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Scottish Parliament Infor mation C entre l ogo 

The Scottish Parliamentary Pensions Bill 
 

Bill Number:  SP Bill 14 

Introduced on: 22 September 2008 

Introduced by: Alasdair Morgan MSP (Committee Bill) 

Passed:  22 January 2009 

Royal Assent: 25 February 2009 

 

Passage of the Bill 

The Scottish Parliamentary Pensions Bill [SP Bill 14] was introduced in the 
Parliament on 22 September 2008. On 27 June 2007 the Scottish Parliament 
had agreed by resolution to the establishment of the Scottish Parliamentary 
Pension Scheme Committee, to make recommendations for a Committee Bill 
to replace the Scottish Parliamentary Pension Scheme rules.  That Committee 
carried out a Consultation on the terms of the pension scheme and Reported 
on the Bill‟s draft provisions. 

Following this consideration, the Bill was debated at Stage 1 (general 
principles) on 12 November 2008. The Bill was passed, following a Stage 3 
debate held on 22 January 2009. This was done without amendment as no 
amendments were lodged at Stage 3. 

Purpose and objectives of the Bill 

The instrument setting out the then Scottish Parliamentary Pension Scheme 
was transitory and transitional. The new legislation was passed in the context 
of a raft of changes to pensions law generally and the fact that the previous 
scheme was set to expire in April 2011. According to the Explanatory Notes to 
the Bill (Para. 14), if the existing scheme was not replaced it, “…would create 
uncertainty about how parts of the 1999 pensions order comply with tax rules 
[under the Finance Act 2004].” 

This, read in conjunction with s81 of the Scotland Act 1998, compelled the 
Scottish Parliament to pass new primary legislation. However, the new 
legislation is intended to cover more than Parliamentary Pensions including, 
as it does, provisions relating to grants to office holders and rules on the 
payment of resettlement grants. The reasoning behind this, as the Scottish 
Parliamentary Pension Scheme Committee 1st Report noted (para. 225-9), 
was that the current Grants Order raised age-related discrimination issues. It 
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was considered reasonable to consider the Grants Order in light of equal 
opportunities legislation because, while grant payments are not made from the 
pension fund, there is a linkage to ill-health retirement criteria. 

Provisions of the Bill 

Management 

The Bill provided for the appointment, conditions, remuneration, resignation 
and removal of Fund trustees to perform the management function previously 
carried out by the Scottish Parliamentary Corporate Body (SPCB). 

Members contributions 

The accrual rate of 1/50th of final salary for each year of reckonable service 
would, under the Bill, change to 1/40th if the member so chose. Exercising that 
choice would be associated with an increased contribution to the scheme by 
the member, set at a rate which would fully fund the improvement (11% of 
salary, as opposed to 6% for a 1/50th accrual rate). 

Transfers, additions and commutation 

As was the case under the previous scheme, although now in line with both 
the Finance Act 2004 and the Pension Schemes Act 1993, the Bill will allow 
for transfers into and out of the scheme, but only to and from another 
registered scheme. 

Under the Finance Act 2004, a person who is a member of a tax-registered 
scheme, may exchange (commute) part of their pension entitlement for a tax 
free lump sum called a “pension commencement lump sum”. This option was 
available under the previous scheme, independent of the Finance Act 2004. 

The Bill provided that added years may be bought based on a member‟s 
service and salary as an MSP or by instalment, and is subject to certain 
conditions. Under the previous scheme, the contribution limit was set at 15% 
of a member‟s salary; this was raised to 20%. At the same time, the option to 
make additional voluntary contributions under the SPPS, was removed. 

Age and payment of pensions 

Under the previous scheme, early retirement was not possible without 15 
years reckonable service. Under the Bill, if a member elects to take early 
retirement, their pension will be reduced by 4% for each year below age 65 at 
which the individual retires. This should be seen in the light of the Finance Act 
2004, which raised the minimum pension age from 50 to 55 for members of a 
tax-registered occupational pension scheme, effective from April 2010. 

The previous rules provided for the pension that would be payable at age 65 
to be payable before normal retirement age if an MSP member is unable to 
adequately perform their duties due to ill health. The Bill provided for changes 
in line with the Finance Act 2004 to require evidence that the member is, and 
will continue to be, incapable of carrying out their occupation and that periodic 
reviews  should follow all ill-health pension awards (as recommended by the 
Committee Stage 1 Report, para. 142). Members with a terminal illness would 
be allowed to commute their pension entitlement for a lump sum under certain 
conditions. 
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As was pointed out in para. 27 of the Scottish Parliamentary Pension Scheme 
Committee 1st Report, “As a result of the taxation changes in the Finance Act 
2004, from 6 April 2006 scheme members are prevented, on reaching age 75, 
from receiving a tax-free lump sum on retiral, receiving tax relief on 
contributions or payment of a tax-free lump sum after death in service.” The 
Committee recommended (recommendation 10) that participating 
membership of the pension scheme should no longer be available to those 
age 75 and over; and that, “Scheme participants should be able to commute 
part of their pension into a tax-free lump sum immediately before age 75 
whilst still serving as an MSP or officeholder or both” (Recommendation 18). 
These recommendations were accepted. 

Under SPPS rules, where a member dies while still in service a gratuity was 
payable at three times salary. Under the Bill, this was increased to four times 
salary. 

Following the Pension Scheme Committee recommendation, the previously 
separate arrangements for the First Minister and Presiding Officer were 
closed to new incumbents by the passage of the Bill, such that pension 
provisions are the same as for all other officeholders under the new scheme 
rules. 

Family members 

Provisions for spouses‟ and civil partners‟ pensions remain unchanged in the 
Bill, except on re-marriage or cohabitation and where a participating member 
dies within six months of marriage, in which case, unlike the previous scheme, 
under the Bill the pensions continue for life rather than terminate with those 
events. 

The Bill provides that a qualifying partner may be the deceased‟s spouse, civil 
partner, or a person who qualifies under the rules as an “unmarried partner”. 
Under the rules, the deceased should have notified the Trustees as to the 
identity of that person, which will give the surviving partner the same 
entitlement as a surviving spouse. 

The annual partner‟s pension is payable at 5/8ths of the deceased‟s scheme 
pension entitlement. 

Parliamentary consideration 

At Stage 1, the Parliament agreed unanimously to the general principles of the 
Scottish Parliamentary Pensions Bill. 

At Stage 2, nine largely technical amendments were agreed to without 
division, principally to tidy up the terms of the Bill and to allow members who 
reached 75 between Royal Assent and the „new rules day‟ six months later, to 
benefit from the new lump sum provision in the Bill. 

The rest of the Bill remained in its „as introduced‟ state and the long title was 
agreed to. The Stage 3 debate was held on 22 January 2009. No 
amendments were lodged at Stage 3. 

Murray Earle 
Senior Researcher 
19 October 2010 
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