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Glasgow City Council

Strathclyde Pension Fund Committee

Report by Executive Director of Financial Services 

Contact:  Richard McIndoe, Head of Pensions, Ext:  77383
	(Draft) Funding Strategy Statement


	

	Purpose of Report:

To present a draft Funding Strategy Statement.


	

	Recommendation:

The Committee is asked to APPROVE the draft Funding Strategy Statement for circulation to and consultation with appropriate interested parties.


	

	Ward No(s):   FILLIN "Enter Ward No(s)" \* MERGEFORMAT 
Local member(s) advised:  Yes (    No (

	Citywide:  (
consulted: Yes (    No (


1.
Background

Regulation 75A of the Local Government Pension Scheme (Scotland) Regulations 1998 was introduced in 2005 and required each administering authority, after consultation with such persons as they consider appropriate, to prepare, maintain and publish a written statement setting out their funding strategy. The Strathclyde Pension Fund’s first such statement was published in March 2006 in conjunction with the results of the 2005 actuarial valuation of the Fund. The purpose of this report is to present a revised draft statement.

2.
2008 Actuarial Valuation 

Regulation 5A requires that in completing the triennial actuarial valuation of the Fund the actuary must have regard to the administering authority's funding strategy statement. The attached draft statement is consistent with the funding approach being adopted for the 2008 actuarial valuation of the Fund. 

Provisional results of the valuation on this basis indicate a funding level of around 95% (assets as a % of liabilities). This is better than anticipated, largely as a result of data improvements which have effectively reduced total liabilities by £435m. 

In light of this funding position the actuary recommends that: 

· the existing policy of targeting deficit repayment over the Future Working Life of existing scheme members is retained (it had previously been anticipated that a 20-year repayment period might have to be adopted instead of the FWL of around 11 years); and 

· the common employer contribution rates previously advised to employers as planning assumptions should be implemented, i.e. 

· 17.3% (of pensionable payroll) from 1st April 2009; 

· 18.2% (of pensionable payroll) from 1st April 2010; and 

· 19.3% (of pensionable payroll) from 1st April 2011. 

This would allow the Fund to introduce a formal stabilising mechanism at the 2011 valuation so that employer contributions do not vary by more than a pre-agreed percentage in any future year.

As at the 2005 valuation, individual adjustments will mean that certain employers with peculiar circumstances will pay a higher rate after the current valuation. These employers will be advised separately early in 2009. The stabilising mechanism proposed for implementation after the 2011 valuation would be restricted to local authorities and other employers with a similarly strong covenant.

3.
Funding Strategy Statement

The format and much of the content of the revised statement are similar to the original statement published in 2006. The main changes are as follows.

3.7.4 and 3.5 
Future Stabilisation

The revised statement signals the Fund’s intention, at the 2011 valuation, to introduce a formal stabilising mechanism so that employer contributions do not vary by more than a pre-agreed percentage in any future year for local authorities or other employers with a similarly strong covenant.

3.8 Admission Bodies Ceasing 

There has been growing interest in this area over the last 3 years. The statement has been amended to provide some clarification of the process of withdrawing from the Scheme which remains complex and expensive. 

3.9 Early Retirement Costs 

The statement has been amended to reflect a change to the Fund’s policy by extending the recovery of Strain on the Fund costs to include retirals of members over age 60 retiring on redundancy or efficiency grounds who would otherwise have suffered an actuarial reduction to their benefits. 

3.10 New Employers

A brief new section has been added to incorporate the Fund’s policy on admission of new employers.

3.11 Bulk Transfers 

A brief new section has been added to summarise the Fund’s policy on bulk transfers.

4.
Recommendation

The Committee is asked to approve the draft Funding Strategy Statement for circulation to and consultation with appropriate interested parties in accordance with the regulations. A final draft of the statement reflecting comments received during the consultation process will be presented to Committee in conjunction with the final actuarial valuation report in March 2008.
___________________________________

SERVICE IMPLICATIONS

Financial: see section 2.
Legal: see section 1.
Personnel: None.
Service Plan: None.
	PLEASE NOTE THE FOLLOWING:

Any Ordnance Survey mapping included within this Report is provided by Glasgow City Council under licence from the Ordnance Survey in order to fulfil its public function to make available Council-held public domain information. Persons viewing this mapping should contact Ordnance Survey Copyright for advice where they wish to licence Ordnance Survey mapping/map data for their own use. The OS web site can be found at <http://www.ordnancesurvey.co.uk> "

If accessing this Report via the Internet, please note that any mapping is for illustrative purposes only and is not true to any marked scale





