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Consultation Questions: 1-14

CLG would like your views and comments on the following questions:-

1.
Consultees may wish to consider and comment on how best the range of relevant views on governance could be involved as part of this exercise, and how these might be factored into the exercise, and at what particular stages?

Given the numbers of stakeholders with an interest in this matter, it is difficult to envisage a solution which will meet the needs of all parties.  It is therefore felt that the existing practice of working through the Policy Review Group, with agendas and minutes published on the CLG website offers the best option, and ensures the greatest degree of transparency.  The involvement of the PRG would need to be both in the finalisation of the scheme itself, and then as a key partner in the tri-annual updating of the national model.

2.
As the cost-share mechanism is already a statutory requirement of the new LGPS, from 1 April 2008, consultees’ views on how most effectively to take the process and delivery of the whole exercise forward would be welcomed.

The current method of working through the Policy Review Group with the promised formal consultation later this year is seen as the most effective way of taking this matter forward.

3. It may be that some of the actual content of each of the above stages (and others) could be set in the regulatory framework, for example in a dedicated schedule to a statutory instrument or, alternatively, in statutory (or non-statutory) guidance prepared by CLG.  Consultees’ views would be welcomed on this aspect.

Statutory guidance covering the agreed timetable for the provision of data to CLG/GAD, and the collation of data and publication of results and implications back to local Funds should be produced.  This will provide the formality required, whilst retaining the flexibility to implement changes quickly where required.

4.
Do consultees envisage any problems in providing detail as set out in paragraph 20 (types of cost risk)?

Change to processes and system might be necessary – at present we do not specifically hold data on commutation rates. In addition, data on marital / partnerships not held.
5.
Consultees’ views on approaches to maintaining longer term sustainability are invited.

The Committee are concerned that the opportunity for more radical changes to the LGPS to maintain sustainability (e.g. a switch to a Care Average Scheme) were not taken as part of the New Look 2008 Scheme.  As a minimum, the cost sharing proposals in the consultation are required if the longer term sustainability of the LGPS is to be maintained. 

6.
Consultees’ views are invited on the three columns’ contents (see pages 7 to 9 inclusive) and further suggestions and commentary will be welcomed.

We are happy to accept the proposals as contained within the consultation document.  Further complexity will undermine the key requirement of transparency within the proposal, and the ability of the Administering authority to brief employers and members on the scheme and the results.  However, greater simplification risks the watering down of the cost sharing arrangements, at the expense of the sustainability of the LGPS.  It should though remain open to the Policy Review Group to recommend changes to the model in light of actual experience.
7. It is suggested to consultees that surpluses or deficits which exist in the local funds at the commencement date of the model scheme would be excluded from the notional fund and should not form part of any cost-sharing envelope, as these are related to experience which occurred prior to the implementation date. Views on such an approach are therefore sought.

We are happy to accept this proposal.

8.
The current 2007 actuarial valuation average amortisation period could, at the outset, be adopted in the notional fund.  Views are sought on whether this approach – or some other approach would provide stability (see paragraph 32).

To the extent that the surplus/deficits at the start of the model fund are excluded, the relevance of the amortisation period is unclear.  As surpluses or deficits build up on the model fund going forward, extending the amortisation period in line with average figures within local funds would be supported, minimising the volatility on the results between valuations.

9.
Consultees are asked to consider if inter-valuation experience impacts on cost sharing calculations?

Inter-valuation experience should be considered in agreeing the assumptions for each new valuation.  However we do not support re-valuation in between the normal tri-valuation exercises.

10.
Consultees’ views on ill health and related experience issues are sought (see paragraph 38).

Agree with smoothed approach.  Taking that funds / employers would want to anticipate the effect of experiences as soon as possible then smoothed approach has to be the way forward.

11.
Consultees’ views on how best to achieve inter-generational balance are invited (see paragraph 39).

There is no best way for achieving inter-generational balance as this would require Valuation results to reflect future performance fully.  The issue of inter-generational cross-subsidy therefore needs to be accepted.

12.
(a) The share need not necessarily be 50:50; consultees may wish to consider the range of possible alternatives and (b) to justify alternative ratios as part of this informal consultation exercise.

Agree to start with the 50:50 proposal, but should be subject to future review.
13.
Consultees’ views are invited on the principle of a notional cap within the cost share framework, and on its initial level going forward from April 2009.

The principle of a cap is welcomed as a means of managing the future sustainability of the scheme.  This future sustainability though also relies on the continued take up of the scheme by members, and a cap which shifts all cost increases onto the employee’s rate is therefore unlikely to meet the objectives of the cost sharing proposal, nor help in the transparency of the proposal with Members.  The implementation of a cap on total costs should therefore also be considered, alongside a list of further proposals to amend the scheme benefits in the event that the cap is likely to be breached on an on-going basis (care average scheme, extension of normal retirement age – perhaps linked to improvements in longevity, reduction in accrual rates etc).  

14.
(a) Consultees’ views on the most appropriate and beneficial timetable position are invited, given the objectives set out in paragraph 18.  (b) Consultees may also wish to comment on the timetable and process needed to establish the cost share arrangements, given the 31 March 2009 regulatory timetable and the earliest date from which the results of the first cost share (should one be needed) is implemented.  

We believe that the timetable should be aiming for an April 2012 implementation to avoid the need to provide a full set of Valuation data in both 2009 and 2010.  We are concerned by the 31 July date for the submission of Valuation membership data to fund actuaries.  This should be no earlier than 31 August for the relevant year.
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