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RECOMMENDATIONS: The Pension Committee is recommended to: 

1. note the progress of the actuarial valuation; 

2. agree the background to measuring the funding level alongside initial whole fund 

valuation results; 

3. agree the policy areas within the Funding Strategy Statement (FSS) that are under 

review alongside the valuation; 

4. agree the next steps in the valuation in relation to setting employer contribution rates. 

 

1. Background 
1.1 The valuation of the Fund on a triennial basis is a regulatory requirement and is used to 
determine contribution rates payable by participating employers for the period commencing 1 April 
2020. The valuation is carried out under Regulation 62 of the Local Government Pension Scheme 
Regulations 2013 (“the Regulations”). Members may note however that the Ministry of Housing 
Communities and Local Government (MHCLG) issued a consultation seeking views on proposals 
to amend the Local Government Pension Scheme (LGPS)  valuation cycle in England and Wales 
from a three-year (triennial) valuation cycle to a four-year (quadrennial) valuation cycle. As a result, 
it is possible that the contribution rates arising from this valuation will apply for five years and this is 
reflected in the contribution rate modelling. The process for dealing with this change will be 
detailed as part of the Funding Strategy Statement review, presented to Committee on the 25 
November 2019. The report of the actuary on the valuation process and findings is attached at 
Appendix A to this report.  
 
2.   Whole of Fund Results 
2.1 Since the last valuation, the funding position as at 31 March 2019 is favourable and shows a 
funding surplus. The funding level increased from 92% to 108%.  A robust funding plan will be 
agreed for each employer which considers how the assets and liabilities will evolve over the time 
horizon in different economic scenarios. It is critical to note that the reported funding level does not 
directly drive the contributions that will eventually be set. The revised position is shown in Table 1, 
below with the results of the 31 March 2016 valuation, for comparison. 
 
  



Table 1: 2019 Funding Level (with comparison to 2016) 

 

 

2.2   Based on the data provided, the initial results of the 2019 valuation, at Whole of Fund level, is 
favourable and shows some scope to reduce employer contribution rates across Council and 
Academy employers. However, the extent to which this can be applied to small and medium 
employers has yet to be determined. In addition, the presentational funding level will need to be 
considered alongside the wider considerations (such as current regulatory risk, strength of 
employer covenant, external scrutiny, climate change and Environmental, Social and Governance 
(ESG) risk, etc.). Officers are presently in the process of communicating and discussing these 
options with each of the employer groups, mentioned above. The outcome of these discussions will 
be presented to the Pension Committee for approval before the contribution rates come into 
payment from 1 April 2020. 
 
2.3  The next major step in the valuation process is to calculate the funding positions and set the 
contribution rates for all employers in the Fund.  As set out above, this process is already 
underway for the Authorities and Academies in the Fund. For the other medium and small 
employers, this requires the Fund to consider for each employer: 

 The employer’s funding target (i.e. how much assets to hold to meet liabilities) 

 How long the employer has in the Fund to reach the funding target  

 An appropriate likelihood of meeting the target (or ‘likelihood of success’) e.g. 2/3rds, 75%. 
 
2.4  As part of the 2019 valuation of the Fund, a formal framework is being developed jointly by 
Fund officers and the Fund Actuary, to classify employers into risk categories.  The details of this 
framework, in particular how to establish the above three parameters for each employer, will be set 
out in the draft Funding Strategy Statement for Committee approval.  Under the current valuation 
timetable, a draft of the updated FSS will be discussed at the 25 November 2019 Committee 
meeting, and subsequently, circulated to all employers, together with their draft valuation results, 
for the required consultation.  A finalised draft will be presented to the Pension Committee for 
approval at the February 2020 meeting.   
 
3. ESG Considerations 
3.1  In arriving at an expected future investment return over the time horizon, it is critical that the 
Fund considers the impact and risks of ESG investment. ESG considerations are integral to the 
establishment of asset returns going forward and given that premise, modelling scenarios to take 
ESG into consideration is advised. In the 2016 valuation, expected future investment return 
assumptions of 4% per annum (on average) were deemed prudent over the next 20 years. Going 
forward, ESG and Climate Change risks may marginally dampen the expected future investment 
return assumptions. The committee should note that adjusting the expected future investment 
return assumption for ESG considerations does not change the level of employer contributions set. 
 
4.       Valuation data 
4.1 The Fund’s Administrator submitted membership data for the purposes of the 2019 
valuation, however, although the membership data is currently fit for the purposes of reporting the 

Valuation Date 31 March 2016 31 March 2019

Past Service Liabilities (£m) (£m)

Employees 994 1,035

Deferred Pensioners 604 737

Pensioners 1,414 1,587

Total Liabilities 3,012 3,359

Assets 2,771 3,633

Surplus / (Deficit) (240) 273 

Funding Level 92% 108%



initial whole fund valuation results, further data queries have been raised by the actuary. These 
validations, standard data checks and queries are necessary to ensure the data is suitable to 
calculate individual employer results and contributions, particularly for medium to small employers. 
Notably, these standard data checks are replicated across all Hyman’s Robertson actuarial 
services for LGPS funds to ensure consistency of approach.  
 
 
5. Conclusion and reasons for recommendations  
5.1 The draft Whole of Fund results for 2019 are favourable and show a funding surplus. The 
surplus provides scope for the reduction in employer contributions for the long term employers. 
The determination of employer contributions for small and medium employers, have not been 
calculated at this stage. The next steps are to finalise the data queries and proceed to employer 
level calculations.  
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