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Board
17th December 2009
Club Vita 
PF 1350 
Item No. 5
Purpose and summary
To highlight the information contained in the report received from Club Vita regarding the tailored longevity assumptions produced for the LPFA.
Key issues 
· Longevity has become of increasing significance in assessing the value of liabilities in the fund. 
· Club Vita is a limited liability partnership set up by Hyman’s Robertson dedicated to the most comprehensive analysis of longevity data to help schemes understand and manage this issue in the most effective way
· Large volumes of relevant data have been obtained by Club Vita from Schemes across the country to produce the most up to date and comprehensive data on longevity and mortality rates.
· The data collected has been used to produce a report for LPFA which enables accurate assumptions to be made about the specific longevity characteristics of our membership.
· In discussions with our actuary the information received will be used to set the baseline assumptions on mortality for the forthcoming valuation exercise. It is expected that the adoption of the relevant assumptions could lead to a decrease of approximately 1.1% in fund liabilities.
Recommendation:
Members are asked to;
[1]
Note the contents of this report
[2]
Review the findings of the VitaCurves report attached at Annex 1

Report date: 17th December 2009
Lead Officer: Mike Allen
Compliance checks

	Governance issues:
No governance issues
	Equalities impact: 
No impact.

	Financial implications:
The adoption of the baseline assumptions contained in the report may lead to a decrease in the value of fund liabilities and a consequent reduction in the cost of benefits accruing.
	Social, environmental, health and ethical issues:
No issues.


	Legal implications:
Adopting the most comprehensive and up to date assumptions available around future longevity will help ensure the most accurate valuation of scheme liabilities and consistency of contribution rates in the future as required by the Scheme Regulations.

	Communication issues: 
No communication issues 


	Risk implications:
By adopting assumptions based on the most comprehensive data available the potential for estimation error around future mortality is reduced.

	Other relevant / supporting documentation:
Annex 1 – VitaCurves report
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Club Vita 
1.
Introduction

With the next triennial valuation of the fund due next year LPFA have previously resolved to obtain the most up to date and comprehensive data relating to the specific characteristics of the LPFA fund. There are specific concerns around the long term viability of the Scheme and it is therefore important that decisions made about the future costs of providing benefits are based on the most accurate data available. 
The information obtained from those Schemes who are members of Club Vita have enabled more detailed and specific longevity assumptions to be made helping to identify which individuals can be expected to have a different life expectancy and to assess what that life expectancy will be. 

ClubVita have also confirmed that the data supplied to them by LPFA is of a high quality and meets the tolerances set in all relevant areas apart from ‘occupation’.

2.
VitaCurves
The report identifies a number of key characteristics which have proved particularly important in predicting longevity:

· Gender

· Reason for retirement 
(normal or ill-health)

· Where they live

postcode used to determine lifestyle and socio-economic 



indicators
· Affluence


best measured by pay at retirement for men and 




pension in payment for women.

· Occupation 


manual or non-manual occupation

The analysis of the data provided has enabled ClubVita to identify 203 individual bands applicable to the LPFA fund which are referred to as VitaCurves in the report attached. Each curve details the expected rate of survival from age 65 for a specific group of scheme members.
ClubVita are also able to produce ‘average curves’ applicable across broader sections of the membership where it is felt the level of additional complexity may be excessive. Such an approach would result in only 12 curves but equally would result in a corresponding loss of precision.
It is estimated the adoption of VitaCurves tailored to the specific characteristics of the LPFA membership could lead to reductions in the funds liabilities of 1.1% and a decrease in the cost of benefits accruing of 1.6%. The figures quoted are based on the assumptions used as at the last valuation in 2007.
3.
Next Steps

The LPFA has made copies of the relevant reports available to Barnett & Waddingham, the scheme actuaries, and are in discussion with them as to making the most effective use of the data supplied in the forthcoming valuation process.
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