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P U R P O S E  O F  A N  A C T U A R I A L  V A L U A T I O N

F I N A N C I N G  T H E  B E N E F I T S

O B J E C T I V E :  I S  T O  H A V E  S U F F I C I E N T  A S S E T S  T O  P A Y  

B E N E F I T S  A S  A N D  W H E N  T H E Y  F A L L  D U E .

O B J E C T I V E :  I S  T O  H A V E  S U F F I C I E N T  A S S E T S  T O  P A Y  

B E N E F I T S  A S  A N D  W H E N  T H E Y  F A L L  D U E .

Contributions

Investment

Returns
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A F F O R D A B I L I T Y  V S  S O L V E N C Y

C A S H F L O W S  A N D

I N V E S T M E N T  S T R A T E G Y

F A L L  I N  M A R K E T  Y I E L D S  V S  

E X P E C T E D  R E T U R N S  F R O M  

S T R A T E G Y

T R A N S P A R E N C Y  A N D  F L E X I B I L I T Y

C O M M U N I C A T I O N  W I T H  

S T A K E H O L D E R S  A N D  

B E N C H M A R K I N G

K E Y  I S S U E S  A F F E C T I N G  F U N D I N G  

A N D  R I S K  M A N A G E M E N T

Investment 

strategy

Funding

strategy

Risk

strategy

Covenant
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2 0 1 3  V A L U A T I O N  R E S U L T S - R E C A P

W H O L E  F U N D

Current average future service contributions 

(14.1% of pay) = c£46m pa

Average Recovery 

period (Whole Years) 

Certified Average Deficit 

Payment (increasing with 

assumed pay growth)

21

2015/16 - £34m

2016/17 - £37m

2017/18 - £39m

Total average contributions in 2015/16 = c£80m

Note:  Future service contributions are based 

on a payroll of £325m
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2 0 1 6  V A L U A T I O N

T H E  G O O D ,  T H E  N O T  S O  G O O D  A N D  T H E  P R E S E N T L Y  

U N K N O W N

- Fund’s investment performance 

- Payment of deficit contributions

- From a funding perspective, 

extension of short-term public 

sector pay restraint (now 1% p.a.  

to 31 March 2020)

- Actual CPI inflation since 2013

- Continued low interest  

rate environment, 

leading to low(er)

return expectations 

(e.g. discount  rate)

- Continued uncertainty 

regarding employer 

budgets / affordability

- Impact of NI

contribution increase

- Impact of actual membership 

experience over 2013-2016 

and post 2016 trends e.g.

• Longevity

• Actual Salary 

“increases”

• Leavers

• Future Fund profile

• Impact of asset pooling

- Alignment of past/future 

service assumptions?

?
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P H A S I N G  O F  I N C R E A S E S

F I N A N C I A L  A N D  D E M O G R A P H I C  A S S U M P T I O N S

R E C O V E R Y  P E R I O D

S TA B I L I T Y / A F F O R D A B I L I T Y

C O V E N A N T

F U N D I N G  S T R A T E G Y  C O N S I D E R A T I O N S
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2 0 1 6  V A L U A T I O N  T I M E L I N E

C O M P L E T E

2 0 1 5 Q 4 2 0 1 5 Q 4 /

2 0 1 6 Q 1

2 0 1 6 Q 2 2 0 1 6 Q 3 2 0 1 6 Q 3 / 4 2 0 1 6 Q 4  /  2 0 1 7 Q 1
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I N D I C A T I V E  

C A L C U L A T I O N S

R E S U L T S D I S C U S S I O N S

W I T H  

E M P L O Y E R s

£

M O N I T O R I N G  A N D  

U P D AT E S

Provision of data extract 

for validation / 

processing



© MERCER 2015 7


