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2.13 Pension payments to and on account of leavers before their normal retirement age

Where a member leaving the Scheme before normal retirement age is entitled only to a refund of contributions, the
transaction is accounted for as a decrease in the scheme liability on an accruals basis. Refunds include amounts payable
both at the time of leaving or at normal retirement age (or earlier death).

Where a member leaving the Scheme before normal retirement age has the option of receiving a refund of contributions or
a deferred pension, the transaction is accounted for as a decrease in the scheme liability on a cash basis.

2.14 Lump sums payable on death in service

Lump sum payments payable on death in service are accounted for on a cash basis. They are funded through the normal
pension contributions and are a charge on the pension provision.

2.15 Actuarial gains/losses

Actuarial gains and losses arising from any new valuation and from updating the latest actuarial valuation to reflect the
conditions at the balance sheet date are recognised in the Statement of Recognised Gains and Losses for the year.

2.16 Additional Voluntary Contributions

Additional Voluntary Contributions (AVCs) are deducted from employees’ salaries and are paid over directly by the employing
organisations to the approved AVC providers.

2.17 Administration expenses

All costs of administering the HSC Superannuation Scheme are borne by the Department of Health, Social Services and
Public Safety.
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3. Reconciliation of Estimates, accounts and budgets

3 (a) Reconciliation of net resource outturn to net outgoings

2007-08 2006-07
Outturn compared
Outturn Supply estimate with estimate Outturn
£000 £000 £000 (11 1]
Net Resource Outturn 408,384 791,656 383,272 571,564
Non-supply income (CFERS) 5 (2,931) - 2,931 (5)
Net Outgoings 405,453 791,656 386,203 571,559

3(b). Outturn against final administration budget

All costs of administering the HSC Superannuation Scheme are borne by the Department of Health, Social Services and

Public Safety.
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4. Reconciliation of resources to cash requirement

Net total outturn
compared with

Estimate:
Estimate Outturn saving or (excess)
£000 £000 £000

Net Resource Outturn 3(a) 791,656 408,384 383,272

Accruals adjustments:

Changes in working capital other than cash 4(a) 10,000 (1,050) 11,050
Use of provisions 19.1 196,000 199,440 (3,440)
New provisions and adjustments to previous provisions 19.1 (986,000) (601,662) (384,338)
Net Cash requirements 11,656 5,112 6,544

4 (a) Movements in Working Capital other than Cash

2007-08 2006-07
£000 £000

(Increase)/decrease in debtors related to supply 16(a) (5,047) 16,138
(Increase) in debtors not related to supply 16(a) (121) (191)
(Decrease)/increase in creditors falling due within 1 year 17(a) (4,585) 929
Movement in Working Capital 21(a) (9,753) 16,046
Movement in interdepartmental balance with DHSSPS 18 7,872 (17,088)
Adjustment for CFERs included in debtors 2,931 (14,500)
Adjustment for amount due to Consolidated Fund (679)
Movement in Working Capital 4 1,050 (16,221)
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5. Analysis of income payable to the Consolidated Fund

2007-08 Forecast 2007-08 Outturn
Income Receipts Income Receipts
£000 £000 £000 £000

Operating income and receipts — excess 2,931
accuring resources

Total - - 2,931 -

6. Reconciliation of income recorded within the Revenue Account to operating income
payable to the Consolidated Fund

2007-08 2006-07
£000 £000

Operating income 197,275 184,211
Income authorised to be Accruing Resources (194,344) (184,206)
Operating income payable to the Consolidated Fund 2,931 5

7. Pension contributions receivable

2007-08 2006-07
£000 £000

Employers 106,399 94,700
Employees 83,435 80,220
189,834 174,920

8. Pension Transfers in (see also note 12)

2007-08 2006-07
£000 £000

Individual transfers in from other schemes 7,361 9,150

7,361 9,150
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9. Other pension income

2007-08 2006-07
£000 £000

Contributions equivalent premium reclaimed 6 11
Refund of superannuation payments 72 121
Other 2 9

80 141

10. Pension cost

2007-08 2006-07
£000 £000

Current service cost 470,000 350,000
Past service credit (320,000) -
150,000 350,000

11. Enhancements (see alo note 19.1)

2007-08 2006-07
£000 £000
Employees: 2,637 2,636

Purchase of added years

Employers: 11,664 2,962

Pre-funded compensation payments

14,301 5,598

12. Transfers in (see also note 8)

2007-08 2006-07
£000 £000

Individual transfers in from other schemes 7,361 9,150

7,361 9,150

Amounts receivable in respect of inward transfers increase the pension liability to the same extent. This increase is
reflected in the Revenue Account as expenditure as part of the movements in the provision during the year.
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13. Interest on scheme liabilities (see also note 19.1)

2007-08 2006-07
£000 £000

Interest charge for the year 430,00 390,000

430,000 390,000

14. Other pension expenditure

2007-08 2006-07
£000 £000

Contributions Equivalent Premium 424 501
Contribution refund 642 521
1,066 1,022

15. Additional Voluntary Contributions

The HSC Superannuation Scheme provides for employees to make Additional Voluntary Contributions (AVCs) to supplement
their pension entitlements or to increase life assurance cover. Employees may arrange to have agreed sums deducted from
their salaries, for onward payment to one of the approved providers, Equitable Life Assurance Society or Standard Life, or
may choose to make their own arrangements by making periodic payments to an insurance company or Scheme institution
which offers Free Standing Additional Voluntary Contribution (FSAVC) Schemes. The Managers of the HSC Superannuation
Scheme have responsibility only for the onward payment by employers of members’ contributions to the Scheme’s approved
provider. These AVCs are not brought to account in this statement. Members participating in this arrangement each
receive an annual statement from the approved provider at 31 March each year confirming the amounts held to their
account and the movements in the year.
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The aggregate amounts of AVC investments are as follows:

The Equitable Life Assurance Society

Employees make contributions to two Schemes (W0111) and (WP111) provided by the Equitable Life Assurance Society.
Scheme number W0111

Movements in the year were as follows:

2007-8 2006-07
Amounts falling due within one year: £000 £000

Balance at 1 April 2,185 2,148
New investments (net of transfers/refunds) 39 47
Sales of investments to provide pension benefits (99) (122)
Changes in market value of investments (7) 112
Balance at 31 March 2,118 2,185

Scheme number WP111

Movements in the year were as follows:

2007-8 2006-07
Amounts falling due within one year: £000 £000

Balance at 1 April 2,466 2,440
New investments (net of transfers/refunds) (8) (19)
Sales of investments to provide pension benefits (26) (69)
Changes in market value of investments 65 114
Balance at 31 March 2,497 2,466

Standard Life

Movements in the year were as follows:

2007-8 2006-07
Amounts falling due within one year: £000 £000

Balance at 1 April 3,948 3,631
New investments (net of transfers/refunds) 138 131
Sales of investments to provide pension benefits (152) (181)
Changes in market value of investments (214) 367
Balance at 31 March 3,720 3,948
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16 Debtors — contributions due in respect of pensions

16 (a) Analysis by type

Amounts falling due within one year:

Pension contributions due 16,323 14,963
Capitalised cost of enhancement to pensions payable on departure 4,793 985
Overpaid pensions 100 238
Contributions Equivalent Premium refunds due - 1
Balance due from Consolidated Fund - 4,757
Other debtors 21 3
Subtotal 21,237 20,947
Non-supply debtors: 383 262
Injury benefit
21,620 21,209

Included in pension contributions due is £2,931k (2006/07 £NIL) that will be due to the Consolidated Fund once the debts

are collected.

16 (b) Intra-government balances

2007-08 2006-07
Amounts falling due within one year £000 £000

Balances with other central government bodies 4,155 7,857
Balances with HSC Trusts 17,095 12,961
Balances with bodies external to government 370 391
At 31 March 21,620 21,209
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17. Creditors - in respect of pensions

17 (a) Analysis by type

2007-08 2006-07
Amounts falling due within one year: £000 £000

Pensions 3,125 1,885
Inland Revenue 2,054 8
Other creditors 1 -
Balance due to the Department of Health, Social Services and Public Safety 4,109 11,981
Consolidated Fund Extra Receipts due to be paid to the Consolidated Fund 6,047 1

15,336 13,875

17 (b) Intra-government balances

2007-08 2006-07
Amounts falling due within one year £000 £000

Balances with other central government bodies 12,210 11,989
Balances with bodies external to government 3,126 1,886
At 31 March 15,336 13,875

18. Amounts due (to)/from the Consolidated Fund

2007-08 2006-07
£000 £000

Net cash requirement (Summary of Resource Outturn) 5,112 4,757
Surplus carried over from the previous year 4,757 -
Cash drawn down during the year (12,985) -
Due (to)/from Consolidated Fund at year end (3,116) 4,757
Other operating income not classified as accruing resources payable to the Consolidated Fund - (1)
(6,047 4,756
I
£000 £000
Balance due (to) the Department of Health, Social Services and Public Safety (4,109 (11,981)
Consolidated Fund Extra Receipts included in Debtors 2,931 -
Excess net cash requirement 7,225 7,225
6,047 (4,756)
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19. Provision for pension liability

The HSC Superannuation Scheme is an unfunded defined benefit scheme. A full actuarial valuation was carried out as at
31 March 2004 and has been updated to 31 March 2008 by the Government Actuary.

The major assumptions used by the Actuary were:

Rate of investment return net of salary increases 1.0% 0.3% 1.3%

Rate of investment return net of price increases 2.5% 1.8% 2.8%

The scheme managers/trustees are responsible for providing the Actuary with the information the Actuary needs to carry
out the valuation. This information includes, but is not limited to, details of:

o  scheme membership, including age and gender profile, active membership, deferred pensioners and
pensioners;

0  benefit structure, including details of any discretionary benefits and any proposals to amend the scheme;
o] income and expenditure, including details of expected bulk transfers into or out of the scheme; and

o following consultation with the Actuary, the key assumptions that should be used to value the scheme liabilities,
ensuring that the assumptions are mutually compatible and reflect a best estimate of future experience.

Pension scheme liabilities accrue over employees’ periods of service and are discharged over the period of retirement and,
where applicable, the period for which a spouse or eligible partner survives the pensioner. In valuing the scheme liability,
the Actuary must estimate the impact of several inherently uncertain variables far into the future. These variables include
not only the key financial assumptions noted in the table above, but also assumptions about the changes that will occur in
the future in the mortality rate, the age of retirement and the age from which a pension becomes payable.

The value of the liability included on the balance sheet may be significantly affected by even small changes in assumptions.
For example, if at a subsequent valuation, it is considered appropriate to reduce the assumed rate of inflation, or the
assumed rate of increase in salaries, then the value of the pension scheme liability will decrease (other things being

equal). Conversely, if the assumed rates are increased, the value of the liability will increase. The managers/trustees of
the scheme accept that, as a consequence, the valuation provided by the Actuary is inherently uncertain. The increase or
decrease in future liability charged or credited for the year resulting from changes in assumptions is disclosed in notes 19.4
and 19.5. The note also discloses ‘experience’ gains or losses for the year, showing the amount charged or credited for the
year because events have not coincided with assumptions made for the last valuation.
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19.1 Analysis of movement in scheme liability

2007-08 2006-2007

Scheme liability at 1 April 9,441,519 7,225,716
Current service cost 10 470,000 350,000
Past service credit 10 (320,000)
Interest on pension scheme liability 13 430,000 390,000
580,000 740,000
Enhancements 11 14,301 5,598
Pension transfers in 8 7,361 9,150
21,662 14,748
Benefits payable 19.2 (195,316) (174,787)
Pension payments to and on
account of leavers 19.3 (4,124) (4,158)
(199,440) (178,945)
Actuarial (gain)/loss 19.4 (1,270,000) 1,640,000
Scheme liability at 31 March 8,573,741 9,441,519

During the year ended 31 March 2008, employer contributions represented an average of 7% of pensionable pay.

19.2 Analysis of benefits payable

2007-08 2006-07
£000 £000

Pensions or annuities to retired employees and dependants (net of recoveries or overpayments) 156,539 143,176
Commutations and lump sum benefits on retirement 36,916 29,971
Death in Service Benefits 1,861 1,640
Per cash flow statement 195,316 174,787
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19.3 Analysis of payments to and on account of leavers

2007-08 2006-07
£000 £000

Individual transfers to other schemes 4,124 4,158

Per cash flow statement 4,124 4,158

19.4 Analysis of actuarial gain/(loss)

2007-08 2006-07
£000 £000

Experience gains arising on scheme liabilities 500,000 120,000
Changes in assumptions underlying the present value of Scheme liabilities (520,000) (10,000)
Adjustment to discount rate % at 31 March 1,290,000 (1,750,000)
Per Statement of Recognised Gains and Losses 1,270,000 (1,640,000)

19.5 History of Experience gains/(losses)

2007-08 2006-07 2005-06
Experience gains/(losses) on scheme liabilities:
Amount (£000) 500,000 120,000 (150,000)
% of the present value of the scheme liabilities 5.8% 1.3% -2.1%
Total actuarial gain/(loss):
Amount (£000) 1,270,000 (1,640,000) (1,100,000)
% of the present value of the scheme liabilities 14.8% -17.4% -15.2%
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19.6 Sensitivity of Results

The Government Actuary has been asked to indicate the approximate effects on the actuarial liability as at 31 March 2008
of changes to the main actuarial assumptions.

The key financial assumptions are the rate of return net of price inflation and the rate of return net of salary inflation. A
key demographic assumption is members’ longevity. The table below indicates the order of magnitude of changes to these
assumptions on the scheme’s liability:

Approximate increase

Approximate % / decrease to the
Change in assumption change in the liability liability
Increase / decrease in the rate of return in excess of salaries of 2% per annum, holding all Increase / decrease
other assumptions constant of 6% for active

members £400 million

Increase / decrease in the rate of return in excess of prices of 2% per annum, holding all other Increase / decrease of

assumptions constant 7% for all members £600 million
Assumed longevity increased by rating the tables assumed down by 2 years Increase of 4% for all

members £300 million
Assumed ill-health retirement assumptions increased by 20% at all ages Increase 1% for active

members £100 million

N19.7 Pensioner Mortality

The following tables show the average number of years that both current and future pensioners are expected to live after
retirement age, under the mortality assumptions used for the Resource Accounts as at 31 March 2008.

Average no of years current pensioners expected to live after retiring at age: _m

55 31.2 339
60 26.5 29.2
65 21.9 24.6
et e s e ]
55 34.0 371
60 29.2 32.3
65 24.6 27.6
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20. General Fund

The General Fund represents the total assets less liabilities of the pension scheme, to the extent that the total is not
represented by other reserves and financing items.

2007-08 2006-07
£000 £000
Balance at 1 April (9,434,185) (7,227,378)

Net Parliamentary Funding:

Draw down 8,228 -
Year End Adjustment:

Supply debtor — current year - 4,757

Supply creditor — current year (3,116) -

Net transfer from operating activities:

Net outgoings (405,453) (571,559)
CFERs repayable to consolidated fund 5 (2,931) (5)
Actuarial gains/(losses) (SRGL) 1,270,000 (1,640,000)
Balance at 31 March (8,567,457) (9,434,185)

Notes to the Cash Flow Statement
21 (a) Reconciliation of Net Outgoings to operating cash flows

2007-08 2006-07
£000 £000

Net outgoings for the year (405,453) (571,559)
(Increase)/decrease in debtors related to supply (5,047) 16,138
(Increase) in debtors not related to supply (121) (191)
(Decrease)/increase in creditors (4,585) 99
Increase in pension provision 19.1 580,000 740,000
Increase in pension provisions — enhancements and transfers in 19.1 21,662 14,748
Use of provisions — pension liability 19.2 (195,316) (174,787)
Use of provisions — refunds and transfers 19.3 (4,124) (4,158)
Net cash (outflow)/inflow from operating activities (12,984) 20,290
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21 (b) Analysis of financing and reconciliation to the net cash requirement

2007-08
£000

From Consolidated Fund (Supply) - prior year 4,757

From Consolidated Fund (Supply) — current year 18 8,228 -
Adjustment for payments and receipts not realted to supply

Amounts due to the Consolidated Fund — received in a prior year and paid over in the

current year () (5,107)
Amounts due to the Consolidated Fund — received and not paid over - 1
Movement in interdepartmental balance with the Department of Health, Social Services

and Public Safety 18 (7,872) 17,088
Net Cash Requirement per Statement of Parliamentary Supply 5,112 11,982

21 (c) Reconciliation of Net Cash Requirement to increase/(decrease) in cash

2007-08 2006-07
£000 £000
Net cash requirement (5,112) (11,982)
From Consolidated Fund (Supply) — prior year 4,757 -
From Consolidated Fund (Supply) — current year 8,228 -
Amounts due to the Consolidated Fund — received in a prior year and paid over in the current
year (1) (5,107)
Amounts due to the Consolidated Fund — received and not paid over - 1
Movement in interdepartmental balance with the Department of Health, Social Services and
Public Safety (7,872) 17,088

Increase/(decrease) in cash - -
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22. Financial Instruments

FRS 13 Derivatives and Other Financial Instruments requires disclosure of the role which financial instruments have had
during the period in creating or changing the risks an entity faces in undertaking its activities. Because of the non-trading
nature of its activities and the way in which government departments are financed, the Scheme is not exposed to the
degree of financial risk faced by business entities. Moreover, financial instruments play a more limited role in creating or
changing risk than would be typical of the listed companies to which FRS 13 mainly applies.

Liquidity risk
Resources voted by Parliament finance the Scheme’s net revenue resource requirements. The Scheme is not therefore
exposed to significant liquidity risks.

23. Contingent liabilities and assets

In the unlikely event of a default by one of the approved AVC providers, the Department of Health, Social Services and
Public Safety will guarantee pension payments. This guarantee does not apply to members who make payments to
institutions offering Free Standing Additional Voluntary Contributions.

The Department has received legal claims from 313 individuals who are pursuing the possibility of having part time HSC
service before 1 April 1991 considered for pension purposes. To date approximately 44 claims have been identified as
eligible for settlement. At this time 17 formal offers of reinstatement have been issued and 16 have been accepted by the
claimants. We await reply on the remaining 1 offer. Should all 44 individuals choose to avail of the offer, the maximum
cost to the HSC Superannuation Scheme is estimated to be in the region of £101,420.

The Department has given an undertaking to maintain parity with GB on granting freelance and GP locums access to the
HSC Superannuation Scheme. Backdating for freelance locums would be to 1 April 2001, and for GP locums 1 April 2002.
Accurately establishing employer contribution costs for backdated service has proved difficult. However, Superannuation
Branch has estimated that the total employer contribution liability for backdating these locums would be in the region of
£500k. This estimate assumes that one third of all locums will seek to have membership backdated. If locums decide

to have their memberships backdated, then they will be liable to pay the employee contributions themselves. Information
regarding the value of this contingent asset is not available at this time. Once these contingent assets are realised, there

will be an associated liability reflected in the Scheme Liability that represents the pension benefits of the new members.

PAGE 39



Department of Health, Social Services and Public Safety HSC Superannuation Scheme Accounts Year Ended 31 March 2008

24. Losses and Special Payments

24 (a) Losses Statement

2007-08

No of cases

Total 112 36 31

24 (b) Special Payments

2007-08 2007-08 2006-07
No of cases £000 £000
64

Total 27 41

25. Related party transactions

The HSC Superannuation Scheme falls within the ambit of the Department of Health, Social Services and Public Safety,
which is regarded as a related party. During the year, the Scheme has had material transactions with the Department
and the employing bodies whose employees are members of the Scheme. None of the Managers of the Scheme, key
managerial staff or other related parties have undertaken any material transactions with the Scheme during the year.
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