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PREPARATIONS FOR 2019 TRIENNIAL VALUATION  

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 ensure the future solvency of the Fund. 
 

1.3 The most recent 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. 
 

1.4 At the 2016 valuation, the Fund determined the value of the Fund on a 
“CPI+” model. This same model will be used as the core basis for 
valuing the Fund as part of 2019 valuation. However, current and 
projected economic conditions and local demographic factors will 
influence a number of key parameters used within the valuation. These 
parameters are currently being considered by the Actuary, Officers of 
the Fund and Advisers. 
 

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 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 (as the LGPS is a defined 
benefit scheme). 

 

3.0 RECOMMENDATION  

Members are recommended to: 
 
3.1 Note the progress made in preparing the Fund for the 2019 Triennial 

Valuation. 
 

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 will be 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 At the 2016 valuation, the Fund changed its methodology for determining the 

discount rate applied to the calculations within the actuarial valuation from a 
methodology based on the expected return received on bonds to a model 
which utilises the Consumer Price Index (CPI) as a base with an estimate for 
investment returns above CPI being applied to the calculations. This is 
referred to as a “CPI+ model”.  
 

4.7 The Fund will be continuing with this CPI+ model for the 2019 valuation 
however, the specific discount rate applied will be dependent upon a range 
of economic factors at the time of the valuation.  
 

4.8 Mercer Ltd, as the Fund’s Actuary, will recommend various parameters 
(including the discount rate) to the Pensions Committee in September 2019 
on which it is proposed that the valuation of the Fund’s liabilities are based. 
Officers and Advisers are currently working with Mercer Ltd to consider 
these parameters and how they may affect the funding level (i.e. total Fund 
assets ÷ total Fund liabilities) as at 31st March 2019 and employer 
contributions. 
 

4.9 These parameters include: 
 

 Discount rate for past service (i.e. the rate used to calculate what we 
need to invest now to meet the liabilities arising from past service - a 
key component of this rate is the expected investment return)  

 Discount rate for future service (i.e. the rate used to calculate what 
we need to invest now to meet the liabilities that will arise from future 
service - a key component of this rate is the expected investment 
return)  

 Average deficit recovery period 

 Short term pay assumptions 
 

4.10 In determining the parameters to be included within the valuation, the Fund 
should also be mindful of a number of external factors that may have an 
impact on the future liabilities of the Fund and consider mitigating actions for 
these. These include: 

 Outcome of the McCloud discrimination case which relates to the 
protections provided to members close to retirement. There is a risk 
that an adverse outcome from this case may have an, as yet, 
undetermined additional liability to the Fund, and to all LGPS Funds. 

 Impact of the current consultation on the changes to the Local 
Valuation Cycle as detailed in the Part 1 Quarterly Monitoring Report 
elsewhere on today’s agenda. 

 Impact of Academy review currently being considered by the 
Scheme Advisory Board and the Department for Education. 

 Tier 3 employer review - specifically associated with options for 
admitted bodies terminating the Fund. 

 
4.11 The parameters and assumptions scheduled to be approved by Pensions 

Committee in September 2019 will be subject to a consultation with 
employers of the Fund following that Committee. Any comments received 
from this consultation will be considered by Officers and the Actuary and, if 



 

appropriate, revisions will be presented to the December Committee meeting 
for their final approval. 
 

4.12 Membership data on which the liabilities will be determined was transferred 
to Mercer Ltd at the end of May. This is an early date for a Fund to transfer 
data to their Actuary which has been made possible by the work undertaken 
(and regularly reported to the Committee and the Local Pension Board) over 
the past year to further improve data quality within the Fund. 

4.13 Set out below is the timetable of activities in preparation for and completion 
of the triennial valuation.  
 

Timeframe: Activity: 
 

Jul 18 - June 19 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 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. 
 
Draft results of the valuation submitted to the Fund 
 

Oct - Dec 2019 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. 
 

 
4.14 During 2018/19 and the first quarter of 2019/20 Officers have and will 

continue to work with the Actuary to prepare for the 2019 valuation. Planning 
for this valuation is well advanced and on schedule. 

 

5.0 OPTIONS 

5.1 This paper is intended to provide ongoing assurance to Members that plans 
are in place to prepare for the 2019 Triennial Valuation of the Fund. 
Members may either note the actions taken to prepare the Fund for the 2019 
Triennial Valuation 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 on which the Actuary will complete the 2019 valuation will 

be considered by Pensions Committee in September 2019 and this will be 
approved following consultation with scheme employers. 

 

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 Part2H 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 met with the Actuary to commence the 
valuation process. The valuation is progressing in line with the timetable 
previously presented to Committee. 

8.2 Mercer Ltd has commenced analysis of scheme member data by reviewing 
demographics of the Fund and an analysis of post retirement life 
expectancy. Membership data on which the value of liabilities will be based 
has been sent to Mercer Ltd for their review. 

8.3 The 2019 valuation will determine the employer contributions to the Fund for 
the period April 2020 to March 2023. 

 
 

 
Julie Crellin 
Director of Finance (s151 Officer) 
 

11th June 2019 
 
 
  
 
 
APPENDICES 
 
None 
 
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 

 

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

  N/A 

   

 

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

 No 

  



 

 

Has an environmental or sustainability impact assessment been 
undertaken? 

 No  

   

 

Has an equality impact assessment been undertaken?  No  

   

 
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 
 
 
 
 
REPORT AUTHOR 
 
Pete George, Group Finance Manager - Pensions, Investments & Insurance 
01228 226311  peter.george@cumbria.gov.uk  
 


