
London Borough of 
Harrow Pension Fund
2016 valuation – Funding strategy review

• Gemma Sefton
• 22 November 2016

Hymans Robertson LLP is authorised and regulated by 
the Financial Conduct Authority



2

2016 valuation progress report
Event Timescale Progress

Assumptions agreed with Pensions Committee 21 June 2016

Data received and cleansed June/July 2016

Whole  fund results issued to officers 10 August 2016

Whole fund results discussed with Pensions Committee 6 September 2016

Employer results issued to officers 27 September 2016

Submission of results to Scheme Advisory Board 30 September 2016

Contribution strategies tested using ALM October 2016

Employer surgeries held 18 October 2016

Pension board 2 November 2016

Funding strategies reviewed with Pensions Committee 22 November 2016

Final employer results and Funding Strategy Statement 
agreed

February/March 2017

Sign off valuation report and R&A 31 March 2017
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What are we going to cover?

Approaches for different 
employers

Next stepsSetting contributions: 
a risk based approach
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Setting contributions: 
A risk based approach
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Risk based approach
• The future is uncertain
• A single set of assumptions is ineffective
• Important to understand level of risk and 

how the funding position may evolve under 
a range of economic scenarios 

• Increased number and diversity of 
employers so….

• One size fits all strategy is 
not appropriate

• Tailored strategies reduces risk
and achieves better outcomes

• Increased scrutiny 

Bespoke employer funding strategies
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How to set a funding plan

Term  Maturity 

Security  Guarantor 

Planning to 
exit 

Closed to 
new entrants  Funding level

Size 

No actives 

Timing of 
returns 
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Stabilisation recap: Harrow Council

Providing some certainty when setting rates for long 
term secure employers
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Setting contributions: Harrow Council 

Assess the likelihood of different outcomes

median

Worst outcomes

Best outcomes

1%

95%

84%

16%

5%

99%



9

Setting contributions: Harrow Council
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Source: Hymans Robertson LLP, comPASS, sample output
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Contribution rate impact

Source: Hymans Robertson, comPASS, sample LGPS Fund
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Employer rates: three step approach

Understand employers

What is their funding target?

How long do we want to give each 
employer to get to the target?

How much risk can each employer 
take to hit the target?
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Employer rates: three step approach

Understand employers

100% funding (ongoing or 
cessation assumptions)

How long do we want to give each 
employer to get to the target?

How much risk can each employer 
take to hit the target?
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Employer rates: three step approach

Understand employers

100% funding (ongoing or cessation 
assumptions)

Deficit recovery period

How much risk can each employer 
take to hit the target?
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Traditional approach to funding plans: 
certainty about the future
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Risk based approach: recognise 
uncertainty
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Setting employer contribution rates
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Setting employer contribution rates

Source: Hymans Robertson, sample fund

Choice of ‘X’ depends on each 
employer’s risk to the Fund
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Contributions vs risk

Share of 
assets

Liabilities 
(i.e. asset 
target to 
meet all 
benefits 

eventually)

80%
risk

75%
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70%
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Timeframe = x years
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Different approaches for different 
employers

Council Academies Colleges “TABs” “CABs”

Ongoing Ongoing Ongoing Ongoing Cessation?

Long Long Long Short Short

Low Low Low/Medium High High

Stability 
mechanism

Stability 
mechanism 
option

Risk‐based rate Risk‐based rate Risk‐based rate
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Funding strategy review
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Policy change 1: risk based rates for all
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Policy change 2: Colleges

• Currently pay ‘stabilised’ contribution rate of Harrow 
Council

• Proposed new insolvency regime means the LB Harrow 
Pension Fund is an unsecured creditor

• Colleges not as ‘secure’ as before?

• Proposed treatment: risk-based approach used for other 
employers in the fund
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Policy change 3: Academies

• Currently pay contribution rate based on market 
conditions at conversion date

• DfE want similar treatment with local authority schools

• DfE guarantee gives Fund security

• Proposed treatment: offer contribution stability 
mechanism used for Harrow Council
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Policy reminder: employers planning 
for exit

Indemnity 
bond

Higher
funding 
target?

Charge on 
asset

Third party 
guarantee

Higher 
likelihood 
of success 
required

Less time 
to get 
there

Increasing security:

Open discussion with employers to reach suitable outcomes 
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Next steps



26

Next steps

• Agree contributions for Harrow Council following 
modelling results

• Consult with employers on Funding Strategy Statement 
(FSS) 

• 7th March Committee – Valuation report and FSS sign 
employer results

• Finalise valuation report and contributions by 31 March 
2017
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Thank you
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Reliances and Limitations
• This presentation is addressed to the Pensions Committee of the London Borough of Harrow 

Pension Fund for its sole use as Administering Authority and not for the purposes of advice to any 
other party; Hymans Robertson LLP makes no representation or warranties to any third party as to 
the accuracy or completeness.

• This presentation discusses the current issues in the LGPS and was prepared purely for 
illustration to employers. Hymans Robertson LLP accepts no liability for any other purpose of this 
presentation.  

• The following Technical Actuarial Standards* are applicable in relation to this presentation and 
have been complied with where material:

– TAS R – Reporting; 
– TAS D – Data;
– TAS M – Modelling; and
– Pensions TAS. 

* Technical Actuarial Standards (TASs) are issued by the Financial Reporting Council and set 
standards for certain items of actuarial work, including the information and advice contained here.


