
PENSION COSTS  
 
Past and present employees are covered by the provisions of the two NHS Pension 
Schemes.  Details of the benefits payable and rules of the Schemes can be found on the 
NHS Pensions website at www.nhsbsa.nhs.uk/pensions.  Both are unfunded defined benefit 
schemes that cover NHS employers, GP practices and other bodies, allowed under the 
direction of the Secretary of State in England and Wales. They are not designed to be run in 
a way that would enable NHS bodies to identify their share of the underlying scheme assets 
and liabilities. Therefore, each scheme is accounted for as if it were a defined contribution 
scheme: the cost to the NHS body of participating in each scheme is taken as equal to the 
contributions payable to that scheme for the accounting period.   
 
In order that the defined benefit obligations recognised in the financial statements do not 
differ materially from those that would be determined at the reporting date by a formal 
actuarial valuation, the FReM requires that “the period between formal valuations shall be 
four years, with approximate assessments in intervening years”. An outline of these follows: 

  
a) Accounting valuation 
A valuation of scheme liability is carried out annually by the scheme actuary (currently the 
Government Actuary’s Department) as at the end of the reporting period. This utilises an 
actuarial assessment for the previous accounting period in conjunction with updated 
membership and financial data for the current reporting period, and are accepted as 
providing suitably robust figures for financial reporting purposes. The valuation of scheme 
liability as at 31 March 2017, is based on valuation data as 31 March 2016, updated to 31 
March 2017 with summary global member and accounting data. In undertaking this actuarial 
assessment, the methodology prescribed in IAS 19, relevant FReM interpretations, and the 
discount rate prescribed by HM Treasury have also been used. 
 
The latest assessment of the liabilities of the scheme is contained in the scheme actuary 
report, which forms part of the annual NHS Pension Scheme (England and Wales) Pension 
Accounts.  These accounts can be viewed on the NHS Pensions website and are published 
annually.  Copies can also be obtained from The Stationery Office. 

  
b) Full actuarial (funding) valuation 
The purpose of this valuation is to assess the level of liability in respect of the benefits due 
under the schemes (taking into account their recent demographic experience), and to 
recommend contribution rates payable by employees and employers.  
The last published actuarial valuation undertaken for the NHS Pension Scheme was 
completed for the year ending 31 March 2012. The Scheme Regulations allow for the level 
of contribution rates to be changed by the Secretary of State for Health, with the consent of 
HM Treasury, and consideration of the advice of the Scheme Actuary and appropriate 
employee and employer representatives as deemed appropriate.  

  
The next actuarial valuation is to be carried out as at 31 March 2016. This will set the employer 
contribution rate payable from April 2019 and will consider the cost of the Scheme relative to the 
employer cost cap. There are provisions in the Public Service Pension Act 2013 to adjust 
member benefits or contribution rates if the cost of the Scheme changes by more than 2% of 
pay. Subject to this ‘employer cost cap’ assessment, any required revisions to member benefits 
or contribution rates will be determined by the Secretary of State for Health after consultation 
with the relevant stakeholders. 

http://www.nhsbsa.nhs.uk/pensions

