This is the text of an open letter to Steve Webb, in his role as Pensions Minister.

18 July 2010

Dear Mr Webb,
 

The Association of Members of IBM UK Pensions Plans (AMIPP) was heartened by your appointment as Pensions Minister.  Over many years you have demonstrated your understanding of pensions issues, and a willingness to talk to groups like the Occupational Pensioners’ Alliance in clear language.
 

You know that the most fundamental aspect of occupational pensions is the promise that pension, once earned, will be delivered.  Without this promise, to be broken only in the most extreme of rare circumstances, the savers faith in saving would be fatally undermined - what point in saving if the pension you will get delivered can be less than you were told it would be when you did the saving?  Formally, the promise has been regulated by what is known as Section 67.  
 

AMIPP is appalled by the suggestion of the introduction, with your blessing, of regulations that would override Section 67 and legitimise CPI as a replacement for RPI in calculations of increases for final salary occupational pensions, where the deeds do not allow that.
 

Whether CPI or RPI will prove to be a better measure of future pensioner inflation experience is a relevant issue for increases on pension yet to be earned.  We note the systemic mathematical effect which, as the Office for National Statistics explains in its CPI Technical Manual, biases CPI to be 0.5% less than RPI, and we note the strong influence of Council Tax on pensioner inflation.  AMIPP would have welcomed being consulted on this issue.
 

However, whether CPI or RPI is a better measure of pension inflation is not a relevant issue for private occupational pensions already earned - the issue there is whether the regulations will maintain the strength of the Section 67 promise to deliver what has been earned.
 

AMIPP urges you to make clear that Section 67 has your full support.
Yours sincerely,

Brian Marks  (Chairman, the Association of Members of IBM UK Pensions Plans)













