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1.0 Purpose of the Report 
            
1.1 To provide Members with an update on the cashflow position of the Fund and the 

estimated date at which the Fund will go cashflow negative. 
 
 
2.0 Background 
 
2.1 As Pension Funds mature the monitoring of the inflows and outflows of the Fund is 

of increasing importance as benefits payable can begin to overtake the 
contributions in from employers, putting the Fund into a cashflow negative position. 
In recent PFC meetings Members have discussed the importance of this issue for 
NYPF in particular given that the cashflow is moving closer to a cashflow negative 
position. 

 
2.2 In the last meeting of the PFC Members requested an indication of when the Fund 

is likely to go cashflow negative so that it can plan ahead to ensure that the Fund is 
able to cover its outflows through other sources, for example, income generating 
investments. 

 
2.3 The Actuary, Aon Hewitt, was asked to provide this information in a report that is 

attached as Appendix 1. 
 
 
3.0 Purpose and Assumptions of the Report 
 
3.1 The report provides an indication of how the contributions to and benefit payments 

from the Fund will progress over the next 10 year period under the following two 
scenarios: 
 Scenario 1- assumes that there will be no new entrants to the Fund to replace 

any leavers, i.e. the scheme is closed.  

 Scenario 2- assumes a steady membership, i.e. all leavers are replaced and 
active membership therefore remains stable over the longer term. 

 
3.2 The key assumptions listed below used to produce the results of the report have all 

been based on the 2016 Triennial Valuation. Further details on these assumptions 
used in the 2016 Triennial Valuation are in the 31 March 2016 Actuarial Report that 
is attached as Appendix 2: 

 
 Membership data 

ITEM 8



 

 Employer contribution rates and deficit contributions 
 Life expectancy 
 Age of drawing pensions 
 Pay and pension increases 

 
3.3 It is also important to note that the results do not take into account transfers in and 

out of the Fund or any redundancies. Under scenario 2 the Actuary have provided 
two versions, one that takes into account the annual costs of running the Fund and 
one that does not. 

 
 
4.0 Results of the Report 
 
4.1 Under Scenario 1, it is estimated that the Fund will remain cashflow positive until 

2021/22 at which point it will switch to a cashflow negative position. 
 
4.2 Whilst scenario 1 can demonstrate the effects of declining active membership 

numbers on the cashflow position of the Fund, the most realistic scenario is 
Scenario 2. The results under this scenario are that the Fund is estimated to 
become cashflow negative in 2025/26 when the costs of administering the Fund are 
taken into account and 2027/28 when they are not included. The costs of 
administering the Fund that have an impact on the cashflow are currently estimated 
at £12.6m p.a., as detailed in the 2018/19 budget and cashflow statement in the 
Budget and Statistics paper. 

 
 
5.0 Conclusion and Next Steps 
 
5.1 To ensure that the outflows of the Fund are covered by the inflows as the Fund 

moves closer to a cashflow negative position alternative income generating 
opportunities will need to be considered. 

 
5.2 The issue of income generating investments will feature in future investment 

strategy deliberations. The monitoring of the cashflow position will continue and 
features as part of the new Budget report. 

 
 
 
6.0 RECOMMENDATIONS 
 
6.1      Members to note the contents of the cashflow report produced by the Actuary 

(Appendix 1). 
 
 
 
GARY FIELDING 
Treasurer to North Yorkshire Pension Fund 
NYCC 
County Hall 
Northallerton 
 
10 May 2018
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