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1 PURPOSE AND SUMMARY

1.1 This briefing paper is provide to members of the Committee and the 
Board with an update on the current issue some pension funds are 
facing with cessations and the national discussion around these.

2 BACKGROUND 

2.1 Under the Local Government Pension Scheme (Scotland) Regulations 2014 
there are certain circumstances where revised actuarial valuations and 
certificates must be obtained.  This includes where a Scheme employer 
ceases to be part of the scheme or no longer has active members 
contributing to the fund.  The Employer becomes an “exiting employer” 
under the regulations and is liable to pay an exit payment.

2.2 For each “exiting employer” the administering authority must obtain an 
actuarial valuation of the liabilities, as at the exit date, in respect of the 
employer’s current and former employees.  This valuation will revise 
contribution rates and provide an exit payment in respect of the benefits 
liability.

2.3 To ensure the Pension Fund is not at risk for these liabilities the “exiting 
employer” is then required to either pay the exit payment or provide an 
indemnity, bond or guarantee.
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3 CURRENT DISCUSSION

3.1 There have been a number of Pension Funds across Scotland which 
recently experienced the requirement to request these exit payments.  
However, concerns have been raised by the “exiting employer” about the 
operational impact on the organisations due to competing financial 
pressures and the value of the required payment in relation to the 
organisations total annual budget.

3.2 Discussions have been held with the Scottish Government to further 
augment some element of flexibilities in the regulations to assist both 
administering bodies and “exiting employers”.  The changes to the 
regulations will be in force in December 2015, however John Swinney has 
issued a letter, attached in APPENDIX 1, to instruct administering bodies 
to take cognizance of the changes now when considering any cessation 
liabilities.
 

3.3 The Scheme Advisory Board has also been asked to carry out a detailed 
assessment of the issue which may result in further policy guidance to be 
considered.

4 SCOTTISH BORDERS PENSION FUND POSITION 

4.1 There are currently 7 employers within the Scottish Borders Pension fund 
who have no active members and are therefore under the legislation 
“exiting employers”.  The numbers of pension and deferred members in 
this category is 0.36% of the total membership.  The table below details 
the employers and their individual numbers

Employer Deferred Pensioners Total
Tweed River Purification 4 3 7
College of Textiles 1 19 20
Red Cross 1 1
Project 80 (Burnfoot) 1 1
Stable Life (GYP) 1 1 2
SB Careers 3 1 4
Berwickshire Housing Assoc 1 1
Total 9 27 36

4.2 Due to the low numbers the Pension Fund has not historically requested 
the existing employers to either pay the exit payment or provide an 
indemnity, bond or guarantee.
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