FAS Amendments

Government Amendment

· The Government has tabled an amendment that will write into primary legislation what the taxpayer will now guarantee – 80 per cent of the core expected pension of all 125,000 people who lost their pension due to employer insolvency between January 1997 and April 2005. In addition we will set up a review to consider whether other sources of funding that have been suggested could raise levels further beyond this 80 per cent guarantee.  

· Our amendment means that taxpayers will now be ensuring that every single member of an affected scheme will receive at least 80% of their core expected pension income at the age of 65. 
· Of the 125,000 who will now benefit,  85,000 will be eligible for the first time, and around 15,000 of the 40,000 people who stood to benefit from FAS under the current scheme, will receive more assistance due to the latest extension.

· As a result it is expected that all the estimated 125,000 people who have suffered losses will now receive at least 80% of their core expected pension Around 8000 people will benefit from including additional members into FAS. 

· This will cost an estimated additional £5.6bn cash (£1bn net present value) bringing the total long term expenditure to £8bn cash (£1.9bn net present value). This from its present budget of £2.3 billion (cash). 
Why we aren’t proposing to pay FAS at PPF levels

· Other amendments (24, 25, 27) are calling for FAS assistance to be paid on the same basis as, and at the same levels as, the Pension Protection Fund. These amendments would essentially mean a top-up to 90%, with limited indexation on accruals in pension schemes relating to post-1997 employment.

· The PPF settlement proposed by the amendments would involve substantial additional costs. It would increase the net present value costs by a third from £1.9 billion to £2.5 billion, an additional £640 million (cash costs would increase from £8 billion to £10.6 billion, an additional £2.7 billion. A 30% increase in costs). This would be too much to ask the taxpayer to bear. 
· The taxpayer does not fund 90% benefits for people in the PPF – in fact, there is no taxpayer funding in PPF at all.  It is entirely funded by the companies and members themselves, through the levy that they pay in case their company becomes insolvent. 

· In effect, scheme members benefiting from PPF payments have paid an insurance premium. FAS was set up using taxpayers’ money to provide help for those who had lost their pensions in the past. 
· We believe that 80% of expected benefits is the maximum that the taxpayer can be expected to fund. But that does not mean it is the maximum that affected individuals could receive. 

· In addition to money from taxpayers, several alternative methods of funding increases to the FAS have been proposed, in particular the pooling of scheme assets from the affected schemes. 

· We are happy to listen to further suggestions and have already, as New Clause 11 asks, set up a review to examine how we make best use of the assets in these pension schemes and consider any suggestions from interested and concerned parties.
· But we should not pre-empt the review by guaranteeing higher levels of funding now when we have not yet established what could be available

Tories’ Lifeboat Fund

· The Lifeboat Fund that the Tories are advocating in amendments  to take hundreds of millions from pension funds that would otherwise pay the pensions of those currently saving, who will typically be on low to moderate incomes having taken out personal and stakeholder pensions. 
· The ABI has this week already raised serious doubts about this proposal, suggesting:

"These amendments could have serious and damaging consequences for pensioners. In a pension scheme, all assets are ultimately used to pay pensions. 'Unclaimed pension assets' are not surplus to requirements. Stripping pension schemes of their assets would be robbing Peter to pay Paul.” 
· This is a spectacular own goal by the Tories who tried to accuse the government of a raid on pensions during the opposition day debate this week. 
