
CUMBRIA PENSIONS COMMITTEE

Meeting date: 13th March 2020

From: Julie Crellin, Director of Finance (s151 Officer)

PROGRESS OF TRIENNIAL ACTUARIAL VALUATION 2019

1.0 EXECUTIVE SUMMARY

1.1 As the Administering Authority for the Cumbria Local Government 
Pension Scheme (Cumbria LGPS), Cumbria County Council is 
responsible for the administration of the Cumbria Fund on behalf of 
127 (as at 31st March 2019) scheduled and admitted bodies including 
the County Council. 

1.2 This responsibility includes the requirement 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 maintain the future solvency of the Fund.

1.3 The previous valuation was undertaken as at 31st March 2016 and the 
current valuation is based on the position of the Fund as at 31st March 
2019. The results of this valuation will determine the employer 
contributions to the Cumbria LGPS for the period 2020-2023.

1.4 This report provides Members with an update to the progress on the 
2019 Triennial Actuarial Valuation of the Cumbria LGPS. The valuation 
is progressing in line with the timetable and employers have been 
informed of their provisional contribution rates effective from 1st April 
2020.

1.5 Based on parameters previously agreed by Committee, at a whole Fund 
level the provisional Funding Level as at 31st March 2019 was 98.9% 
although employers within the Fund will have their own individual 
results.



2.0 STRATEGIC PLANNING AND EQUALITY IMPLICATIONS

2.1 The Council’s vision is to be “A Council that works with residents, 
businesses, communities and other organisations to deliver the best 
services possible within the available resources”.

2.2 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. 

2.3 It should be noted that changes to the employer contribution rates 
neither affect the contributions made by employees within the Scheme 
(as these are set by Government) nor the current or future pension 
entitlement of members of the Scheme (as the LGPS is a defined 
benefit scheme).

3.0 RECOMMENDATION

Members are recommended to:

3.1 note that the 2019 actuarial valuation is progressing in accordance with 
the timetable required to complete the valuation process within the 
regulatory requirements.

4.0 BACKGROUND

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 127 scheduled and admitted bodies including 
the County Council (as at March 2019).

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 31st 
March 2019 with the calculated employer contribution rates being effective 
from 1st April 2020 to 31st March 2023.

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 2019 actuarial valuation is being completed in accordance with 
Regulation 62 of the Local Government Pension Scheme Regulations 2013. 
Whilst the valuation is based on the value of the assets and liabilities as at 
31st March 2019, the Actuary is permitted to refine this valuation up until the 
date at which the actuarial certificate is issued. This certificate must be 
issued on or before 31st March 2020. 

4.6 In September 2019, Members agreed (subject to consultation with scheme 
employers) that the following key parameters should be applied to the 2019 
valuation:

 Discount rate for past service of CPI + 1.25%
 Discount rate for future service of CPI + 2.00%
 Average deficit recovery period of 12 years

4.7 As reported to Pensions Committee in December, based on these 
parameters as at 31st March 2019 the Fund’s assets have been valued at 
£2.703m and the liabilities of the Fund have been valued at £2.732m. This 
equates to a provisional Funding Level for the whole Fund of 98.9%, 
however it should be noted that individual employers will have their own 
funding level based on their share of the assets and the liabilities within the 
Fund.

4.8 Set out in Appendix 1 to this report is a timetable of activities in preparation 
for and completion of the actuarial valuation. Activities associated with the 
valuation are well advanced and on schedule to the timetable previously 
agreed with Members.

4.9 In accordance with the valuation timetable, since the December Pensions 
Committee officers have worked with the Actuary to respond to queries from 
individual employers. This includes providing support to employers who have 
wished to pay in advance for their historic pension deficit contributions and 
those employers who have requested to increase their employer 
contributions to include the potential cost of the McCloud case. 

4.10 As previously reported, no explicit allowance has been made within the 
actuarial valuation for the potential additional liabilities arising from the 
rectification of the McCloud case. The Scheme Advisory Board have noted 
that it is not expected that the details of the rectification will be known before 
2021.

4.11 Employers have been advised that as the potential costs associated with 
McCloud have not been accounted for in the 2019 valuations then, 
depending on their extent and cost, an interim valuation may be needed to 
reset employer contribution certificates before the next valuation scheduled 
for 2022. Alternatively, the Fund may consider it appropriate to address the 
cost at the next valuation.

4.12 The Actuary has advised employers of an estimate of the potential cost of 
McCloud and employers have been given the option to pay at these 



enhanced rates to mitigate the risk of a mid-term amendment to employer 
contribution rates. Currently 3 of the Funds 127 employers have requested 
to pay at these enhanced rates for the period 2020-2023.

4.13 In accordance with the timetable and regulatory requirement, the Fund is on 
target for the Actuary to formally sign off the actuarial valuation as at 31st 
March 2020.

4.14 A report concluding the 2019 valuation will be presented to Pensions 
Committee in June 2020 including the final results for each employer.

5.0 OPTIONS

5.1 This paper is intended to update the Pensions Committee on progress with 
the Triennial Valuation and to provide ongoing assurance to Members that 
plans are in place to prepare for the 2019 Triennial Valuation of the Fund. 

5.2  Members may either:

 note the actions taken to progress the 2019 Actuarial Valuation of the 
Fund; or

 seek further advice and information from the Director of Finance 
(Section 151 Officer).

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 rates (both for future service and deficit 
contributions).  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 The parameters previously agreed by Pensions Committee and consulted 

upon with scheme employers, have resulted in a provision Funding Level of 
98.9% as at 31st March 2019. Over the three years of the valuation cycle 
(2020 to 2023) employer pension contributions are estimated at £171m 
compared to £195m based on the parameters used for the 2016 valuation. 
However, it should be noted that different employers will experience different 
outcomes from the valuation process and the contributions for some 



employers, particularly those with a less mature employer profile, may 
increase. 

7.0 LEGAL IMPLICATIONS

7.1 This is a report for noting by the Committee and does not have any direct 
legal implications.

7.2 Under the Constitution Part 2H 2.2 (d) provides it is a function of Committee 
to approve the formal triennial actuarial valuation of the Pension Fund, with 
due consideration being given to the desirability of maintaining as nearly 
constant a common contribution rate as possible and the requirement to 
secure the solvency of the Pension Fund.

8.0 CONCLUSION

8.1 Good progress has been made to prepare the Fund for the 2019 valuation. 
Officers and Fund Advisers have regularly met with the Actuary to consider 
the parameters to be used as part of the valuation process and the 
implications of these parameters for individual employers. 

8.2 The Triennial Actuarial Valuation of the Cumbria LGPS is progressing in line 
with the approved timetable. Individual employers have received their draft 
results from the valuation including their draft employer pension 
contributions to the Fund for the period April 2020 to March 2023.

8.3 The actuarial valuation is scheduled to be signed-off by the lead actuary on 
or before 31st March in accordance with the regulatory requirement.

Julie Crellin
Director of Finance (s151 Officer)

13h March 2020

APPENDICES

Appendix 1 - Timetable for 2019 Actuarial Valuation of the Cumbria LGPS
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Appendix 1 - Timetable for 2019 Actuarial Valuation of the Cumbria LGPS

Timeframe: Activity:

Jul 18 - June 19
(complete)

Officers work with Mercer Ltd to consider valuation 
methodology and assumptions.

Officers aim to further improve the quality of data held by the 
Fund.

Sept 2018
(complete)

Mercer Ltd provide training to Pensions Committee and Local 
Pension Board on the actuarial valuation process.

Jan - Mar 2019
(complete)

Draft membership data supplied by the Fund to Mercer Ltd.

Demographic analysis performed by Mercer Ltd.

31st Mar 2019 Valuation Date.

Apr - June 2019
(complete)

Membership data extract provided to Mercer Ltd by the Fund.

July - Sept 2019
(complete)

Data validation by Mercer Ltd and queries submitted to the 
Fund. 

Proposed assumptions to be used by Mercer Ltd to be ratified 
by the Pensions Committee subject to consultation with 
scheme employers.

Actuarial calculations commence for individual employers.

Draft results of the valuation submitted to the Fund.

Oct - Dec 2019
(complete)

Consultation with employers on proposed parameters to be 
used within the valuation.

Individual employers advised of the results of the valuation and 
new employer contribution rates.

Employer surgeries and Pensions Forum to give employers the 
opportunity to discuss the outcome of the valuation with Fund 
officers and Mercer Ltd.

Report whole Fund results to Pensions Committee.

Jan - Mar 2020 Finalisation of employer contribution rates.

31st March 2020 Actuarial certificate to be signed by Mercer Ltd.

1st April 2020 New employer contribution rates become effective.

23rd June 2020 A report to be presented to Pensions Committee noting the 
final outcomes of the 2019 valuation.


