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Board 
        17th December 2009
Affordability and sustainability of the LGPS                    PF 1351 Item No.6
Purpose and summary
To present facts and figures on the affordability and sustainability of the LGPS.
Key issues
· The Chairman and Chief Executive have given a number of industry-wide presentations on this issue and have received good press coverage.  

· Key facts on sustainability and indicative costs on a range of options are provided.
Recommendation
[1]
Members are asked to support the actions and indicate where they personally could help to drive this agenda forward.
Report date: 7th December 2009                           
Lead Officer: Mike Taylor
Compliance checks

	Governance issues:

Any matter which could have a reputational impact of LPFA must be Board approved.

	Equalities impact: 

None reported


	Financial implications:

Costs of the external PR company have previously been provided.

	Social, environmental, health and ethical issues:

The sustainability of the LGPS is of benefit to many local government workers.

	Legal implications:
None reported

	Communication issues: 

A high level forum is planned to take place at the GLA – a possible date of 24th February has been reserved.

	Risk implications:

A key risk for LPFA is the sustainability of the LGPS as a defined benefit scheme. By raising the profile of the debate it is hoped the inaccuracies will be removed.

	Other relevant / supporting documentation:

Annex 1 ~ Chief Executive NAPF presentation
Annex 2 ~ Chairman’s LGPS Pensions Managers’ Presentation



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

	Public

	
 


Affordability and sustainability of the LGPS
Background

At the Away Day, the Board agreed to a strategy to support and develop the Affordability and Sustainability of the LGPS scheme. In a report to the Board on 9 October 2009, it was agreed that Officers would prepare a paper to this Board meeting explaining how LPFA is stepping into the void on the sustainability issue, including some facts and figures and a range of possible solutions such as employee contributions or raising retirement age. 
Progress to date

To date the Chief Executive and Chairman have made presentations on the issues to a number of conferences including:

· NAPF Conference (Manchester) October 2009

· LGA LGPS Trustees Conference (Cardiff) October 2009 
· Westminster Briefing Seminar November 2009

· Pension Managers Conference Torquay November 2009

Press coverage has been good including a video interview with the Financial Times FTfm, a detailed briefing in the FT and extensive coverage in the Trade Press.
The main messages are that unlike the other public sector schemes, the LGPS is funded rather than pay-as-you-go, cash positive for the foreseeable future (beyond 2025), benefit payments are currently just over half contribution income and investment earnings and there are no short term problems. However, given the projected actuarial deficits over the life of the scheme, primarily arising as a result of the longevity of fund members, it would be short sighted to sit back and do nothing. We have described and given indicative costs on a range of issues to consider, including

· Increasing employee contribution rates

· Each 1% change in employee contribution rates has an equal and opposite effect on employer contribution rates

· Changing the benefit structure

· Reducing the accrual rate from 1/60th to 1/70th reduces the employer contribution rate by around 3%

· Changing to a CARE (Career Average Revalued Earnings) scheme with 1/70th accrual reduces the employer contribution rate by a further 3.5%

· Increasing the normal retirement age 

· Increasing the normal retirement age to 68 and combining with a CARE 1/70th accrual reduces the employer contribution rate by a further 1.5%

Excellent contacts have been maintained with the Communities and Local Government Department, NAPF, CIPFA Pensions Panel, Local Government Association, Local Authority Pension Funds Forum, the Pensions Policy Institute and the GMB Trade Union, all of whom support the general thrust of the arguments put forward.
The text of the Chief Executive’s address to the NAPF conference and the Chairman’s address to the Pension Managers Conference are attached.

Next Steps

The Chairman is currently working to establish contact with key political figures in advance of the parties preparing their manifestos for the general election in the spring. In addition, a high profile symposium is proposed for early February to seek to drive the agenda forward. This will involve contributors from the contacts described above.
Recommendations

The Board are asked to support the actions taken and indicate where they personally could help to drive this agenda forward.
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