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REPORT OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES



TO THE LEAD MEMBER FOR CUSTOMER AND SUPPORT SERVICES


TITLE :
PENSION FUND PERFORMANCE 2005/06 


RECOMMENDATIONS :
That the Greater Manchester Pension Fund performance, and in particular Salford’s Fund performance, in 2005/06, is noted. 


EXECUTIVE SUMMARY : 
This report provides details of  the Greater Manchester Pension Fund (GMPF) performance, and in particular of Salford’s Fund performance, in 2005/06.


BACKGROUND DOCUMENTS :
Letter from GMPF 14/6/06

(Available for public inspection)


ASSESSMENT OF RISK: Low

	


SOURCE OF FUNDING: Revenue Budget

	


COMMENTS OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES (or his representative):

1. LEGAL IMPLICATIONS



Not applicable

2. FINANCIAL IMPLICATIONS


Provided by the Head of Finance

3.  PROPERTY 




Not applicable  

4.  HUMAN RESOURCES 



The Head of HR has been consulted

	


CONTACT OFFICER :
John Spink
Tel : 793 3230
   E-mail : john.spink@salford.gov.uk  


WARD(S) TO WHICH REPORT RELATE(S): 
None specifically


KEY COUNCIL POLICIES: 

Budget Strategy






HR Policies

DETAILS

Introduction

The purpose of this report is to inform Lead Member of information received from GMPF concerning recent developments, the overall Fund performance and Salford’s comparative performance in the Fund that will inform future budget and HR considerations.

LGPS Regulations – the 85 Year Rule

Regulations issued by the Government on 30th March 2006 give effect to the removal of the 85 year rule with effect from 1st October 2006. Following representations from the LGA and trade unions, changes to the 85 year rule have been proposed and amendments have been proposed as follows :-

· All current members protected service will be extended from 30th September 2006 to 31st March 2008 ;

· The 31st March 2013 protection will be extended to 31st March 2016 for those who would have satisfied the rule of 85 and will be 60 by that date ; and

· Partial protection will be allowed to those retiring between April 2016 and 31st March 2020 and who would have satisfied the 85 rule and reached 60.

The GMPF actuary in determining contribution rates at the 2004 valuation assumed the abolition of the 85 rule would take effect from 1st April 2005. Thus, employer contribution rates were 2% lower than would otherwise have been the case.

(Note : planned employer contribution rates for Salford are :






2005/06
10.9%



2006/07
11.9%



2007/08
12.8%

with a further increase planned in 2008/09, subject to the 2007 actuarial valuation)

Half any savings expected from the 85 rule changes are expected to be recycled into the development of benefits and transitional protection. It is too early to say yet what the financial implications are, including what the benefit arising from the annual pension to lump sum conversion will be to funding levels. This will be a feature of the next actuarial valuation in 2007.

GMPF Performance 2005/06

In 2005/06, GMPF achieved a return of 23% on its investments (equity and property), an excellent return but under-performing the average by about 2%. This was due to a more defensive strategy being adopted in the proportions invested in equities and cash, and within equities in the type of equity selected. However, long-term performance has been favourable compared to most funds.

However, it should be noted that if this position has been sustained into 2006/07 it may well have provided a hedge against the recent stock market falls.

Funding Levels

At the 31st March 2004 valuation, GMPF’s average funding level was 93%. At 31st March 2006, it was estimated to be 99%. However, the recent volatility in the stock markets suggests the funding level is currently around the mid-90s%.

This can be contrasted with the FRS17 accounting requirements for funding levels, which show funding levels ranging between 82% and 86% as at 31st March 2006.

Membership Changes in 2005/06

Overall 2% of the workforce retired in 2005/06, which is static compared with the past 2 years. Individual authorities’ retirements range from 1.4% to 3.1%. There was a significant reduction in ill-health retirements down to 0.36% from 0.58% in 2003/04 and 0.51% in 2004/05, but this was offset by redundancy, efficiency and voluntary retirements.

Consequently, most authorities are operating well within their provisions made for early and ill-health retirement made in the 2004 actuarial valuation, which will prove to be a positive factor for the 2007 valuation.

Salford’s Performance

Salford’s retirements compare favourably against these overall figures as follows :-

· Ill health retirements  


0.36%

5th lowest 
(chart 1 attached)

· Redundancies and efficiencies 
0.3%

2nd lowest
(chart 2 attached)

· Voluntary retirements


0.6%

2nd lowest
(chart 3 attached)

· Normal retirements


0.53%

9th lowest
(chart 4 attached)

· Total retirements


1.8%

2nd lowest
(chart 5 attached)

(Note : Salford is authority ref 6 in these charts)

Compared with the provision made for the cost of early retirements, Salford has just over 20% of its provision for 2005/06 unused – 6th best (chart 6 attached).

In terms of the average added years awarded, Salford was the 3rd highest, although the results of the highest was skewed by only 3 retirements with added years during the year (chart 7 attached).

Salford’s FRS17 funding level at 31st March 2006 was 83% compared with 82.2% at 31st March 2005 (see chart 8 attached – Salford is authority ref F).

Salford’s overall pension performance in 2005/06 compares favourably with most other GM authorities, although we do appear to be generous on the award of added years.

ALAN WESTWOOD

Strategic Director of Customer and Support Services

