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Why do we do a valuation?

Calculate employer contribution rates

Compliance with legislation

Analyse actual experience vs assumptions

Review Funding Strategy Statement

Part of continual ‘health check’ on Fund’s solvency

A valuation is a large risk management exercise 
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How the Fund works

Collect money

(contributions)

Invest money

(its assets)

Pay money out 

(benefits)

Contributions and investment returns fund all the benefits
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How do we get the sides to balance?

Employee 

Contributions
Employer 

Contributions

Investment returns Benefits

Employer contributions are the main tool the Fund can control to meet the balance of cost
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General insights

Key funding decision

Benefits 

earned to 

date

Assets 

today

Future 
investment

returns

Future 

contributions

Liabilities Assets

Benefits 

earned in 

future

Funding level is ‘past service’ only 

Majority of benefits yet to be earned

Balance future contributions vs investment 

risk

Key risk 

decision

Where to 

draw this 

line?

Funding target

Setting future contributions requires careful long-term risk management
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How we do the valuation

Inputs

Data for each member

Financial and demographic 

assumptions

Funding and investment strategy

LGPS benefit structure

Actuary’s models Primary outputs

Individual employer 

results schedule

Updated Funding 

Strategy Statement

Final valuation report
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2025 valuation – next steps

Data Cleansing

Q4 2024

Contribution rate 

modelling

Q1 & Q2 2025

Assumptions 

Advice

January 2025

Data provision

July 2025

Initial results

August 2025

Completed

Funding Strategy 

Statement

September 2025

Employer results

October 2025

Employer 

discussions

Q4 2025

Valuation 

sign off

March 2026

Next steps



Funding Strategy Statement
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Funding Strategy Statement (FSS) review

• Publicly available document which all LGPS Funds must maintain

• Regulations require a review of FSS at least every three years

• New guidance set by SAB / MHCLG / CIPFA for preparers of FSS

• FSS has been refreshed to ensure compliance with new guidance, including improved 

accessibility and navigation for stakeholders

• No material changes in funding strategy (apart from academy MAT pooling)

• The updated FSS is now out for consultation with employers alongside your results

Funding Strategy Statement is now being consulted upon with employers



2025 Valuation Results
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Whole fund valuation results

Surplus £235m

Funding Level 107%

Assets

£3,756m
Liabilities

£3,522m

Surplus £1,518m

Funding Level 151%

Assets

£4,471m
Liabilities

£2,952m

2022 2025
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Change in whole fund funding position

Employers will see variation based on their own circumstances
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Individual funding positions

Funding profile and history
LGPS history and active payroll impact past and future 

costs 

Membership experience
Events such as ill-health retirements, salary increases 

will affect your funding position

Membership profile
Differences such as age and gender will affect the 

contribution rate

Contributions being paid
Higher contributions will result in a larger funding level 

improvement

No two employers are the same

Employer funding level vs asset share
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Funding themes at the 2025 valuation

Funding position improvements and contribution changes vary by employer

Funding position

Across all employers, funding positions are 

improved

Contribution rates

Majority of employers seeing managed reductions in 

contributions

Total 

Contribution 

Rates



Employer level funding 
strategy
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3 steps to setting the funding strategy

Funding target
What is the employer’s funding objective?

Time horizon
Will the employer continue to participate in the Fund 

for the long term or will they exit (and when)?

Likelihood of success
How strong is the employer’s covenant?

Reflects the circumstances of each employer and allows the Fund to manage risk
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Setting risk-based contribution rates

Funding time horizon

Funding target

Likelihood of success

F
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e
v
e
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Set contribution rate to have sufficiently high likelihood of meeting the funding target at the 

end of the time horizon
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Funding strategy by employer type
Type of employer Scheduled bodies CABs and designating employers TABs

Sub-type Councils, Police Academies,

Colleges

Other Scheduled 

Bodies

Open to new 

entrants

Closed to new 

entrants

Without pass-

through 

arrangements

SAB Tier Tier 1 Tier 2 Tier 3 Tier 3 Tier 3 Tier 1 or 2

Funding basis Ongoing Ongoing Ongoing

Ongoing, but may move to low-risk exit basis

Ongoing

Minimum likelihood 
of success 

85% 85% 85% 85% 85% 85%

Maximum time 
horizon 

20 years 20 years 20 years 15 years 15 years 15 years

Primary rate 
approach

The contributions must be sufficient to meet the cost of benefits earned in the future with the required likelihood of success at the end of the 
time horizon, expressed as a percentage of pensionable pay

Secondary rate % of payroll % of payroll % of payroll % of payroll Monetary amount % of payroll

Stabilised 
contribution rate?

Yes Yes No No No No

Treatment of 
surplus (assessed 
at valuation date)

Covered by stabilisation arrangement Total contribution rate must be set at least at the primary rate. However, reductions may be 
permitted by the administering authority subject to additional consideration of the low-risk exit 

basis position

Phasing of 
contribution 
changes

Covered by stabilisation arrangement 3 years 3 years 3 years 3 years
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Stabilised contribution strategy

The Fund set rates to achieve contribution 

stability for its long-term, secure employers.

General insights

Stabilisation takes a long-term approach to 

setting contribution rates.

Rates are set in advance of the valuation date, 

to provide employers with budgeting certainty

Annual changes in contribution rate are 

restricted to a predefined maximum level

Remove volatility from contribution rates for long-term open employers (government backed)
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Different types of employer pooling

No Pooling Contribution Rate 

Pooling

Full Risk Pooling

• Everyone pays their own 

contribution rate

• Funding position specific to 

each employer

• No sharing of experience

• Everyone pays the same 

contribution rate

• Funding position specific to 

each employer

• Experience shared only for 

contribution rate setting

• Everyone pays the same 

contribution rate

• Experience is shared across all 

employers for contribution 

rates and funding positions
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(ABC academy trust)

Common pool 

rate of 21%
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Admitted Bodies

Contribution rates Low-risk basisContract nature

• No change if fixed rate in 

contract

• Will change if contractor pays 

the letting employer rate (and 

that is also changing) 

• Downwards pressure on 

contribution rates where fixed 

rate agreement not in place

• Low-risk exit basis funding 

results included within 

employer schedules for all 

admitted bodies

• This basis would likely apply 

upon the employer’s exit from 

the Fund

• Pass-through: typically included 

within funding position of letting 

employer and pay agreed rate

• Traditional with guarantee: own 

funding position but typically 

pay an agreed rate

• Traditional with no guarantee: 

own funding position and pay 

individual rate assessed at 

each triennial funding valuation



Employer valuation results 
schedule
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What do you need to do?
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What do you need to do?

Complete the 2025 Valuation Engagement Portal to:

1. Funding Strategy Statement (FSS)

• Provide your responses to the FSS consultation questions.

• Provide any comments about the FSS (question 7).

2.  Valuation results:

• Confirm receipt and understanding of your results schedule

• Confirm your acknowledgement (or otherwise) to your contribution rate from 1 April 2026. 

• Provide any comments about your results (question 10).

3.   Request further information (i.e. enhanced materials) to support your understanding of your own   

valuation results.

Consultation period is open until 31 December 2025



Thank you

Hymans Robertson LLP (HR) has relied upon or used third parties and may use internally generated 

estimates for the provision of data quoted, or used, in the preparation of this report. Whilst reasonable 

efforts have been made to ensure the accuracy of such estimates or data, these estimates are not 

guaranteed, and HR is not liable for any loss arising from their use. This report does not constitute 

legal or tax advice. Hymans Robertson LLP (HR) is not qualified to provide such advice, which should 

be sought independently.

© Hymans Robertson LLP 2024. All rights reserved. 

Caveat 2
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