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Experience since 2022 – Key factors

High levels of CPI
Since 2022 total CPI was 16.6% (5.2% p.a.), vs. the valuation assumption of 3.1% p.a.
In isolation, this caused a reduction in the funding level of c5%

The net result is a significantly improved position compared to 2022.

Investment performance
The 3-year return of c14.4% (4.6% p.a.) was below the main 2022 valuation assumption of 4.8% p.a.
In isolation, this reduced the funding level by around 1%

Increases in future investment return outlook
Interest rates increased significantly since 2022
This leads to higher expected future returns which in isolation this will increase the funding level
But the size of the increase depends on how much credit for these expected future returns is
taken
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Funding Level at previous valuations

Funding level hasn’t always been as healthy

• The chart shows the Fund’s aggregate funding level* at each valuation since 2004

• The Funding level was less than 100% (i.e. there was a deficit) during all of this time

• Over those 18 years, it was restored primarily by investment returns and additional employer contributions.
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Key parameters

Real discount rate
(i.e. assumed investment return above inflation).
Higher assumption means more risk but also
means lower assessment of liabilities and so
lower current contributions.

Recovery period
reduced by 3 years

Sustainability reserve
increased by 5%

Real discount rate reduces
by 0.1%

No impactNo impact0.5% of payPrimary rate

(0.5%) (where surplus)2.7% of pay0.9% of paySecondary rate

Sustainability reserve
Provides extra contribution stability – first x% of
surplus retained in employer notional asset share,
remainder returned to employers via lower
contributions

Recovery period
Over which excess surplus / deficit removed.  Longer = more stability (as enables more smoothing)

Impact (for the Fund in aggregate)

Impacts for individual employers will vary potentially materially, depending on their own circumstances
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The 2025 valuation will see contribution reductions for many employers

Less risk

More risk

Lower
contributions

Higher
contributions

Risk

Contributions

Balancing short-term affordability versus longer term contribution stability
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2025 Valuation – preliminary results

Note:  Figures allow for the employer results at the current time

31 March 202531 March 2022
Updated positionFinal valuation position

3.00%1.70%Real discount rate - past

2.50%2.10%Real discount rate - future

2,6262,339Assets (£m)

2,2912,361Liabilities (£m)

335(22)Surplus / (deficit) (£m)

115%99%Funding level

1516Smoothing period

10%0%Sustainability reserve

(2.7)%0.7%Secondary contributions

15.7%18.4%Primary contributions

13.0%19.1%Total contributions

The provisional results show:

A higher funding level / lower
contributions compared to any
recent valuations

An increase in prudence levels

This means:

The Fund is in an improved
position to keep contributions
stable in future (although significant
risks still remain).

The Fund’s average contribution rate is reducing from 19.1% to 13.0%
8
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Contribution sustainability

What is the chance of maintaining the proposed contributions for the next two valuations?
How can we improve this by using prudence in the funding plan?

Likelihood of maintaining 13% contribution rate

Use full sustainability reserveUse 5% of sustainability reserveRetain 2025 valuation
parametersValuation Year

c65%-70%c60%c50%-55%2028

c65%-70%c60%c50%-55%2031

If future experience is better than assumed, there may be the opportunity to reduce contributions further

10 yrs6 yrs3 yrsAssumption

70%53%51%Maintain 13% or lower

21%31%26%Increase by 3% or more

14%20%17%Increase by 5% or more
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Employers without taxpayer backing – “lower risk” employers:

A different approach is applied currently to reflect the different risks to the
Fund from these employers

Due to the improved positions / reduced risk, the treatment is moving closer
to the “standard” approach  .

11

Termination policy:

Changes to the termination policy – particularly for the “lower risk”
employers, so provide greater protection to the Fund when they exit

Academies:

Going forward new academy conversions will receive a share of the ceding
Council’s sustainability reserve, to ensure consistent contributions before and
after conversion

22

33

Other policy points

10



Employer Results

Funding Strategy Statement

2



Funding Strategy Statement

12

Layout and content

The updated draft FSS includes new sections and Fund policies brought into the document.

NEW
• Surplus policy
• Asset share policy

UPDATED
• Deficit recovery policy
• Admission and termination

policies
• Employer Risk Management

policy
• Notifiable Events Framework
• Employer Events policy is now

part of the FSS document
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Funding Strategy Statement
The consultation process

All employers
must be

consulted

Process decided
by the

Administering
Authority

Employers
views must be

considered

Final decision
rests with the

Committee
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