
 

 

 

 

 

 

 

 

 

 

04 September 2009               Circular 08/2009 

 

 

To: Salaries and Wages Departments 

 Pensions Contacts 

 

Dear Colleagues 

 

Market Adjustment Factor for calculation of capital cost of compensatory 

added years 

 

1. Purpose of this Circular 

 

This circular has been issued to advise authorities of an error in the Market 

Adjustment Factor for calculation of capital cost of compensatory added years which 

appeared on the NILGOSC website on 10 March 2009. 

 

2. Corrected Market Adjustment Factor 

 

Please note that the correct market adjustment factor at March 2009 was 1.12 and 

not 1.19 as per the website.  I apologise for this error and the website has now been 

updated to reflect the correct market adjustment factor. 

 

The guidance which we have relating to capitalisation costs for accounts is dated 16 

August 2000 and on reviewing it today it appears out-of-date. I have attached a 

copy of this guidance for your information. This guidance was produced by Bacon 

and Woodrow for those employing authorities who awarded compensatory added 

years and were required to provide capital values of compensatory added years 

pensions in their accounts.  It is not used by NILGOSC as we are not a compensatory 

paying authority. 

 

Since October 2008 the Scheme has received updated factors from the Government 

Actuary’s Department (GAD) for calculating market adjustment factors which remove 

the 2% underpin, refer to a different index and revise factors for all Scheme 

calculations.  These updated factors reflect increasing longevity.  Unfortunately the 

revised market adjustment factor for transfers was used in the advice from NILGOSC 

on 10 March 2009 rather than the factor in accordance with the Bacon and Woodrow 

guidance.  

 

It appears that the guidance relating to calculation of capital costs of compensatory 

added years should be updated.  Please let me know if you wish NILGOSC to request 

updated guidance from the actuary.  The cost of this guidance will have to be 

recharged to those employers to whom it applies.   

 



 

If you have any questions regarding the content of this circular, please contact either 

myself or Mark Wright.  Once again I apologise for the error. 

 

Yours sincerely 

 

 

 
 

 

 

Zena Kee  

Pensions Manager 

 




































