaw 201-

)

“2005 Law” means the Employment of States of JerBeyployees
(Jersey) Law 2005

“appointed day” means such day or days as thesSteaw by Act appoint
for the coming into force of this Law or a provisiof it;

“Committee of Management” shall be construed inoatance with
Article 4;

“employer” means —
(a) the States Employment Board;

(b) any employer who is admitted to the Schemeyantsto Scheme
Regulations under Article 2; or

(c) any employer who is admitted to the 1967 Schemesuant to
Regulations under Article 4 of the Public Employ¢Rstirement)
(Jersey) Law 1967

“functions” includes any powers or duties;
“fund” shall be construed in accordance with Aiél;

“Jersey Appointments Commission” means the Commissistablished
by Article 17 of the 2005 Law;

“Minister” means the Chief Minister;
“normal pension age” has the meaning given in Aatg;

“pensionable earnings” means a person’s earninggfeyence to which
a pension or other benefits under the Scheme &ralaizd,;

“pension rights accrued” shall be construed in eda&oce with
Article 10(6);

“pensionable service” in relation to the Schemeamseservice which
qualifies a person to accrue a pension or otheefiieunder the Scheme;

“prescribed” means prescribed by Scheme Regulatinder Article 2;
“respective schemes” means the 1967 Scheme argtttene;

“Scheme” means the Public Employees Pension Sclestadlished by
Scheme Regulations under Article 2;

“Scheme Regulations” has the meaning given in kr2);

“States Employment Board” means the States Emplaynioard
established under Article 4 of the 2005 Law.

For the purposes of this Law the following torde taken to be employed
by the States Employment Board, namely —

(a) officers referred to in Article 1(1)(a) to (dj the Departments of
the Judiciary and the Legislature (Jersey) Law 1965

(b) the holder of the office of Data Protection Quissioner (within
the meaning of Article 6 of the Data Protection r¢ég)
Law 2008°);

(c) the Greffier of the States and Deputy Gref@iethe States (within
the meaning of Atrticle 41 of the States of Jersaw 2005");
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Draft Public Employees (Pensions) (Jersey) Law 201- Article 2

(d) the Magistrate (and Assistant Magistrate) (imitthe meaning of
Article 1(1) of Magistrate’s Court (Miscellaneousrolisions)
(Jersey) Law 1949;

(e) the Master of the Royal Court;
(f)  police officers in the States of Jersey Pokc#ce;

() a “déléegué” as defined by Article 1(2) of theoil(1937) sur
atténuation des peines et sur la mise en libextéveilléé®
(a probation officer).

Provision of pensions

2 Pension Scheme

(1) The States shall by Regulations establish @iparscheme which shall
be known as the Public Employees Pension Scheméhdgpayment of
pensions and other benefits to or in respect of —

(@) persons or classes of persons who are emplbyethe States
Employment Board;

(b) other persons, or classes of persons, for wthanStates consider
it appropriate to provide pensions or other besefit

(2) In this Law, Regulations under this Article acalled “Scheme
Regulations”.

(3) Without prejudice to the generality of paradrdfp), Scheme Regulations
may, subject to this Law, make such provision as $itates consider
expedient including in particular —

(&) provision as to any of the matters specifie8c¢chedule 1,

(b)  consequential, supplementary, incidental, items&l or saving
provision in relation to —

(i) the Scheme,
(i) the 1967 Scheme, or
(i) any provision of this Law;

(c) different provision for different purposes omses (including
different provision for different descriptions dasses of persons);

(d) retrospective provision, subject to Article 8;

(e) confer on such persons as may be specifieth, fsunctions as the
States consider necessary or expedient for theopespof the
Regulations.

(4) The consequential provision referred to in geaph (3)(b) includes
consequential provision amending any enactment —

(a) for the general purposes, or any particulapgse of this Law;

(b) in consequence of any provision made by or utide Law;

(c) for giving full effect to this Law or any praion of it.
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Article 3

Draft Public Employees (Pensions) (Jeydeaw 201-

3 Power to extend application of Scheme

(1)

)

®3)

The States may make Scheme Regulations und@le®? that make
provision for the admission of certain employersptrticipate in the
Scheme and for their employees to become membéine &cheme.

Without prejudice to the generality of paradrdp), the Regulations may
include provision —

(a) specifying a description, class or categoryenfployer that the
Minister considers is appropriate to admit to ticbe3ne;

(b)  specifying the arrangements for admission ¢éoShheme;

(c) specifying the terms and conditions on whicteamployer and the
employees respectively may participate in the Seheror
specifying which terms and conditions must be doethin any
contract or agreement relating to admission toShkeeme under
this Article;

(d) so as to secure appropriate protection agaidditional costs or
risks to the Scheme that might result from —

() the admission to the Scheme of an employerisroh her
employees, or

(i)  the winding up or liquidation of the employer;
(e) imposing certain obligations on any person ag be prescribed.

A term and condition referred to in paragrap){d) includes a provision
specifying which of an employer's employees of dipalar description,
class or category are or are not eligible (as #s®cenay be) to become
members of the Scheme.

Governance and administration

4 Management of Scheme

(1)

(2)

®3)

(4)

Subject to paragraph (2), a Committee of Manage shall manage the
Scheme.

The Committee of Management established foptirposes of managing
the 1967 Scheme, shall, on the appointed day agntis the Committee
of Management (the “Committee”) for the purposesnanaging the
respective schemes.

Scheme Regulations under Article 2 —

(@) shall make provision concerning the discharfgin® Committee’s
functions in relation to the management of the eepe schemes;
and

(b) may amend the 1967 Scheme Regulations for tingopes of the
discharge of the Committee’'s functions in relatioa the
management of the 1967 Scheme.

Subject to Article 10, Scheme Regulations urdécle 2 shall —

(@) provide for the recruitment of the Chairmartted Committee and
members of the Committee;
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Draft Public Employees (Pensions) (Jersey) Law 201- Article 5

(b)  provide for the Minister to appoint the Chainmaf the Committee
and members of the Committee on such terms anditcorsl as
may be prescribed;

(c) make provision to ensure —

() that a person to be appointed as the Chairmamsoa
member of the Committee does not have a conflict of
interest,

(i) from time to time that none of the personsvaggy on the
Committee has a conflict of interest;

(d) provide for the Committee’s membership to ideguemployer
representatives and member representatives in agodiers.

(5) Inthis Law —

“conflict of interest” in relation to a person, nmsaa financial or other
interest which is likely to prejudice the persoesgrcise of functions as a
member of the Committee (but does not include anf@ml or other

interest arising merely by virtue of membershiptieé 1967 Scheme, or
the Scheme);

“employer representatives” means persons appoitttetie Committee
on behalf of employers for the respective schemes;

“member representatives” means persons appointdtet€ommittee on
behalf of members of the respective schemes.

5 Pension fund

(1) There shall be a pension fund for the Schemielwtor the purposes of
the Scheme, shall be the pension fund (“fund”) Wdistaed for the
purposes of the 1967 Scheme.

(2) The fund shall, on the appointed day, operatthe fund for the purposes
of the respective schemes.
(3) Scheme Regulations under Article 2 —

(@) shall make provision concerning the manageroétihe fund for
the purposes of the respective schemes; and

(b) may amend the 1967 Scheme Regulations for tingopes of the
management of the fund in so far as it operatethioipurposes of
the 1967 Scheme.

(4) Scheme Regulations under Article 2 shall makeipion —

(a) about what money must be paid into the fund;

(b) about how (including in what amounts) moneyhia fund is to be
applied —

() in payment of pensions and other benefits unties
respective schemes,

(i) for meeting the expenses of administering tlespective
schemes, and

(i)  for other purposes relevant to the respectigkemes;
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Article 6

Draft Public Employees (Pensions) (Jeydeaw 201-

©)

(6)

(c) about how money in the fund that is not for tinge being required
for the purposes mentioned in sub-paragraph (b), méth the
approval of the Minister for Treasury and Resourdtesinvested
by the Committee of Management;

(d) for the appointment of —
() an actuary for the fund,

(i) one or more investment managers, for the psegoof
managing and investing money in the fund, and

(i) one or more custodians, for the purposes ftofrisg and
safeguarding the assets of the fund.

Scheme Regulations may further provide that ang or more of the
matters referred to in paragraph (4)(b) shall bbjesut to the prior
approval of the Minister for Treasury and Resources

Without prejudice to the generality of paradrdg)(c), where Scheme
Regulations provide that money in the fund refeteh that paragraph,
is paid over to the Treasurer of the States fopimposes of investment,
that money shall be taken to be money to whichchatt(1)(b) of the
Public Finances (Jersey) Law 200&pplies.

Cost control

6 Valuations

(1)

()

Scheme Regulations under Article 2 shall previdr regular actuarial
valuations of the fund.

The Regulations may in particular make provisadout —
(@) how and when a valuation is to be carried out;
(b) the time in relation to which a valuation isi® carried out;

(c) the determination of data, methodology and mp$wns which
may be applied in respect of the valuation; and

(d) the matters to be covered by a valuation.

7 Contributions cost cap

(1) Scheme Regulations under Article 2 shall prevfiol —

(a) the setting of an employer contribution cosp aahich shall
operate as a cap on the cost of funding the pesmsamd other
benefits granted under the respective schemeg)uadtiole to the
employer; and

(b) the setting of a member contribution cost cdjctv shall operate
as a cap on the cost of funding the pensions aher dienefits
granted under the respective schemes, attributablethe
contributing members of the respective schemes.

(2) The caps referred to in paragraph (1) shallrdtes expressed as a
percentage of pensionable earnings of contributimgmbers of the
respective schemes.
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®3)

(4)

The Regulations may make further provision altoe action to be taken,
or the procedures to be followed to keep the cdsfuading the
respective schemes within the prescribed caps.

The expression “contributing members” means bemwho are making
payments towards the receipt of future pensionstber benefits and
includes members of the Scheme who are entitled rdceive
1967 Scheme benefits.

Supplementary

8 Procedure for retrospective provision

(1)

(2)

Where Scheme Regulations under Article 2 prepoaking retrospective
provision which appears to the Minister —

(&) to have significant adverse effects in relatmr

() the pension payable to or in respect of memhmrshe
Scheme or other persons in receipt of benefits wiite
Scheme, or

(i) the entitlement to a pension in respect of rhers of the
Scheme or other persons entitled to benefits urider
Scheme,

the Minister shall first obtain the consent of fersons specified
in paragraph (2); or

(b) not to have significant adverse effects as ifipdcin sub-
paragraph (a), but to have effects which may beeratise
unfavourable, the Minister shall first consult withe persons
specified in paragraph (2) with a view to reachaiggeement with
them.

The persons referred to in paragraph (1) are ftersons (or
representatives of the persons) in receipt of ntitled to benefits under
the Scheme who appear to the Minister to be likelpe affected if the
provision were made.

9 Normal pension age — link to pensionable age

(1)

)

©)

Subiject to paragraph (4), the normal pensianaicga person entitled to a
pension or other benefits under the Scheme mushdesame as the
person’s pensionable age.

Where a person’s pensionable age changesotiseguential change to
the person’s normal pension age must, under theerBehapply in
relation to all the benefits (including benefitsealdy accrued under the
Scheme) which may be paid to or in respect of tbesgn under the
Scheme and to which the normal pension age isaetev

In this Law —

(@) “normal pension age” in relation to a persoreans the age at
which the person is entitled to receive a pensiwteu the Scheme
(without actuarial adjustment and disregarding asgecial
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provision as to early payment of pension or othemdbits on the
grounds of ill-health or otherwise);

(b) “pensionable age” in relation to a person, rsedne pensionable
age of the person as specified from time to timehia Social
Security (Jersey) Law 1974

(4) Scheme Regulations under Article 2 may providg paragraph (1) does
not apply in relation to prescribed classes or wigtdon of person and
shall specify the normal pension age that is tdyajpprelation to such a
person.

Closing and transitional provisions

10  Closure of the 1967 Scheme and transitional prsions

(1) On the appointed day, no person is eligiblbdéoome a member of the
1967 Scheme and that scheme shall be declarediclose

(2) Notwithstanding Article 4(4), the persons wilimmediately before the
appointed day, constitute the Committee of Manage¢rastablished for
the purposes of managing the 1967 Scheme, shall —

(@) constitute the Committee (within the meaninghig Law); and
(b)  continue to serve their appointed term of effimtil —

(i) that period expires in accordance with RegalaB(3) of the
Public Employees (Contributory Retirement Scheme)
(General) (Jersey) Regulations 1986er

(i)  they resign, are removed from office or diegarlier).

(3) The persons to whom paragraph (2) applies| shal
(@) resign or be removed from office; or
(b) be eligible (or not, as the case may be) fameointment,

in accordance with Scheme Regulation under Arficle

(4) Scheme Regulations under Article 2 may, inipaldr, provide —

(@) for the transfer of a person’s membership ef 1867 Scheme to
membership of the Scheme on an automatic or optiasss; and

(b) in the case of a person whose membership msfeeed under
Scheme Regulations, for the protection of his er-he

()  membership accrued in respect of service, and
(i)  pension rights accrued,

under the 1967 Scheme up to and including the ddgré that
scheme is declared closed under paragraph (1).

(5) Any employer admitted to the 1967 Scheme whdhenappointed day
employs a person whose membership of the 1967 Stieemansferred
under Scheme Regulations under Article 2, shalltddeen to be an
employer admitted to the Scheme as if that emploger been admitted
to the Scheme under Scheme Regulations.
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(6)

()

(8)

The expression “pension rights accrued” inctudmy right to any
pension, lump sum or other benefit due to or impees of a person
described in paragraph (4)(b), but excludes angiapgrovision under
the 1967 Scheme as to the early payment of bemefitse grounds of ill-
health or otherwise.

Scheme Regulations under Article 2 may (withoptejudice to
paragraph (6)) make further provision in respecttloé meaning of
“pension rights accrued”.

Nothing in this Law shall be taken to affeat ttontinued operation of the
1967 Scheme in respect of any person whose menpeafstihat scheme
is not transferred under Scheme Regulations underé\2.

11 1967 Scheme — protection of link to final earnigs

(1) This Article applies to a person who immediateefore the appointed
day is a member of the 1967 Scheme and who, orappeinted day,
transfers to the Scheme.

(2) A person’s 1967 Scheme benefits accrued immngiabefore the
appointed day, shall be calculated by referentbd@erson’s —

(a) service accrued in respect of membership o186 Scheme; and
(b) final pensionable earnings received at thetgbim person —

(i)  reaches the normal retiring age at which hehe is entitled
to receive his or her 1967 Scheme benefits, nostatiding
that he or she remains in Scheme employment butselsato
receive those benefits at that point,

(i) leaves Scheme employment at any time aftechieg the
age referred to in paragraph (2)(b)(i), or leaves $cheme
on reaching normal pension age (if later), whereohshe
has decided to defer receiving his or her 1967 Behe
benefits until that point, or

(i) leaves Scheme employment at any other tiregardless of
whether or not he or she is entitled to receive dricher
1967 Scheme benefits (with or without the applaranf an
actuarial reduction) at that point.

(3) Scheme Regulations under Article 2 may makéhéurprovision about
linking a person’s final pensionable earnings tetz@rvice in respect of
the 1967 Scheme.

(4) The expression —

(@ “final pensionable earnings” means the highest average
pensionable earnings in a prescribed period, endirany of the

points described in paragraph (2)(b);

(b)  “normal retiring age” has the meaning giverwihichever of the

1967 Scheme Regulations applies in relation to alpee, or a

particular category of member;

(c) “Scheme employment” means an employment byeidf which a
person is entitled to be a member of the Scheme.
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12 Amendment of enactments
The enactments specified in Schedule 2 are amdndéd manner specified in

that Schedule.

13  Citation and commencement
This Law shall be cited as the Public Employeesngms) (Jersey) Law 201-
and shall come into force on such day or days estates may by Act appoint,
and different days may be appointed for differemvsions and for different

purposes.
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SCHEDULE 1
(Article 2(3)(a))

SCOPE OF SCHEME REGULATIONS: SUPPLEMENTARY MATTERS

Scheme Regulations under Article 2 may make prowigor —

1

10

the eligibility and admission to membership ot t&cheme, which
includes —

(& specifying who, of the persons in relation tbom the Scheme
Regulations may be made, is eligible for membership

(b)  conditions of eligibility;
the benefits which must or may be paid underSbeeme, which may
include —

(&) pensions and other benefits on leaving setaieehich the Scheme
relates (whether before, at or after normal penag®);

(b) pensions and other benefits payable on deathsérvice or
otherwise);

(c) discretionary payments and concessions;

the persons to whom pensions or other benefderuhe Scheme may be
payable;

the conditions subject to which pensions or obiesrefits are payable;

the assignment of pensions or benefits, includnegtrictions on
assignment;

where a lump sum becomes payable on the death wikember, to
determine —

(@) the recipients (whether individuals or perspns)

(b)  whether the lump sum is to be paid wholly t@ @acipient or in
parts to more than one recipient;

(c) whether the lump sum is to be paid in full tjzdlly or not at all;

specified matters to be determined by the Coremitf Management, the
actuary for the fund or any investment managers;

the forfeiture or suspension of pensions or benethether accrued or in
payment;

the recovery of overpaid pensions or benefits;

contributions, including —

(a) the making of contributions by employers andmipers of the
Scheme towards the cost of funding the pension#ret benefits
granted under the respective schemes;

(b)  contribution rates;
(c) interest on late payment of contributions;
(d) the return of contributions (with or withouteénest);
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11 the determination of the amounts of pension usttreach year by
reference to the member’s pensionable earninghanyear of service,
and the revaluation each year of the amounts tlwesued until the
member leaves pensionable service;

12  the payment or receipt of transfer values oemollimp sum payments for
the purpose of creating or restoring rights to s or other benefits
(under the Scheme or otherwise);

13 the administration, management and winding-upp@fund;

14 the administration and management of the reispecschemes,
including —

(a) the giving of advice or the issuing of guidabgethe Minister, the
Minister for Treasury and Resources or the Treasafréhe States
to the Committee of Management or to the States|&mpent
Board;

(b) the giving of advice by the Treasurer of that& to the Minister,
or the Minister for Treasury and Resources;

(c) the appointment of professional advisers;

(d) the provision of individual pension or othembét information to
members of the respective schemes or other penrsoaseipt of a
pension or other benefits under the respectiversebe

(e) the publication of information about the regpec schemes,
including —

(i) accounts,

(i)  funding, assets and liabilities,

(i)  membership,

(iv) employer and member contributions,
(v) administration and governance;

15 the delegation of functions, including —

(a) delegation of functions by the Committee of lsigement, the
Minister, the Minister for Treasury and Resourcesd ahe
Treasurer of the States;

(b) further delegation of functions by any delegate

16  the payment by an employer of —

(@) any costs relating to the administration of Soeheme;

(b) any costs incurred because of a failure byetingloyer to comply
with the employer’s obligations under the Scheme;

(c) interest relating to payments to be made bytueirof this
paragraph;

17  pension increases which may be payable outeofithd, including the
criteria upon which such increases are calculaed, the arrangements
for defraying the costs of such increases;

18 the entering into reciprocal arrangements witleoemployers;

19 the resolution of disputes and appeals (inclyttie referral to the Royal
Court of questions of law).
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SCHEDULE 2
(Article 12)

AMENDMENT OF ENACTMENTS

1 Public Employees (Retirement) (Jersey) Law 1967

(1) In this paragraph, “Law” means the Public Emples (Retirement)
(Jersey) Law 1967

(2) In Article 1(1) of the Law, before the defimti “Committee of
Management” there shall be inserted the followiafirdtion —

“‘appointed day’ means such day or days as theeStaay by Act
appoint for the coming into force of the Public Hoyees
(Pensions) (Jersey) Law 2&.or a provision of it; and”.

(3) In Article 2 of the Law —
(@) in paragraph (2) —
()  in sub-paragraph (b), the words “to be” shalldeleted, and
(i)  sub-paragraphs (g) and (i) shall be deleted, a
(b) paragraphs (3) to (6) shall be deleted.
(4) For Article 3 of the Law, there shall be sutegé&d the following Article —

“3  Management of fund and scheme

(1) The fund and the scheme established by theidP&vhployees
(Contributory Retirement Scheme) (Jersey) Reguiati®6?
pursuant to the powers conferred under Articlet®llson the
appointed day, be managed in accordance with Riéguamade
under Article 2 of the Public Employees (Pensiolidgrsey)
Law 201

(2) Nothing in this Article shall be taken to affemything done by the
Committee of Management or the Minister under Ratiphs
made under Article 2, in respect of the managemoérthe fund
and the scheme immediately before the appointed.day

(5) In Article 4 of the Law —

(@) in paragraph (2), for sub-paragraph (b) thdvall e substituted
the following sub-paragraph —

“(b) impose additional obligations on any person ragy be
specified, or specify any other manner in which hsuc
additional obligations shall be imposed on any such
person.”; and

(b) paragraph (4) shall be deleted.
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2 Public Employees (Investment of Fund) (Jersey) Ad972

The Public Employees (Investment of Fund) (Jers&g) 1972' shall be
repealed.

3 Telecommunications (Jersey) Law 2002

In Article 46(1), (2), (3), (4)(a) and (6) of theefecommunications (Jersey)
Law 2002% after the words “Public Employees (Retirementergay)
Law 1967*, there shall be inserted the words “or the Pul#imployees
(Pensions) (Jersey) Law 201-

4 Employment of States of Jersey Employees (Jersdygw 2005

In Article 36(3) of the Employment of States of skyr Employees (Jersey)
Law 2008° after the words “Public Employees (Retirementlergdy)
Law 1967% there shall be inserted the words “, the Publimpoyees
(Pensions) (Jersey) Law 2@1-

5 Goods and Services Tax (Jersey) Regulations 2007

In Regulation 6(3) of the Goods and Services Taxsgly) Regulations 2087
for sub-paragraph (a) there shall be substitutedatowing sub-paragraph —

“(a) the Committee of Management established utiieiPublic
Employees (Retirement) (Jersey) Law 1¥67%or the
purposes of managing the scheme established uhder t
Law and the scheme established under the Publiddyegs
(Pensions) (Jersey) Law 267~
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