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Summary 

The Pension Fund has commenced its triennial valuation. 

The Valuation process seeks to ensure the long-term solvency of the Fund 
through ensuring that it holds sufficient assets to be able to pay all its members 
benefits and calculates employer liabilities – and their contribution. 

The Panel have been advised of a number of factors which may impact the 
outcome or the period that rates need to be set. Each of these matters remains 
unresolved and the Actuary has therefore calculated Fund and employer 

liabilities on the known benefit structure at 31 March 2019. 

Since the Pension Panel last met, the Actuary has completed his calculation of 
the whole Fund position (112%). Further work is required to calculate the 

position for individual employers. 

Recommendation 

That the update on the Actuarial Valuation 2019 is noted. 

Background 

1. The Fund has commenced its triennial valuation. In the absence of any 
further guidance this will set employer contributions from 1 April 2020 until 

31 March 2023. 

2. A number of developments which provide significant uncertainty remain 
(e.g. the McCloud judgement, HM Treasury’s cost control mechanism and 

the Scheme Advisory Board’s (SAB) cost control mechanism and the 
outcome of several consultations or Government decisions, including a 
consultation on the frequency of the Local Government Pension Scheme 

valuation cycles). Whilst the Actuary has reviewed the level of additional 
prudence in the discount rate in the context of these outstanding matters, 

the valuation has been completed on the basis of the known benefit 
structure as at 31 March 2019. 

  



Timetable 

3. The table below shows the progress against the key valuation milestones. 

Milestone  Date Status  

Data Submission  12/08/2019  Complete 

Data Validation  12/08/2019 Complete 

Resolution of data queries  12/08/2019 Complete 

Clean data sign off 30/08/2019 Complete 

Compass (Asset Liability) Modelling  02/09/2019 In progress 

Provision of initial Whole Fund results 04/10/2019 Complete 

Provision of initial individual employer results  04/10/2019 In progress 

Finalisation of employer results  29/02/2019  

Final valuation report – Regulatory 

Requirement 

31/03/2020  

Amendments to the Funding Strategy Statement 

4. The purpose of the Funding Strategy Statement is to set out the 
Administering Authority’s approach to funding its liabilities and how 

employer liabilities are measured (the value of the benefits to be paid to 
members), the pace at which these liabilities are funded (the balance 

between investment risk and the level of contributions required) and how 
employers or pools of employers pay for their own liabilities. The FSS is 
reviewed in detail at each valuation or between valuations for any minor 

amendments required reflecting regulatory changes or alterations to the 
way the Scheme operates. 

5. At their meeting in July 2019 the Pension Panel: 

a. Considered the feedback from Employers relating to the draft Funding 
Strategy Statement. 

b. Agreed the current version of the Funding Strategy Statement as the 

approach assumed by the Actuary when calculating employer liabilities 
and determining the pace at which these liabilities are funded. 

c. Agreed that further minor changes to the document can be made by 

the Director of Finance and Support Services in consultation with the 
Chairman, with any material changes to be brought back to the 
Pension Panel. 

6. In the absence of guidance the following wording will be added to the FSS 

in relation to the McCloud judgement: 

The Actuary has reserved additional prudence within the discount rate 
which can be adjusted to deal with the Government’s response to the 

McCloud judgement as required. 



7. In addition the Pension Fund has commissioned the Actuary to prepare a 
paper covering the following areas which will be impacted by the McCloud 

judgement: 

 Employer contribution rates 
 New academy asset allocation 

 Cessation valuations 
 Ongoing funding positions 

 New contractor asset allocation 
 Other new employer asset allocation 
 Accounting reporting 

 Bulk transfers 

8. No further amendments are proposed at this stage although the Strategy 

will need to be updated for the financial and demographic assumptions 
applied. 

Whole of fund results 

9. The table below summarises the funding position of the Fund as at 31 

March 2019 in respect of benefits earned by members up to this date 
(along with a comparison at the last formal valuation at 31 March 2016). 
 

 31 March 
2016 

31 March 
2019 

Past Service Liabilities    

 Employees 1,099 1,277 

 Deferred Pensioners 620 971 

 Pensioners  1,425 1,672 

 Total 3,144 3,919 

Assets  2,986 4,374 

Surplus / (Deficit) (158) 455 

Funding Level  95% 112% 

10. The improvement in funding level between 2016 and 2019 is primarily due 
to strong financial market experience (returns over the period were 44.7% 

compared to the Actuary’s assumption of 11.9%). 

11. The initial minimum contributions to be paid by each employer will be 
calculated by the Actuary in advance of November 2019. 



Employer covenant work 

12. PWC have been commissioned by the Actuary as part of the valuation work 
to consider the broad employer groupings within the FSS (scheduled 

employer, admitted body with guarantor, admitted body without guarantor) 
and whether there are any particular employer risks which the Fund needs 

to be aware of. PWC will also assist officers with developing a framework 
for reviewing employer risk between valuations.  

13. The Actuary and officers met with PWC in early October to consider their 

initial findings. 

Compass (Asset Liability) Modelling 

14. The Actuary has been commissioned to model the Fund’s investment and 
contribution strategies to ensure that they remain appropriate and 

highlighting issues for consideration in the future, such as addressing 
Environmental Social and Governance issues in a more direct way, the 
suitability of the asset classifications and the sustainability of contribution 

strategies. 

15. The outcomes will be presented to the Pension Panel at their meeting in 
January 2020. 
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