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UNISON has been campaigning for over 11 years to ensure that LGPS scheme members, from all service groups, enjoy representation in the decision making process of their pension funds. 

This guide has been produced to assist regional members of staff and branch officials to negotiate the establishment of a new Local Government Pension Scheme (LGPS) board at the pension fund level. It is critical that all regions and branches engage with their LGPS administration authorities now.

· UNISON’s Objective: To ensure that as many UNISON activists are trained and prepared to become LGPS fund board members in the region.

· Outcome: UNISON fund board members ensure that all scheme members are effectively represented, consulted and their views expressed by UNISON board members.

Outputs – with assistance from UNISON Centre
· Regional staff and branches are briefed on the objective. 
· Regional implementation of the NEC agreed organising plan, see below. 
· A training programme is co-ordinated at regional level. 
· Negotiations are opened up with each fund in the region ASAP.
Note: Scheme board members and employers who will sit on the boards must only demonstrate a capacity to represent. They DO NOT need experience.

1. What we are seeking to achieve
The LGPS in England and Wales is administered by 91 authorities; there are 86 local authorities, plus the Environment Agency, the South Yorkshire Fund Authority, the London Pension Fund Authority, the West Midlands Passenger Transport Authority and the South Yorkshire Passenger Transport Authority. The funds hold collectively around £200bn in assets, the governance and decision making process is at present entirely in the hands of the administration authority. 

All of the above will be required to establish a fund board by April 2015. The council in the main delegates this function to a pension committee, which may have one or two UNISON members sitting on it. The decisions it makes are in the full control of that committee. There is not even a separate pension board with representatives solely of the employer; the pension institution is being run corporately, as if the BT board of directors was running the BT pension scheme, which of course is unlawful.
There is no provision in the legislation which replicates the duty which trustees of other pension funds owe to their beneficiaries. On the face of the legislation as it stands, therefore, there is nothing to stop the administering authority from taking decisions on investments which prefer its interests and the interests of the other employers over the interests of the members of the LGPS. And granted that the entire management of the fund is in the hands of the employers it is only to be expected that this is what will happen in practice.

· Each fund authority has a different set of employers paying into it 

· Each fund has a lead branch attached to it 
· Each fund has a different number of UNISON branches with scheme members paying into it including LG, Police, Higher Education and Environment Agency branches
Our task is to:

· Ensure that we are consulted on and are able to comment BEFORE the fund boards are established and operational.
· Ensure UNISON members can be trained and nominated on to the new fund boards.
· Ensure Organisers negotiating the setting up of boards are briefed 
· Ensure all branches that have members in each fund are networked with each other – part of the process of establishing a consultation structure for accountability.
· Ensure that Police, Higher Education and Environment Agency branches are brought into the consultation process.
· Support UNISON board members in ensuring that all scheme members are effectively represented, consulted and have their voices heard on the pension boards. 
· Provide final 1 day of training for potential board members once they have been nominated.
To achieve this we need to: 

· Understand, when negotiating with each pension fund, which UNISON branches have members in the fund so that they may all be consulted. This information is available at Regional Offices
· Ensure your region possesses all of the data it needs to support the process, collate responses to our letters requesting information on board construction, map the funds in the regions 
· Ensure that all regions and branches engage with the LGPS administration authorities NOW
At the end of this document you will find a table which identifies the regional lead officer who has the responsibility to ensure every regional organiser and branch is taking part.
How the current structure works – an illustration.
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· West Midlands pension fund is administered by Wolverhampton Council.

· The branch closest to the establishment of the board is Wolverhampton.

· But all the other branches/membership should be consulted and networked.

· This will help establish the ‘capacity to represent’ advantage for the UNISON board members, who can come from any branch/employer they just have to be members of the LGPS.
What does a pension fund do?

· It collects contributions from the employers – some funds may have 300 paying employers

· It administers the pension scheme rules

· It pays out pensions – using investment returns and contributions

· It hires fund managers and investment advisers

It keeps the investment returns and pays for the fund management 

· 2. How did we get here a brief background
On instruction by the Local Government Service Group Conference, UNISON has been campaigning for over 11 years to ensure LGPS scheme members are properly and fully represented in the decision making process of their pension funds. 

· In 2010 the coalition government created the Independent Public Services Pension Commission, chaired by Lord John Hutton, former Labour Secretary of State for Work and Pensions. This was to investigate the delivery of public services pension schemes.

· In 2011 the Independent Public Services Pension Scheme Commission recommended that the LGPS create an Advisory Board and local boards at the fund level, made up of equal numbers of employer and scheme member reps. This was one of twenty seven recommendations.  

· In November 2011 the LGPS trade unions held a one day strike to reject some of the proposals that the government had interpreted from the Independent Public Pension Scheme Recommendations.

· October 2012 saw the establishment of an LGPS ‘shadow board’ with six employer reps and six trade union reps and an independent chair. The board adopted five sub committees to continue the work and advise government. 

· In April 2013 the government introduced new legislation: the Public Services Pension Act. This saw the creation of a new set of governance and cost sharing regulations for each public services pension scheme. 

· In 2013 the DCLG delayed the establishment of the national LGPS advisory board and fund boards until April 2015. The DCLG began consulting on their draft regulations for the establishment of the boards in June 2014 and completed this exercise in November. The new regulations will be laid in January 2015 in time for April implementation.
· The Scheme Advisory Board will continue to meet but will be reconstituted in April 2015. The fund boards must be established no later than April 1st 2015, which means consultation can begin now on their creation, their terms of reference and their board membership.

· All of the local boards will have responsibility to their funds but will also report to the LGPS scheme advisory board. There will be UNISON representation on the scheme advisory board.

· The scheme advisory board will be responsible for managing the new cost sharing arrangements which only apply to the new 2014 LGPS, career average scheme.

2. UNISON organising plan for LGPS boards England/Wales

This section sets out a strategy to ensure UNISON nominates board members at the fund level – this is for comment and agreement.

Regional work

· Collate responses to the letters requesting information on board construction – map the funds in the region

· Establish lead officer/branch to help establish the board – i.e. set out UNISON’s position  - the following diagram is for illustration purposes only – the region has the discretion to decide 

· Set up training for the organisers who will negotiate the board’s establishment

· Ensure all branches who have members in each fund are networked – part of the process of establishing a consultation structure for accountability

· Final 1 day training for potential board members once they have been nominated 

UNISON key demands for boards

· Model terms of reference are being provided by the Scheme Advisory Board

· A board should structure should reflect the size of the fund – 4 members 2 employer 2 scheme member is the statutory minimum

We should argue for the following

· 2 each for a fund below £500m in asset value

· 3 each in any above £500m- £3bn in asset value 

· 4 each in any fund between £3bn-£10bn in asset value

· 5 each in any fund above £10bn 

· Request election of scheme reps – via their web sites – where they avoid union appointments
3. Actions to take now!

Here is some guidance on how you can respond to each of the administrative stages in establishing the pension boards. 

	Administration authority action
	UNISON response comment

	Set up a working group of current pension committee members, officers and advisers to deal with the implementation of these regulations; 


	Ensure that this has trade unions input. Make sure that you have been consulted and have made comments and recommendations to the authority. Get a copy of UNISON’s national submission to the governance consultation.



	Creating a constitution for the board and following statutory guidance – and terms of reference
	Model terms of reference and statutory guidance created by the Scheme Advisory Board – these have been issued http://www.lgpsboard.org/index.php/about-the-board/board-guidance these should all be followed and adopted by the administration authority 


	Considering and refreshing the scheme of delegations, including the power to implement these regulations – Consider a revised governance structure to meet your aims for your LGPS fund bearing in mind the knowledge and understanding requirements needed for good decision-making


	Ensure that the current governance apparatus is improved. They should have a pensions committee with trade union representation – no fund should not be run by a single officer



	Work with the monitoring officer to understand the steps needed to change the local authority’s constitution if required; Work with democratic services to see how they can help with selection/election of local pension board members


	Ensure that all UNISON branches that have members paid into the fund are covered. 

	Checking that current or proposed arrangements comply with the Pension Regulator’s code of practice


	No action

	Consider appointing an independent governance adviser to the local pension board. Or an independent chair. 


	Resist all independents – they are taking up space that should go to the scheme members. They will also likely to favour the authority as they will appoint them. Independents have conflicts of interest.



	In making any changes to current governance arrangements, administering authorities may wish to be cognisant of the potential desire to ultimately separate legally the roles of administering authority and scheme manager.


	The EU IORP directive requires the legal separation of the pension’s institution from the sponsoring authority. This should be supported. You can find out more about this issue by contacting Colin Meech, National Officer c.meech@unison.co.uk


4. Further information: process to establish the LGPS Fund Boards

While the LGPS local boards do not have to be established until April 2015 some are already setting up structures and consulting. It is imperative that an early intervention by the region and branch is made now.

Key Point: The boards can now be established by the administration authorities. 
ependent Public Services Pension Schmes for UNISON reprsentatives they will have to be put forward for the eslying into each 
Local pension boards: establishment 
Each administering authority is required to establish a local pension board by 1st April 2015 responsible for assisting it to secure compliance with the regulations, any other legislation relating to the governance and administration of the scheme and requirements imposed by the Pensions Regulator in relation to the scheme. The local pension board is also to be responsible for assisting the administering authority to ensure the effective and efficient governance and administration of the scheme. 

Organising Check List
· Contact the administration authority immediately to establish how far they have got in this process

· Request a consultation meeting

· Ensure the lead branch is involved

· Take steps to ensure all other branches who have members paying into the fund are contacted and invited take part

· Send any documentation to you regional lead officer for appraisal

Local pension boards: membership 
It is for the administering authority to determine the membership of the local pension board but it must have an equal number of employer and member representatives who have the capacity to represent, with a total of at least 4 and must together form the majority of the membership. A councillor of the local authority or officer of the pension committee may not be appointed as an employer or member representative. 

Key Point: Some administration authorities may propose giving seats to ‘independents’, which means non-employer or non-scheme member. It is important  to keep so called independents off the boards as they do not represent anyone and, if appointed by the authority,  will feel duty bound by them.

The point here is that as while independents won’t formally be “employer representatives” they essentially allow the employer to increase their say on the board without needing to increase the member numbers on it. 
Organising Check List

· Four is a minimum number of representatives (2 each)

· We must press for more because the larger the assets of a pension fund the more work there is to do – dependent on fund asset size and membership we suggest the following.

2 each for a fund below £500m in asset value

3 each in any above £500m- £3bn in asset value 

4 each in any fund between £3bn-£10bn in asset value

5 each in any fund above £10bn 

· We should press for trade union nominations only

· If not then election by scheme members of those that want to stand

· Interviews are potentially discriminatory and tend to favour scheme members who are in particular professions and higher grades 
· Only UNISON board members who have been trained will have the capacity to represent scheme members because of the following 
· We set out the reasons why we need to insist that scheme members are represented on the boards by union reps.
They have a dedicated resource at UNISON centre

They have access to independent legal advice

They have access to research facilities

They have access to regional structures and resources

They have a branch structure that can ensure consultation with scheme members spread across the employers in each fund

They have representatives on the England/Wales National Advisory Board

They have access to dedicated web resources and training by their union 
5. Further information - conflict of interest issue
Essentially, members of local pension boards must not have a conflict of interest, the administering authority must satisfy themselves of this and a member of the local pension board must provide information reasonably requested to enable this. 

Organising Check List

· The scheme member should have no conflicts of interest as they are employees 

· Independent board members are more likely to have them – particularly if they are working for an organisation that has a contract with one of the administration authorities

Local pension boards: guidance 
An administering authority must have regard to guidance issued by the Secretary of State in relation to local pension boards. That advice will be produced shortly. In formulating such guidance, the DCLG will work closely with all relevant interested parties, including the scheme advisory board and the Pensions Regulator. It will need to include the following: 
Key issues

· Minimum number of local pension board meetings per year – this should be the same number as the pensions committee

· Determining the employer and member constituencies for representation on the local pension board 

· Local pension board reporting requirements 

· Local pension board whistle blowing mechanisms 

· Complying with the Pension Regulator’s code of practice given that this was not written for LGPS funds specifically e.g. good governance around funding and investment and what it actually means for local pension boards.

6. Further information - the legislation

The following sets out the key sections of the legislation which will require the authority to do. This is taken from the legislation itself.

Key Point: The boards must be established by the pension fund administration authority but the board will not belong to them. It is a board created by the Public Services Pension Scheme Act 2013 and once established it will be independent. Note that scheme member and employer reps only need to demonstrate a capacity to represent. 
Local pension boards: establishment

106.—(1) Each administering authority shall no later than 1st April 2015 establish a

pension board (“a local pension board”) responsible for assisting it—

(a) to secure compliance with—

(i) these Regulations,

(ii) any other legislation relating to the governance and administration of the

Scheme and any connected scheme(a), and

(iii) any requirements imposed by the Pensions Regulator in relation to the

Scheme and any connected scheme; and

(b) to ensure the effective and efficient governance and administration of the Scheme and any connected scheme.

(2) Where the Scheme manager is a committee of a local authority the local pension

board may be the same committee if approval in writing has been obtained from the

Secretary of State.

(3) Where the administration and management of a Scheme is wholly or mainly shared by two or more administering authorities, those administering authorities may establish a joint local pension board if approval in writing has been obtained from the Secretary of State.

(4) Approval under paragraphs (2) or (3) may be given subject to such conditions as the Secretary of State thinks fit.

(5) The Secretary of State may withdraw an approval if any conditions under paragraph (4) are not met or if in the opinion of the Secretary of State it is no longer appropriate for the approval to continue.

(6) Subject to paragraph (7), an administering authority may determine the procedures applicable to a local pension board, including as to the establishment of sub-committees, formation of joint committees and payment of expenses.

(7) Except where a local pension board is a committee approved under paragraph (2), no member of a local pension board shall have a right to vote on any question unless that member is an employer representative or a member representative (b).

(8) A local pension board shall have the power to do anything which is calculated to

facilitate, or is conducive or incidental to, the discharge of any of its functions.

(9) The expenses of a local pension board are to be regarded as part of the costs of

administration of the fund held by the administering authority.

Key Point: UNISON’s legal advice suggests that it will not be possible to have a joint pension board and pension committee. This is because pension committees are run under local authority law. This means it is not possible to have equal number of councillors and scheme member representatives, due to the requirement for the pension committee to reflect the political make up of the main council. However if this is proposed please contact your regional organiser so that they may pass this on for advice.

7. New Cost Sharing Arrangements
The legislation includes an employer cost cap for the 2014 scheme only.

“115.—(1) The employer cost cap for the Scheme is 14.6% of pensionable earnings of members of the Scheme”. 

This means that the employers will only pay a maximum contribution of 14.6% of payroll. If costs rise 2% above this cap then the Scheme Advisory Board will have to find a way of reducing that back down to 14.6%. 

This could involve increasing scheme member contributions or a reduction in their benefits, or both. This means that the efficient management of the pension fund and funds overall is critical to maintain the living standards of scheme members and future pensioners. 

Key Point: We are aware that the LGPS funds are not efficiently managed. There is considerable evidence that there is significant room for improvement, particularly in the transaction costs that each fund incurs. We will be providing training for UNISON board members and activists on this key issue.
8. Regional Lead Officer Contacts

Each of the listed regional contacts is responsible for co-ordinating the response to the establishment of the new local boards. All of the negotiations for them will be done at the administrative fund level. Officers at UNISON centre will offer their support.

	Region
	Regional Lead Officers/Lay Members
	Email

	East Midlands 
	Officer: Richard Parker 
Lay rep: Chris King 
	r.parker@unison.co.uk
chris.king@nottscc.gov.uk

	Eastern 
	Officer: Ann Glover/Melanie Carrington 
Lay Rep: Steve Aspin 
	a.glover@unison.co.uk m.carrington@unison.co.uk
steven.aspin@norfolk.gov.uk

	Greater London 
	Officer: Linda Perks 
Lay Rep: John Gray 
	l.perks@unison.co.uk
j.gray2@unison.co.uk 

	North West 
	Officer: Michael Booth 
Lay rep: Mark Rayner 
	m.booth@unison.co.uk
mark.rayner@stockport.gov.uk 

	Northern 
	Officer: Charlie Syme 
Lay rep: Neville Hancock 
	c.syme@unison.co.uk
neville.hancock-unison@durham.gov.uk 

	South East 
	Officer: Steve Brazier 
Lay rep: Phil Reynolds 
	s.brazier@unison.co.uk
phillip.reynolds@gosport.gov.uk

	South West 
	Officer: Fiona Bentley 
Lay rep: Richard Orton 
	f.bentley@unison.co.uk
southglosunison@btconnect.com

	Wales 
	Officer: Dominic Macaskill 
 Lay rep: Bob Campbell 
	d.macaskill@unison.co.uk
CAMPBRJ@CAERPHILLY.GOV.UK

	West Midlands 
	Officer: Mark New 
Lay Rep: Malcolm Cantello 
	m.new@unison.co.uk
m.cantello@unison.co.uk 

	Yorkshire and Humberside 
	Officer: Chris Jenkinson 
Lay member: Liz Bailey 
	c.jenkinson@unison.co.uk
Liz.Bailey@leeds.gov.uk
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