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FRS17
1. Under Accounting Standard FRS17, November 2000, amended December 2006, Retirement Benefits, organisations are required to disclose their liabilities in respect of their participation in a defined benefit pension scheme, if these are material in terms of the size of their organisation.
2. For multi-employer schemes such as the SFHA Pension Scheme, the Standard provides that where the employer’s contributions are affected by a surplus or deficit in the Scheme, but the employer is unable to identify its share of the underlying assets and liabilities in the Scheme on a consistent and reasonable basis, the employer should account for the contributions to the Scheme as if it were a defined contribution scheme but, in addition, disclose:
a. the fact that the Scheme is a defined benefit scheme but that the employer is unable to identify its share of the underlying assets and liabilities; 
b. any available information about the existence of the surplus or deficit in the Scheme and the implications of that surplus or deficit for the employer;
c. the reason why sufficient information is not available to enable the employer to account for the Scheme as a defined benefit scheme;

d. the basis used to determine the surplus or deficit; and

e. the implications, if any, for the employer. 

The Disclosure
3. As in previous years, The Pensions Trust has prepared a suggested Pensions Disclosure Note for you to include in your year end accounts. It covers both the accounting treatment of ongoing pension costs and any potential employer debt on withdrawal from the Scheme.
4. The Pensions Disclosure Note is divided into three sections:
· Appendix A – a standard short-form note that contains the required information about your participation in the Scheme.
· Appendix B – a note about your possible liabilities in respect of a debt on employer withdrawal.
· Appendix C – additional information about the SFHA Pension Scheme that you can also include if you so wish.
SFHA Actuarial Valuation

5. The last full agreed valuation took place as at 30 September 2006. The full valuation at 
30 September 2009 is now underway. The results of the 2009 valuation are not yet available so you should continue to refer to the 2006 results. 
Participation in Other Pension Schemes
6. Many of the SFHA Pension Scheme employers also participate in the Growth Plan as an Additional Voluntary Contribution (AVC) vehicle for their members. An employer is deemed to be participating in the Growth Plan if one or more of its employees pay AVCs into the Plan. This applies irrespective of whether the employer has selected the Growth Plan as a main pension arrangement. 
7. An employer that participates in both the SFHA Pension Scheme and the Growth Plan will need to consider the accounting implications of their participation in each of these schemes separately. Under the Regulations an employer could be deemed to have withdrawn from the Growth Plan while continuing to participate in the SFHA Pension Scheme. This situation would arise, for example, if the employer had active member(s) in the SFHA Pension Scheme but no longer had any members contributing to the Growth Plan because, say, the last Growth Plan AVC member had left employment.
8. The Pensions Trust’s guidance on accounting for pension obligations in respect of participation in the Growth Plan as at 30 September 2009 is available on The Pensions Trust’s website, www.thepensionstrust.org.uk > Document Library > Scheme Literature > Growth Plan Series 3 > Employer Literature. The pension obligations as at 
30 September 2008 is also still available on the website in the same area.
If you require further information please do not hesitate to contact us via email at enquiries@thepensionstrust.org.uk, telephone on 0113 394 2705 or in writing to the address at the bottom of the letter. Please quote the Employer Number E«Account_Num» and your scheme name as this will help us deal with your enquiry more efficiently.
Keith Jones

Financial Controller

The Pensions Trust
April 2010
Appendix A 
Short-Form Disclosure to Meet the Requirements of FRS17

[Employer Name] participates in the SFHA Pension Scheme (‘the Scheme’). The Scheme is funded and is contracted-out of the State Pension scheme.

It is not possible in the normal course of events to identify the share of underlying assets and liabilities belonging to an individual participating employer as the Scheme is a multi-employer arrangement where the assets are co-mingled for investment purposes, benefits are paid from the total Scheme assets, and the contribution rate for all employers is set by reference to the overall financial position of the Scheme rather than by reference to individual employer experience. Accordingly, due to the nature of the Scheme, the accounting charge for the period under FRS17 represents the employer contribution payable.

The Trustee commissions an actuarial valuation of the Scheme every three years. The main purpose of the valuation is to determine the financial position of the Scheme in order to determine the level of future contributions required, so that the Scheme can meet its pension obligations as they fall due.

The last formal valuation of the Scheme was performed as at 30 September 2006 by a professionally qualified Actuary using the Projected Unit Credit method. The market value of the Scheme’s assets at the valuation date was £268 million. The valuation revealed a shortfall of assets compared with the value of liabilities of £54 million, equivalent to a past service funding level of 83.4%.

The Scheme Actuary has prepared an Actuarial Report that provides an approximate update on the funding position of the Scheme as at 30 September 2008. Such a report is required by legislation for years in which a full actuarial valuation is not carried out. The funding update revealed a decrease in the assets of the Scheme to £265 million and indicated an increase in the shortfall of assets compared to liabilities to approximately £149 million, equivalent to a past service funding level of 63.9%.
The current triennial formal valuation of the Scheme, as at 30 September 2009, is being undertaken by a professionally qualified Actuary. The results of the valuation will be available in  Autumn 2010.
Appendix B
Employer Debt Regulations

1. The Employer Debt Regulations were introduced in September 2005 following a change in legislation. This legislation was revised in the Occupational Pension Schemes (Employer Debt and Miscellaneous Amendments) Regulations 2008 (SI 2008/731) (‘the Regulations’) which came into force on 6 April 2008.

2. An employer debt will arise if one of the following events occurs at a time when the Scheme is not fully funded on a buy-out basis:

a. The commencement of winding up of the Scheme. 
b. An employer becomes insolvent.
c. An Employer Cessation Event.

3. An Employer Cessation Event occurs when an employer ceases to participate in the Scheme, i.e. it no longer has any active members in the Scheme at a point in time when there is at least one other employer that continues to employ active members in the Scheme.

4. The 2008 Regulations tighten the definition of an Employer Cessation Event. However, it remains the case that an employer will not be deemed to have withdrawn from the Scheme (and hence will not be liable for a debt on withdrawal) provided that it continues to employ at least one person who is an active member of the Scheme.

5. The Scheme Actuary has calculated the employer debt that would have been payable if your organisation had withdrawn from the SFHA Pension Scheme as at 30 September 2009.
6. The suggested Pensions Disclosure Note includes conditional paragraphs. The appropriate choice of paragraph for each employer will depend on the accounting treatment adopted by the employer, in particular whether or not a provision is made for the employer debt.

7. Under FRS17 an employer should only provide in the balance sheet for the potential debt on withdrawal if it was demonstrably committed as at the balance sheet date to an event that would make the liability crystallise. For example, if an employer had made the decision prior to the balance sheet date to close the Scheme to future accrual at some date in the future, then this would crystallise an employer debt on the date that the Scheme was closed to future accrual (unless the Scheme was fully funded on a buy-out basis as at the date the Scheme closed to future accrual). 

Disclosure in Respect of Employer Debt
Following a change in legislation in September 2005 there is a potential debt on the employer that could be levied by the Trustee of the Scheme. The debt is due in the event of the employer ceasing to participate in the Scheme or the Scheme winding up.
The debt for the Scheme as a whole is calculated by comparing the liabilities for the Scheme (calculated on a buy-out basis, i.e. the cost of securing benefits by purchasing annuity policies from an insurer, plus an allowance for expenses) with the assets of the Scheme. If the liabilities exceed assets there is a buy-out debt.
The leaving employer’s share of the buy-out debt is the proportion of the Scheme’s liability attributable to employment with the leaving employer compared to the total amount of the Scheme’s liabilities (relating to employment with all the employers). The leaving employer’s debt therefore includes a share of any ‘orphan’ liabilities in respect of previously participating employers. The amount of the debt therefore depends on many factors including total Scheme liabilities, Scheme investment performance, the liabilities in respect of current and former employees of the employer, financial conditions at the time of the cessation event and the insurance buy-out market. The amounts of debt can therefore be volatile over time.
If you treat the potential employer debt as a contingent liability use this paragraph:
[Employer Name] has been notified by The Pensions Trust of the estimated employer debt on withdrawal from the SFHA Pension Scheme based on the financial position of the Scheme as at 30 September 2009. As of this date the estimated employer debt for [Employer Name] was [£X].
If you make provision for the potential employer debt use the following:
[Employer Name] has provided for the potential employer debt on withdrawal from the SFHA Pension Scheme. 
[Insert the reason.,For example, [Employer Name] had made the decision before year end to close the Scheme to future accrual and was therefore demonstrably committed to withdraw from the Scheme.]
	Provision
	£
	Note

	Provision at start of accounting period
	X
	

	Provision made (reversed) in the period
	x / (x)
	A

	Provision utilised
	(x)
	B

	Provision at end of accounting period
	X
	


Notes

A
The provision should be reviewed at each balance sheet date and adjusted to reflect the current best estimate of the amount required to settle the potential liability.

B
The provision can only be utilised once, i.e. on withdrawal of the employer from the Scheme.
Appendix C
Further Disclosures for Use if Required

[Employer Name] participates in the SFHA Pension Scheme.
The SFHA Pension Scheme is a multi-employer defined benefit scheme. The Scheme is funded and is contracted-out of the State Pension scheme.
The Scheme offers three benefit structures to employers, namely:
· Final salary with a 1/60th accrual rate.
· Career average revalued earnings with a 1/60th accrual rate.
· Career average revalued earnings with a 1/70th accrual rate.
An employer can elect to operate different benefit structures for their active members (as at the first day of April in any given year) and their new entrants. An employer can only operate one open benefit structure at any one time. An open benefit structure is one which new entrants are able to join. 
[Employer Name] has elected to operate the 
* final salary with a 1/60th accrual rate 
* career average revalued earnings with a 1/60th accrual rate 
* career average revalued earnings with a 1/70th accrual rate 
* select as appropriate
benefit structure for active members as at [dd Month yyyy] 
and the 
* final salary with a 1/60th accrual rate
* career average revalued earnings with a 1/60th accrual rate 
* career average revalued earnings with a 1/70th accrual rate
* select as appropriate

benefit structure for new entrants from [dd Month yyyy]. 
During the accounting period [Employer Name] paid contributions at the rate of [x.x%] to [x.x%] of pensionable salaries. Member contributions varied between [y.y%] and [y.y%].
As at the balance sheet date there were [insert figure] active members of the Scheme employed by [Employer Name]. The annual pensionable payroll in respect of these members was [£X]. [Employer Name] has closed the Scheme to new entrants.
The key valuation assumptions used to determine the assets and liabilities of the SFHA Pension Scheme are:
	2006 Valuation Assumptions
	% p.a.

	Investment return pre retirement
	7.2

	Investment return post retirement
	4.9

	Rate of salary increases
	4.6

	Rate of pension increases

	- Pension accrued pre 6 April 2005
	2.6

	- Pension accrued post 6 April 2005 
  (for leavers before 1 October 1993 pension increases are 5.0%)
	
2.2

	Rate of price inflation
	2.6


	Mortality Tables

	Non-pensioners
	PA92C2025 short

	Pensioners
	PA92C2013 short


	Contribution Rates for Future Service
	%

	Final salary 1/60ths
	17.8

	Career average revalued earnings 1/60ths
	14.6

	Career average revalued earnings 1/70ths
	12.6

	

	Additional rate for deficit contributions
	5.3
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