[image: image1.jpg]: Communities www.communities.gov.uk
() and Local Government community, opportunity, prosperity



LOCAL GOVERNMENT PENSION SCHEME

POLICY REVIEW GROUP

MONDAY 28 NOVEMBER 2011

2.00 PM –   4.00 PM

ROOM 5ABC 

ELAND HOUSE

BRESSENDEN PLACE 

LONDON SW1E 5DU

NOTE OF THE MEETING

Attending:




Apologies:

DCLG





Susan Martin - PPMA
Brian Town (Chair) 



Emelda Conroy - UCEA

Terry Crossley    



Peter Morris – Society of Metropolitan Treasurers

Philip Perry (Secretary)




Robert Hay – Welsh Assembly Government

Jeff Houston – LGG

Ian Boonin – GAD




Alison Hamilton - ACA  

Howard Pearce - Environment Agency

Rosemary Yule – Association of Police Authorities

Helen Fairfoul - UCEA

John Chowcat – Aspect

Brian Strutton - GMB

Naomi Cooke - GMB 

Heather Wakefield – Unison

Peter Allenson - Unite

Bryan Freake – Unite

John Sowden - Society of District Council Treasurers

Paul Kent – Society of County Treasurers

Paul Dale – Society of London Treasurers 

Graeme Russell – Society of Welsh Treasurers


1.
Welcome and introductions

1.1 
Attendees were welcomed to the meeting. 

2.
Minutes of previous meeting (14 November 2011)

2.1
The minutes were noted and accepted. ACA commented that their note on ill-health retirements and related matters should be completed this week. 

 





ACTION : ACA

3.
Government’s improved offer of 2 November
3.1
The Government continued to believe that its offer, set out in the Chief Secretary’s letter 2 November and in subsequent correspondence, was a generous one.








3.2
There was a detailed discussion on the source of the funding for the ten-year protections. DCLG’s understanding was that current members would retain their current LGPS membership benefit structures – but not their current contribution rate - for up to seven years into the new Scheme. This could be followed by a three to four year tapering period. There would not be any additional funding, but rather a continuation of current Scheme arrangements - paragraph 9 of Treasury’s letter of 2 November refers. It was felt by some that the logic of this position was that Scheme reform would not result in the savings originally anticipated and that employers’ costs would consequently rise. DCLG’s understanding on how the protections would work was countered by an argument that Treasury had seemed to have indicated that additional funding was being provided to pay for the protection in the PAYG schemes. DCLG was not aware of that position and elected to press Treasury for the issue of guidance as soon as possible.






ACTION : DCLG 

3.3
DCLG conceded that the current position on protections was not as clear as it should be - clarification was awaited from HMT. All parties concerned, including the membership, needed to be better informed, particularly as regards protections and the employer’s cap. However, all this should not in any way prevent business partners from formulating proposals and identifying the fundamental principles, as there were sufficient known factors – the need to make £900m savings, the cost ceiling and the reference scheme. The end of year deadline still applied on long term reforms and the statutory consultation ended on 6 January.  

3.4
The Group discussed the possibility of very low, or zero, employee contribution increases. For some Schemes, a seventieth accrual rate was being proposed with no contribution increase. It was suggested that if there was widespread support for a proposal along those lines for the LGPS, then Ministers would consider it. However, it was suggested that such proposals could breach the commitments that had been given to low and middle earners.

3.5
The Government had confirmed to the LGA and TUC that they had no objection to the blending of short and long-term proposals if a credible plan could be prepared. There was clear support for this in the Group, but equally a recognition that much remained to be achieved before anything approaching consensus resulted. The talks between trades unions and the Government were not currently making significant progress as further clarifications were awaited. The end of year deadline was clearly set out in the Chief Secretary’s letter of 11 November to the TUC and LGA.   

3.6 
Paper DCLG(11) PRG87 was discussed. Annual savings for the various proposals were added at the bottom of each column (see the attached update of Paper). It was explained that the accrual rate to be used can be altered, but that this would in turn have an effect on the rate to be used in the future. For the purposes of the graph, it had been assumed that there would be no “normal” annual increase in contribution rates. DCLG agreed to provide the paper electronically. 


ACTION : DCLG
3.7
ACA agreed to produce a paper commenting on the scoping and design of regulations to govern the use of short-term savings by the end of the week and that this would be sent to DCLG initially.










ACTION : ACA
 4.
LGPS Cost ceiling / Reference scheme
4.1
DCLG explained that the 20.4% cost envelope remained as a working tool. It is an illustrative mechanism that will drop away once the new Scheme is established.

4.2
GAD made it clear that they stood ready to cost benefit-change scenarios submitted to them using the model fund, which had been used to calculate the cost ceiling, but that it was preferable for such requests to be routed through DCLG and not directly to GAD. 

4.3
GAD was asked if Model Fund membership data could be made available to Pension Funds to undertake their own costings.  GAD’s view was that releasing the data  into the wider domain could give rise to inconsistent calculations being undertaken on a range of potentially different calculation methodologies.  It was also pointed out that Treasury had overall responsibility for setting the assumptions and that they might wish to review those assumptions in certain benefit-change scenarios, for example on a proposed change to the commutation rate.  Treasury also wished to be consulted on benefit-change scenarios before costings were produced and are likely, in any event, to look to GAD for sign-off on any numbers.  Finally, it was noted that the data had been provided by Local Authorities to the Secretary of State for the purposes of model fund calculations and this purpose might not be met if the data were to be distributed more widely.  For all these reasons GAD and DCLG thought it would not be appropriate to release the Model Fund membership data for funds or other parties to do their own costings.

 

4.4
[Secretary’s note :Since the meeting, requests for information had been received from unions and their advisors.  Some of the information requested had been provided directly by GAD to unions/their advisor and another information request was currently being considered by DCLG]

5.
Any Other Business 

5.1
Auto-enrolment was discussed. LGE indicated that they would be issuing a Circular, the basis of which was that for most purposes the vast majority of local government employees were already covered. DCLG said that their current view was that they would be taking a de minimis approach to amending the LGPS Regulations, on the grounds that most matters would be covered by DWP legislation.



ACTION : LGG
5.2
The establishment of a governance group was discussed. Treasury were establishing a public service pensions governance group, a sub-group of which would deal with the LGPS. DCLG would be requesting that employers should be represented on that sub-group. However, it was also agreed that PRG should be involved in the issue of governance and this would be added to the next Agenda. 


ACTION : DCLG
5.3 
DCLG denied a report in Professional Pensions that there were plans to merge all public service pension schemes.

6.
Dates of next meetings
6.1
Meetings up to January 2012 have previously been arranged. For the record, these are:-


12 December [Now changed to 20 Dec.]
2.00 – 4.00


9 January





2.00 – 4.00 

WPP Division

Department for Communities and Local Government

12 December 2011
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