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2nd January 2009
	Addressees Below

	Our Ref:


Your Ref:



Dear Colleague,

LOCAL GOVERNMENT PENSION SCHEME (ADMINISTRATION) REGULATIONS 2008

LONDON PENSION FUND AUTHORITY (LPFA)

PENSIONERS’ SUB-FUND : RECOVERY PLAN

1. With Ministers’ agreement, this letter describes what is being proposed, within the framework of the extant regulatory framework of the Scheme, to manage the current  deficit in the LPFA’s closed pensioner sub-fund. 

2. Copyees are invited to provide any comments by 6th February  2009. Details of where to send comments are at the end of this letter.
Background

3. The LPFA reported to the Society of London Treasurers in July 2008 regarding the deficit in its pensioners’ sub-fund,
 and the need to ensure that a recovery plan is in operation from the year 2009/2010.
 The notional pensioners’ sub-fund is responsible for the liabilities relating to benefits to which LGPS members are currently entitled by virtue of their employment with the GLC, ILEA, or LRB
 or successor London Boroughs, or Grant Maintained Schools that returned to the London Boroughs or other bodies.

4. The 2007 Fund valuation showed a deficit of £210m in relation to the funding of these liabilities. The intention of the LPFA is to manage this deficit over a prudent recovery period.  

5. It has been concluded that to address the deficit, for example, by means of a levy on the London Boroughs would potentially impose funding and other difficulties on budgets and service delivery. The option now being proposed is to introduce a provision in the Scheme’s Administration Regulations
 to allow a series of lump sum payments (“special contributions”) to be made to the LPFA by each London Borough to cover its liabilities to replicate standard employer’s contributions over the average recovery period for all LGPS administering authorities in London as calculated by the LPFA. It is further proposed that the amending regulations should include a provision requiring the LPFA to formally consult with all main interested parties on its findings and subsequent proposals.
Impact
6.  All London Boroughs would be required to pay staged additional amounts in respect of benefits for former GLC and LRB staff. But only Inner London boroughs and the Corporation of London would pay in respect of benefits for former ILEA staff. 
7.  The new regulation would be placed in Part 4 (Pension Funds and Employers’ Payments) of the Administration Regulations. It would say that, insofar as the cost of meeting the relevant liabilities - in the opinion of an actuary appointed by the administering authority of the Fund – has not already been provided for by contributions paid under regulation 39 (employer’s contributions) or under the equivalent provision in earlier Regulations, the cost would then need to be met by the appropriate Boroughs through special contributions.
Costs/Contributions.

8.   The relevant liabilities would be defined as those mentioned in paragraph 3. The regulation would spell out that, for those liabilities, the LPFA Fund is the “appropriate fund” for those members in the sense meant by regulation 30 of the Administration Regulations – the fund that must pay their benefits. 

9. The precise amount to be paid by an individual Borough would be calculated as that applying directly to the Boroughs, plus the total applying to the former employers pro rated between the relevant authorities’ council tax base. Consultees are invited to comment specifically on the practicality of calculating this on , for example their council tax base, or on  a population basis.

10. The special deficit recovery contributions would be phased in, so the payment would begin in 2009/2010.  On the basis of the results of the 2007 valuation, the LPFA estimates that the total amount for all Boroughs needing to be paid over the next 3 years will be £7m in 2009/2010, £13m in 2010/2011, and £17m in 2011/2012. 
12. A draft Statutory Instrument will be sent to all copyees as soon as it has been finalised. The SI will, however, take effect from 1 April 2009.  

Responses


13.
Your comments should be sent by 6th February 2009 to Richard McDonagh, Workforce Pay and Pensions Division, Department for Communities and Local Government, Zone 5/F8, Eland House, 123 Victoria Street, London, SW1E 6DE.  Electronic responses can be sent to Richard.mcdonagh@communities.gsi.gov.uk.  

14. This consultation will be available for viewing on the LGFPS website - www.xoq83.dial.pipex.com.  A summary of responses will be published within 3 months of the close of the consultation on this website. 

15. Information provided in response to this consultation, including personal information, may be published or disclosed in accordance with the access to information regimes (these are primarily the Freedom of Information Act 2000 (FOIA), the Data Protection Act 1998 (DPA) and the Environmental Information Regulations 2004). 

16. If you want the information that you provide to be treated as confidential, please be aware that, under the FOIA, there is a statutory Code of Practice with which public authorities must comply and which deals, amongst other things, with obligations of confidence. In view of this it would be helpful if you could explain to us why you regard the information you have provided as confidential. If we receive a request for disclosure of the information we will take full account of your explanation, but we cannot give an assurance that confidentiality can be maintained in all circumstances. An automatic confidentiality disclaimer generated by your IT system will not, of itself, be regarded as binding on the Department.

17. The Department will process your personal data in accordance with the DPA and in the majority of circumstances this will mean that your personal data will not be disclosed to third parties.
Yours sincerely,

Bob Holloway
To: Chief execs of: London Boroughs, City of London, LPFA, London Councils, Society of London Treasurers, LGE, LGPC, LGA, CIPFA, Association of Consulting Actuaries, Audit Commission, GAD, ACA, Trades Union Congress, UNISON, GMB/UNITE, TGWU
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� The result of higher than expected longevity among relevant pensioners, and investment outcomes.


� 1st April 2009 to 31st March 2010.


� The Greater London Council, Inner London Education Authority, & London Residuary Body.  These ceased to exist in the mid 1980s or by the early 1990s.


� The LGPS (Administration) Regulations 2008, SI 2008/239.
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