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This month’s summary Bulletin contains a number of general items of information.

Please contact Mary Lambe with any comments on the contents of this Bulletin or with
suggestions for other items that might be included in future Bulletins. LGPC contacts can
be found at the end of this Bulletin.
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LGPS 2014

LGA/LGPC Response to draft Governance and Cost Management Regulations
Consultation

The LGA/LGPC response to the recent consultation from the Department for
Communities and Local Government (DCLG) on the draft LGPS (Amendment)
Regulations 2014 is available from the LGPS Requlations website. In summary the
response included the following information:

Local Pension Boards

e Membership - regulation 107(3): The LGA seeks clarification on the restriction
on elected members and officers of an administering authority who are
responsible for the discharge of any function under the LGPS 2013 Regulations.
We believe that such individuals should only be precluded from being on the local
pension board for that administering authority, rather than being precluded from
sitting on any local pension board in England and Wales and the regulation should
make this clear (i.e. an elected member or officer from fund A should be able to sit
on the local pension board of fund B).

e Membership - Otherwise appointed members: The nature and number of other
members of a local pension board should be spelt out and their number limited to
ensure they cannot out-vote the employer and scheme member representatives
on a board.

e Membership - Chair: The appointment of a chair from outside of the local
pension board membership should be subject to confirmation by the membership
of the local pension board.

e Timeframe for implementation: The very restricted timescale remaining before 1
April 2015 may result in flawed structures being hastily created which may not
provide for an effective employer voice.

e Joint Pension Boards and also provisions for specific cases (closed funds):
Provision for joint boards where there is a joint discharge of the function across
two or more scheme managers should be expressly provided for in the
regulations. In addition the regulations should make provision for flexibility in the
case of closed funds with a small employer base, providing more dynamic ways in
which these atypical administering authorities can establish a local pension board.

Scheme Advisory Board
e Funding: Clarity on the amount of, and arrangements for, Scheme Advisory Board
funding should be forthcoming as soon as possible.

Cost Management
e Interaction between two cost management processes: We are concerned over
the silence in the regulations with regard to the interaction between the two cost
management processes but welcome the letter from the Minister inviting the
Scheme Advisory Board to set out proposals for such interaction.

HR and Payroll Guides

In November the HR (now version 3.6) and Payroll (now version 3.5) Guides were both
updated and are available on the LGPS Regulations website. Please see tracked
changes versions for details of the amendments that have been made.
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APC Calculator

Since the introduction of the Additional Pension Calculator (APC) calculator to buy extra
and lost pension the LGPC Secretariat have received numerous comments and
suggestions to improve how the calculator works as well as how the information is
displayed. The Secretariat consider all comments received but it is not always possible
to make the suggested amendments. This is normally due to the fact that we need to
ensure the calculator meets the requirements of all Pension Funds.

Going forward, unless the calculator has an error in the way the calculation is being
carried out, or there is a legislative change requiring an amendment, we will only review
comments on process and design every quarter. To incorporate comments we've
received over recent months we will make the final update for 2014 at the end of
December and release in early January 2015.

Following receipt of a number of comments the following changes will be made to the
APC calculator in December 2014:

e Buying Lost Pension Facility — When a member wants to make an election to
buy lost pension the calculator will produce two forms (one for the Pension Fund
and one for the Employer) and relevant headings will be added to both forms to
indicate the recipient of each form and the text will be amended on the bottom of
each form to also indicate the correct recipient for that form).

e Main page for the APC calculator — Additional text is to be added in the
introductory section (top of APC calculator homepage) that confirms that if a
member draws their benefits earlier than their Normal Pension Age then the APC
will be reduced (other than in the case of ill-health retirement) or increased if
benefits are drawn after the member’s Normal Pension Age.

We have also considered a number of other suggestions but decided not to incorporate
these in the next review of the APC calculator including:

e To add a start date to the input details on buying lost pension for the period
they are buying lost pension for — The reason for rejecting this request is that if
DCLG change the regulations to allow for a person to buy multiple periods of lost
pension through a Shared Cost APC in, for example, one scheme year then this
date would become obsolete.

e Add atick box that indicates whether the period the member is buying lost
pension for is for the whole period of absence or only part of the absence —
we don’t think this should be included, the idea being that a member is being given
the lost pensionable pay/assumed pensionable pay by their employer for their
whole period of absence and, therefore, the expectation is that the lost pension
they are covering would cover the whole of that amount. Where they wish to buy a
partial amount of the lost pension they should instead do so through the buying
extra pension route.

e Add field for employer’s name — we feel that given that the main NI identifier and
post reference number are included this information isn’t also required. In addition
if Pension Funds receive a form and cannot locate the member on their database
(or an employer for that matter) they can use the LGPS database (once available)
to identify which Fund that request should be sent to.

Should you have a suggestion regarding the APC calculator not noted above that you
wish the LGPC Secretariat to consider please email suggestions to



mary.lambe@Iocal.gov.uk by Friday 19 December 2014 to allow them to be considered
in the final review for this year.

Fair Deal in the LGPS

The Fair Deal Working Group held their first meeting on the 2 October 2014. The
Working Group, which is comprised of representatives from the Trade Unions (GMB,
Unite and UNISON), employers and their representatives (British Services Association,
the Compass Group and LGA) and DCLG held discussions on the Fair Deal provisions
within the LGPS.

The minutes outline that where public sector staff are compulsorily transferred to a new
employer the pension protection "A Fair Deal for Staff Pensions" would be delivered by
retaining scheme members in the pension scheme they were in before the transfer.
There are however a number of implications for the LGPS. In particular the current Best
Value Authorities Staff Transfers (Pensions) Direction 2007 cannot remain as currently
drafted and neither can it be altered to widen the scope beyond its current remit (best
value authorities).

The Working Group are therefore tasked with working through what is required to ensure
the new policy on the provisions of Fair Deal in the LGPS (as agreed as part of the LGPS
2014 reforms through workstream 1) can be implemented into the Scheme's regulatory
framework. For further details on these discussions please read the minutes of the
meeting which are available on the LGPS Regulations website.

Shadow Scheme Advisory Board

Update of Shadow Scheme Advisory Board activities - November 2014

The November 2014 update of the Shadow Scheme Advisory Board’s (SSAB) activities
is available on the LGPS Board's website. As well as providing brief updates in respect
of the activities of the Board sub-committees over the past few months, this edition also
includes content in respect of:

e the deficit management project currently being worked on by the Board, and
e the 2012/13 scheme annual report which was published in November.

Scheme Annual Report 2013

The SSAB issued the first ever scheme wide annual report for the LGPS in England and
Wales in November. The aim of this Annual Report is to provide information about the
LGPS, the largest defined benefit occupational pension scheme in England and Wales,
for its members, employers, and other stakeholders. It aggregates information supplied in
the 89 fund annual reports, as at 31 March 2013. For more details please visit the
SSAB's website.

Response to draft Governance and Cost Management Regulations

The Shadow Scheme Advisory Board response to the recent consultation from the
Department for Communities and Local Government (DCLG) on the draft LGPS
(Amendment) Regulations 2014 is available from the SSAB's website.

Guidance on the creation and operation of local pension boards

The consultation on the guidance covering the creation and operation of local pension
boards from the SSAB ended 21 November 2014. The Board Secretariat is currently
reviewing the 22 responses received and will be making any necessary amendments in


mailto:mary.lambe@local.gov.uk
http://www.lgpsregs.org/images/DCLGPublications/2014-10-02FDWGMinutes.pdf
http://www.lgpsboard.org/index.php/about-the-board/board-updates
http://www.lgpsboard.org/index.php/schemedata/scheme-annual-report
http://www.lgpsboard.org/images/Consultations/2014-10BetterGovSSABResponse.pdf

the coming weeks. In addition the guidance will be reviewed in line with final regulations
which are expected to be made and laid in January 2015 as well as the Pension
Regulators Code of Practice no 14 which is expected to be made and laid before
Parliament in December. It is anticipated that the final version of this guidance will be
issued in January 2015 in line with the making of final regulations. In addition a
Questions and Answers document on the subject of local pension boards is also being
developed by the SSAB and due to be issued at the same time as the guidance.

Other News and Updates

Pension Schemes Bill

The Pension Schemes Bill 2014/15 is currently making its way through the House of
Lords. This Bill is one of two pieces of legislation (the other is the Taxation of Pensions Bill
as referred to in Bulletin 119) being considered by Parliament at the moment. Both Bills
deal in the main with the regulatory changes required for defined contribution schemes
following the new flexibilities announced in the 2014 Budget to allow individuals who are
over the age of 55 to access their defined contribution pension in more flexible ways from
April next year, subject to their marginal rate of tax and scheme rules.

As part of the Pension Schemes Bill 2014/15 one of the impacts on funded public service
pension schemes, such as the LGPS, is that the government has sought to extend the
flexibility being afforded to defined contribution members as far as possible by allowing
transfers out of the LGPS to continue from April 2015. However in order to protect
taxpayers from significant cost risk if members of funded public service schemes were to
transfer out to a defined contribution scheme and draw down their pension flexibly, the
government will introduce a number of safeguards for transfers from funded public
service pension schemes.

As a result the Government in November laid a series of amendments to the Pension
Schemes Bill. Of these, three affect public service pension schemes. These are:
e A requirement to take independent financial advice when transferring
from a defined benefit to a defined contribution scheme (as opposed to
the “Guidance Guarantee” that will be offered to those in defined
contribution arrangements as they approach retirement);

e A ban on transfers out of unfunded public service schemes to a defined
contribution scheme as previously announced by the government, and

e A new safeguard that will give Ministers a power to reduce CETVs in
funded public service pension schemes, should it prove necessary to
protect the taxpayer.

DCLG recently issued a summary paper on the amendments introduced by government
and this can be found on the LGPS Requlations website.

In addition to the impacts around transfers from the LGPS to DC schemes there are also
potential impacts for the AVC provisions in the scheme as well as for the conversion
factors used in defined benefit schemes (including the LGPS) i.e. to determine if these
should be reviewed given the wholesale changes being introduced for DC schemes.
Once the Secretariat have further information on these or any further impacts following
either the Pension Schemes Bill or the Taxation of Pensions Bill we will include that
information in a future Bulletin.
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Non-consolidated Pay - Pensions Implications

The National Joint Council for Local Government Services and the Joint Negotiating
Committee for Local Authority Craft and Associated Employees have reached agreement
on rates of pay applicable from 1 January 2015 in England and Wales. However, the
agreements include provisions for non-consolidated payments to be paid in December
2014 and, in the case of employees covered by the NJC for Local Government Services,
for a further non-consolidated payment to be made in April 2015 to certain employees.

The non-consolidated payment is pensionable for all active members of the LGPS on 1
December 2014 (except in cases where that member is on a career break). The LGPC
Secretariat issued Circular 286 which seeks to provide advice on how the non-
consolidated payments should be treated for pension purposes. In particular it deals with
the treatment of the non-consolidated payment for both the career average scheme and
for those members who have membership before 1 April 2014 as well as how it should
be treated for those members who are on relevant child related leave, reduced or no pay
sick leave, leave of absence (both authorised and unauthorised) and strike breaks. For
more information please read Circular 286.

DWP publishes research on automatic enrolment opt-out rates

The Department for Work and Pensions (DWP) published their ad hoc research report no
9 in November. The research which covered 46 employers who staged between January
and July 2014 found that 44% of workers were already members of a pension scheme
before the introduction of automatic enrolment. The research states that 35% of workers
were automatically enrolled with 12% of these opting out. For more information visit the
Government's website.

DWP publishes State Pension leaflets
In November DWP published a host of leaflets relating to the State Pension these
include:

e State Pensions: your guide - which gives information about the basic
State Pension

e Deferring your State Pension - which explains how putting off the date to claim
State Pension can mean more an individual gets more money.

e Your State Pension statement explained - for men born on or after 5 April 1951
and women born on or before 5 April 1953

e Combined Pension Statement: your State Pension statement explained

e Combined Pension Statement: your State Pension estimate explained

e Your new State Pension explained - to help explain the changes to the State
Pension from 6 April 2016, and,

e The new State Pension information for employers and trustees with open,
contracted out defined benefit pension schemes (private sector).

DWP publishes 2014 Automatic Enrolment Evaluation Report

DWP has published its Automatic Enrolment Evaluation Report for 2014. Figures (up to
September 2014) state that more than 4.7 million workers have been automatically
enrolled by nearly 34,000 employers since the start of automatic enrolment. The report
can be found at the Government's website.
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Useful Links

LGA Pensions page

LGPS members’ website

LGPS 2014 members’ website

LGPS Advisory Board website

LGPS 2014 Requlations and Guidance website

LGPS Discretions lists all the potential discretions available within the LGPS in
England and Wales.

LGPS Discretions lists all the potential discretions available within the LGPS in
Scotland.

Qualifying Recognised Overseas Pension Schemes approved by HMRC and
who agreed to have their details published.

The Timeline Regulations

Pensions Section Contact Details
Jeff Houston (Head of Pensions)

Telephone: 0207 187 7346
Email: jeff.houston@local.gov.uk

Terry Edwards (Senior Pensions Adviser)

Telephone: 01954 232 834
Email: terry.edwards@local.gov.uk

Tim Hazlewood (Pensions Training & Development Manager)

Telephone: 01455 824 850
Email: tim.hazlewood@]local.qgov.uk

Con Hargrave (Pensions Adviser)

Telephone: 0207 664 3176
Email: cornelius.hargrave @local.gov.uk

Mary Lambe (Pensions Adviser)

Telephone: 0207 187 7374
Email: mary.lambe@)local.gov.uk

Liam Robson (Pensions Analyst)
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Telephone: 0207 664 3328
Email: liam.robson@local.gov.uk

Elaine English (LGPS Executive Officer)

Telephone: 0207 187 7344
Email: elaine.english@Ilocal.gov.uk

Alison Hazlewood (Part-time Administration Assistant - Training &
Development)
Email: alison.hazlewood@Iocal.gov.uk
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Copyright

Copyright remains with Local Government Group. This Bulletin may be
reproduced without the prior permission of LG Group provided it is not used for
commercial gain, the source is acknowledged and, if regulations are reproduced,
the Crown Copyright Policy Guidance issued by HMSO is adhered to.

Disclaimer

The information contained in this Bulletin has been prepared by the LGPC
Secretariat, a part of the LG Group. It represents the views of the Secretariat
and should not be treated as a complete and authoritative statement of the law.
Readers may wish, or will need, to take their own legal advice on the
interpretation of any particular piece of legislation. No responsibility whatsoever
will be assumed by the LG Group for any direct or consequential loss, financial
or otherwise, damage or inconvenience, or any other obligation or liability
incurred by readers relying on information contained in this Bulletin. Whilst every
attempt is made to ensure the accuracy of the Bulletin, it would be helpful if
readers could bring to the attention of the Secretariat any perceived errors or
omissions. Please write to:

LGPC

Local Government Group
Local Government House
Smith Square

London, SW1P 3HZ

or email: Mary Lambe
tel: 0207 187 7374
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