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1.0 Expected Outcome 

1.1 This report is presented to inform Members of the latest valuation of the Council’s 
pension fund and to recommend contribution rates for April 2020 onwards. 

2.0 Recommendation 

2.1 It is recommended that Cabinet:- 

(1) approve a future service pension contribution of 20.1% of pensionable 
pay; and 

(2) approve the principle of contributions towards the McCloud potential 
deficit and delegate  the agreement of the amount of the contribution to 
the Finance Lead Specialist in consultation with the Finance and 
Resources Portfolio Holder. 

3.0 Background and Proposals 

3.1 Cumbria County Council administer the Cumbria Local Government Pension Scheme 
(LGPS) on behalf of constituent authorities, including South Lakeland.  The Scheme 
operates within a statutory framework:  it is a defined benefit scheme based on 
career average contributions since 2014 and final salary until 2014.  Both employers 
and employees contribute to the costs of the scheme – the employee contributions 
are set nationally and are included in the Council’s pay policy statement approved 
annually by Human Resources Committee and included in the budget report 
approved by Council each February.  On average employees’ contributions are 6.3% 
of pensionable pay.  This report considers SLDC’s employer contributions only. 

3.2 Employers’ rates are reviewed every three years:  data for each individual authority is 
used so that differing rates apply across the County.  The Fund has to be valued as 
at 1 April 2019 with revised rates applying from 1 April 2020.  The employers’ rate is 
the difference between the total required contribution rate and the employee 
contribution rate.  Employers also pay a lump-sum element to recover accumulated 
past deficits. 



3.3 Cumbria County Council is currently finalising its latest review based on work carried 
out by the Fund’s actuaries.  All LGPS funds have two mandated objectives: stable 
employer contributions and to secure the solvency and cost efficiency of the fund.  

3.4 Since the last valuation the fund has implemented a strategy to protect equity gains, 
reduce the deficit recovery period (subject to affordability) and allowed employers 
options to prepay part of their contributions.  The fund has had significantly higher 
than expected investment returns between 2016 and 2019 (32% against a target of 
13%) but expects lower returns going forwards. 

3.5 There have been much less volatility around non-investment changes which include 
the impact of ill-health retirements, withdrawals and the impact of life expectancy 
where there are fewer changes for this revaluation than for other recent revaluations. 

3.6 The results of the latest valuation show the Fund’s overall accrued liabilities to be 
99% covered by its current assets.  This represents an increase from the 2016 
position when the funding level was 91%.  For SLDC the actuarial results are 
summarised in Appendix 1.  The funding level has increased from 92% in 2016 to 
103% in 2019.  This is partially as a result of the excellent investment returns and 
also partially as a result of actions taken by the Council over the last 12 years to 
tackle pension deficits through moving to a lump-sum payment of deficits rather than 
percentages as soon as possible, maximising deficit payments where budget 
permitted and adopting pre-payment options when offered. 

3.7 There have been few changes to the pension scheme since the last actuarial review.  
However, the “McCloud” court case ruled that the implementation of new public 
sector pension schemes had been unlawful as the transition arrangements were age-
discriminatory and in July 2019 the Government confirmed any remedies would apply 
to all public service pension schemes with transitional protections, including LGPS.  
This was reported as part of the 2018/19 final accounts process and a potential cost 
of £123k per year, or 1.3% of pensionable pay been estimated as well as an increase 
in past service liabilities of £608k.   

3.8 It is still not certain how the LGPS will need to be amended to reflect the McCloud 
ruling but any changes are likely to be resolved during the three-year period for which 
the contributions are currently being agreed and will need to be backdated to 2014 so 
may have a substantial accumulated cost.  The triennial valuation estimates the cost 
to be lower than originally estimated at 0.9% of pensionable pay and an increase in 
past service liabilities of £576.6k.  

3.9 Although the Council’s future pension costs will be increasing from 16.2% to 19.2% 
without the impact of McCloud or 20.1% with the potential impact of McCloud the 
overall cost of pension contributions will fall as a result of the reduction in the deficit 
contribution which was £837.5k for 2019/20 before prepayment.  The increase in the 
future contribution rate is estimated to increase costs by £301.4k per year without 
McCloud or £391.8k with McCloud, reducing the net saving to £536.1k without 
McCloud or £445.7k.  These are estimated savings based on an indicative salary 
level that will allow comparison between the two valuations.  The actual budget 
savings for 2020/21 onwards will be lower as there has been a reduction in salary 
costs arising from the Customer Connect programme.   

3.10 Individual Councils have the discretion to determine contribution rates providing they 
are not below a minimum level agreed with the administering authority.  The Council 
has the option to pay the minimum 19.2% contribution rate based on the existing 
scheme or to pay a higher rate to reflect the future costs of the McCloud ruling.  It is 
recommended that a higher contribution rate is adopted to contribute towards the 
future expected costs.    



3.11 As any McCloud remedy is likely to be paid during this three-year period it is also 
recommended that a contribution is agreed towards the projected McCloud deficit 
with the value to be determined by the Finance Lead Specialist in consultation with 
the Finance and Resources Portfolio holder once the salary budgets for 2020/21 – 
2024/25 including Phase 2 of the Customer Connect programme are finalised.  This 
approach will minimise additional pension contributions from April 2023 with 
prepayments of potential settlement invested by the pension fund. 

3.11 The actual saving will be revised when the final savings from Phase 2 of Customer 
Connect are calculated and will be reported as part of the final budget report. 

4.0 Consultation 

4.1 Cumbria LGPS Actuary: this proposal relates only to the Council’s pension 
contribution rate to be included in the budgets for 2020/21 onwards.  There are no 
changes to the scheme offered to employees or the benefits they receive in the 
future. 

5.0 Alternative Options 

5.1 As set out in the report: a lower contribution rate for April 2020 onwards will not 
reflect the expected future costs and is expected to result in additional contributions 
in future years. 

6.0 Links to Council Priorities 

6.1 The proposed contribution rate represents sustainable financial management.  

7.0 Implications 

Financial, Resources and Procurement 

7.1 Pension contributions are payable from the revenue budget in relation to all staff 
within the pension scheme.  The contribution rate is set to recover the normal costs 
of retirement pensions.  All additional costs relating to early retirement are billed 
separately to employers at the time of retirement. 

7.2 Employer’s pension fund contributions are expected to be £2.07m if the proposals 
are approved.  This is £401,000 less than previously estimated.  

Human Resources 

7.3 There are no direct staffing implications in this report.  This proposal relates only to 
the Council’s pension contribution rate to be included in the budgets for 2020/21 
onwards.  There are no changes to the scheme offered to employees, the employee 
contribution rate or the benefits they receive in the future. 

Legal 

7.4 There are no direct legal implications in this report.  This proposal relates only to the 
Council’s pension contribution rate to be included in the budgets for 2020/21 
onwards.  There are no changes to the scheme offered to employees, the employee 
contribution rate or the benefits they receive in the future. 

Health, Social, Economic and Environmental 

7.5 Have you completed a Health, Social, Economic and Environmental Impact 
Assessment? No  

7.6 If you have not completed an Impact Assessment, please explain your reasons: This 
proposal relates only to the Council’s pension contribution rate to be included in the 
budgets for 2020/21 onwards.  There are no changes to the scheme offered to 
employees, the employee contribution rate or the benefits they receive in the future. 



Equality and Diversity 

7.7 Have you completed an Equality Impact Analysis? No      

7.8 If you have not completed an Impact Assessment, please explain your reasons: This 
proposal relates only to the Council’s pension contribution rate to be included in the 
budgets for 2020/21 onwards.  There are no changes to the scheme offered to 
employees, the employee contribution rate or the benefits they receive in the future. 

Risk 

Risk Consequence Controls required 

The pension fund incurs future 
liabilities that are beyond its 
income and lead to increasing 
deficits 

Higher contribution rates 
that may require diversion 
of finance from service 
provision 

Realistic assumptions by 
actuary. 

Adoption of a prudent 
contribution rate. 

Contact Officers 

Helen Smith, Finance Lead Specialist and Section 151 Officer, 01539 793147, 
h.smith@southlakeland.gov.uk 

Appendices Attached to this Report 

Appendix No. Name of Appendix 

1 2019 Actuarial Valuation – South Lakeland District Council 
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Name of Background document Where it is available 

Cumbria LGPS Pensions Forum 
21st November 2019 

https://tinyurl.com/uc8yvhj 
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