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DCLG: Consultation on Best Value 
 
Initially the Hutton Report indicated that contractors should not be allowed to 
participate in public sector pension schemes. However Lord Hutton did 
subsequently change his views and as a result in December 2011 the Heads of 
Agreement for the new public sector pension schemes allowed for members being 
subjected to an outsourced contract be allowed to remain in their existing pension 
arrangement. 
 
This option could not be included in the original LGPS 2014 regulations as the 
PPA2013 is not operative until 1 April 2015. 
 
The other public sector schemes all have their new schemes effective from this 
date and the Government has also issued guidance on the Fair Deal arrangements 
connected with this. 
 
The LGPS is subject to DCLG guidance on Best Value and a consultation 
document on this, similar to the Best Value guidance, has been expected over the 
past year but has yet to appear. It is expected that regulation changes will be made 
to reflect this guidance. It is unlikely that a consultation will be released before the 
General Election in May 2015.  
 
Some educational employers within the LGPS, such as Academies, are subject to 
Fair Deal but until the LGPS regulations have been amended the GAD advice has 
been to continue the current process on TUPE transfers which allows the new 
contractor to either apply to become an admission body within the APF or to 
provide a broadly comparable pension scheme as certified by the Government 
Actuary. 
 
 

Abolition of Contracting-out in 2016 
Guaranteed Minimum Pension Reconciliation 

 
As the LGPS is a contracted-out pension scheme Avon Pension Fund has incurred 
obligations as to certain pension provisions connected with the State Second 
Pension. From April 1978 to March 1997 pensions paid had to cover the equivalent 
pension that the member would have accrued if they had been receiving the State 
Second Pension. This pension is known as the Guaranteed Minimum Pension 
[GMP]. APF is also responsible for certain elements with regards to pension 
increases on this element. 
 
With the introduction of the Single State Pension in April 2016, contracted-out 
status will cease. HMRC will phase out its contracted-out section by April 2018. 
Following the end of contracting out in April 2016, HMRC will be sending a 
statement to all individuals affected stating the amount of GMP they will receive 
and who is responsible for paying it. Ahead of this, schemes should reconcile the 
GMP values they hold for members with those calculated by HMRC or face making 
overpayments to existing members and even individuals for whom they believe 
they have no liability.  
 
Until 2018 schemes will be able to challenge the figures where they believe 
discrepancies are the result of errors on HMRC’s part, but past this point no further 
challenges will be accepted. With exercises frequently taking up to three years to 
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complete, this gives schemes a limited window to make sure their own records tally 
with HMRC’s 
 
APF have registered with HMRC for them to provide a list of all members that they 
have on their records as belonging to us. This list will then be compared with our 
records to ensure that all GMP liabilities are correct. From April 2018 there will be 
nowhere to challenge any GMP going forward. In the past notifications have been 
received from HMRC that refer to other employers such as members of the 
Teachers’ Pension Scheme so it is important that our records match with HMRC so 
that no unnecessary liabilities remain. 
 
Errors in GMP values can lead to potentially significant pension overpayments. 
Based on findings from the National Audit Office’s enquiry into five public sector 
schemes, it has been estimated that the total overpayment on existing deferred 
and pensioner members within a small pension fund could be around £550,000.  
The initial reconciliation will cover deferred and pensioners with HMRC supplying 
information for active members in 2017. 
 
The project will need to 

 Identify the member records affected, including those records where the 
fund and HMRC differ over responsibility for the liability.  

 Assess impact of varying the matching tolerance.  

 Reconcile member data, including service, held by the fund to records 
provided by HMRC. 

 Calculate any GMP liability that is not currently held on the record, e.g. at 
date of death where applicable.  

 Update records that match or are within a given tolerance.  

 Accelerate the investigation process by indicating likely causes of any 
mismatch 

 
 
The actual size of this project will be unknown until the HMRC list is received and 
compared but other LGPS administrators are allocating resources for the next two 
years, some are creating temporary posts. There are several companies willing to 
provide assistance but it is doubtful whether the costs involved would be justified 
as it would appear that whilst the initial population check would be done the work 
on specific reconciliations of amounts would either still require in house input or 
costs would be high. 
 
Discussions are in progress with HMRC regarding our list of the records and once 
this list is received we will be able to assess the overall task involved, along with 
the potential costs involved.  
 
 


