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Board 
5th February 2009
Additional Charge (PSF) ~ Consultation Paper
PF 1311
Item No. 6

Purpose and summary

To provide members with a copy of the consultation letter now issued by the Department of Communities and Local Government (CLG) concerning the Pensioner Sub-fund Recovery Plan.  
Key issues

· The consultation letter was issued in line with LPFA’s requirements following discussions with CLG. Responses are due by 6th February 2009.

· Formal inclusion into the Statute book is therefore awaited, but is expected by 1st April 2009, the date with effect from which LPFA wishes to commence additional contributions.
Recommendation

[1]
That the Board note the content of the report. 
Report date: 23rd January 2009
Lead Officer: Mike Taylor / Annemarie Allen
Compliance checks
	Governance issues:
Obtaining the Regulatory powers to affect the recovery of the Pensioner Sub-fund funding position is a key Governance issue.  
	Equalities impact: 

None identified.

	Financial implications:
Recovery of the deficit will impact on future contribution requirements from the London Boroughs with significant sums involved. 
	Social, environmental, health and ethical issues:

None identified.

	Legal implications:
The proposed legislative changes will provide the Regulatory powers to collect the additional contributions. 

 
	Communication issues: 

Following confirmation of the regulatory powers, London Boroughs need to be informed as soon as possible of their confirmed contribution requirement for the year commencing 1st April 2009.  

	Risk implications:

Risk that income is not matched with liabilities over the long term if legislation is delayed.   
	Other relevant / supporting documentation:

Annex 1
CLG Consultation Letter of 2nd January 2009
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Local Government Pension Scheme (Administration) Regulations 2008

London Pension Fund Authority Pensioner Sub-Fund Recovery Plan
Background

1. The notional Pensioner Sub-fund is responsible for the liabilities relating to the benefits of members who were formerly employed by the GLC, ILEA, LRB or successor London Boroughs, or Grant Maintained Schools that returned to the London Boroughs, and a relatively small number of other former employing authorities. 
2. As part of the 2007 Fund Valuation, in order to recover the deficit in the Pensioner Sub-fund relating to the GLC, ILEA, LRB, successor London Boroughs, and Grant Maintained Schools that returned to the London Boroughs, which arose primarily from increasing longevity coupled with the partial failure to meet the outperformance targets set as part of the investment strategy three years prior, discussions on a Pensioner Sub-fund Recovery Plan commenced.

3. Lengthy actuarial analysis has been carried out and discussions held with the London Boroughs and the CLG on a proposed repayment plan as agreed previously by Board.  

4. In order to confirm the necessary powers to effect the Recovery Plan, CLG agreed to consult on amending the Local Government Pension Scheme Regulations.

Consultation Letter

5. The letter, dated 2nd January 2009 and issued to the London Boroughs, Society of London Treasurers, and various other interested advisory and professional bodies on 5th January is attached at Appendix 1. 
6. It proposes amendments to the Local Government Pension Scheme (Administration) Regulations 2008 to enable management of the current deficit in the Pensioner Sub-fund and will clarify the legal position of the LPFA to make a charge to the London Boroughs to recover the deficit through the Actuary’s Rates and Adjustments Certificates.
7. The letter reflects the powers requested by the LPFA in discussion with the CLG.

8. LPFA wish to commence additional contributions with effect from 1st April 2009 as announced to the London Boroughs in finalising the 2007 Fund Valuation. In particular, the Rates and Adjustment Certificates of the London Boroughs with remaining active members, include deficit charges up to 31st March 2009 only and revised Certificates need to be issued prior to this date to ensure continued contribution to the deficit.
9. The consultation closes on 6th February, with confirmation of specific powers in Statute awaited thereafter. However, the letter notes that a draft Statutory Instrument will be sent to all the consultees as soon as it is ready and that the Statutory Instrument will take effect from 1st April 2009.
Recommendation

[1]
That the Board note the content of the report. 
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