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SUMMARY

This report gives an update on the current situation on the cost to the fund of early
retirements.

RECOMMENDATIONS

That the contents of the report be noted.

BACKGROUND

1. As a result of a key recommendation by the Audit and Accounts Commission,
local authorities were advised to calculate and monitor early retirement costs
as they occurred within the LGPS between formal triennial valuations.

2. The Audit Commission recommended that each administering authority should
ask their actuary to provide them with methods for determining early retirement
costs. Our actuary, Hymans Robertson, consulted with other actuarial firms to
agree a national approach. Our software provider subsequently programmed
this into our ‘Axis’ pension system. As a result, the costs to the fund are
automatically calculated each time an early retirement is processed.

3. This authority took the decision, in agreement with the fund actuary, to
increase the employer’s contribution rates as prescribed in the last valuation
by 1%, effective from 1 April 2008, to meet anticipated early retirement costs.
This 1% employer’s contribution is locked in to the rate until March 2011.

4. This report will be brought to committee quarterly to report on how the actual
costs of early retirements compare to the 1% employer payment, over the 3
year valuation period.

5. MONITORING

Detail for Valuation Period 01.04.2008 to 31.03.2011

Capital Cost of early Payroll Total Cost as a % of
retirement to the fund payroll
2008/09 879,902 111,300,000 0.80
2009/10 (Q2) 338,564 111,600,000 0.30
2010/11
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FINANCIAL IMPLICATIONS
These are detailed within the report.
LEGAL IMPLICATIONS

There are no legal implications arising directly from the report.
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