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the meeting of West Yorkshire Pension Fund Pension 
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Subject:  Trivial Commutation – Update  
 
 
Summary statement: 
 
Trivial commutation is an option where members or dependents are able to elect to take a 
one off lump sum in exchange for a pension under certain circumstances. 
 
This report updates the Local Pension Board on the work currently done by the pension fund 
in making trivial commutation payments to our members and our plans for the future. 
 
 
 
 
Recommendation 
 
The Local Pension Board note the report 
 
. 
   
 
 
 
Rodney Barton                                                                
Director 
 
 
 
Report Contact: Grace Kitchen                               
Phone: (01274) 434266 
Email:Grace.Kitchen@bradford.gov.uk 
 

  



1.0  Background 

1.1  Members or dependents are able to elect to take a one off lump sum in exchange for 
a pension if they meet certain criteria  

 
1.2  A trivial commutation lump sum payment extinguishes all entitlement to benefits 

under the Local Government Pension Scheme. 
 
1.3  Allowing members to take a trivial commutation lump sum is at the discretion of the 

Administering Authority subject to overriding regulations as detailed below. 
 
1.4  Administering Authorities may pay a trivial commutation lump sum to members in 

accordance with section 166 of the Finance Act 2004. The total value of member’s 
pension benefits in the LGPS and non LGPS has to be less than £30,000 (the value 
of the benefits is determined by a formula set out in the Act). 

 
1.5  Administering Authorities may pay a trivial commutation lump sum death benefit in 

accordance with section 168 of the Finance Act 2004 if the value of all the 
dependant’s benefits in the LGPS in England and Wales resulting from the death of 
a member is less than £30,000 (the value of the benefits is not determined by a 
formula set out in the Act but is instead calculated by guidance issued by the 
Secretary of State). 

 
1.6  Administering Authorities may pay a trivial commutation (small pot) lump sum to 

members in accordance with De Minimis payments under regulations 11 or 12 of the 
Registered Pension Schemes (Authorised Payments) Regulations 2009. The 
member must have left the LGPS after 1 April 2008 and the total value of member’s 
pension benefits in the LGPS has to be less than £10,000 

 
1.7  Before a trivial commutation lump sum can be paid there are a number of conditions 

that must be met such as the member being at least age 55 or in the case where a 
member has a Guaranteed Minimum Pension (GMP) this increases to age 60 for 
women age 65 for a man. 

 
 
2.0 Update of work currently undertaken by the pension fund 
 
2.1  The Pension Fund has started to offer members who have dependents benefits the 

option to take a trivial commutation lump sum death benefit in accordance with 
section 168 of the Finance Act 2004 

 
2.2  As part of setting up the dependents pension a process is started to offer members 

the option to take a trivial commutation lump sum. 
 
2.3  The pension fund to date has sent over 2100 trivial commutation quotes to dependent 

members. It has received 1241 claim forms back from members who have elected to 
take a trivial commutation lump sum payment. The uptake to the offer is around 59%.  

 
2.4  The total value of trivial commutation lump sums paid to date is £5,846,960.25 
  
  
 



3.0  Future plans 
 
3.1  We plan to roll this out to other categories of members and are looking to start with 

De Minimis payments under regulations 11 or 12 over the next 3 - 6 months 
 
4.0  Other Considerations - Risks 
  
4.1  Future changes made to the pension scheme rules which retrospectively apply may 

mean we have to recalculate benefits to members even though we have paid a trivial 
commutation lump. It may be difficult to try and contact these members sometime 
after making the payment and may require addition resources such as using tracing 
agencies. 

 
4.2  Paying trivial commutation lump sum payments would reduce membership numbers 

and so may impact on the cost per member. 
 
4.3  We need to co-ordinate with finance before any large scale trivial commutation 

exercise is undertaken to ensure no impact to the funds cash flow in the short term. 
 
4.4  Sending members the option to ask if they want to take a trivial commutation lump 

sum will cause extra work initially, including having to process the payments and 
identify which members to write to. 

 
5.0  Advantages  
 
5.1  With the increasing emphasis to capture and maintain accurate data which can put a 

strain on pension administration allowing members to commute should reduce work 
in the longer term. 

 
5.2  Reduced administration burden of looking after small pensions. Once a trivial 

commutation lump sum payment is made there is no need to maintain the pensioner 
record in the future, such as finding members who move house and don’t notify the 
pension fund, dealing with death notifications or arranging payment of any potential 
death grant or dependent benefits.  

 
5.3  Reduced monthly payroll expenditure. 
 
5.4  Potential reduction in fund liabilities, which could lead to a better funding position. 
 
5.5  Members who have small pension benefits usually need to be continually chased to 

claim these, offering trivial commutation may encourage them to take a one off lump 
sum in exchange for a small pension. 

 
 
6.0   Recommendations  
 
The Local Pension Board note this report 

 
 


