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Background to the actuarial 
valuation
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How the Fund works

Collect money
(contributions)

Pay money out 
(benefits)

Invest money
(its assets)



5

Number one reason to carry out a valuation

Investment returns

Benefits

Contributions

Overriding goal of the valuation is to make sure there is enough money to pay the benefits
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How do we get the sides to balance?

Employer contributions are the main tool we can control to meet the balance of cost

Benefits

Investment returns

Employee 

Contributions

Employer 

Contributions



Key valuation decisions and 
outcomes
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Today’s funding position

Benefits 

earned to 

date

Assets 

today

Liabilities Assets
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The funding target

Benefits 

earned to 

date

Assets 

today

Liabilities Assets

Benefits 

earned in 

future
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The Fund’s ultimate objective

Managers

Benefits 

earned to 

date

Assets 

today

Future 
investment

returns

Future 

contributions

Liabilities Assets

Benefits 

earned in 

future

Key valuation decision
Where to draw the line 

between contributions and 
investment returns?

The cost of benefits must be met somehow

Setting the funding strategy is determining the balance of contributions and investment risk



Outlook for 2022 valuation
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What’s happened since 2019…

85

90

95

100

105

110

115

120

125

130

Mar-19 Jun-19 Sep-19 Dec-19 Mar-20 Jun-20 Sep-20 Dec-20 Mar-21 Jun-21 Sep-21

Asset value progression (31 March 2019 = 100)

Source: Sample LGPS fund

Strong asset returns since 2019 – more than recovering from March 2020
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Issues affecting 2022 valuation results

Long term market returns*

Long term inflation

Climate risk

Covid-19 / longevity*

*specific to Teesside Pension Fund

We will allow for all these in 2022 & report to you
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But what is
“the Fund” anyway?

• Collective noun for all (nearly 

300) employers

• Each employer “tends its own 

field” within the Fund

• Each employer funds the 

benefits of its own membership 

(current & ex-employees)
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Two outputs from the valuation*

Funding position Contribution rate

vs

Primary contribution rate
(cost of new benefits accruing)

Secondary contributions 
(any adjustment to the primary rate –

indirectly related to the funding position)

= surplus / (deficit)

+
Benefits 

earned to 

date

Assets 

today

Benefits 

earned in 

future

*Carried out for each employer
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Outlook for 2022 valuation results

Funding position + 

Secondary contributions

Likely to see an improvement in funding

position and lower secondary contributions...

Primary contributions

Assets

Liabilities Liabilities

Assets

…but Primary rates don’t benefit from asset 

performance and may see upward pressure

Change 

from 2019

Net impact will vary by employer



Valuation timetable
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Timetable for the 2022 valuation
Areas for Members’ 

involvement

Funding Strategy Statement 

(FSS) draft & consultation

(Q4 2022)

Pre-valuation work e.g. data cleansing 

(Q1 2022)

Feb

2022

31 Mar

2023

Agree assumptions

(April - May 2022)

Set Council contribution rates

(Q3 2022)

Collect valuation data

(August 2022)

Whole Fund results

(September 2022)

Final valuation report signed 

off and FSS finalised

(March 2023)

New employer 

contributions 

start to be paid

(1 April 2023)

Employer results 

(October 2022)

Employer results 

consultation

(November 2022)
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