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	BOND QUESTIONNAIRE
	


	Outsourcing Scheme Employer: 
	

	Contract:
	

	Contractor:
	


1.  Will you be transferring all or part of the pension risk? 
NO
 FORMCHECKBOX 

YES
 FORMCHECKBOX 

If the answer to this question is “No”, a bond will not be required and the questionnaire terminates here. Otherwise please proceed to question 2. 

2. What elements of pension risk are being transferred (please see paragraphs 68 to 78 of the guidance issued by the CLG in December 2009 entitled “Admitted Body Status provisions in the Local Government Pension Scheme when services are transferred from a local authority or other scheme employer”.)

Investment Returns 
NO
 FORMCHECKBOX 

YES
 FORMCHECKBOX 

Mortality 
NO
 FORMCHECKBOX 

YES
 FORMCHECKBOX 

Actuarial Assumptions (Inflation and Discount Rates)
NO
 FORMCHECKBOX 

YES
 FORMCHECKBOX 

Regulatory Change
NO
 FORMCHECKBOX 

YES
 FORMCHECKBOX 

Excessive Pay Increases
NO
 FORMCHECKBOX 

YES
 FORMCHECKBOX 

Redundancies (Early Retirements)
NO
 FORMCHECKBOX 

YES
 FORMCHECKBOX 

Discretions
NO
 FORMCHECKBOX 

YES
 FORMCHECKBOX 

Augmentations
NO
 FORMCHECKBOX 

YES
 FORMCHECKBOX 

Ill Health Retirements
NO
 FORMCHECKBOX 

YES
 FORMCHECKBOX 

The actuary’s standard risk assessment will make reference to each of these items but will not necessarily attempt to quantify the risk in all cases. If a Scheme Employer wishes to identify a “worst case scenario” associated with any of the above, it is suggested that this should be in the form of a follow-up request to the actuary.  

The practical implications of any risk sharing arrangement will need to be discussed with the administering authority at the outset because systems will need to be put in place with the actuary to give effect to this. 

3. Having decided which risks it wishes to transfer to the contractor, the Scheme Employer must decide whether the contractor should be required to provide a bond to cover the potential liability linked to risk transfer. If a bond is required, the tender documentation should make this clear and should also indicate the size of the bond.  

Will the contractor be required to provide a bond
NO
 FORMCHECKBOX 

YES
 FORMCHECKBOX 

4. The Local Government Pension Scheme Regulations provide that the Scheme employer must “keep the level of risk under assessment”. If the contractor is not required to provide a bond at the commencement of the contract, the Scheme Employer must decide whether it wishes, under the terms of the contract, to reserve the right to require the contractor to provide a bond at a later date. 

Is the Scheme Employer intending to reserve the right to require the contractor to provide a bond at a later date? 
NO
 FORMCHECKBOX 

YES
 FORMCHECKBOX 

	If the answer is “Yes”, when will the position be reviewed
	


If the answer to this question is “No”, the questionnaire ends here. 
5. This question is only relevant where a bond has been put in place at the outset of a contract. If this is not the case please proceed to question 6.
A bond agreement can be put in place for a relatively long period with provision for the bond value to be revised at various intervals or for a short period with no provision for the bond value to be revised prior to expiry. In the former case, arrangements should be made to review the level of the bond at the stipulated times. This will normally involve the commissioning of a risk assessment. In either case, it is critically important that the bond is not allowed to lapse by default. Any decision not to renew a bond should be a deliberate decision on the part of the Scheme Employer, normally taken after receiving the results of a new risk assessment.

The Admission Agreement provides that “the level of bond or indemnity shall be reviewed at twelve monthly intervals (or some other period specified by the Scheme Employer)”. 

Despite the wording of the admission agreement, it is suggested that the review period should be not less than two years. This is because the process of obtaining a risk assessment, appraising the results, notifying the contractor of the revised value (if applicable) and incorporating the new amount in a bond agreement is a lengthy one. There is also a secondary consideration which is that the process is expensive.  
	How frequently will the level of bond be reassessed
	


6. As already noted the process for bond reassessment is a lengthy one. Instructions for a risk assessment should be given to the actuary at least 4 months before a bond expires or the date when a revised bond amount is due to come into effect/be introduced. The responsibility for initiating this process will rest with the Scheme Employer. However, because the Avon Pension Fund will undertake a monitoring role to try to ensure that deadlines are not missed, a member of the Scheme Employer’s staff should be nominated as a contact person.

	Name of contact person for bond review purposes
	


Avon Pension Fund/AB    


5 January 2010

Avon Pension Fund


LOCAL GOVERNMENT PENSION SCHEME








Bath & North East Somerset Council


Floor 3 South, Riverside, Temple Street, Keynsham, BS31 1LA





Tel: 01225 477000 ~ Fax: 01225 395258 ~ Email: � HYPERLINK "mailto:pensionsedi@bathnes.gov.uk" �pensionsedi@bathnes.gov.uk�





Web: � HYPERLINK "http://www.avonpensionfund.org.uk" ��www.avonpensionfund.org.uk�
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