
To All Scheme Actuaries

23 October 2002

Dear Scheme Actuary

Pensioner Mortality Investigation

You may be aware that in November 2000 the Continuous Mortality Investigation Bureau (CMIB)
carried out a pilot investigation into the mortality experience of pensioners in self-administered
occupational pension schemes.  The results of this work were published in the CMI Report No
20 (which can be found at www.actuaries.org.uk/library/cmir20/welcome.html).  This initial
investigation showed that the mortality of pensioners in self-administered occupational pension
schemes differs from that in the standard tables used for mortality based on the experience of
life office pensioners, and also that the shape of the mortality curve was sufficiently distinct to
indicate that a separate pensioner mortality investigation was justified and should be set up.

Following from this initial investigation the Faculty and Institute of Actuaries and the CMIB have
agreed to work together to develop mortality tables based on the experience of self-administered
occupational pension schemes.  They believe that the results of this work will be of great
importance and value to all Scheme Actuaries particularly if they need to give advice in future on
a 'scheme specific funding basis'.  The work is also being supported by the National Association
of Pension Funds (NAPF).

Coverage

The investigation will cover all schemes with self-administered pensioner populations in excess
of 500, and a vital component of it is data collection.  We envisage that Scheme Actuaries will
play a central role in the transmission of data to the CMIB.  We do not believe that the collection
and transmission of data will be an onerous task for schemes.  In return, the scheme actuary will
receive, within a few days of submitting the data, a scheme-based analysis that could be used to
check against, or reduce the cost of, his/her internal analyses.

Data Specification

The Technical Support and Research Committee of the Pensions Board has been working with
the CMIB to develop a data specification (enclosed) for this work which avoids confidentiality
problems.  You will see that apart from one additional data item, the required information should
flow easily from the data extracts used by Scheme Actuaries for actuarial valuations.  The
additional data item required, which may not normally be available at an actuarial valuation, is
the amount of pension at death.  We appreciate that for some schemes this may not be
immediately available.  In the short-term, therefore, estimates of this data item will be acceptable
and if none are provided then the CMIB will prepare estimates from the remaining data.  In the
longer term, we hope that schemes will be able to amend their data systems to record this
information so that, in due course, actuaries can use it to improve the quality of their advice.



Timetable

The provisional timetable we have agreed with the CMIB is to start this process on 1 January
2003 with the objective of producing an initial report in 2003.  However, you will no doubt
appreciate that it will be some years before we have sufficient data to produce a comprehensive
new standard table of mortality for these schemes.  In the meantime, starting in 2003, the CMIB
will provide an annual analysis of A/E against existing standard tables, based on the aggregate
data received to date.  We anticipate that the eventual outcome will be of great value to the
actuarial profession and the Pensions Industry as a whole.

Additional Information

I would ask you to send the data to the CMIB as soon as you are satisfied about its quality, and
not wait until the completion of the valuation.  We have asked each organisation to nominate a
central co-ordinator to assist with general enquiries regarding the project as well as to co-
ordinate the supply of information from you and others.

I hope I can count on your support.  In the meantime, if you have any questions about this work,
please contact Georgina Ivers, Secretary to the Pensions Board Technical Support and
Research Committee, email: georgini@actuaries.org.uk.

Yours sincerely

Ronald S Bowie
Chairman, Pensions Board

Encl: data specification
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14 If the exit is a death then this field should contain the character “D”.  All other exits should be
indicated with the character “X”.  A blank field indicates a survivor.  This field must be consistent with
the Date of Exit field.  That is, if one field is completed then the other must not be blank.

15 If it is considered that a significant number of records in respect of exits other than deaths will be
omitted from the data file (e.g. if there has been a bulk buyout of annuities and the scheme
administrator no longer maintains these records) then the scheme must not be submitted to the
investigation.  If this is not done then there is a risk that the investigation results will be biased since
the exposed to risk in respect of these cases will be omitted but associated deaths occurring while
that group of lives were included in the scheme may be recorded.

16 The data in this field is optional but preferable:

�  For surviving pensioners (and dependants) at the Beginning Date (as given in
the scheme record), this should be the annualised pension in payment at that
time, including GMP and any pension increase coming into effect at that time.

�  For new pensioners (including dependants) in the investigation period, this
should show the annualised pension on "Date Became Pensioner" (or an
approximation).

�  For surviving pensioners (and dependants) at the End Date (as given in the
Scheme record), this should be the annualised pension in payment at the End
Date, including GMP but excluding any pension increase coming into effect at
that time.

�  For deaths (or other exits) during the investigation period, the amount shown
here should be the pension in payment at the date of death (or exit).  If not
available, then an approximation should be provided.

17 The day and month in each year that this member’s pension is reviewed.  If there is no fixed review
date or there are more than one review dates each year then this field should be left blank.
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