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Introduction

This is the Review of Employer Contribution Rates Policy for the Cambridgeshire Pension Fund (The
Fund). The Fund is administered by Cambridgeshire County Council (the administering authority). The
purpose of this policy is to set out the administering authority’s approach to reviewing contribution
rates between formal valuations.

This statement is not exhaustive. Individual circumstances may be taken into consideration where
appropriate.

Policy objectives

The Fund’s objectives related to this policy are as follows:

e To manage the Fund in a fair and equitable manner and be accountable to the Fund’s stakeholders.
e To ensure robust processes, controls and risk management are in place.

e To ensure the long-term solvency of the Fund, so that sufficient funds are available to meet benefit
payments as they fall due.

e To prudently set employer contributions that are as stable as possible whilst recognising the
characteristics, circumstances and affordability constraints of each employer.

e To manage employer liabilities effectively, taking account of employer covenant, putting in place
mitigations of adequate strength to protect the Fund.

Purpose of this policy

The purpose of this policy is to:

e To explain when employer contribution rates might be reviewed between valuations.
e To outline specific circumstances where contribution rates will not be reviewed.
Background

The Fund may amend contribution rates between valuations following ‘significant change’ to the
liabilities or covenant of an employer.

Such reviews may be instigated by the Fund or at the request of a participating employer.
Any review may lead to a change in the required contributions from the employer.

Guidance and regulatory framework

Regulation 64 of the LGPS Regulations 2013 (as amended) sets out the way in which administering
authorities may review employer contributions.

Regulation 64 (4) allows the administering authority to review the contribution rate if it becomes likely
that an employer will cease participation in the Fund, with a view to ensuring that the employer is fully
funded at the expected exit date.

Regulation 64A explains when the administering authority can review contributions between valuations,
including at the request of employers.

Regulation 64A (2) stipulates that, when carrying out a review, the administering authority must:

e consult with the scheme employer or employers; and

e  have regard to the views of an actuary appointed by the administering authority.


https://www.lgpsregs.org/schemeregs/lgpsregs2013/timeline.php#r64
https://www.lgpsregs.org/schemeregs/lgpsregs2013/timeline.php#r64
https://www.lgpsregs.org/schemeregs/lgpsregs2013/timeline.php#r64A
https://www.lgpsregs.org/schemeregs/lgpsregs2013/timeline.php#r64A

5.5

7.1

8
8.1

The Ministry of Housing, Communities and Local Government provides statutory guidance on how to
prepare and update policies for reviewing employer contributions. The Scheme Advisory Board has also
produced a guide.

Effective Date and Reviews

The policy was first approved by the Pension Committee on 3 July 2023 and was effective from 4 July
2023. The policy has been subject to the following reviews:

Date of review Effective Date Type of review
March 2026 June 2026 Committee Review

Statement of principles

This Statement of Principles covers a review of contributions between valuations. Each case will be
treated on its own merits, but in general:

e The administering authority reserves the right to review contributions in line with the LGPS
Regulations. It will also consider requests from employers formally submitted under Regulation 64A

(b) (iii).

e The administering authority decides whether to change contribution rates, following consultation
with employers.

e  Full justification for any change in contribution rates will be provided to employers.

e Advice will be taken from the Fund actuary in respect of any review of contribution rates.

e Any revision to contribution rates will be reflected in the Rates & Adjustment certificate.

Policy

Circumstances for review

The Fund may review an employer’s contribution rate in the following situations:

e ifan employer is likely to become an exiting employer sooner than expected at the last valuation;

e ifan employer is due to leave the fund within the next two years and before the next formal valuation is
completed;

e if an employer agrees to pay higher contributions to meet the cost of an award of additional
pension;

e if changes to the LGPS benefit structure have been introduced and were not included in the last
valuation;

e if the administering authority believes the employer’s liabilities have changed significantly since the
last valuation;

e if the administering authority believes there has been a significant change in the employer’s ability
to meet its obligations (for example, a major change in covenant strength or new security being
provided);

e if the administering authority believes that the employer’s membership profile has changed
materially

e if an employer has failed to pay contributions or has not put in place security required by the
administering authority.


https://lgpsboard.org/index.php/empflexm
http://www.lgpsregs.org/schemeregs/lgpsregs2013/timeline.php#s1adau
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The administering authority understands that many of these triggers are at its discretion. A review will
only take place if changes in liabilities or the employer’s circumstances mean the contribution rate is
likely to have moved noticeably. Routine changes in market conditions or the value of assets will not
trigger a review.

In any event, the Administering Authority will engage with the employer as early as possible. The
employer will be told the reason, potential impact, and any alternative options. This is to ensure the
employer is fully informed and has time to plan for any contribution changes.

Employer requests

The administering authority will also consider requests from employers. The employer must agree to
meet the costs of that review and set out the reason for the request. Any request should fall into one of
the above categories. For example, if the employer believes its covenant has changed materially, or its
going through a significant restructure impacting their membership.

The administering authority will require information to support the employer’s request. The specific
requirements will be confirmed following any request but is likely to include the following:

e acopy of the latest accounts;

e details of any additional security being offered (which may include insurance certificates);
e budget forecasts; and/or

e information relating to sources of funding.

The cost of carrying out a review will be paid by the employer. These costs will be confirmed to the
employer before the review takes place.

Other employers

The administering authority will also consider the impact of any change to contribution rates on other
Fund employers. This will include the following factors:

e The existence of a guarantor.
e The amount of any other security held.
e The size of the employer’s liabilities relative to the whole Fund.
The administering authority will consult with other fund employers as necessary.

Effect of market volatility

Contribution rates will not be reviewed due to market or asset value changes, unless the employer is
close to exiting the Fund. Changes to market conditions and asset values are considered at each formal
valuation.

Documentation

Where changes to contribution rates are made, the Fund will provide the employer with a note of the
information used to set the new rate, including:

e The key reasons for the review of the contribution rates.
e The new contribution rates and effective date.

e Date of next review.



e Details of any processes in place to monitor changes in the employer’s circumstances. This will
include information required by the administering authority to do so.

12.2 The Rates & Adjustments certificate will be updated to show the new contribution rates.

13 Related Policies

13.1 The Fund’s Funding Strategy Statement should be read in conjunction with this document. In particular,
exiting employers should familiarise themselves with:

e Section 2 — How does the fund calculate employer contributions?

e Appendix D — Actuarial assumptions (specifically section D5)


https://pensions.westnorthants.gov.uk/information/about-us/key-documents-cambridgeshire/funding-and-investment-policies/#main

