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Board 
5th February 2009
Final Budget Decisions 2009-10
PF 1310
Item No. 5
Purpose and summary
To consider the final budget and levy for 2009-10.
Key issues
· The Budget Statement is attached for final approval (Annex A).
· The budgets are as seen by the Board in December but with adjustments as set out in the paper.
· The Mayor’s response to the draft Budget Statement is due to be received by 31st January 2009.
· To determine the annual cost of living uplift (Annex E). 
Recommendation
That the Board 

· approve the budgets for income and expenditure, included in the Budget Statement for 2009-10;

· approve the levies for 2009-10 be made of £11,988,000 on all borough councils in Greater London and the City of London and £12,689,000 on all borough councils in Inner London and the City of London, in addition there is to be the pensioner sub-fund deficit funding of £7,000,000 on all borough councils in Greater London and the City of London; and that those authorities be notified accordingly and be provided with the information for council taxpayers set out in Annex C;
· approve, in accordance with section 3(1) of the Local Government Act 2003, the borrowing limit be set at £5m as the maximum amount the Authority can afford to borrow and that this limit be kept under review;
· approve the Budget Statement being supplied as a public document to the GLA and London local authorities, and other interested parties;
· determine the annual cost of living uplift to be applied from 1 April 2009 for LPFA staff; and

· indicate whether they wish officers to review the annual process for determining any annual pay uplift.
Report date: 28 January 2009
Lead Officer: Adrian Bloomfield
Compliance checks

	Governance issues:

This document is produced under Standing Order 14.

 
	Equalities impact: 

Equalities remain a key element of current strategy.



	Financial implications:
As reported.


	Social, environmental, health and ethical issues:

None identified.

	Legal implications:
As reported.

	Communication issues: 

No.

	Risk implications:
As reported.

	Other relevant / supporting documentation:

Annex A1 – Mngt exp’s and pension fund
Annex A2 – Residual liabilities
Annex A3 – Budget Statement 2009-12
Annex B – Key Legal Budget Issues

Annex C – Council Tax Payer Information

Annex D – Borrowing Limit

Annex E – Staff Pay Claim


Freedom of Information Act 2000 ~ LPFA Publication Scheme
This document appears in the Publication Scheme under:

	PUBLIC 
	Category: LPFA Financial Management

Class:      Financial planning
Topic:      Budget statement 2009-10



Final Budget Decisions 2009-10
1. The draft Budget Statement was considered by the Board in December and submitted to the Mayor for comment.  The formal response is included on the agenda.

2. The Budget Statement is largely the same as that seen by the Board in December, the most significant changes are described below.
3. The Management Expenses budget has been reduced by £80k from the level included in the draft budget.  The main reasons for this are considered below
· The pay budget has been reduced by the final decisions relating to the restructure of teams in the corporate resources area;

· The other expenses budget has reduced following the decision on the appointment of the actuary, and the reductions in costs secured through the tender process;

· The office expenses budget has reduced following the decision to bring in-house the provision of scanning; and

· The income budget has reduced (partly offsetting the savings above) following a further review of bank interest receipts, following the latest reduction in interest rates.
4. The budget now includes efficiency savings above the 3% target for 2009-10.  This is sensible given that it’s the first year the LPFA will delivering against a specific efficiency target, however it would be prudent to include the excess as a contingency rather than remove it from the budget.  Removing the full amount from the budget therefore presents a risk that we will not be able to manage within the budget, but I feel this is manageable given the level of reserves currently held.

5. A detailed efficiency plan is one of the strategic programmes for the LPFA in 2009-10, and this will identify specific efficiency savings, and be used to monitor their delivery.  This will therefore be a key document in managing the risk identified above inherent within the 2009-10 budget.

6. A provision for a pay award was included in the draft budget, however at the time no pay claim had been received from the Staff Side.  A pay claim has now been submitted for a settlement at 5% from 1 April 2009, underpinned by the NJC (main local authority settlement) award (see Annex E).  The impact of different levels of pay increase is considered below.
	Increase
	Pay
	ERNIC & Supn
	Total

	1%
	£38k
	£9k
	£47k

	2%
	£77k
	£18k
	£95k

	2.5%
	£96k
	£22k
	£118k

	3%
	£115k
	£27k
	£142k

	4%
	£153k
	£36k
	£189k

	5%
	£192k
	£45k
	£237k


7. The costs of the pay and grading review are reflected in the budget, with staff costs calculated on the basis of the new structure.  The pay and grading review is largely cost neutral, and it was planned that costs from the review would be met from within existing resources.  

8. The Board approved the establishment of a reserve on the management expenses budget using the underspend from 2006-07.  This has increased flexibility and it is proposed to transfer the forecast underspend during 2008-09 into the reserve.  An element of the reserve is identified for use to fund resources in the finance team for two years, with the remainder earmarked for any costs associated with re-structuring the LPFA to meet its objectives into the future.  The LPFA has no current plans to make redundancies, and has no policy in place to allow these, although options such as flexible retirement are currently available.
9. The IT capital budget is increased to £600k, as included in the draft budget.  This is to fund the implementation of a replacement pensions administration system, Altair.  This project is at the very early stages and a provisional view has been taken on the amount of costs that can be capitalised.  Further work is required to clarify the nature of the costs that will be incurred and decisions taken on whether these costs can be capitalised, or should in fact be charged to revenue budgets.  On this basis, approval is sought to transfer up to £100k from the capital budget into revenue budgets should some elements of Altair costs be identified as not chargeable to capital.  
10. The estimates for the Pension Fund continue to be volatile with uncertainty over both investment returns and transfer values.  This will continue to be monitored but is not expected to raise any significant issues for the 2009-10 budget – Investment Committee in particular will monitor the investments position.  

11. A statement of the key legal issues for the Board to consider in setting a budget was included in the paper on the draft budget and is provided again in Annex B to this report.
12. The legal issues also refer to the deadline for the issue of the levy before 14th February.  Whilst some general uncertainties will remain over the estimates included in the budget, these are not expected to change materially before the 14th and so it is the intention to issue the levy notices following the Board’s final decisions.
13. The overall key proposals on the levy as shown in Annex A2 can be summarised as follows

Greater London

£11,988,000 (a decrease of £378,000)


Inner London


£12,689,000 (a decrease of £90,000)


There is also the introduction of the pensioner sub-fund deficit funding as follows


Greater London

£7,000,000

14. The schedule of the levy distribution between Boroughs is not yet finalised as not all Boroughs have submitted their revised council tax base figures.  The schedule will be tabled.

15. In addition to the Budget Statement and formal levy data, it is intended to provide Boroughs with a short insert for inclusion in the information that they will be required to supply to council taxpayers in their area.  The proposed insert which the Board is asked to agree is in a similar form to last year and is set out in Annex C.

16. In accordance with section 3(1) of the Local Government Act 2003 the borrowing limit needs to be set for 2009-10.  It is proposed to be maintained at £5m as the maximum amount the Authority can afford to borrow, with this limit to be kept under review.  The details are at Annex D.

17. The estimates contained in the Budget Statement are in the opinion of the Head of Finance robust and the provision held in reserves adequate. 
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Budget 2009-10

Management expenses (£000)

2008-09 Year on year 2009-10 Budget 2009-10

Budget movement Draft Budget changes Budget

£000s £000s £000s £000s £000s

Board Expenses 156 5 160 0 160

Staff Expenses 5,696 (436) 5,259 (33) 5,226

Premises Expenses 1,287 (45) 1,242 0 1,242

Information Technology 759 (9) 750 (0) 750

Other Expenses 499 14 512 (27) 485

Office Expenses 628 (43) 585 (67) 518

Net Additional Income (149) (40) (190) 48 (142)

Use of Reserves (170) 70 (100) 0 (100)

Operational Expenses 8,705 (486) 8,219 (80) 8,139

Investment Management 9,287 (203) 9,084 0 9,084

Gross Expenditure 17,992 (689) 17,303 (80) 17,224
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Budget 2009-10

Pension fund (£000)

Budget Budget

2008-09 2009-10

£000s £000s

Contributions Receivable (179,323) (187,000)

Transfer Values Receivable (16,677) (25,000)

Contributions and Benefits (196,000) (212,000)

Pensions Payable 175,004 183,604

Retirement Grants 33,052 45,861

Death Grants 2,066 2,607

Transfer Values Payable 17,110 28,000

Refunds to Contributors 38 30

LPFA Management Costs 14,906 14,885

Benefits Payable 242,176 274,987

Return on Investments (50,833) (27,000)

Net (increase)/decrease in the fund (4,657) 35,987
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Budget 2009-10

Residual liabilities (£000s)

Greater London Inner London Greater London Inner London Greater London Inner London

Budget Budget Forecast Forecast Budget Budget

2008-09 2008-09 2008-09 2008-09 2009-10 2009-10

8,599 14,010 8,314 13,851 Non Funded Pension Retirement 8,428 14,075

406 23 367 8 Direct Costs 402 3

315 208 315 208 LPFA Management Expenses 315 208

9,320 14,241 8,996 14,067 Expenditure 9,146 14,286

(633) (633) Income from HEFCE (686)

(348) (178) (350) (100) Interest on Revenue Balances (270) (100)

(348) (811) (350) (733) Income (270) (786)

8,972 13,430 8,646 13,334 Net Expenditure 8,876 13,500

3,394 (831) 3,721 (734) Contribution to/(from) balances 3,112 (811)

12,366 12,599 12,366 12,599 Levy 11,988 12,689

Revenue Balances

(2,950) 1,125 (1,329) 1,815 Balance brought forward 1 April (Note 1) 112 1,081

3,394 (831) 3,721 (734) Contribution to/(from) Balance (Above) 3,112 (811)

5 (25) (2,280) 0 Contribution to Provision (Below) 0 0

449 269 112 1,081 Balance Carried Forward at 31 March 3,224 270

Provision

1,998 80 1,820 0 Provision held at 1 April (Note 2) 3,500 0

(1,993) (105) (600) 0 Movement predicted (3,500) 0

(5) 25 2,280 0 Contribution to/from Balances 0 0

0 0 3,500 0 Balance Carried Forward at 31 March 0 0




Annex B
Key legal issues for determining the LPFA’s budget and levy
Duty to Prepare a Draft Budget and Consult the Mayor of London 

LPFA is under a duty to prepare a draft budget statement for each financial year and specifying the amount of any levy, which the LPFA proposes to make on any class of authority in respect of that year and submit the statement to the Mayor on or before 31st December in the preceding financial year.

The above statutory requirement refers to the complete budget of the LPFA related to both pension fund and non-pension fund income and expenditure and not only to the non-pension fund expenditure required to assess the calculation of the levy.

Whilst, if the Mayor provides comments on or before 31st January, the LPFA must "have regard" to them before finally setting its budget and levy, it is not bound to follow such comments.  However, LPFA, when deciding whether or not to follow such comments, should act in accordance with the principles of reasonableness (as set out in the judgement in Associated British Picture Houses Limited v. Wednesbury Corporation (see paragraph on "Working Balances and Contingency Reserves" below).

Transactions of the Pension Fund
LPFA is under a requirement to credit to the Pension Fund for which it is the administering authority employers’ contributions, members’ contributions (other than those paid for additional voluntary contributions), capital money and investment income derived from the investment of the Pension Fund, and any other sums specified by regulations.

The regulations relating to the Local Government Pension Scheme specify the payments that may be made from the Pension Fund, e.g. pension benefits, transfer values, etc.  Any net sums not immediately required are to be invested in accordance with regulations.

Discretion to meet certain expenditure from the Pension Fund

The LPFA has a discretionary power to pay from the Pension Fund any costs, charges and expenses incurred administering the Fund.  This discretion does not extend to any expenditure incurred in connection with an FSAVC scheme or recoverable costs and charges under the Welfare Reform and Pensions Act 1999, Sections 23, 24 or 41).

Accordingly the LPFA needs to regularly consider whether or not to continue to exercise this discretion and to what extent, especially having regard to whether or not it is appropriate to charge all or any of this expenditure on the pension fund rather than to include it in it non-pension fund budget which will affect the level of its levy upon the London Boroughs and the City of London. Again such consideration should be exercised reasonably in accordance with the principles of the Wednesbury case referred to in the paragraph entitled "Working Balances and Contingency Reserves".

Non-Pension Fund Income and Expenditure 

The following key legal issues relate to the budget of the LPFA in respect of income and expenditure other than that to be credited to, or met from, the Pension Fund and in relation to the power to raise a levy to meet any net expenditure not to be met from the Pension Fund.
Power to Levy

The LPFA has the power to raise a levy or levies on local government bodies in Greater London to meet its “net expenditure”.  Net expenditure means “ all expenditure and costs incurred by the Authority less receipts (if any) but excluding any expenditure or costs payable out of, or receipts which fall to be credited to, the pension fund”.  

Levies may be made on the following classes of authorities: -

· all London Borough Councils and the Common Council of the City of London;

· inner London Borough Councils and the Common Council of the City of London;

· outer London Borough Councils.

Levies on each class of authority are to relate to the elements of net expenditure properly chargeable upon that class.  The amount to be paid by each authority is to be determined by reference to its council tax base.

A levy must relate to a financial year.  The LPFA cannot issue a supplementary levy but may issue a substituted levy (i.e. one lower than the original levy).  The levy is to be issued before 15th February in each year but may be issued earlier provided a reasonable balance is drawn between having the best information on which to base the levy and the desirability of giving billing authorities as much notice as possible.

General Principles

In formulating its budget for each financial year, the LPFA should have regard to the following general principles: -

· It must exercise its statutory powers and duties for the purposes for which they were enacted and must comply with the requirements of all relevant enactments;

· It is under a duty at common law to act reasonably in the Wednesbury sense (i.e. it must take into account relevant factors and no irrelevant ones and must not come to a decision that is irrational);

· It has to comply with its duty properly to administer the Pension Fund in accordance with the applicable legislation and its fiduciary duty to promote the financial interests of the pensioners, members and employers of the Fund;

· It has a general fiduciary duty to the council taxpayers of the authorities upon which any levy is to be raised to strike a fair balance between the financial interests of those taxpayers and the interests of those who will benefit from the expenditure or the foregoing of income. 

Working Balances and Contingency Reserves

Any budget needs to be capable of meeting unexpected fluctuations in income and expenditure. It is, therefore, necessary for the LPFA to make appropriate judgements on any financial uncertainties possibly affecting the budget and to make provision for any 
working balances and/or contingency reserves it considers appropriate to provide for those uncertainties.    A further relevant factor is the power of the LPFA to borrow temporarily against sums due to it but not yet received (see paragraph below).
In considering the need for and amount of any such balances and reserves, the Authority must act reasonably (as set out in the judgement in Associated British Picture Houses Limited v. Wednesbury Corporation), i.e. to take into account all relevant considerations, ignore irrelevant ones and in doing so it must not come to a decision so unreasonable that no reasonable body would come to it.  In addition the Authority has a fiduciary duty to the council taxpayers (and non-domestic ratepayers) of Greater London (or of outer London Boroughs or inner London Boroughs as the case may be) to fairly balance the need to raise a levy to meet such balances and reserves against the financial interests of the relevant council taxpayers and ratepayers.
Determination of Affordable Borrowing Limit and Power to Borrow Temporarily

The LPFA may borrow money for the purpose of its non-pension fund statutory functions and for the prudent management of its financial affairs (except in relation to the pension fund).    It is required to determine and keep under review the amount of money it can afford to borrow (“affordable borrowing limit”) and in this connection must have regard to the Prudential Code issued by CIPFA.

The affordable borrowing limit may be increased by the amount of any payment, which is due to the LPFA and has not received by it (provided that debt has not already been taken into account in determining the affordable borrowing limit).

Agency Services

The LPFA provides agency services to a number of London Boroughs and to the London Fire and Emergency Planning Authority.  The LPFA must consider the terms of payment of such services and should operate a fair and equitable charging regime designed not only to recoup its marginal additional costs in providing the services but also to provide (so far as reasonably possible) a contribution to LPFA’s overheads so as to share the benefits of its provision of these services to the advantage of the Pension Fund and in reducing the levy.

Residual Employer Liabilities
There is no change in the position with regard to the residual employer liabilities (following Counsels’ advice obtained in 1994/5 as to their legality) and the budget and levy should continue to be determined on the basis that the LPFA will remain liable to meet these payments.

[This summary of key issues reflects advice given by Nabarro Nathanson in January 2006 with a further review carried out in December 2008]

Annex C
Council tax information – 2009-10PRIVATE 

The LPFA is not required to provide information to accompany the demand notice sent to council taxpayers by each billing authority.  However, it is proposed that the following be supplied to them with the levy notice as relevant information to be communicated to council taxpayers.
	
The London Pensions Fund Authority raises a levy each year to meet expenditure on premature retirement compensation and outstanding personnel matters for which LPFA is now responsible and cannot charge to the pension fund.  These payments relate to former employees of the Greater London Council, the Inner London Education Authority and the 

London Residuary Body.


For 2009-10, the income to be raised by levies is as 
follows:


Inner London
£ 12,689,000        (-0.7%)



Greater London
£ 11,988,000        (-3.1%)



Total

           £ 24,677,000        (-1.2%)

20091-0 also sees the introduction of funding to address the deficit in the LPFA pensions sub-fund (previously partly funded by additional pension contributions), as follows:
Greater London
£7,000,000


	

	

	


Based on the experience of past years, the inclusion here of LPFA contact details results in enquiries directed to us which only relate to borough matters and not the levy, so they have been omitted this year.  

However, if you do receive any queries on this levy, please direct them to the LPFA at Dexter House, 2 Royal Mint Court, London EC3N 4LP 
~ Tel: 020 7369 6013 









~ Fax: 020 7369 6111 









~ E-mail: corporate@lpfa.org.uk
In light of the above please do not publicise these details.

Annex D
Borrowing limit
Legal background
Affordable borrowing limit 

LPFA sets an annual borrowing limit with the duty to set an affordable borrowing limit and to do so by reference to the CIPFA Prudential Code. The statutory requirement is contained in Section 3 (1) of The Local Government Act 2003 Act.

Section 3 of the 2003 Act

Subsection (1) provides that ‘A local authority shall determine and keep under review how much money it can afford to borrow’. The purpose of such a determination is in effect to limit the power of a local authority to borrow to the amount of its affordable borrowing limit as determined under Section 3.

Subsection (8) provides that a local authority’s function under subsection (1) shall be discharged only by the authority; in LPFA’s case the affordable borrowing limit must be determined by the Board.

The effect of Section 3 is therefore that LPFA Board is under a duty to make a determination of the Authority’s affordable borrowing limit.

The Prudential Code for capital finance in local authorities
The prudential capital finance system relies on the provisions of Part 1 of the Local Government Act 2003.

Objectives

The key objectives of the Prudential Code are to ensure within a clear framework that
· capital investment plans of local authorities are affordable, prudent and sustainable 

· treasury management decisions (notably borrowing for capital expenditure ) are taken in a manner which supports affordability, prudence and sustainability

Affordability is implied in relation to the council tax.  Prudence and sustainability is implied in relation to external borrowing

Prudential Indicators 

To demonstrate that authorities have fulfilled these objectives, the Prudential Code sets out the indicators that must be used and factors to be taken into account.  The Code does not include suggested limits or ratios as these are for the local authority to set.

The prudential indicators for the forthcoming year and following years must be set before the beginning of the year. They may be revised at any time, following due process, and must be reviewed and revised if appropriate, for the current year when the prudential indicators are set for the following year.

Analysis 

In all material respects, the authority is not affected by the practice and the Code.
1. LPFA levies finance the payment of statutory compensation following the abolition of the former GLC and ILEA. The levies are not a function of capital financing decisions. 

2. The Authority does not borrow to fund either annual running costs or capital investment (met from revenue). 

3. The Authority has an integrated treasury management strategy in which investments are managed in accordance with the Code of Practice for Treasury Management in Public Services published by CIPFA.

Temporary Borrowing

In the context of the 2003 Act, there is power for the Authority to borrow temporarily against future income yet to be received by it provided the delayed receipt of such future income was not taken into account in the setting the affordable borrowing limit.

This power is now contained in Section 5 of the Local Government Act 2003 which applies to LPFA by virtue of Regulation 32 of the Local Government  (Capital Finance and Accounting) (England) Regulations 2003. 

Duty to determine an affordable borrowing limit 

Whilst the LPFA’s lack of need to undertake external borrowing renders much of the Code inapplicable to it, the legislation still imposes a duty to set an Affordable Borrowing Limit. LPFA should demonstrate proper consideration so though the Authority does not generally need to borrow, other than for temporary purposes, a notional amount of £5m is proposed.

The Head of Finance reports that the Authority has had no difficulty in terms of limits formerly set, nor, are any difficulties envisaged for current or future years. This view takes into account current commitments, existing plans and proposals in the budget report.  In accordance with Section 3(1) of the Local Government Act 2003 (the duty to determine an affordable borrowing limit) the borrowing limit be set for 2009-10 at £5m as the maximum amount LPFA can afford to borrow and keep this limit under review.

Annual pay uplift

Summary

The purpose of this report is to provide the Board with background information both about external indicators (see appendix 1) and the LPFA process for determining the annual pay uplift. Also attached is a comprehensive report from LPFA Staff Representatives with proposals for this year and future years (see appendix 2).

Internal Context

Across the whole local government sector, it is normal for staff to be on incremental pay scales which provide for annual incremental progression depending on performance of around 2 – 3% until the individual reaches the top of their scale. Despite moving onto a new pay structure at LPFA, some 32% of staff are at the maximum of their scales and will not receive any increment in 2009. In addition, it is normal practice to award an additional cost of living uplift for all staff.

Until 2007 there was no formal procedure for determining the annual pay uplift and discussions frequently drifted with decisions being delayed until late in the year with the consequential problems of staff morale and additional administration related to back-pay.  In 2007 the Staff Committee (Management and Staff Representatives) agreed a procedure which is set out in appendix 1. This allows a number of indicators to be considered as well as the LPFA’s overall reward strategy and its financial circumstances.  In addition, as a result of the reward project, consideration is also taken of the Hay Industry and Services sector pay data.  The reward strategy set the benchmark for pay at the upper quartile of the London Industry and Services sector.

As Board members will be aware the LPFA operates in a highly competitive market place in terms of its third party administration which is over 50% of its business. Margins are slim and the majority of costs are staffing.  In 2007 LPFA launched two programmes one aimed at reviewing working practices and the other aimed at modernising the LPFA’s management approach to ensure a more commercial focus.  Subsequently this year there are a number of programmes which link closely including:  introducing a new pension administration system to replace Axis as well as work flow and imaging systems, an efficiency drive to reduce costs by at least 10% by 2011/12 and a restructure which will take account of the former initiatives as well as reflecting the conclusions of the reward project.

The pay and terms of conditions of employment for many local government services' workers is determined by the National Joint Council (NJC) for Local Government Services. These NJC salary scales are also widely used in the voluntary sector. Alternatively, many London local authorities use the inner and outer London pay spines under the agreement made within the Greater London Provincial Council (GLPC) in 2000.  These pay spines had London weighting consolidated into them and are increased each year in line with NJC pay settlements.

In the past, the LPFA has been keen to maintain as much flexibility as possible over pay arrangements and not to link to one individual pay arrangement such as NJC, Hay etc.  Although this has been seen as a key criteria in our ability to respond appropriately to market circumstances, in practice local pay arrangements in the local government sector tend to follow the NJC award closely and in the past two years, the Board have given undertakings to review their local settlement were the NJC to settle for a higher percentage uplift.

For future years, it is suggested that the Board may wish to review their pay policy in the light of experience.

External Context

This year has seen tremendous change in the past 6 months from rising inflation to a position of potential deflation.  Pay settlements which were based on earlier indicators or tied into decisions made in 2007 are higher than the market would currently justify.

The latest average earnings index, as published in December, showed that growth in average earnings for the whole economy was 3.6 per cent in the year to October 2008, up from 3.1 per cent in September. Growth in earnings in the local government context includes both incremental progression and cost of living uplift.

In the private sector, average earnings growth was 3.6 per cent in the year to October 2008, up from 2.9 per cent in September. In the public sector, where bonuses are rare, average earnings growth has fallen to 3.7 per cent in the year to October 2008, down from a revised 4.0 per cent the previous month. 

Average earnings growth in manufacturing was 2.5 per cent in October, down from a revised 2.9 per cent in September. The growth rate was up on the previous month’s figures in all other sectors in the year to October 2008. Average earnings growth in private sector services showed the largest increase at 4.0 per cent in the year to October, up from 3.1 per cent in September. 

December’s key indicators demonstrate clearly the changing environment:  RPI 0.9%, CPI 3.1%, contrasting with the respective November figures of 3.0% and 4.1%.  

In addition many organisations are reported to be freezing or cutting pay as well as making large numbers of staff redundant. This is across all sectors, however, it is being felt keenly in the financial services sector.

On 14 January, the Trade Union Side of the NJC formally tabled a pay claim for 2009/10 for, "...an increase of at least the level of retail price inflation, with additional salary increases for the lowest paid". The unions were informed that the employers would not be making a formal response to the claim until both the arbitration process and regional pay briefings were concluded, which would be end of March at the earliest. This claim was prepared before the release of the December indicators.

Informal advice from other local authority officers indicates that authorities are budgeting for pay increases of around 2% in 2009 although those authorities that have two year deals or longer may be budgeting up to 2.5% or 3%..

Proposal from Staff Representatives

The proposal from staff representatives is attached. Again this paper was prepared before the release of the December indicators and proposes that the cost of living uplift be set at the same level as received by LGPS pensioner members in April 2009 (5%) and underpinned by any deal secured by the NJC for a period of 3 years.

Corporate Management Team (CMT) views

The paper presented by the Staff Representatives was received and discussed formally at the Staff Committee on 19 January 2009, without any conclusions being drawn.  The Corporate Management Team has also considered the paper but in the light of the new December indicators. The views of the CMT ranged from 2 – 3% depending on a number of factors. These included the implementation of the new pay structure, the current economic situation and the recent loss of two tenders because of price.

In the past, LPFA has tended to have regard to the September RPI level, which is the figure used to inflate index linked pension payments and tends to be used for index linked third party administration contract prices, and the prevailing level of CPI and RPI at the time of the decision. The relevant September RPI increase was 5.0%.

Recommendation

It is recommended that the Board consider this report and accompanying documents:  appendix 1 which sets out the formal procedure for considering annual uplift and appendix 2 the Staff Representatives proposals.

Specifically, the Board is recommended to 

1. Determine the annual cost of living uplift to be applied from 1 April 2009 for LPFA staff pay

2. Indicate whether they wish officers to review the annual process for determining any annual pay uplift. 
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