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CHANGES TO IBM UK PENSION PLANS
As a result of the 1986 Social Security Act, membership of IBM Pension Plans will no longer be compulsory for regular employees.  From 6 April 1988 employees will be free to leave their company plan(s) to join the State Earnings Related Pension Scheme (SERPS).  From July 1988, they will be able to join a Personal Pension Plan (see below).  This gives employees the option to take responsibility for their own pension arrangements.

Benefits
Regular employees have already received the IBM Pension and Life Assurance Plans Handbook, which explains in detail the benefits payable through IBM's plans.  The handbook can be used as a point of reference when comparing benefits from the IBM Plans with the new alternatives.

SERPS currently Provides a pensionp based on salary, equivalent to a maximum of 25 percent of the earnings between the State Upper Earnings Limit (EUL) and the State Lower Earnings Limit (LEL).  From April 1988 these figures will be 15,860 pounds and 2,132 pounds respectively.

In the vast majority of cases the IBM C plan benefit over a full career will be substantially in excess of the SERPS benefit over the same period. 
For example, with pensionable earnings of 15,860 pounds the maximum pension under C plan would be about 11,250 per annum pounds compared with SERPS pension of 3,432 pounds per annum. C plan also pays substantial pensions to dependants in the event of death.  Employees considering opting out of IBM C plan to join SERPS should consider very carefully the potential loss of benefit, versus any saving in contributions, as detailed below.

From 1 July 1988, a Personal Pension Plan will allow employees to choose an investment contract with a financial organisation such as a bank, building society or insurance company.  Contributions are invested to build up a fund which is used to buy a pension on retirement.  The amount of pension payable will depend upon the investment and, unlike the IBM main plans and SERPS, is not related to final salary.  A leaflet containing further details will be issued to all employees in May 1988.

Contributions
From 6 April 1988, the employee contribution rate for SERPS will be a net two percent of earnings between the LEL and UEL.  This compares with a gross employee contribution rate to C plan of four percent of pensionable earnings above the LEL.  The table below gives examples of the cost of membership of C plan compared with that of SERPS, for a variety of salary levels at current marginal tax rates.

NET MONTHLY EMPLOYEE CONTRIBUTIONS


SALARY
C PLAN POUNDS
SERPS
COST OF C PLAN


POUNDS
(POUNDS)

(POUNDS)
ABOVE SERPS


PER ANNUM



(POUNDS)


 8,000
14.28

 9.78
 4.50


18,000
38.61

22.88
15.73


28,000
47.42

22.88
24.54

NOTE:
Net figures have been used to show a like for like comparison with SERPS.  Personal circumstances, such as an individuals tax position may cause these rates to vary.  When looking at the additional cost of C plan consideration should be given to the benefits it provides in comparison with those from SERPS as outlined in earlier paragraphs.

If you decide to transfer to SERPS, IBM has a legal obligation to contribute a minimum amount to that scheme.  However, IBM makes a substantial contribution towards the IBM C and N Plan benefits over and above what it would have to contribute if you were a member of SERPS.

Leaving the IBM Plans
Before employees consider leaving the IBM plan, it is important that they fully understand the implications of doing so.  The cheapest option now may well turn out to be poor value at retirement, or in the event of death.

Should anyone leave one of IBM's main plans and, at a later date, decide to rejoin, they may do so once, but they may only join a plan which is open to new members.

Current contributors to SERPS who would hitherto have had to join C plan on reaching age 25 will be allowed up to six months from their 25th birthday to decide whether or not to join C plan.  After this, they may only join an IBM main plan once.

Any employee joining or rejoining an IBM plan other than within the first six months of joining IBM or on reaching age 25 as stated above, will be required to provide evidence of good health.

Any employee considering leaving the IBM plans to join SERPS can contact the Pension Services department for further information.  Contact points are listed in the IBM Pension and Life Assurance Plans Handbook, or the NOSS directory system under PENSION*.

It is recommended that those employees considering a transfer to SERPS should first consult an accountant or other independent financial adviser.  It is important to ensure that the adviser does not hold a vested interest.  Furthermore, any such advice is a personal matter and as such must be at the expense of the employee concerned.  As you are already in an IBM pension plan, IBM is not in a position where it can provide you with impartial financial advice.

If you do not wish to change your current arrangements, no action is required.

Those employees who wish to leave or join a main plan, should obtain a form from the Pension Services department, North Harbour, telephone 7254497, NOSS id: SCARBRP at NHBVM8.  The form should be returned by the 17th of the month prior to leaving or joining the plan, although any employee wishing to leave the plan in April 1988 will be given an extended deadline to 17 April with contributions adjusted and SERPS membership backdated to the 6 April.  Employees who have reached age 25 and who would have to join C Plan compulsorily on 6 April, will be contacted individually.

The normal retirement age for all IBM employees remains at 63 years, subject to the following exception.  The retirement age for employees who currently belong to N Plan will remain at 65 years for men and 60 to 65 years for women.  However, in the event of such men and women joining C Plan, their normal retirement age will change to 63 years.

Qualifying Periods of service
Previously, IBM pension benefits were not available until a member had belonged to a main plan for at least five years.  From 6 April 19881 this will be reduced to two years, with the effect that after the two year qualifying period:

-
if a member dies, a spouse’s and dependant's pension could be paid;

-
if a member leaves the plan, some benefits may be transferable; and

· no refund of contributions will be available for beavers.

Further communication
A leaflet outlining the choices available to employees from 1 July 1988 will be issued during May 1988.  The Pension and Life Assurance Plans Handbook will subsequently be updated to take full account of the changes in legislation and IBM's plans.

For further information, refer to the Pension and Life Assurance Plans Handbook, Glossary, Facts and Figures section.
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