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PROGRESS OF 2016 TRIENNIAL VALUATION 

1.0 EXECUTIVE SUMMARY

1.1 This report provides Members with a final update to the progress on 
the 2016 Triennial Actuarial Valuation of the Cumbria LGPS.

1.2 The valuation process was completed on 31st March 2017 with the 
formal publication of the Actuarial Valuation Report including the Rates 
and Adjustments Certificate by the Pension Fund’s contracted Actuary 
– Mercer Ltd. 

1.3 All employers within the Fund have been informed of their actual 
contribution rates that became effective from 1st April 2017.

2.0 STRATEGIC PLANNING AND EQUALITY IMPLICATIONS

2.1 The triennial actuarial valuation determines the overall funding level of 
the Fund and sets the rate of employers’ contribution required for the 
following three years. This, in turn impacts on the employers’ revenue 
budgets. 

2.2 It should be noted that changes to the employer contribution rates 
neither affect the contribution made by employees within the Scheme 
(as these are set by Government) nor the current or future pension 
entitlement of members of the Scheme.

3.0 RECOMMENDATION

That Members note:
 
3.1 The publication of the Actuarial Valuation Report including the rates & 

adjustments certificate by Mercer Ltd, the Pension Fund’s contracted 
Actuary.



3.2 That all activities required to finalise the triennial valuation process 
have been completed in accordance with regulatory requirements and 
the timetable previously approved by Pensions Committee. 

4.0 BACKGROUND

2016 TRIENNIAL VALUATION PROCESS

4.1 As Administering Authority of Cumbria Local Government Pension Scheme 
(Cumbria LGPS), the Council is responsible for the administration of 
Cumbria LGPS on behalf of 132 scheduled and admitted bodies including 
the County Council (as at March 2017).

4.2 Many of the responsibilities of the Administering Authority are set out in 
Regulation. These include the requirements to obtain an actuarial valuation 
of the assets and liabilities of the Fund on a triennial basis by a recognised 
qualified professional. The purpose of the triennial actuarial valuation is to 
calculate the value of the assets and the liabilities of the Fund and to set 
employer contribution rates for the next three year period to ensure the 
future solvency of the Fund. 

4.3 The valuation is based on the assets and liabilities of the Fund as at 1st April 
2016 with the revised employer contribution rates being effective from 1st 
April 2017.

4.4 In setting employer contribution rates in the LGPS the Actuary and the Fund 
must have regard to two fundamental principles; 
• The requirement for contributions rates to be sufficient to secure the 

Fund’s solvency within an appropriate deficit recovery period, and 
• The desirability of employer contribution rates remaining as stable as 

possible.

4.5 The actuarial valuation has been completed in accordance with Regulation 
62 of the Local Government Pension Scheme Regulations 2013. This 
includes the requirement for the 2016 triennial valuation to be completed, 
including finalisation of employer contribution rates, with the actuarial 
certificate issued by 31st March 2017. The Actuarial Valuation Report, 
including the rates and adjustments certificate, is published on the Council 
website and has been presented as Appendix 1 to this report.

4.6 The triennial valuation identified that the assets of the Cumbria LGPS funded 
91% of the Fund’s liabilities at 31st March 2016. This compares to 78% as at 
31st March 2013.  The improvement in funding level over the 3 years is 
mainly due to better than expected investment returns and lower inflation 
over the period than was assumed. In addition, it should be noted that the 
two valuations were based on different assumptions. The most significant 
change to the valuation methodology was the transition from valuing 
liabilities based on bond yield to a valuation based on a “CPI+” model. This 
amendment to the valuation methodology, together with the other 
parameters for undertaking the valuation, were approved by Pensions 
Committee in September 2016. 



4.7 These valuation parameters also included a number of other changes 
proposed by the Actuary and approved by Pensions Committee in 
September 2016:
• The real discount rate used for calculating future service contribution 

rates was reduced from CPI plus 3% p.a. to CPI plus 2.75% p.a.
• The target recovery period for meeting the Fund’s historic deficit was 

reduced from 19 years to 16 years.
• Future increases in deficit contributions will be linked to CPI rather than 

the long-term pay growth assumptions, meaning that the deficit 
contributions are payable slightly earlier on average and will increase 
more slowly than was the case at the 2013 actuarial valuation.

• The allowance for a small proportion of members to opt for the 50:50 
scale of membership was removed.

• The demographic assumptions were reviewed and updated.

4.8 Employers within the Fund have been advised of their respective rates to 
fund the future service contributions and the historic deficit contribution in the 
pension fund. These rates are effective from 1st April 2017 to 31st March 
2020. Overall, it was possible to maintain contributions broadly at the same 
level as the existing contribution rates, but there were some differences for 
individual employers, particularly smaller employers.

4.9 Ten employers within the Fund, including Cumbria County Council, all 
District Councils, the Cumbria Office of the Police and Crime Commissioner 
and the Lake District National Park Authority elected to pay their 2017-2020 
historic deficit contributions early, thereby enabling them to take account of a 
discount for early payment.

4.10 Additionally three employers – Cumbria County Council, Carlisle City 
Council and the Lake District National Park Authority elected to pay their 
2017/18 future service contribution at the start of the financial year to enable 
them to take advantage of a discount for early payment and further reduce 
their financial contributions. This will be reviewed at the end of the financial 
year with a “true-up” required to ensure full contributions have been paid to 
the Fund from these employers.

4.11 As the 2016 Triennial Valuation has now been finalised, it is not proposed to 
provide any further updates on this matter to Pensions Committee until 
preparations commence for the 2019 triennial valuation.

ACTUARIAL SERVICES CONTRACT  

4.12 The current contract for actuarial services is due to expire on 30th September 
2017. The Pension Fund is currently in the process of procuring a new 
contract for these services. Further information is provided in the Quarterly 
Monitoring Report (Part 1) to this Committee.



5.0 OPTIONS

5.1 This paper is intended to update the Pensions Committee on the completion 
of the Triennial Valuation and assure Members that all requirements to meet 
the Fund’s statutory duties have been completed. As such there are no 
options for Members resulting from this paper.

6.0 RESOURCE AND VALUE FOR MONEY IMPLICATIONS

6.1 The triennial valuation determines the funding level of the Fund and the 
individual employers’ contribution rate (both for future service and deficit 
contribution).  This will in turn impact on the employers’ revenue budgets.   
 

6.2 As previously reported to Pensions Committee, in setting employer 
contribution rates in the LGPS the Actuary and the Fund must have regard 
to two fundamental principles; 
• The requirement for contributions rates to be sufficient to secure the 

Fund’s solvency within an appropriate deficit recovery period, and 
• The desirability of employer contribution rates remaining as stable as 

possible.
  
6.3 In September 2016, the Pensions Committee approved the parameters on 

which the actuary would complete the 2016 valuation and this was ratified  
following consultation with employers at the Pensions Forum at the 
December 2016 Pensions Committee, where the final version of the Funding 
Strategy Statement (FSS) was ratified. As mentioned above, at an overall 
Fund level, contributions were maintained at similar levels to those which 
had emerged from the 2013 actuarial valuation, but there was some 
variation at individual employer level.

7.0 LEGAL IMPLICATIONS

7.1 Under Part 2H of the Constitution 2.2 (d) provides it is a function of the 
Pensions Committee to approve the formal triennial actuarial valuation of the 
Pension Fund, with due consideration being given to balancing the Fund's 
objectives of ensuring the long term solvency of the Fund while aiming to 
maintain stable employer contribution rates.

8.0 CONCLUSION

8.1 The 2016 Triennial Actuarial Valuation of the Cumbria LGPS has now been 
finalised in line with regulations and the timetable approved by Pensions 
Committee. Individual employers have received their final results and been 
informed of the resultant employer contributions to the Fund effective from 
April 2017 to March 2020.

J Crellin
Assistant Director – Finance (s151 Officer)
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APPENDICES

Appendix 1 – Actuarial Valuation Report

Electoral Division(s): All

Executive Decision No

Key Decision No

If a Key Decision, is the proposal published in the current Forward Plan? N/A

Is the decision exempt from call-in on grounds of urgency? No

N/AIf exempt from call-in, has the agreement of the Chair of the relevant 
Overview and Scrutiny Committee been sought or obtained?

NoHas this matter been considered by Overview and Scrutiny?
If so, give details below.

NoHas an environmental or sustainability impact assessment been 
undertaken?

NoHas an equality impact assessment been undertaken?

N.B. If an executive decision is made, then a decision cannot be implemented until the 
expiry of the eighth working day after the date of the meeting – unless the decision is 
urgent and exempt from call-in and necessary approvals have been obtained.

PREVIOUS RELEVANT COUNCIL OR EXECUTIVE DECISIONS

None
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