Executive
summary
The Trustee has completed a valuation of the Scheme as at 31 December 2019. This
report sets out the approach adopted by the Trustee, the results obtained and the
actions taken in the light of those results.
The key results are as follows.

98.5%

Funding level

Scheme funding assessment
In funding the Scheme, the Trustee’s key objective is to ensure that there will be sufficient
assets to meet all benefit payments as they fall due. With this in mind, the Trustee has set a
target reserve for the Scheme based on a prudent estimate of the amount needed to meet
all payments in respect of the benefits earned up to the valuation date.

£35.65m

Scheme funding
deficit

Employer contributions
Under the Scheme’s existing schedule of contributions, the Employer had agreed to pay
contributions into the Scheme of £40.275m over the period from 31 December 2019 to 31
March 2021. Based on these contributions, the Scheme was expected to be fully funded
within eight months of the valuation date, by 31 August 2020.
When the existing schedule of contributions comes to an end on 31 March 2021, the
Employer has agreed to pay contributions of £20m per annum into an escrow account for
the period from 1 April 2021 to 31 March 2024. These contributions are guaranteed to be
paid in the first six months, but otherwise will continue, cease, or restart, depending on the
funding level of the Scheme, assessed each quarter end by the Trustee. Payments will be
made from the escrow account to the Scheme in certain agreed circumstances or otherwise
returned to the Employer. Full details of this mechanism can be found in the Escrow
Account Deed entered into between the Trustee and the Employer.
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Executive summary
continued

£929m

Estimated solvency
deficit

Solvency assessment
I have also completed a solvency assessment of the Scheme. This estimates the extent to
which the Scheme’s assets would be sufficient to secure members’ benefits by the purchase
of insurance policies if the Scheme were to be wound up at the effective date of the
valuation.
The solvency deficit was £929m, resulting in a funding level of 72%.

£44m

Estimated section
179 surplus

Section 179 assessment
I have completed a section 179 assessment of the Scheme. Once submitted, the Pension
Protection Fund (PPF) will base the Scheme’s levy on the results of this valuation starting
with the 2021/22 PPF levy.
The section 179 assessment revealed a surplus of £44m, resulting in a funding level of
102%. Further details are contained within Appendix F.
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Throughout the report:
“Scheme” refers to the Taylor Wimpey Pension Scheme
“Trustee” refers to the Trustee of the Taylor Wimpey Pension Scheme
“Employer” refers to Taylor Wimpey UK Ltd

Disclaimers, confidentiality and non-disclosure
This report has been commissioned by, and is addressed to, the Trustee of the Taylor Wimpey Pension Scheme. The intended user of this report is the
Trustee and it is for their exclusive use. Its scope and purpose is to provide the Trustee with the final results of the Scheme’s funding valuation as at 31
December 2019 and to satisfy the legislative requirements of reporting and certifying the results of the valuation. I am providing this report under the terms
of our engagement and in my capacity as Scheme Actuary.
This report may be shared with the Employer, but not with any other party without my prior written consent, except to comply with statutory requirements.
No other parties other than the Trustee may rely on or make decisions based on this document (whether they receive it with or without consent. XPS
Pensions Group plc and its subsidiaries (“XPS Pensions Group”) and any employees of XPS Pensions Group acknowledge no liability to other parties. This
advice has no wider applicability. It is not necessarily the advice that would be given to another client or third party whose objectives or requirements may
be different. This advice is up to date as at the date of writing and will not be updated unless we confirm otherwise. We retain all copyright and intellectual
property rights.
This report, and the work undertaken to produce it, is compliant with Technical Actuarial Standard (TAS) 100 and TAS 300, set by the Financial Reporting
Council. No other TASs apply.
XPS Pensions Consulting Limited, Registered No. 2459442. XPS Investment Limited, Registered No. 6242672. XPS Pensions Limited, Registered No. 3842603.
XPS Administration Limited, Registered No. 9428346. XPS Pensions (RL) Limited, Registered No. 5817049. XPS Pensions (Trigon) Limited, Registered No.
12085392. All registered at: Phoenix House, 1 Station Hill, Reading, RG1 1NB. XPS Investment Limited is authorised and regulated by the Financial Conduct
Authority for investment and general insurance business (FCA Register No. 528774). XPS Investment Limited is authorised and regulated by the Financial
Conduct Authority for investment and general insurance business (FCA Register No. 528774).

01 Introduction

Background

This report should
be made available to
the Employer within
7 days of receipt.

The Trustee of the Scheme has undertaken a valuation of the Scheme as at
31 December 2019.
I have already provided the Trustee with all of my advice in relation to the valuation,
including the results, in a number of previous reports, letters and presentations. The
purpose of this report is to set out in one place the final results of the valuation and to
satisfy the legislative requirement for reporting and certifying the results of the valuation,
within 15 months of its effective date.
The report is addressed to the Trustee. Legislation requires the Trustee to make it available
to the Employer within 7 days of receipt. As a recovery plan is required, a summary of the
actuarial valuation must be submitted to the Pensions Regulator (“TPR”) within 10 working
days of the schedule of contributions being certified.

The actuarial results
must be submitted
to the Pensions
Regulator within 10
working days of the
schedule of
contributions being
certified.

The following documents, provided to the Trustee, are relevant to the results in this report:
> Robert Birmingham’s report “Scheme funding report for the actuarial valuation as at 31
December 2016”, dated March 2018
> My report “Estimating the potential impact of GMP equalisation”, dated 12 March 2019
> My presentation “Thoughts ahead of 31 December 2019”, dated 27 November 2019
> My report “Longevity analysis results”, dated 19 November 2019
> My presentation “Preliminary results of the Actuarial Valuation as at 31 December 2019”,
dated 25 March 2020
> My presentation “Update on Technical Provisions assumptions and discussions with the
Company”, dated 24 June 2020
> My presentation “Long term funding – setting a journey plan”, dated 26 August 2020
> My presentation “Funding update and valuation discussions”, dated 10 September 2020
> My presentation “Summary of changes to provisionally agreed Technical Provisions
assumptions”, dated 4 February 2021
> My presentation “Summary of Company valuation proposal”, dated 23 February 2021
> Minutes of the Trustee’s meetings and emails relating to the valuation
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02 Funding objectives and
assumptions
The funding objective
The Trustee’s key funding objective is to ensure that there will be sufficient and appropriate
assets to cover its technical provisions (value of the liabilities on the Scheme’s funding
assumptions).

The methodology
used in deriving the
With this in mind, the Trustee has a funding target for the Scheme based on a prudent
assumptions are
estimate of the amount needed to meet those payments.
described in detail in
the statement of
Method and assumptions
funding principles,
In carrying out the valuation of the Scheme, a number of assumptions need to be made.
dated 26 March 2021 For the scheme funding valuation the method and assumptions are set out in the Trustee’s
statement of funding principles dated 26 March 2021, which has been agreed with the
Employer.

In funding the Scheme, the Trustee has assumed that it will continue in its current form in
the long term, with benefits being paid directly from the Scheme’s assets. For the purposes
of the valuation the Trustee has adopted the Defined Accrued Benefit actuarial funding
method.

Employer covenant

Strong
Employer
Covenant

Based on the review
undertaken by
Penfida

The Scheme is supported by the covenant of the Employer. Generally speaking, covenant is
the extent of a sponsor’s obligation and financial ability to support its pension scheme now
and in the future. The sponsor’s covenant underwrites the risks to its pension scheme.
An assessment of the covenant of the Employer was carried out by Penfida, the Trustee’s
covenant advisers. The assessment was done by reviewing the following factors:
> The Scheme’s formal recourse
> The characteristics and dynamics of the industry in which TW operates
> TW’s competitive position
> Historical financial performance, including performance during the last economic
downturn and H1 2020 performance during the COVID 19 lockdown
> Balance sheet strength and capital structure
> Financial market performance
> Covenant valuation
Full details of the assessment can be found in Penfida’s covenant review report dated 14
September 2020
The Trustee concluded that the Employer’s covenant is broadly unchanged since the 31
December 2016 valuation and is considered to be strong.
As the covenant strength has not changed since the previous valuation, no adjustments
have been made to the assumptions to reflect a change in covenant strength.
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03 Scheme funding
results
2028

Projected peak of
Scheme benefit
payments

2050

Last member
expected to retire

Projected benefit payments
I have used the scheme funding assumptions to project the estimated benefits that will be
paid to all members in respect of their entitlements at the valuation date. These projections
are set out in the chart below and represent all cash payments expected to be made over
the lifetime of the Scheme.

The Scheme is made up of those members who have already retired (pensioner members,
including those covered by the insured pensioner buy-in) and those who have not yet
retired (deferred members). The last deferred member is expected to retire in 2050, at
which point the benefits of all members will be in payment.
The projected cashflows are calculated on the scheme funding assumptions and are
therefore dependent on these assumptions being realised.
The level of benefits paid will depend on:
> the actual level of future inflation compared to that assumed (which affects increases to
pensions in deferment and in payment).
The timing of the cashflows will be dependent on factors such as:
> how long members and dependants live compared to assumed,
> how much pension members take as cash at retirement (it is assumed that 22% of
pension is taken as cash),
> whether members retire early or late, and
> whether members choose to transfer their benefits from the Scheme (which is not
allowed for in the assumptions).
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Scheme funding results
continued

£201m

The full reconciliation of the change to the Scheme’s funding position since the valuation
carried out as at 31 December 2016 is as follows:

Reduction in deficit
over the intervaluation period due
to investment
returns being higher
than assumed

£145m

Net increase in
Scheme liabilities
over the valuation
period due to
changes in
assumptions and
market conditions

Further information on the investment returns and the contributions paid in the period
between the two valuations can be found in Appendix C.

Addressing the deficit
Under the Scheme’s existing schedule of contributions the Employer had agreed to pay
contributions into the Scheme of £40.275m over the period from 31 December 2019 to 31
March 2021. Based on these contributions, the Scheme was expected to be fully funded
within eight months of the valuation date, by 31 August 2020.
When the existing schedule of contributions comes to an end on 31 March 2021, the
Employer has agreed to pay contributions of £20m per annum, payable monthly, into an
escrow account for the period from 1 April 2021 to 31 March 2024. These contributions are
guaranteed to be paid in the first six months, but otherwise will continue, cease, or restart,
depending on the funding level of the Scheme, assessed each quarter end. Payments will
be made from the escrow account to the Scheme in certain agreed circumstances, or
otherwise returned to the Employer. Full details of this mechanism can be found in the
Escrow Account Deed entered into between the Trustee and the Employer.
The Employer has agreed to pay in £2m per annum to cover Scheme expenses. The
Employer will also pay additional amounts into the Scheme equal to the Pension Protection
Fund (PPF) levies charged to the Scheme from time to time.
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Scheme funding results
continued

Risk and prudence
Key Risks
There are a number of risks which might ultimately affect the Trustee’s ability to pay
benefits to members. Foremost among these are the risks relating to:
> Funding risks – if experience turns out to be less favourable than was assumed for the
funding assessment, for example members living longer than assumed, inflation higher
than assumed or legislation introduces unanticipated liabilities, additional contributions
are likely to be required from the Employer.
> Employer covenant – the Employer may become less able to continue to make
contributions or unwilling to support the Scheme, therefore leading to a loss of longterm security.
> Investment risks – where future investment returns are below those assumed or there is
an asset/liability mismatch where an increase in liabilities (e.g. from decrease in gilt yields)
is not matched by an increase in asset values.
Risk mitigation measures
The Trustee has taken a number of actions to mitigate the risks. These include:
> Funding - the assumptions used in the funding assessment have been chosen prudently,
making it less likely that experience will turn out to be worse than assumed.
> Monitoring - regular updates are received by the Trustee to keep abreast of any changes
in the Employer’s covenant and the funding position.
> Investment - the Trustee has invested some of the Scheme assets in bonds and LDI,
resulting in the liabilities being largely hedged. Movements in the value of these assets
act to partially offset movements in the technical provisions when bond yields change.

Sensitivity to assumptions
To give an idea of the extent of some of the key risks, I set out below the sensitivity of the
technical provisions to some of the key assumptions. These show the impact on the
technical provisions of changing each assumption in isolation. Please note that these
calculations are approximate and intended for illustration only.
Impact of change in assumptions on technical provisions:
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Scheme funding results
continued

Level of prudence in funding results
The assumptions used in calculating the technical provisions must be chosen prudently,
including an appropriate margin for adverse deviation.
Prudence has been allowed for in the technical provisions by adding explicit margins to the
assumptions. In particular these margins include a prudent allowance for expected returns
on the Scheme’s assets above the risk-free rate. If these margins are removed the technical
provisions would decrease by approximately £480m.
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05 Section 179
valuation
Background
I have carried out a Pension PPF levy (section 179) valuation of the Scheme as at
31 December 2019 and enclose, in Appendix F, a copy of my certified results. The
assumptions are set by the PPF and are designed to broadly reflect the cost of buying out
the PPF benefits with an insurance company. Details on the assumptions used are set out in
Appendix D. We will arrange for the information shown in the certificate to be entered onto
the Pension Regulator’s Exchange website. From there it will be shared with the PPF who
will use it to calculate the Scheme’s annual PPF levy.

Methodology
The PPF prescribes the calculation methodology to be used for the section 179 valuation.
This can be found in version G8 of its paper “Guidance for undertaking the valuation in
accordance with section 179 of the Pensions Act 2004”. I have followed these prescriptions
in my valuation. Details of the assumptions used are set out in Appendix D.
I have estimated the value of the Scheme’s section 179 liabilities as at 31 December 2019
using the same data as used for the scheme funding assessment.
An allowance of 1% has been included within the liability amount to account for GMP
equalisation.

Results

102%

Section 179 funding
level

On the section 179 basis, as at 31 December 2019, the Scheme had assets of £2,437m and
liabilities of £2,393m, equivalent to a funding level of 102% and a surplus of around £44m.
Further details are provided in Appendix F. This compares with assets of £2,260m and
liabilities of £2,449m assessed at 31 December 2016, equivalent to a funding level of 92%
and deficit of £189m.

Experience analysis since the previous valuation
The improvement in the funding position on the section 179 basis since the previous
valuation is primarily due to the return on the Scheme’s investments being higher than the
discount rate used to value the liabilities on a PPF basis, coupled with deficit contributions
paid by the Employer.
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Appendix A
Scheme benefits
The Scheme benefits are described in the Scheme’s definitive trust deed and rules dated 21
June 2017 and subsequent amending deeds and announcements for the Scheme. A
summary of the benefits will also be set out in the member booklets issued to members in
the past.
Equalisation
The Scheme appears to comply with the main equal treatment requirements of the
European Court, as far as these are known, and the valuation has been prepared on this
basis. I have assumed that these requirements have been validly incorporated in the trust
deed and rules and the benefits supplied by the administrators reflect the rules.
Like many UK pension schemes, however, the Scheme’s benefits still differ between men
and women as a result of differences in Guaranteed Minimum Pension (GMP). My valuation
allows for the estimated additional liabilities that would arise if benefits were to be
equalised to remove these differences for the members with GMP. I have done this by
including an allowance of 1% within the liability amount. However I have not included a
similar allowance within the insured assets as the working assumption is that any GMP
equalisation adjustment would not be covered by the existing insurance contracts, and
hence creates a small additional liability in respect of the insured pensioners.
A further judgement in November 2020 has ruled that members who have previously
transferred out will need their transfer values revisited and potentially topped up to the
extent they should have been higher in the first place had GMPs been equalised. This is
expected to increase the Scheme's liabilities. Given the timing of the judgement, I have
made no allowance for this in the valuation.
Discretionary practice
There has been no recent history of discretionary increases or discretionary benefits being
awarded under the Scheme. In line with this past practice, I have therefore made no
allowance in the valuation for discretionary increases or benefits being granted in future.

Scheme and legislative developments since the 2016 valuation
There have been no material changes to the Scheme benefits since the 2016 valuation. Any
legislative changes that are material to the valuation are covered above.
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Appendix E
Documents and certificates
Actuary’s certificate of the calculation of technical provisions
Name of Scheme: Taylor Wimpey Pension Scheme
Calculation of technical provisions
I certify that, in my opinion, the calculation of the Scheme’s technical provisions as at 31
December 2019 is made in accordance with regulations under section 222 of the Pensions
Act 2004. The calculation uses a method and assumptions determined by the Trustee of the
Scheme and set out in the statement of funding principles dated 26 March 2021.

… 8 April 2021

Robert Hunt
Fellow of the Institute and Faculty of Actuaries
XPS Pensions Limited
Phoenix House
1 Station Hill
Reading
Berkshire
RG1 1NB
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XPS Investment Limited is authorised and regulated by the Financial Conduct Authority for
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