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Dear Colleague

NEW ARRANGEMENTS FOR REDUNDANCY PAYMENTS IN NHSSCOTLAND 
Summary
1.
I wrote to you on the 26 October and 6 November this year to advise that agreement had been reached in partnership at a UK level on the reform of arrangements for redundancy payments in the NHS.  

2.
The new arrangements apply to all directly employed NHSScotland staff.  All such staff will be entitled to receive a redundancy payment where they have at least two years continuous service.  
New arrangements 

3.
Those staff who are either under the minimum pension age or are over the minimum pension age but are not members of the NHS pension scheme in Scotland will receive one month’s pay per year of reckonable service up to a maximum of 24 months pay.  

4.
Staff who are members of the NHS pension scheme in Scotland and are over the minimum pension age can opt for either a redundancy payment as described in paragraph 3 above, or early retirement with no actuarial reduction to their NHS pension.  The cost of the early retirement option will be met from the amount of redundancy payment which would be due had that option been taken, and where the capitalised cost of early retirement is less than the redundancy payment, the balance will be paid to the member of staff.  Where the capitalised cost of the early retirement is higher than the redundancy payment due, the employer shall pick up the balance of the cost.

22 December 2006
______________________________

Addresses
For action

Chairs, NHS Boards and Special Health Boards

Chief Executives, NHS Boards and Special Health Boards 

Directors of Human Resources, NHS Boards and Special Health Boards.

For information

Members, Scottish Terms and Conditions Committee
Members, Scottish Partnership Forum

Members, Scottish Workforce and Governance Group

Members of Scottish Pension Review Group

Members, Scottish Pay Reference and Implementation Group 

______________________________

Enquiries to:
John Provan

Workforce Directorate: Pay and Pensions

GF Rear 

St Andrew’s House

EDINBURGH EH1 3DG

Tel: 0131-244 4192

Fax: 0131-244 2837

E mail

John.provan@scotland.gsi.gov.uk
5.
The arrangements as described in paragraph 3 above are effective from the 1 October 2006.  The arrangements as described in paragraph 4 above are effective from the 1 December 2006.  Any redundancies which have taken effect since those dates should be re-calculated under the new arrangements and any backpayment made as appropriate.  
Transition Arrangements
6.
Staff over 50 with at least five years’ pensionable service in the NHS pension scheme made redundant with effect from a date between 1 October 2006 and 30 November 2006 will have their pension benefits calculated on the basis of the former (pre 1 October 2006) arrangements.

7.
Staff over 50 with at least five years’ pensionable service in the NHS pension scheme made redundant with effect from the 1 December 2006 have a choice between payment under the new arrangements or accessing pension benefits under transitional arrangements, which are as follows;

· From 1 December 2006 to 30 June 2007, staff will receive an enhanced pension no worse than they would have received had they been made redundant on 30 September 2006.

· From 1 July 2007 to 30 September 2011 pension enhancements will reduce until there is no enhancement available from 1 October 2011.

Guidance

8.
To aid understanding of the new and transitional arrangements, the following comprehensive guidance has been prepared-
· A briefing for employers outlining the key changes and what employers need to do.
· The revised section 16 of the Agenda for Change terms and conditions outlining the new arrangements in more detail.

· A ready reckoner with guidance notes for employers to support estimates of payments under the new arrangements.

· Broader guidance on handling retirement and redundancy.

9.
The above mentioned guidance can be accessed at www.nhsemployers.org/pay-conditions/pay-conditions-1451.cfm.
10.
As previously stated, the arrangements as described above apply in full to all directly employed NHSScotland staff.  The terms and conditions of those staff not covered by Agenda for Change will be revised to reflect this in due course.    

11.
You may wish to note that the relevant amendments to the NHS pension scheme and premature retirement compensation scheme in Scotland will come into force on 22 December 2006, with effect from 1 December 2006.  You will be advised of this separately by the Scottish Public Pensions Agency. 

Scottish Ministers’ approval 

12.
Employers should implement this agreement, which has been approved by the Scottish Ministers under regulations 2 and  3 of the National Health Service (Remuneration and Conditions of Service) (Scotland) Regulations 1991 (S.I. 1991/537).  A copy of the formal approval is attached.
Action
13.
NHSScotland Health Boards and Special Health Boards should ensure that this agreement is implemented.  Employers are asked to make their own arrangements for obtaining additional copies of this letter, which can be viewed on www.show.scot.nhs.uk/sehd/publications.asp.

Yours sincerely
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ALEX KILLICK

Associate Director for Workforce

Employment and Retention


NATIONAL HEALTH SERVICE 

APPROVAL OF REMUNERATION AND CONDITIONS OF SERVICE 

In accordance with regulations 2 and 3 of the National Health Service (Remuneration and Conditions of Service) (Scotland) Regulations 1991 (S.I. 1991/537) the remuneration and conditions of service set out in the attached Scottish Executive Health Department letter of 22 December 2006 - NHS Circular PCS(RED)2006/1 - in respect of the reform of the arrangements for redundancy payments for all directly employed NHSScotland staff, are hereby approved for the purposes of the said Regulations.
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ELINOR MITCHELL 




Associate Director for Workforce 




Planning and Development 

Scottish Executive 

Health Department 

St Andrews House 

EDINBURGH

EH1 3DG

22 December 2006
 
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