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Second Reading of the Pensions Bill 2007
EXECUTIVE SUMMARY





EP08/07
The Occupational Pensioners’ Alliance (OPA) welcomes the publication of the Pensions Bill, which takes forward proposals outlined in the Pensions White Paper, Security in Retirement: towards a new pensions system.
In particular, the OPA welcomes a number of measures in the Bill that the organisation has been actively campaigning for, including restoring the link between the Basic State Pension and earnings, delivering a fairer deal for women and carers, and reducing the time it takes to build up a full state pension to 30 years for all.
Despite these positive developments, the OPA believes that the Bill does not go far enough to ensure future financial security for everybody.
Furthermore, the Bill does nothing to address the significant issues faced by today’s pensioners. The OPA is therefore calling on Parliamentarians to ensure that:
· The linking of the State Pension to earnings occurs before 2012
· Occupational pension schemes are safeguarded and encouraged
· Personal Accounts are implemented at the earliest opportunity

The Bill is due to have its Second Reading on Tuesday 16th January in the House of Commons. 
PROPOSALS
1. State Pension and S2P
The OPA welcomes the reduction in the number of years it takes to build a full basic State Pension for 44 years for men and 39 for women to 30 years for all. 
The OPA supports the Home Responsibilities Protection for carers of children or a sick or disabled people. This will reduce the number of qualifying years needed for a full basic State pension as from 2010 carers will be credited with a Class 3 National Insurance credit for each week in which they are a relevant carer.
The OPA and other pensioner organisations have fought for many years to reinstate the state pensions earnings link, which was abolished in the 1980s and were delighted that the Government took up this proposal in the White Paper.  However, the Government proposes to introduce the link to earning in 2012 at the earliest. This is at least two years later than the recommendations of the Pension Commission. Consequently, millions of pensioners will become poorer because of the slower rate of RPI increases as compared to the buoyancy of earnings.

Further, the Lower Earnings Limit (LEL) below which National Insurance contributions are not paid is currently linked directly to the weekly rate of the basic State pension and so increased mostly by the RPI. The Bill will remove this link so that the LEL will no longer automatically increase. Instead, any increase will be at the discretion of the Treasury.  The OPA oppose this move as it has the potential to disadvantage lower paid workers if the Treasury decide not to increase the LEL or increase it by less than the rise in the basic State pension.  The protection for lower paid workers will be removed by this proposal and more will potentially be drawn into NI payments.  It is important that an annual increase in the LEL must be maintained.
The Bill proposes to start the process to flat rate the S2P earlier that proposed in the Pensions White paper.  The White Paper says that “Accruals will start gradually to become flat rate at the same time as we start to uprate the basic State pension with earnings” – 2012 at the earliest.  Clause 10 of the Bill introduces the start of the flat rate process in 2010.  This should be opposed.

2. Occupational and Personal Pension Schemes

OPA has previously expressed concern that the Government is not doing enough to safeguard, strengthen and encourage occupational pensions schemes. The Bill has not significantly altered this view.
For example, the Government has proposed to allow pension scheme trustees to convert accrued Guaranteed Minimum Pensions (GMP) rights to normal scheme benefits. The conversion will be required to be as actuarially valuable as their rights prior to conversion. This will create difficulties for members, as it will be difficult to ascertain whether or not the conversion is reasonable.
The contracting out from Defined Contribution Schemes will be abolished.  The effect of this on individuals will be to reduce the amount of money paid in to a DC scheme, therefore resulting in a smaller final pension pot and an increase in National Insurance (NI) contributions as the employee will be back in the S2P.  It will therefore be important for employees to be informed in plenty of time of the effect of the changes on their pension from the  pension scheme provider and by HMRC when increased NI is paid together with a forecast of possible pension payable under S2P, particularly as the S2P becomes flat rate.  Whereas the OPA agree that Contracting Out is extremely complex and not understood, what replaces it must be fair and encourage more people to contribute to a pension and not merely be a cost saving exercise.
3. Personal Accounts Delivery Authority

The Pensions Bill includes clauses to enable the creation of a delivery authority to oversee Personal Accounts. According to the background notes on the Bill, the authority will “bring on board the expertise needed to design a successful personal accounts system which will provide people with a low cost, simple way to save”.  However, no further detail on Personal Accounts is given within the Bill, instead the Government has published a further White Paper – Personal Accounts: a new way to save.
Personal Accounts were a key element of the Pensions White Paper and OPA is extremely concerned that their introduction may be delayed given that the Bill only sets out plans to design the scheme. It is unfortunate that millions of people may miss out on the scheme due to this lack of urgency.
ABOUT THE OPA
The Occupational Pensioners’ Alliance (OPA) comprises members from 40 occupational pensioner organisations nationwide and represents the interests of over two million pensioners.  It, campaigns in Parliament, and at a local and constituency level, to protect and improve pensioners’ rights.
As existing pensioners, very many members of OPA will not benefit from the proposed pension reform, but they remain committed to a campaign to ensure future generations are guaranteed a decent standard of living in retirement.  OPA has called on other organisations to recognise that the future welfare of the country’s population is more important than protecting self interest.  
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