ANNEX B


The operation and financial consequences of  the expiry of FTAs, early retirement and retirement and resignation in the interests of efficiency and effectiveness 
Introduction

1
This Annex records agreements made by the Chief Officers’ Committee of the PNB on:

(i) the financial consequences of leaving the service after the expiry and non-extension of an FTA;

(ii) key aspects of efficiency and effectiveness proceedings, unsatisfactory performance proceedings (UPP) and early retirement procedures for chief officers;

(iii) the financial consequences of early retirement; and

(iv) the financial consequences of requirement to resign or retire in the interests of efficiency and effectiveness (including due to unsatisfactory performance procedures).

Current financial consequences of expiry of FTAs

2.
At present, chief officers whose FTAs expire and are not extended are not eligible to any formal payment in compensation.  This means that the expiry and non-extension of a FTA has a significant impact on a chief officer – not only in terms of career prospects, but also financially.

3.
Chief officers whose FTAs expire and are not extended before they have completed 30 years’ service receive less generous pension benefits than if they had completed 30 years’. This is because, under the Police Pensions Regulations 1987, only those officers who leave after 30 years’ service or on compulsory retirement (which must be on the grounds of efficiency, age or ill health) can receive a full uncapped commutation (tax-free lump sum) of one quarter of their pension (see Annex 1 for a breakdown of the effect that this has on pensions and commutations).  (For example, a chief officer with a final salary of £100,000 who retired after 30 years’ service would be eligible to receive a commutation of £241,668, while a chief officer with the same final salary whose FTA expired after 29 years’ service and was not extended would be eligible for a commutation capped at £142,500, a difference of almost £100,000.)

Where Police Authorities decide not to extend FTAs before the completion of 30 years service

4.
It is agreed that  from 1 April 2004 police authorities are to give chief officers a minimum notice period of six months period if they do not intend to extend an FTA. 

5.
As far as compensating those chief officers with less than 30 years’ service who do not take up a new appointment is concerned, due to pensions regulations, different provision has to be made for officers according to their age and length of service.  Agreed arrangements for compensation payments are set out below.

(i) Chief officers aged over 50 and with 25 years’ service or more (but less than 30 years’ service) are eligible for an immediate pension.  However, the commutation of a chief officer in this position is  capped as illustrated above in paragraph 3. In this situation chief officers will from 1 April 2004 receive a payment comprising the proportion of the difference between the commutation that they are eligible for at the time of their retirement and the commutation they would have received on completing 30 years’ service (this payment would be taxable).  The proportion will be between 50-95%, depending on how many years the chief officer had served (a chief officer with 29 ½  years’ service will be eligible for 95%, a chief officer with 29 years’, 90%, a chief officer with 28 ½  years’, 85%, a chief officer with 28 years’, 80%, a chief officer with 27 ½ years’, 75%, and so on).  A breakdown of the amounts that chief officers will be eligible to receive (before tax) is at the Annex 1.

(ii) Chief officers aged over 50 with less than 25 years’ service are, under the current pension regulations, not eligible to receive a pension until 60.  From 1 April they will be allowed to claim an actuarially reduced pension immediately unless, for whatever reason, they want to wait until they can claim their unreduced pension at 60.  Police authorities will also grant those claiming an actuarially reduced pension a compensation payment of 6 months’ pensionable pay and those waiting until they can claim their full pension at 60 a compensation payment of 12 months’ pensionable pay (these payments will be capped so that no chief officer would be able to receive a payment of more than half the amount that they would have earned by the time they reach 60).

(iii) Chief officers aged under 50 cannot retire and claim their pension until they reach the age of 60. From 1 April 2004 police authorities will have a discretion to give them a compensation payment of between 12 and 18 months’ pensionable pay. There will be a requirement for chief officers to return all or part of their compensation payments if they rejoin the service within two years of the expiry and non-extension of their FTA: if they rejoin the service within a year they would be required to pay back all of their compensation payments; if they rejoin the service within more than a year but less than two years they would be required to pay back half their compensation payments.

6.
Police authorities should consider some additional support to chief officers for job-hunting and training.

7.
The arrangements set out in paragraphs 5 and 6 apply only to those chief officers whose FTAs are not extended (any chief officer who turned down an extension would not be entitled to any additional payments).  There would be nothing to prevent these people from applying for other chief officer posts in the service.

Early retirement for chief officers and its financial consequences

8
In order to bring the provisions for chief officers more closely into line with those used elsewhere in the public sector, a voluntary early retirement scheme for chief officers is hereby agreed. At present, chief officers cannot give notice to their police authority and retire with a pension unless they are 55 or over (in which case they can retire with three month’s notice). This is inconsistent with the ranks below ACPO, where officers can retire with one month’s notice if they are over 50 and have more than 25 years’ service. From 1 April 2004, any chief officer aged over 50 will be able to retire with six months’ notice (although they could agree a shorter notice period with their police authority), except where the individual is subject to misconduct, unsatisfactory performance, inappropriate conduct or efficiency and effectiveness procedures.  If a chief officer in this situation has over 25 years’ service, they can retire with an unreduced pension; if they have less than 25 years’ service they can retire with an actuarially reduced pension.  Chief officers will receive no compensation payments if they chose to take voluntary early retirement.

9
 Chief officers may also be required to retire in the interests of the efficiency and effectiveness of the force under section 11 of the Police Act 1996 (as amended by sections 30-33 of the Police Reform Act 2002). The protocol for the implementation of sections 30-33 of the Police Reform Act 2002 will reflect the ways in which the legislation could be used for early retirement.  Chief officers leaving the service in this way would be eligible for an immediate, unreduced pension plus an uncapped commutation, as is set down in the current pensions regulations. 

Unsatisfactory performance procedures (UPP) for chief officers

10.
It is agreed that UPP arrangements for chief officers should be introduced  and be consistent in operation with those elsewhere in the service for police officers.  

11. Like the provisions for early retirement this is to be achieved  via the legislation for suspension and removal in the interests of efficiency and effectiveness.  The protocol on the use of these powers under sections 11 and 42 of the Police Act 1996 reflects this.

Financial consequences of  action taken under sections 11 and 42 of the Police Act 1996 (as amended by sections 30-33 of the Police Reform Act 2002)

12 Chief officers may be required to resign or retire in the interests of the efficiency and effectiveness. Chief officers leaving in the interests of efficiency and effectiveness (including those leaving due to unsatisfactory performance) may be required to resign rather than retire, unless they have 30 or more years’ service. However, in some cases, the police authority and Secretary of State may take the view that retirement would be more appropriate. Chief officers required to retire will, under the pensions regulations, be eligible to an immediate, unreduced pension plus an uncapped commutation. 

13.
Chief officers required to resign will be dealt with according to the Pensions Regulations.  This would bring them in to line with the ranks below ACPO: under The Police (Efficiency) Regulations 1999, officers below ACPO rank whose performance is found to be unsatisfactory can be required to resign, but not to retire; however, if they have 30 or more years’ service, they can retire in the interests of efficiency under Regulation A19 of the Police Pension Regulations 1987.

14.
However, for chief officers, those who are required to resign will be eligible to a compensation payment of up to 18 months’ pensionable pay, subject to the approval of the Secretary of State in cases where the police authority instigates the action, or as advised by the independent inquiry where the Secretary of State instigates the action. Police authorities would meet the costs when they instigate the action. However, where the Secretary of State instigates the action, the relevant Government department would meet the costs. 
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