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Reconstruction of the LGA’s associated companies 

 
Purpose of report  

 

For decision. 

 

Summary 

 

This report proposes a reconstruction and simplification of the activities of the LGA’s related 

bodies, in accordance with the steer given by the LGA Leadership Board and Executive.  It 

seeks the approval of each of the company Boards involved, and the LGA Leadership Board, 

to the formal steps that will be involved in the proposed reconstruction, to take effect at close 

of business on 31 March 2013.  The reconstruction will reduce the number of the LGA’s 

trading entities down from four to two.  

 

 

Recommendations 

 

Members are asked to: 

1. Confirm in principle their agreement to the steps required to effect the reconstruction;  

 

2. Authorise officers to prepare the necessary documentation to give effect to the 

reconstruction, undertake the relevant consultations with members of staff  and 

others, in particular the company pension funds, and return to each Board with a 

further report when the documentation is ready for signature. 

 

Action 

 

Director of Finance and Resources 

 

 
Contact officer:   Stephen Jones 

Position: Director of Finance and Resources 

Phone no: 020 7664 3171 

E-mail: stephen.jones@local.gov.uk 
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Reconstruction of the LGA’s associated companies 

 
Background   
 
1. The LGA operates its business on its own account, as an unincorporated association, 

and through three related trading companies limited by guarantee: Improvement & 
Development Agency for Local Government (IDeA), Employers’ Organisation for Local 
Government (LGE) and Local Authorities Co-Ordinators of Regulatory Services 
(LACORS). 
 

2. In 2011, the LGA and its related bodies undertook major reforms to reduce the size of 
their business.  These reforms ran alongside a substantial reduction in the funding 
received from the government.  The arrangements for receipt of government funding 
were also simplified, with both LGE and LACORS ceasing to be ‘top-slice’ bodies eligible 
under the Local Government Finance Act 1988 to receive Revenue Support Grant in their 
own right.  These two companies now receive the bulk of funding for their operations from 
allocations of the total RSG received by the IDeA. 
 

3. In October 2011, the LGA Leadership Board and LGA Executive considered reports 
relating to the further simplification of the structure of the LGA and its related bodies.  
Both agreed that steps towards greater integration should be taken, namely that : 

 
3.1. The LGA, as the membership body, would become the dominant, front facing brand 

nationally and with the sector. 
 
3.2. IDeA, as the largest trading unit by far, and already the recipient of topslice, would 

be the vehicle responsible for delivering the Association’s service responsibilities. 
 

4. The implications of these changes were also considered and agreed in general terms, on 
the following lines: “To complete the transition, we should at some stage transfer all 
remaining staff and activity to the LGA and IDeA, without generating adverse 
consequences for our pension contribution or tax liabilities. There are some potentially 
tricky technical issues to be overcome to put us in a position to make this change and 
work on these is in hand. In the meantime, the current agreement between the LGA and 
the Secretary of State for LGA to have all topslice funding being paid via the IDeA 
company has been helpful.”  
 

5. The technical issues mentioned in the preceding paragraph have now been fully 
reviewed, and this report sets out what now needs to be done to achieve a reconstruction 
on the lines envisaged. 
 

Business 
 
6. The level of business now carried on directly by LGE and LACORS is small, and largely 

funded through the top-slice received by the IDeA.  It is proposed that the business and 
assets of each company should be transferred to, respectively, IDeA and the LGA.  The 
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reasons for these particular destinations for the businesses are dictated by the 
pension arrangements discussed below.  The transfers will in each case cover the entire 
business and assets of each company.  The consideration for the transfer will in each 
case be the agreement of the transferee to assume the pension liabilities of the company. 
 

7. After the business transfers, the intention is that each of LGE and LACORS will have no 
assets and no liabilities.  Each of the companies will therefore be in a position, in due 
course, to apply to be struck off and removed from the Companies House register.  The 
LGA will then carry on its membership related business on its own account, with related 
trading business and the delivery of service responsibilities carried on just through IDeA. 
 

8. Each of the business transfers will be documented in a formal agreement that will need to 
be signed by the two entities that are party to the transfer. 
 

9. It is clearly in the LGE’s and LACORS’ interests to make these transfers, as each 
company currently has substantial net liabilities owing to the size of its pension deficit.  
From the IDeA’s and LGA’s perspectives, the transfers involve the assumption of net 
liabilities, but neither threatens the ability of the transferee company to continue as a 
going concern.  In the LGA’s case, it is in a position to direct the allocation of resources 
across the related bodies and, in the IDeA’s case, the company already funds the bulk of 
the costs incurred by LGE and LACORS so there will be little if any practical difference to 
future cashflows.  From an overall ‘group’ perspective, the transfers of business do not 
result in any change to total assets and liabilities. 
 

10. It is common in such situations, where business transfers are made in accordance with 
the wishes of the owners of a business, for the owner to provide a formal direction to the 
subsidiaries that they should give effect to the transfers, along with an indemnity for the 
directors that they will be absolved from any adverse consequences that might arise from 
the transfer.  This covers the situation where, for example, previously unknown liabilities 
are discovered after a transfer and is intended to protect the Directors involved from any 
charge that by making or consenting to the transfer they might have been in breach of 
their legal responsibilities as company directors.  The LGA will therefore be requested to 
provide a direction and appropriate indemnities in respect of the transfer. 
 

Employees 
 
11. Those staff who are currently employed by LGE will be consulted on a TUPE transfer of 

their employment to IDeA, and similarly LACORS staff will be consulted on a TUPE 
transfer to LGA.  This is not expected to give rise to any difficulties.  Terms and 
conditions of employment are already harmonised across the LGA and related bodies, 
and all staff who are members of the LGPS will remain in the same pension scheme as 
they are now.  Staff affected by the proposals were individually notified on 26 October 
that the Boards’ approval for these changes were being sought, and the UNISON 
representative was consulted ahead of the issue of these notifications. 
 

Tax 
 
12. All of the bodies involved are tax-exempt local authority associations, so there are no 

direct tax consequences from these transfers. 
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13. For VAT purposes, the transfers will be transfers of going concerns and should not attract 
VAT liability.  The transfers of pension liabilities do not have VAT consequences.  After 
the transfers, the overall VAT position will be simpler because there will be fewer inter-
company transactions, and there may be a small benefit in terms of reduced 
irrecoverable VAT on overheads. 
 

Pensions 
 
14. LGE is an admitted body of the Camden pension scheme, as is IDeA.  Camden have 

been consulted on the proposed transfer, and are comfortable with it on the footing that: 
 
14.1. IDeA undertakes to assume all obligations of LGE relating to pension fund 

liabilities to Camden arising from employees’ past service with LGE, whether those 
employees are current serving employees, employees with deferred pension rights 
or pensioners with their pensions now in payment; and 
 

14.2. IDeA pays a revised contribution level reflecting both its own and the former LGE 
deficit recovery payments, and a common employer contribution rate in respect of 
all current staff who are members of the pension scheme.  
 

15. These obligations are unexceptionable and are in any event consistent with those that 
would have applied when, a good many years ago, the IDeA took over the business 
previously carried on by the Local Government Management Board. 
 

16. Camden have indicated a strong preference for the transfers to take place on 31 March, 
as that means that only one set of pension valuations will need to be undertaken for the 
purposes of determining post-2013 contribution rates.  This is because the triennial 
revaluation is due anyway as at that date. 
 

17. The IDeA’s obligations to Camden as a result of the transfer will need to be formally 
documented, and the appropriate material will be prepared. 
 

18. LACORS is an admitted body to the Merseyside pension scheme.  They have also been 
consulted and their position is similar to that of Camden’s, namely that they will consent 
to the transfer.  They point out that their normal practice is to require a termination 
payment on cessation of an admitted body’s membership, sufficient to discharge all the 
outstanding liabilities, but say that in our case this will not be necessary.  They say that if 
“LGA could provide a formal document demonstrating a strong financial covenant 
accepting responsibility for all assets and liabilities for LACORS, the exit debt could in 
principal be rolled into LGA’s ongoing contribution requirements” – in other words the 
same position as Camden have taken.  It is fortunate that both the LGA and IDeA have 
ongoing pension scheme relationships with Merseyside and Camden, as otherwise these 
kind of rollover options would not be possible and closing down LGE and LACORS would 
be very expensive. 
 

Next Steps 
 
19. Members of the three Company Boards involved, and the LGA Leadership Board, are 

recommended to confirm that they are content for the reconstruction to proceed on the 
basis set out in this paper, and for the appropriate legal documentation of the various 
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transfers and other matters to be prepared, and consultation with staff and any other 
relevant parties with which LGE and LACORS have business relationships to proceed to 
ensure that the reconstruction can take place on 31 March 2013. 
 

20. The LACORS Board met on 5 November, considered this report and has agreed the 
recommendations.  The same report will go to the LGE and IDeA Boards later this month. 


