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Devon Pension Board 
7 February 2023 
 

FUNDING STRATEGY STATEMENT 

Report of the Director of Finance and Public Value  

Please note that the following recommendations are subject to consideration and 
determination by the Committee before taking effect.  

 

1) Recommendation 

 
That the Board be asked to: 
 

(a) Note the revised Funding Strategy Statement set out in Appendix 1 to this report, 
and  

(b) Submit any comments to the Investment and Pension Fund for consideration. 
 
 

2) Introduction 

 
2.1 The Local Government Pension Scheme (LGPS) Regulations 2013 require all LGPS 

Administering Authorities to prepare a Funding Strategy Statement (FSS) in 
consultation with all employers participating in their respective Fund. 
 

2.2 Following completion of the 2022 Actuarial Valuation, a revised FSS has been 
drafted in conjunction with the Fund Actuary (Barnett Waddingham). The document 
is set out at Appendix 1. The document has been revised in order to reflect updated 
regulations, practice and actuarial assumptions. 
 

 

3) Revised Funding Strategy Statement 
 
3.1 The purpose of the FSS is to explain the funding objectives of the Fund and how the 

cost of the benefits provided under the Local Government Pension Scheme are met 
though the Fund. It also defines the objectives in setting employer contribution rates 
and the funding strategy that is adopted to meet these objectives. 

 
3.2 The FSS sets out the assumptions used by the Actuary in the actuarial assessment, 

and how the Devon Fund plans to achieve long term cost efficiency while aiming to 
maintain contribution rates as stable as possible. It also analyses the risks to the 
funding strategy and how those risks are managed. It should be read in conjunction 
with the Investment Strategy Statement. These assumptions have been updated to 
reflect the 2022 Actuarial Valuation. This includes updating the assumed inflation 



 

 
 

rates, the discount rate used, the demographic assumptions and the maximum 
recovery period. 

 
3.3. The other main changes in the revised FSS are set out below: 

• A revised policy in relation to cessation valuations. Where an employer 
becomes inactive with no other employer within the Fund responsible for taking 
over any residual liabilities a cessation valuation is carried out, taking into 
account the higher risk being borne by the Fund. In the past the calculation has 
been carried out using a discount rate based on Gilt yields. With the recent 
increases in yields using a discount rate based on Gilts would no longer reflect 
the level of risk facing the Fund. Therefore the revised FSS adopts a policy of 
using the same discount rate as for an ongoing valuation of liabilities but with 
an additional prudence reduction with the aim of targeting a 90% success 
probability that an exiting employer’s assets plus the calculated exit 
payment/credit will be sufficient to meet the residual liabilities. 

• Further clarification around the approach to town and parish councils where the 
last active member of the Fund leaves, but there may be an intention to offer 
the LGPS to a future new employee. Where an exit payment is not required, the 
council concerned will need to continue to make deficit payments to the Fund. 

• Updated wording around the impact of the McCloud age discrimination case 
and the proposed remedies to be applied. 

• A new section setting out the potential climate change risks that may impact on 
the funding strategy. 

  
 
 

4) Conclusion 

 
4.1 The Board is asked to review the draft Funding Strategy Statement and consider 

whether it complies with the regulations, and provides an effective and efficient 
strategy to meet the Fund’s liabilities and achieve full funding. In addition to 
comments from the Pension Board, the draft FSS has also been sent out for 
consultation to Fund employers. 

 
4.2 Any comments from the Pension Board or Fund employers will be brought to the 

attention of the Investment and Pension Fund Committee and will be taken into 
consideration in the final version to be approved by the Committee. 

 
 
 
 
 
 
 
 
 
 
 



 

 
 

 
Angie Sinclair 
Director of Finance and Public Value 
 
Electoral Divisions: All  
 

Local Government Act 1972: List of background papers 

Nil 
 
Contact for enquiries: 
Name: Mark Gayler  
Telephone: 01392 383621 
Address: Room 196 County Hall 
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