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Local Government Pension Funds:
2018-19 accounting update 

This session will cover:

2018/19 Code changes

LGPS example accounts

Asset pools

Annual report guidance
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LGPS example accounts

• Updated for 2018/19

• Reflects Code changes and 

Post Pool reporting 
guidance

• Includes disclosure 
and consistency checklists 

• Available  from CIPFA 

website

cipfa.org.uk

2018/19 Code changes affecting LGPS 

• Separate disclosure of gains and losses from 

derecognition of assets at amortised cost (para 7.3.2.14)

• IFRS 9 implementation (Chapter 7)

• Move away from “prescriptive” accounting policies (para 

3.4.2.87)

• Deletion of the analyses of debtors and creditors

across public sector bodies (paras 5.2.6.3 and 8.1.6.2)
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Gains and Losses from de-recognition of 
assets held at amortised cost

• NOT investment assets

• MAY apply to 3rd party loans or money market transactions 

cipfa.org.uk

IFRS 9 – 2018/19 Code introduces:

• new financial instrument classification, with new category 

of Fair Value Through Other Comprehensive Income 

(paragraphs 7.1.5.1 to 7.1.5.5 of the Code)

• new requirement for expected loss allowances 

(paragraph 7.2.9.1 of the Code)

• the option of additional disclosures for hedging 

(under section 7.1.8 of the Code).

NO requirement to restate comparative data  (Code para 

7.4.3.3)
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1 Business model? 2 Contractual 
cashlows?

Conclusion

Hold solely 

to collect 

contractual  

cashflows?

Hold to 

collect 

cashflows 

A ND sell

Neither Solely payments of 

princ ipal & interest 

on princ ipal o/s  on 

spec ific dates?

Classification 
and valuation

Bonds Yes Yes N/a No FVTPL – Fair 
Value

Equities No Yes N/a No FVTPL - FV

Pooled 
Vehicles

No Yes N/a No FVTPL - FV

Private 
Equity

No Yes N/a No FVTPL - FV

Cash Yes No N/a Yes Amortised cost

Debtors & 
Creditors

Yes No N/a Yes Amortised cost

FI classification – pension funds

cipfa.org.uk

IFRS 9 – credit losses

• NOT investment assets

• NOT government or local authority counterparties

• MAY apply to income from directly held property OR

transactions with admitted bodies

• Calculate and account for lifetime loss allowance ONLY

Note 14 – Direct 

Property Holdings
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Description 
of financial 
instrument

How this has been applied to manage risk Possible impact on future 

cash flows

Fair value hedges
Interest rates Hedges are entered into to mitigate the risk presented by variable rate unit trust in 

pooled investments. Their underlying values are linked to the relative movement over 
time on specified interest rates eg between a named unit trust bond and LIBOR. 

Settlement occurs at fixed points throughout the contract term based on the 

difference between the two rates on the specified date

A reduction of 10% in current 

carrying value could reduce 
the year end Fund Account 

balance by £3.4m

Forward 

foreign 
exchange 

contracts

Mitigate the risk that adverse movements on foreign exchange rates will affect the 

carrying value and investment income relating to pooled funds including quoted 
overseas equities.  Settlement is calculated at the contract end date based on the 

difference between spot rate and forward rate on a specified basket of currencies.

A reduction of 10% in current 

carrying value could reduce 
the year end Fund Account 

balance by £0.7m

IFRS 9 - hedging

Nominal 
value 
£’000

Inception 
date

Carrying 

value 

at 31 3 

2019

£000

Changes
in fair 
value 
2018/19
£000

Changes 
in fair 
value 
since 
inception
£000

Hedge 
ineffecti
veness 
2018/19
%

Hedge 
ineffective
ness since 
inception 
%

Where 
ineffectiveness has 
been
recognised 

UK pooled investments – unit trusts (classified as FVTPL)

Interest 
rate 
hedges

£40,000 1/7/2017 £26,145 (£1,726) (13,855) 6.2% 34.6% As part of change in 
market value of 
investments

Overseas pooled investments – unit trusts (classified as FVTPL)

Forward 

foreign 

exchange 

contracts

£7,500 8/3/2018 £6,661 (£788) (£839) 10.5% 11.2% As above

Interest 
rate 
hedges

£5,500 1/1/2019 £5,092 (£408) (£408) 7.4% 7.4% As above
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Other accounting changes 2018/19

2017/18 2018/19

£000 Notes £000

0 Long term investments 14 500

4,211,994 Investment assets 14 4,415,424

(35,360) Investment liabilities 14 (11,051)

4,176,634 Total net investments 4,404,873

0 Long term debtors 21 30

32,394 Debtors due within 12 months 21 15,621 

4,448 Cash balances 21 88,027

(609) Long term borrowing (436)

(15,057) Current liabilities 22 (11,506)

4,197,810 Net assets of the fund available to fund benefits at the 

end of the reporting period

4,496,609

Net

Asset

Statement

Lifetime tax allowances

Asset pools
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Lifetime tax allowance

• Introduced in 2016 - limits the amount of pension that can be paid 

without an extra tax charge
• Responsibility for payment rests with the pensioner

• BUT some funds offer to pay the tax upfront and are reimbursed 

from pension deductions over time
• This creates a long term debtor in the accounts.

31 March 2018 31 March 2019

£000 £000

Long term debtors

0 Reimbursement of lifetime tax allowances 30

0 Total 30

Short term debtors

2,976 Contributions due – employees 2,413

17,667 Contributions due – employers 7,032

20,643 9,475

3,809 Transfer values receivable (joiners) 1,463

7,786 Sundry debtors 4,554

156 Prepayments 159

32,394 Total 15,621

Note 21:

Current 

Assets

cipfa.org.uk

Asset pools

Investment in asset 
pool vehicle

Investment mandate 
transferred to pool 

for fund management
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Accounting for pool set-up costs

Options include:

• Charge costs to fund account if not material

• Carry investments in limited companies at Fair Value 

• OR at cost if Fair Value cannot yet be estimated 

• Classify as either a long or short term investment

• Decide whether the investment meets the definition of a 

financial instrument (eg can it be sold on?)

• If so, determine FVTPL or FVOCI classification

All 8 pools are different so each LGPS will need to decide 

accounting treatment locally and (if material) disclose in:

• accounting policies 

• critical judgements 

cipfa.org.uk

1 Business model? 2 Contractual 
cashlows?

Conclusion

Hold solely 

to collect 

contractual  

cashflows?

Hold to 

collect 

cashflows 

A ND sell

Neither Solely payments of 

princ ipal & interest 

on princ ipal o/s  on 

spec ific dates?

Classif ication 

and valuation

Scenario 1 –
profit share or 
dividend

Yes No N/A No FVTPL – Fair 
Value

Scenario 2 –
share option 
or disposal 
premium

No Yes N/A No FVTPL – Fair 
value

Scenario 3 –
loan

No No Yes Yes Amortised 
cost

Scenario 4 –
no cash flow 
benefit

No No Yes No FVOCI – Fair 
value

IFRS 9 and regional asset pools
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Annual Report Guidance 

• Updated for 2018/19

• Includes disclosure checklist 
• Main changes are:

 Asset pooling

 Administration

• Must, should and may approach:

cipfa.org.uk

Worth Technical Accounting Solutions 16Worth Technical Accounting Solutions 16

Annual report contents

Worth Technical Accounting Solutions

Overall Scheme management
• Contact details
• Risk management information
• Membership numbers
• New pensioner details
• Employing body details
• Contribution rates
• Policies & Guidance for employers
• Communication Strategy (England)

Investment management
• Funding Strategy Statement
• Investment Strategy Statement 
• Asset allocations
• Investment performance 
• Investment management costs
• Transition to regional asset pools

 Set up costs & expected savings
 Pooled/non-pooled investment 

returns

Governance
• Governance compliance statement
• Governance arrangements
• Role of local pension board

Statement of Accounts 
External audit opinion
Funding levels and actuary’s report

Financial performance
• Current year outturnvs budget
• Financial forecasts
• Analysis of administration and 

governance costs
• Analysis of non-investment assets 

and liabilities
• Pension overpayments & recoveries

Scheme Administration
• Caseload statistics
• Outsourcing arrangements
• Unit costs and staffing data
• Performance against key targets
• Complaints procedure
• Pensions admin strategy (optional)
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Annual Report contents – common problems

Key information not included or out of date 

 No financial forecasts, budgets or cash flow summaries

 No data on quality of administration and whether targets have been met

 No info on transparency agenda and hidden costs

 No information on risk management

No elected member input – no formal approval or sign off

No explanation of how governance arrangements work in 

practice or the role of the local pensions board

Long or complex documents copied in without summarising 

key points or explaining how issues are being addressed

Worth Technical Accounting Solutions 17
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www.cipfa.org/services/networks/

pensions-network/documents-
and-guidance/proposals-for-post-

pool-reporting

Post Pool Reporting
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Asset Pools

PLUS narrative 

information 

about progress 

made 

to date on pooling

cipfa.org.uk
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Scheme Administration
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Any questions?


