AGENDA ITEM 5
	Essex Pension Fund Board
	EPB/17/09

	date: 30 September 2009
	


Pension Fund Separate Bank Account 
Report by the Head of Investments & Insurance

Enquiries to Martin Quinn on 01245 431412

1. Purpose of the Report

1.1
To provide a progress report on the introduction of a Separate Bank Account (SBA) for the Pension Fund.
2. Recommendation.

2.1 That the Board should note the report.

Background
2.2 In April 2009 the Department for Communities & Local Government (CLG) consulted on draft Regulations which included the requirement for each LGPS Fund to operate a separate bank account. Final Regulations are awaited.

2.3 In 2008/09 the Essex Pension Fund received over £210m in contributions from over 350 separate employers. Pensions payments, lump sums and death benefits totalling over £151m were paid to almost 28,000 pensioners and dependents.

3. Approach
3.1 Individual discussions have been held with those teams within Finance, Essex Shared Services and Information Services that will be affected by this change. Representatives from each team form the SBA Project Team which has identified the system implications, outlined work requirements and associated risks.
3.2 Each existing process for all types of Pension Fund transaction has been identified and a proposed alternative process, to be applied once the SBA is established, has been put forward for further scrutiny and testing. 
3.3 Detailed analysis of the Project Team’s proposals is taking place and a project plan is currently being drawn up.

4. Core Requirements

4.1 A new bank account is to be opened in the name of the Essex Pension Fund and discussions with Lloyds Bank are underway. Separate invoices & cheques are needed and a third party provider, 2E2, will be required to produce automatic income collection stationery (i.e. reminder letters).
4.2 The Pension Fund will become a separate company within IFS (ECC’s Financial System) covering the disciplines outlined below. Reconfiguration work to each these processes will be necessary.
· General Ledger

· Bank reconciliation

· Accounts Receivable 

· Invoicing

· Accounts Payable

4.3 In addition, a separate company will need to be established within the Cash Receipting system (PARIS). This requires development work to be undertaken by a further third party provider, Northgate.
4.4 A separate Pension Fund Treasury Management Strategy is to be prepared and submitted to the Board for approval.

5. Impact of core requirements

5.1 The separation of the Essex Pension Fund from ECC within the IFS has a number of consequences including: 

5.2 The existing ECC Payroll system deducts ECC Employee contributions, generates the ECC Employer contributions and automatically credits the income to the Pension Fund. With the introduction of the SBA, system development work is required to enable these payments between ECC and the Pension Fund (which will be two separate companies). This work can only commence once the Payroll system has migrated from the current BT platform to the new Oracle platform. This migration is scheduled for 9 November 2009.
5.3 The existing Pension Payroll system facilitates the payment of LGPS added years decisions made by ECC, by directly charging ECC budgets. As direct charging will no longer be possible, system and coding changes are required to allow ECC to be recharged for this cost – this brings ECC into line with existing practice for all other Fund employers.

5.4 The existing Pension Payroll system also facilitates the payment of Teacher’s Pension added years decisions made by ECC, by directly charging ECC budgets. As LGPS Regulations do not permit the recharging of non LGPS added years, a separate Teacher’s Pension Added Years Payroll will need to be established for ECC. 

6. Additional Requirements

6.1 The Fund currently receives over £210m a year in contributions from over 350 separate employers. Whilst most employers pay contributions via either Bank Automated Clearing System (BACS), Clearing House Automated Payment System (CHAPS) or with the precept, a significant minority of the smaller bodies continue to pay each month via cheque. The risk analysis has highlighted that an extensive information campaign is required to ensure that all participating employers are aware of the new payment arrangements and pay contributions into the correct account.
6.2 A separate information campaign is also required to highlight the new payment arrangements to other pension funds, as transfer value payments in excess of £20m, are received each year.
7. Essex County Council Bank Tender

7.1 Essex County Council is scheduled to tender for its banking contract prior to 31 March 2010. Whilst this process is not yet complete, should the outcome result in the award of the contract to a different bank, it would be necessary for the Pension Fund SBA to switch from Lloyds to the new provider. This change would also apply to all other ECC bank accounts.
8. Implementation

8.1 The complexity of the work involved does mean that it is unlikely that the SBA will be fully operational before 1 April 2010. 

9. Background Papers

9.1 Pension Fund SBA Project Team minutes.
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