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Pension Fund Accounts Reporting Requirement 

Introduction 

CIPFA's Code of Practice on Local Authority Accounting 2020/21 requires Administering Authorities of LGPS 

funds that prepare pension fund accounts to disclose what IAS26 refers to as the actuarial present value of 

promised retirement benefits. I have been instructed by the Administering Authority to provide the necessary 

information for the London Borough of Camden Pension Fund (“the Fund”). 

The actuarial present value of promised retirement benefits is to be calculated similarly to the Defined Benefit 

Obligation under IAS19. There are three options for its disclosure in the pension fund accounts: 

 showing the figure in the Net Assets Statement, in which case it requires the statement to disclose the 

resulting surplus or deficit; 

 as a note to the accounts; or 

 by reference to this information in an accompanying actuarial report. 

If an actuarial valuation has not been prepared at the date of the financial statements, IAS26 requires the most 

recent valuation to be used as a base and the date of the valuation disclosed. The valuation should be carried 

out using assumptions in line with IAS19 and not the Fund’s funding assumptions. 

Present value of promised retirement benefits 

Year ended 31 March 2021 31 March 2020 

Active members (£m) 1,086 729 

Deferred members (£m) 814 603 

Pensioners (£m) 976 898 

Total (£m) 2,876 2,230 

The promised retirement benefits at 31 March 2021 have been projected using a roll forward approximation 

from the latest formal funding valuation as at 31 March 2019.  The approximation involved in the roll forward 

model means that the split of benefits between the three classes of member may not be reliable.  However, I am 

satisfied that the total figure is a reasonable estimate of the actuarial present value of benefit promises.  

The figures include both vested and non-vested benefits, although the latter is assumed to have a negligible 

value.  Further, I have not made any allowance for unfunded benefits.  

It should be noted the above figures are appropriate for the Administering Authority only for preparation of the 

pension fund accounts. They should not be used for any other purpose (i.e. comparing against liability 

measures on a funding basis or a cessation basis). 

Assumptions 

The assumptions used are those adopted for the Administering Authority’s IAS19 report and are different as at 

31 March 2021 and 31 March 2020.  I estimate that the impact of the change in financial assumptions to 31 

March 2021 is to increase the actuarial present value by £553m.  I estimate that the impact of the change in 

demographic and longevity assumptions is to increase the actuarial present value by £30m. 
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Financial assumptions 

Year ended (% p.a.) 31 March 2021 31 March 2020 

Pension Increase Rate 2.85% 1.90% 

Salary Increase Rate 3.25% 2.30% 

Discount Rate 2.00% 2.30% 

Longevity assumptions 

Life expectancy is based on the Fund's VitaCurves with improvements in line with the CMI 2020 model, with a 

0% weighting of 2020 data, standard smoothing (Sk7), initial adjustment of 0.5% and a long term rate of 

improvement of 1.5% p.a.. Based on these assumptions, the average future life expectancies at age 65 are 

summarised below: 

 Males Females 

Current pensioners 22.0 years 24.3 years 

Future pensioners (assumed to be aged 45 at the latest formal valuation) 23.4 years 26.1 years 

Please note that the longevity assumptions have changed since the previous IAS26 disclosure for the Fund. 

Commutation assumptions 

An allowance is included for future retirements to elect to take 50% of the maximum additional tax-free cash up 

to HMRC limits for pre-April 2008 service and 75% of the maximum tax-free cash for post-April 2008 service.   

Sensitivity Analysis 

CIPFA guidance requires the disclosure of the sensitivity of the results to the methods and assumptions used. 

The sensitivities regarding the principal assumptions used to measure the liabilities are set out below: 

Sensitivity to the assumptions for the year ended 

31 March 2021 

Approximate % 

increase to liabilities 

Approximate monetary 

amount (£m) 

0.5% p.a. increase in the Pension Increase Rate 9% 253 

0.5% p.a. increase in the Salary Increase Rate 1% 18 

0.5% p.a. decrease in the Real Discount Rate 10% 276 

The principal demographic assumption is the longevity assumption.  For sensitivity purposes, I estimate that a 1 

year increase in life expectancy would approximately increase the liabilities by around 3-5%.   

Professional notes 

This paper accompanies my covering report titled ‘Actuarial Valuation as at 31 March 2021 for accounting 

purposes’.  The covering report identifies the appropriate reliances and limitations for the use of the figures in 

this paper, together with further details regarding the professional requirements and assumptions. 
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