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WELWYN HATFIELD BOROUGH COUNCIL 
CABINET – 6 JANUARY 2020 
REPORT OF THE CORPORATE DIRECTOR (RESOURCES, ENVIRONMENT & 
CULTURAL SERVICES DIRECTOR) 
 
PENSION FUND TRIENNIAL VALUATION 2019 

1 Executive Summary 

1.1 Welwyn Hatfield Council employees are eligible to be members of the Local 
Government Pension scheme. This is a statutory condition of employment 
available to all local government employees. The terms and conditions are set 
nationally. 

1.2 The Hertfordshire Local Government Pension Fund is administered by 
Hertfordshire County Council.  The value of the assets and liabilities of the fund 
are assessed on a 3 yearly basis by the fund’s actuary, Hymans Robertson. 

1.3 The Council has received the draft results of the triennial valuation 2019, which is 
used to determine the employer contribution rates for the next three years, with 
effect from 1 April 2020.  

1.4 The purpose of this report is to update members on the results of the 2019 
valuation and to seek approval for a one-off lump sum contribution into the fund 
to help manage the annual contributions from both the General Fund and 
Housing Revenue Account.   

2 Recommendation(s) 

2.1 That Cabinet agrees to take out option 1 as described in section 3 of this report to 
address the pension fund deficit.  This means an additional lump sum payment of 
£1.848m will need to be paid into the pension fund and this will be funded from the 
pension earmarked reserve as well as existing General Fund and Housing 
Revenue Account budget. 

3 Explanation 

3.1 The Local Government Pension Scheme (LGPS) undergoes a financial valuation 
every 3 years; this is carried out by the appointed actuary, Hymans Robertson. 
The triennial valuation is an assessment of the financial health of the pension fund 
and the results of which is used to determine the contributions that the Council will 
need to pay to the pension fund from 1 April 2020 – 31 March 2023. 

3.2 The previous triennial valuation was carried out based on the valuation date of 31 
March 2016 (i.e. the 2016 Valuation); the WHBC fund was shown to be £25m in 
deficit or 83% funded.  The latest 2019 valuation is based on an assessment of 
the fund as at 31 March 2019.  The result shows that the deficit position has 
improved and is now just under £10m and the funding level has increased to 94%.  
The assets and liabilities of the pension fund from the two valuations are 
summarised in the table below. 



Triennial Valuation Results for the WHBC Fund 

  2016 Valuation 2019 Valuation 

  £000 £000 
Assets 120,791 154,471 
Liabilities -145,805 -164,789 
Deficit -25,014 -10,318 
      
Funding Level 83% 94% 

 

Options to address the pension fund deficit 

3.3 The Actuary is required by Regulations to set a prudent contribution rate in order 
to ensure the long term solvency of the pension fund.   A risk based approach is 
taken to assess the likely forecast for the fund and a stabilisation methodology has 
been used to help smooth out changes to contribution rates over a 20 year period. 

3.4 At the time of the last valuation in 2016 a lump sum payment of £1.3million was 
made to fix contributions at the same rate for a three year period.  Now we have 
come to the end of that three year period. 

3.5 At the current time the Council is paying 18.3% on payroll as the employer’s 
contribution to the future benefit being accrued and is also paying an annual 
amount of £1.1m towards funding the structural deficit of the fund.     

3.6 Following the release of results from Valuation 2019, the Actuary has proposed to 
maintain the cost of the future accrual (i.e. the cost related to current active 
members) at 18.3% of pay for the next 3 years.  There are, however, two options 
in relation to the deficit payments over this period.  These options are set out in 
the table below: 

Option  
Lump sum payment in each year   

Additional 
2019/20 2020/21 2021/22 2022/23 Total over 3 

years 
  £000 £000 £000 £000 £000 
Option 1 - 
Additional 
lump sum in 
2019/20 

1,848                        
1,100  

                       
1,100  

                       
1,100  5,148 

Option 2 – 
increased 
annual lump 
sum 

0 1,702 1,748 1,795 5,245 

 

3.7 Option 1 would require an additional one-off payment of £1.848m in 2019/20, but 
contributions to the past deficit in the next 3 years would remain at existing 
budgeted levels of £1.1m in each year.    



3.8 Option 2 does not require any additional one-off payment in 2019/20 but would 
require a budget growth of £602k in 2020/21 and then a further £46k growth in 
each of the two following years.   

3.9 The Council will need to inform the Administering Authority (Hertfordshire County 
Council) the deficit recovery option chosen by 31 Jan 2020 and will need to make 
the payment by 31 March 2020. 

3.10 The pension fund is able to achieve a much greater return on investments than the 
Council can achieve through its treasury strategy and an up-front investment 
therefore results in a reduction of £97k in the total payment over the three years.   

3.11 A balance needs to be found of maximising the benefit of paying an additional 
payment upfront into the pension fund when it is affordable to do so and ensuring 
we are planning in our budgets to pay the annual lump sum each and every year 
over the 20 year period.  It should be noted that the return on the council’s own 
investment is much lower than the investment return under the Pension Fund, 
which is estimated to achieve about 3.4% per annum.  For this reason, option 1 is 
recommended.  This option keeps the annual total contributions in each of the next 
three years in line with current budget forecasts for both the General Fund and 
Housing Revenue Account.   

3.12 The Council is able to make additional lump sum payments into the pension fund 
in order to reduce the pension fund deficit.  The additional contribution would be 
charged to the General Fund and Housing Revenue Account.  The additional lump 
sum of £1.848million will be split 65% (£1.201m) charged to the General Fund and 
35% (£0.647m) to the Housing Revenue Account (HRA).  In terms of the General 
Fund, Members will recall that the council has been setting aside an earmarked 
reserve of £1.047m in anticipation of the lump sum payment.   For the HRA, the 
funding will be funded by releasing the funding set aside for Revenue Contribution 
to Capital within the current budget.  

3.13 It is likely that at the next valuation the Council will be faced with a similar dilemma 
with a proposed increase in the annual contributions.  To help smooth the impact 
of this future budget pressure it is proposed to top up the earmarked reserve for 
pension contributions as part of 2020/21 budget setting process.   

4 Legal Implication(s) 

4.1 The Local Government Pension Scheme is a statutory pension scheme.  The 
scheme has to be fully funded or have a plan to become so; the recommendation 
sets out in this report is to ensure that this obligation is met. 

5 Financial Implication(s) 

5.1 By taking out option 1, a payment of £1.848m will need to be funded from the 
2019/20 budget.  The share for General Fund is £1.201m, of which £1.047m will 
be met by a draw down from the Pension earmarked reserve and the rest will be 
met from the in-year savings made from the budget reset exercise.  The share for 
Housing Revenue Account amounts to £0.647m and this will be funded from the 
budget set aside for revenue contribution to capital. 

5.2 The total lump sum contribution over the three year period totals to £5.148m 
under option 1, which is £97k less compared to option 2.   

 



6 Risk Management Implications 

6.1 The risks related to this proposal are: 

6.2 Investment return lower than expected – the market conditions could deteriorate 
over the next 3 years and may not reach the assumption set by the Actuary.  
Likelihood – medium, Impact – medium 

6.3 Pension fund deficit deteriorates further at the next triennial valuation – option 1 
effectively fixes the pension contribution rate and lump sum for the next 3 years. 
Given that the fund is not currently fully funded and it could deteriorate further at 
the next valuation, in which case a large budget growth may be required in 4 year’s 
time.  To help mitigate this it is proposed to top up the pension reserve as part of 
the 20/21 budget setting process.  Likelihood – Medium, Impact – High. 

7 Security & Terrorism Implication(s) 

7.1 There are no known security or terrorism implications arising from the matters in 
this report. 

8 Procurement Implication(s) 

8.1 There are no procurement implications to consider in relation to pension 
contributions. 

9 Climate Change Implication(s) 

9.1 There are no climate change implications to this proposal 

10 Health and Wellbeing Implication(s) 

10.1 There are no direct health and wellbeing implications to consider. 

11 Link to Corporate Priorities 

11.1 The subject of this report is linked to the delivery of all the Council’s Corporate 
Priorities.  The provision of a pension to past and present employees who 
contribute to the delivery of all Council priorities and the council has a duty to 
ensure the pension fund is fully funded over time.   

12 Communications Plan 

12.1 The report sets out the obligations that the council is required to make under the 
Triennial Valuation results. 

13 Equality and Diversity 

13.1 An Equality Impact Assessment (EIA) has not been carried out in connection with 
the proposals as there are no equalities or diversities issues arising from the report. 
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