





financial advice before making any decision regarding your finances. For further
information, please contact your usual Smart Financial Planner.

Final ‘final salary’ schemes?

According to the Association of Consulting Actuaries, more than four in ten final
salary (defined benefit) schemes have been closed to new entrants during the past
five years. A further one in twelve have ceased accruing future benefits for existing
members, while a similar number have reduced the basis for future accruals.

Interestingly, only a quarter of firms with 250 or more employees currently auto-
enrol employees to their pension scheme (the level is just one in fourteen of firms
employing fewer people).

This is important, because the new NESTs (see above) start to come into effect
gradually from October 2012, starting with the largest firms, then moving down to
cover all employers.

What are NESTs?

NESTs are compulsory and will require employers automatically to enrol all employees
between 22 and state retirement age who earn more than a very modest amount
(probably something above £100 a week) into them. Employers will pay a contribution
of 3% of earnings based on a ‘band’ between this lower level and an upper level that
will be about six times higher. Employees will have to pay 4% and the government will
add 1% of ‘band’ earnings.

Employees will have the right to opt-out, but will need to do renew the decision every
three years. Employers have no alternative but to enrol people unless they have a
suitable workplace scheme that includes automatic enrolment (with an opt-out) and
employer contributions.

Great, so employees are all looked after ...

NESTs will be ‘defined contribution’, rather than ‘defined benefit’, so unlike old defined

benefit (or final salary) schemes, where the employee carried no risk at all and employers had to ensure there was sufficient money in
the scheme to pay benefits, the new defined benefit schemes place all the investment risk on the employee.

This means that employers can actually afford to be slightly more generous in some cases, because there is no ‘open ended’
commitment. On the other hand, there is no guarantee that there will be enough money at retirement to find an acceptable lifestyle.

Why have final salary schemes largely disappeared?

The rot started to set in many years ago when employers had to increase the level of guarantees they provided in respect of future
inflation, as well as showing any pension scheme deficit on their balance sheets. What is more, they were not allowed to create
massive surpluses within the scheme as a bulwark against future hard times.

What does this all mean?
The upshot is that NESTs are unlikely to be adequate on their own to provide a realistic retirement income, because the contribution
limits are too low.

So it is now incumbent on each one of us to ensure that we (and our employers) are investing sufficient for our own retirement -
especially since Gordon Brown'’s infamous £5 billion a year raid on pensions from 1997 onwards, which removed the ability of pension
scheme administrators to recover the 10% tax deducted from all UK dividend payments.

As with any form of investments, it is important always to seek independent financial advice before making any decision regarding your
finances. For further information, please contact your usual Smart Financial Planner.

RePosition Consulting

In this edition of SmartSolutions we have invited one of our preferred partners
offering an employee reward & benefits consulting service; RePosition Consulting
to write a brief for our readers.

Proprietor Philip Hutchinson says “success depends largely on the ability to
respond to the forces of change and marshal resources effectively. In common
with other support systems, reward and employee benefits either help drive
adaptation and success forward or can actively hinder it.”

One factor distinguishing “the best” performing organisations is the presence of a
well designed, effectively implemented reward and benefits strategy.

A good reward and benefits strategy achieves this in several ways:

« By aligning reward with critical business success factors, e.g. incentivising
entrepreneurialism or reinforcing diligent process adherence where
appropriate;

* By helping to manage a significant cost base and get value-for-money, e.g.
by eliminating unnecessary conflicts, distractions and cost spirals and by
effective budgeting;

» By reinforcing your desired culture, e.g. underlining the performance message;

* Improving recruitment and retention, e.g. through appropriate benchmarking
or, in the war for talent, complementing individual’s lifestyle choices; and

» Supporting career path initiatives.



Adding value to your business

Working with Smart Wealth Management we have developed a range of services ranging from full reviews to simple advice and delivery on
most areas of Reward and Employee Benefits. We can help you generate more contribution through targeted reward and benefits solutions,
enabling you directly to influence employee behaviour and therefore organisational culture — and help you win the war for talent.

This will also enable you to improve productivity and performance, improve earnings capability, increase value for money spent on reward
and benefits and improve the return on your investment.

We can also help you to understand, plan and monitor your reward and benefits investment enabling choice and flexibility. This will ensure
efficiency of process and management and help you provide benefits in a cost effective way for maximum impact. We offer value-added
innovation to your reward and benefits schemes and provide solid project management for any innovations introduced. This will ensure
increased engagement of your workforce, create and continuously improve both real and perceived value.

Our clients tell me that our treasure chest of experience and inclusive approach makes all the difference. Why not find out why?”

Philip Hutchinson
Managing director

For further information, please contact Sanjay Shah, Senior Partner at Smart Wealth Management LLP.
¥ Resolving workplace disputes

There has been a change in the way workplace disputes are resolved for cases where the

‘trigger date’ of the dispute is on or after 6th April 2009. As part of the changes, the ACAS code

of practice has been modified.

The new system will apply where the employer or employee has failed to comply with the

new ACAS code. Tribunals will also be able to award compensation for financial loss in certain
circumstances, rather than just awards for loss of earnings. This could even include damage to
an employee’s property as the result of actions of an employer.

The ACAS Code of Practice

The latest ACAS code of practice sets out principles that employers and employees should
follow. It does not represent mandatory steps - but employment tribunals will consider whether
any failure to follow the code is reasonable, taking into account the size and resources of the
business. It is if the code has not been followed (by either side) that the tribunals have the power
to increase or reduce the size of an award by up to 25%.

What are an employer’s options?

Going to court or an employment tribunal can be costly and time consuming; it is best avoided, if possible. Early resolution of potential
employment disputes is therefore to be recommended and should be undertaken by suitably trained line managers, for faster
resolution; it can also build confidence amongst employees, because they recognise that management is listening to them.

Mediation
Where internal resolution does not work, the next stage is mediation. This may be undertaken by a person within the organisation
(although not anyone involved in the dispute, of course) or by an external resource — where a charge may apply.

This process involves the activities of an independent and impartial third party, who aims to help the two parties resolve their
differences..
Provided that no claim has actually been submitted, ACAS also offers a free “pre-conciliation” service to employers and employees.

One way of minimising the risk of dispute is to provide a first class package of employee benefits that demonstrate to your workforce
that you recognise, appreciate and are prepared to reward their loyalty and effort.

As with any form of investments, it is important always to seek independent financial advice before making any decision regarding your
finances. For further information, please contact your usual Smart Financial Planner.
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