North Yorkshire Council
Pension Fund Committee
22 November 2024
Administration Report
Report of the Treasurer

1.  Purpose of the Report

1.1. To provide Members with information relating to the administration of the Fund in the quarter and
to provide an update on key issues and initiatives which impact the administration team.

2. Admission Agreements & New Academies

2.1. The latest position relating to admission agreements and academy conversions is shown in
Appendix 1.

3. Administration

3.1. Membership Statistics

Membership Category At 01/07/2024 | +/- Change (%) At 30/09/2024
Active 32,491 -2.51% 31,677
Deferred 39,587 -0.74% 39,295
Pensioner 31,486 +2.29% 32,225
(incl spouse & dependant members)

Total 103,564 103,197

3.2. Throughput Statistics
o Period from 1 July 2024 to 30 September 2024
Cases_ Cases Cases_
Case type Outstanding | New Cases Closed Outstanding
at Start at End

Transfer In quotes 9 41 47 3
Transfer Out quotes 32 93 103 22
Employer & employee estimates 170 556 678 48
Retirement quotes 82 425 431 76
Preserved benefits 905 3,388 2,609 1,684
Death in payment or in service 134 335 341 128
Refunds 141 253 281 113
Actual retirement procedure 564 898 1,048 414
Interfund transfers 585 654 621 618
Aggregate member records 51 156 154 53
Others 359 465 497 327
Total Cases 3,032 7,264 6,810 3,486

o As well as processing the above cases, the Pensions team also handled 2,300 phone calls
(average 44 per working day) in the quarter.
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3.3. Performance Statistics
. The performance figures for the period 1 July 2024 to 30 September 2024 are as follows:

Performance Indicator Target in Achieved
period
Measured work completed within target 98% 94%
Customers surveyed ranking service good or excellent 94% 98%
Increase numbers of registered self-service users by 700 per 700 1,631
quarter
(total registered users 49,979)

° We continue to focus on completing all of our work within target and encouraging sign up
for member self-service.

3.4. Commendations and Complaints
o This quarter the following commendations and complaints were received:

Commendations

Date | Number | Summary
Jul 6 Helpful, kind and professional
The service exceeded my expectations
Aug 5 Excellent and efficient service
The service has been brilliant, just great service, thanks
Sept 0 0
Complaints
Date | Number | Summary
Jul 0
Aug 0
Sept 1 IHER — complaint against employer for tier of IHER awarded

. The complaint categories are:

a) Admin - these can relate to errors in calculations, delays in processing and making
payment of benefits.

b) Regs - these relate to a complaint where regulations prevent the member being able
to do what they want to.

c) IHER - these are where members have been declined for early retirement on the
grounds of ill health and are appealing the decision through the Internal Disputes
Resolution Procedure.

Lessons Learned

Having reviewed the complaints received in the period there were no patterns identified requiring
further attention.
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3.5.

3.6.

3.7.

41.

4.2.

4.3.

Annual Benefit Statements 2024

Active annual benefit statements were produced in July. By the statutory deadline of 31 August
28,382/28,388 statements had been issued leaving only 6 requiring further work to produce a
statement when and if possible. Of those 6; 2 have now been produced, 3 are no longer eligible for
a statement and the remaining 1 has an outstanding task on record.

This is the best position we have ever been in and is an indication that the benefits of onboarding
all employers to i-Connect are already being realised.

Breaches Policy & Log

Included at Appendix 2 is the North Yorkshire Pension Fund’s Breaches Log for review. There are
two new entries this quarter relating to the annual benefit statement exercise and the late issue of
a Pension Savings Statement.

Date Description Cause Regulation Effect
breached
31/08/2024 | Statutory deadline | Six not issued — | Reg 89 of 100% of Deferred members
for issuing of have LGPS Regs received a statement.
Annual Benefit outstanding 2013 99.98% of Active members
Statements not met | year end tasks received a statement. (6
for all eligible members did not)
members
06/09/2024 | One Pension Human error. The When a member receives a PSS
Savings Record not fully | Registered they have to declare the tax
Statements (PSS) updated when Pension liability to HMRC via an annual
issued after an interfund in Scheme tax return. This member has
statutory deadline was completed. | Regulations sufficient carry forward from
of 6 October 2023 2006 previous years so we believe
Finance Act there is no tax charge due. The
2004 deadline for an online tax return
was 31 January 2024 so the
affected member will need to
contact HMRC.

The pension saving statement breach has been reported to HM Revenue & Customs.

Business Plan Update

In the NYPF 2024/25 — 2026/27 Business Plan 10 key actions for the 2024/25 year were identified
and approved by Members in the March 2024 Committee meeting. It was agreed that officers would
provide a progress report against these key actions, this progress report is attached as Appendix
3.

Issues and Initiatives

I-Connect (employer portal) rollout

The latest position is 202 employers onboarded with 41 remaining. Now the year end processing
has been completed the team can push ahead with onboarding the remaining employers before
the final deadline of 31 March 2025.

McCloud

Work continues to finalise the position for all members identified as being in scope to ensure
everyone who is eligible for an underpin has their record updated correctly. Primary focus for the
coming months will be the active and deferred records to make sure their McCloud position is
correct before we commence the 2025 benefit statement exercise.

Pensions Dashboard

Our ISP provider has been appointed and a connection date of 31 May 2025 has been agreed and
scheduled with them. Preparatory work on data cleansing is underway along with preliminary
discussions regarding how Additional Voluntary Contribution data will be presented to the
dashboard. There are three options available and Officers need to decide which one is the most
appropriate.

The dashboard project team meets regularly to discuss progress, agree and schedule next actions.
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4.4.

4.5.

4.6.

5.2

New TPR General Code of Practice

Officers met on 25 October to review the baseline position and update the compliance tracker tool.
A progress report is included at Appendix 4 which provides an overview of the changes in RAG
ratings from the baseline to date. Work continues on the remaining non-compliant items identified
for action.

Focus has primarily been within the Governing Body section with 14 responses now moved to
green as we move closer to full compliance in this area. We are now fully complaint in the Funding
and Investment and Communications and Disclosure sections and continue to work on the
remaining areas.

Business Continuity Plan

The pensions team incident management team met on 8 October to work through the draft business
continuity plan and some initial scenarios. Further meetings are scheduled to finalise the plan and
capture and test all scenarios. A commitment has been made to finalise the plan by the 31
December 2024.

Common and Conditional Data Scores
The Fund measures its data quality each year and provides the information to the Pensions
Regulator in the annual return. Below is a table showing the data scores over the past three years.

Year Conditional Score Common Score
2022 91.70% 97.64%
2023 88.81% 97.89%
2024 98.88% 96.51%

The common data score has dropped due to the number of members we have with ‘gone away’
addresses. These are being data cleansed as part of our annual bulk tracing exercise.

Governance Documents

A new NYPF specific Conflicts of Interest Policy has been created as required by the new TPR
General Code of Practice. The Policy is attached for review and comment at Appendix 5. The
Policy sets out the process for identifying, monitoring, and managing conflicts of interest in the
governance and management of the NYPF.

The Admissions and Terminations Funding Policy (page 13, para 5.1) has been amended to make
it clear that when an employer exits the Fund, the legal and actuarial fees will be passed onto either
the exiting employer or the transferring employer. The Policy is attached for review and comment
at Appendix 6.

Member Training
The Member training record showing the training undertaken up to the end of the relevant quarter
is attached as Appendix 7.

Please contact Stephen Loach on 01609 532216 or email stephen.loach@northyorks.gov.uk with
any details of training undertaken or conferences attended, and these will be added to the training
record.

The new General Code of Practice refers to areas that Pension Fund Committee (and Pension
Board) Members should be familiar with. They are pensions law and associated legislation, the
scheme, scheme funding and investments, risk management, scheme administration and service
providers, and scheme communications. These areas are all covered by the modules on the Aspire
LGPS Online Learning Academy managed by Hymans Robertson, which is available to all Pension
Fund Committee and Pension Board Members and appropriate pensions officers.

The Hymans LGPS National Knowledge Assessment has now closed. Thank you to all Members
who took the time to complete it. We are awaiting the Hymans report which will be used to identify
any areas of further training or development needed across both the Pension Fund Committee and
Pension Board.
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Upcoming courses, seminars, and conferences available to Members are set out in the schedule
attached as Appendix 8.

Please contact the team on email pensionfund@northyorks.gov.uk for further information or
DemocraticServices.\West@northyorks.gov.uk or stephen.loach@northyorks.gov.uk to reserve a
place on an event.

The views of Members will be sought on ideas for training but given the technical nature of some
of the areas of responsibility, there will be a significant number of training events and it will be
suggested that on-line training is made mandatory for all Members. It is recognised however that
this will need to be done proportionately and over a period of time.

6 Meeting Timetable
The latest timetable for forthcoming meetings of the Committee is attached as Appendix 9.

7 Recommendations

7.1  Members to note the contents of the report.

7.2 Members to note the contents of the Breaches Log and determine whether a report should be made
to the Pensions Regulator.

Gary Fielding

Treasurer of North Yorkshire Pension Fund
North Yorkshire Council

County Hall

Northallerton

14 November 2024
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Academy Conversions — 13 ‘in progress’

Husthwaite CE VC Primary School | NYC Elevate Multi Academy Trust 1.9.2024 Complete
Sessay CE VC Primary School NYC Elevate Multi Academy Trust 1.9.2024 Complete
Oakbridge Primary School New school Dales Academies Trust 1.9.2024 Complete
Hackness CE Primary School NYC Elevate Multi Academy Trust 1.10.2024 Complete
Wykeham CE Primary School NYC Elevate Multi Academy Trust 1.10.2024 Complete
Welburn Community Primary NYC Pathfinder Multi Academy Trust 1.10.2024 Complete
School

Barlow CE VC Primary School NYC Pathfinder Multi Academy Trust 1.11.2024 In progress
Burton Salmon CP School NYC Pathfinder Multi Academy Trust 1.11.2024 In progress
Chapel Haddlesey NYC Pathfinder Multi Academy Trust 1.11.2024 In progress
Broomfield Primary NYC Areté Learning Trust 1.11.2024 In progress
Osmotherley Primary School NYC Yorkshire Collaborative Academy Trust 1.12.2024 In progress
Mowbray School NYC Ascent Academies Trust 1.12.2024 In progress
Cononley Primary School NYC Yorkshire Collaborative Academy Trust 1.1.2025 Will be progressed nearer the time
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Name of School

Local
Authority

Multi Academy Trust (MAT) Name

Target Conversion
Date

Current Position

Fairburn Primary School NYC Selby Educational Trust 1.2.2025 Will be progressed nearer the time

St Barnabas Church covyc Pathfinder Multi Academy Trust 1.2.2025 Will be progressed when Trust has been confirmed

of England VC Primary School and conversion date known

Springwater School NYC Possibly with Ascent Academies Trust TBC Will be progressed when Trust has been confirmed
and conversion date known

Saltergate Infant School NYC Possibly with Red Kite Learning Trust TBC Will be progressed when Trust has been confirmed
and conversion date known

Saltergate Junior School NYC Possibly with Red Kite Learning Trust TBC Will be progressed when Trust has been confirmed
and conversion date known

Masham CE VA Primary School NYC TBC TBC Will be progressed when Trust has been confirmed

and conversion date known
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Admission Bodies — 18 ‘in progress’

Cliffe VC Primary School

Limited

Yorkshire Causeway Schools Trust Aspens Services Ltd 1.9.2024 Complete

Pannal Primary School

The City of York Council Dolce Limited 28.7.2024 Complete

Ralph Butterfield Primary School

The North Yorkshire Council Align Property Services 1.12.2023 In progress
Limited

David Ross Education Trust David Ross Education Trust Easy Clean Limited 1.4.2024 In progress

Thomas Hinderwell Primary Academy (cleaning service)

Elevate Multi Academy Trust Atlas Facilities Management | 1.4.2024 In progress

Sowerby Primary Academy, Carlton Miniott Primary Academy,

South Kilvington C of E Academy

Leeds Diocesan Learning Trust (cleaning contract) Premier Support Services 1.4.2024 In progress

All schools (excluding Holy Trinity Infant & Junior schools) Limited

Leeds Diocesan Learning Trust Premier Support Services 8.4.2024 In progress

Holy Trinity Infant & Nursery & Junior schools Limited

The North Yorkshire Council & the City of York Council Veritau Public Sector Limited | 1.8.2024 In progress

Coast and Vale Learning Trust Taylor Shaw Limited 1.8.2024 In progress

All schools (excluding Scalby School)

South York Multi Academy Trust Crystal Facilities 1.8.2024 In progress

Bishopthorpe Infant School (cleaning service) Management Limited

St Cuthbert’s Roman Catholic Academy Trust Cater Link Limited 1.9.2024 In progress

St Augustine’s Catholic School Scarborough

St George’s Catholic Primary Scarborough

St Peter’s Catholic Primary Scarborough

The North Yorkshire Council Mellors Catering Services 1.9.2024 In progress
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Coast and Vale Learning Trust
Catering contract at all schools

Taylor Shaw Limited

1.9.2024

In progress

Leeds Diocesan Learning Trust
Dacre Braithwaite CE Primary School
Fountains CE Primary School
Grewelthorpe CE Primary School
Roecliffe CofE Primary School
Carleton Endowed CE Primary School
North Stainley CE Primary School
Christ Church, CE Primary School
Holy Trinity CE Infants & Nursery
Holy Trinity CE Junior School

Hutchison Catering Limited

1.9.2024

In progress

The North Yorkshire Council
Grove Road Community Primary School - Catering Contract

Hutchison Catering Limited

1.9.2024

In progress

The North Yorkshire Council
Hertford Vale CE Primary School

Hutchison Catering Limited

1.9.2024

In progress

The City of York Council
Reablement Service

Human Support Group
Limited

1.10.2024

In progress

Pathfinder Multi Academy Trust
Chapel Haddlesey Primary School

Mellors Catering Services Ltd

1.11.2024

In progress

The North Yorkshire Council
Grove Road Community Primary School - Extra Care Contract

Premier Education

1.1.2025

In progress

The North Yorkshire Council
Health and Adult Services - Extra Care Contract

Possibly with Housing 21

TBC

In progress
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Exited Employers — 33

OCS Group UK Limited 31.3.2017
Superclean Services Limited 16.7.2017
Joseph Rowntree Charitable Trust 31.12.2017
York Arts Education (Community Interest Company) 31.3.2018
Be Independent 31.7.2018
Housing & Care 21 31.8.2018

Consultant Cleaners

31.10.2018 (voluntary liquidation)

The Wilberforce Trust 22.3.2019
Dolce Limited 14.4.2019
Schools Plus 30.4.2019
Sewells Facilities Management Limited 21.12.2020
Sheffield International Venues 31.1.2021
Caterservice Ltd 12.2.2021
Enterprise Managed Services Ltd (Amey) 28.2.2021
Streamline Taxis Limited 28.5.2021
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Ringway Infrastructure Services Limited 31.5.2021
Churchill Security Solutions Limited 31.5.2021
Hexagon Care Services Limited 6.8.2021
Sanctuary Housing Association 20.12.2021
Atalian Servest Food Co Limited 31.12.2021
Elite Cleaning and Environmental Services 31.12.2021
4 Site Security Services Limited 11.4.2022
Welcome to Yorkshire 14.4.2022
Lifeways Community Care Limited 31.7.2022
Absolutely Catering Limited 25.7.2023
Atlas Facilities Management Limited 6.10.2023
York Archaeological Trust 31.1.2024
Urbaser Limited 31.3.2024
SBFM Limited 31.3.2024
Northallerton and Romanby Burial Board 31.3.2024
Churchill Contract Services Limited 31.3.2024
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Name of Employer Date exited the Fund

University of Hull 31.5.2024

Inspiring Healthy Lifestyles (Wigan Leisure & Culture Trust) 31.8.2024
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NYPF 2024/2027 Business Plan Update November 2024

RAG rating:

Bf&8R — completed or not yet due
Orange — ongoing, carried forward to 2025/26
BB8E - outstanding, overdue

Appendix 3

Key Activity Resource
Administration Head of Pensions Administration
Action Timescale Progress Update
McCloud remedy Q4 2024/25 In progress — data uploaded, benefits calculated and being checked. Focus on data for 2025 annual benefit statements as
a priority.
Data quality improvement Q4 2024/25 Completed — suite and schedule of data validation reports and corrections developed and in use
2025 valuation preparatory | Q2 2024/25 Completed — pre valuation data extract provided
work Q3 2024/25 In progress — data cleanse work commenced
Key Activity Resource
Business Improvement Head of Pensions Administration
Action Timescale Progress Update
Complete roll out of Q4 2024/25 In progress — roll out continues. All new employers are onboarded as part of the admissions process.
employer portal
Key Activity Resource
Governance Head of Pensions Administration/Head of Investments
Action Timescale Progress Update
SAB Good governance Q4 2024/25 Unable to progress — still waiting for MHCLG'’s response to SAB’s action plan.
project
TPR Single Code of Q1 2024/25 In progress — baseline position created, gaps identified and work progressing on corrective actions
Practice
Business Continuity Q2 2024/25 In progress — disaster recovery is responsibility of NYC as administering authority, business continuity plan being
developed, incident management team formed
Q3 2024/25 In progress — NYC impact assessment and incident management forms completed, discussions had with emergency
planning team so pension fund now being included in wider council plans
Key Activity Resource
Investment Pension Fund Committee/ Treasurer/ Head of Investments
Action Timescale Progress Update
Responsible Investment Q4 2024/25 TCFD reporting on hold, pending the publication of guidance by the Government. Delay of at least a year expected.

In progress. Awaiting publication of the requirements for the new Stewardship Code, due in 2025.

Pooling and implementation

Q1-3 2024/25

In progress — workshops on UK opportunities, Climate Opportunities Global Alpha have taken place.

of investment strategy Q3 2024/25 Proposal on UK Property being taken to the November 2024 PFC meeting.
Q4 2024/25 Investment (and RI) beliefs survey undertaken to underpin the investment strategy review, due to be completed before the
end of the financial year.
Automation of reporting Q4 2024/25 To be addressed in 2025/26 once the new custodian contract has commenced.
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If you require this information in an alternative language or another format such as large type, audio cassette or
Braille, please contact the Pensions Help & Information Line on 01609 536335
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Introduction

This is the Conflicts of Interest Policy (the Policy) for the North Yorkshire Pension Fund (NYPF), administered by The
North Yorkshire Council (NYC). The Policy sets out the process for identifying, monitoring and managing conflicts of
interest in the governance and management of the NYPF.

Conflicts of interest have always existed for those with Local Government Pension Scheme (LGPS) administering
authority responsibilities as well as for advisers to LGPS funds. This reflects the fact that many of those managing
or advising LGPS funds will have a variety of other roles and responsibilities, for example, as an elected member of
an employer participating in the LGPS or as an adviser to more than one LGPS administering authority. Further, any
of those persons may have an individual personal, business or other interest which might conflict, or be perceived
to conflict, with their role managing or advising LGPS funds.

LGPS administering authorities have both fiduciary and public law duties to act in the best interests of both the
scheme beneficiaries and participating employers. This, however, does not preclude those involved in the
management of the NYPF from having other roles or responsibilities which may result in an actual or potential
conflict of interest.

This Policy is a guide for the Pension Fund Committee Members, Pension Board members, officers and advisers. It
aims to ensure that those individuals do not act improperly or create a perception that they may have acted
improperly. It is an aid to good governance, in conjunction with the NYPF’'s other governance documents,
encouraging transparency and minimising the risk of any matter prejudicing decision making or management of the
NYPF.

This Policy also identifies areas of potential conflict that are specific to the LGPS that would be dealt with in the
same manner as conflicts of interest under the Members’ codes of conduct and Employees’ codes of conduct.

In preparing this policy it is noted that it is not just actual or potential conflicts which pose a risk to the NYPF. Where
there is a perception that a conflict exists, even where it is not the case, this must be taken into account.

The legislative background currently largely relates to managing conflicts of interest with respect to members of
Local Pension Boards. In the interests of best practice, this Policy will relate to all individuals involved in the
management and governance of the NYPF. Further information on the legislative background and related guidance
is attached as Appendix 1.

V1.0_Nov 2024
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Aims and Objectives
In relation to the governance of the NYPF, the administering authority's objectives are to:

e Actin the best interests of the NYPF's members and employers

e Have robust governance arrangements in place, to facilitate informed decision making, supported by
appropriate advice, policies and strategies

e Ensure that the NYPF is managed, and its services delivered, by people who have the appropriate
knowledge and expertise

e Act with integrity and be accountable to stakeholders for all decisions, ensuring they are robust and well
based

e Understand and monitor risk

e Strive to ensure compliance with the appropriate legislation and statutory guidance, and to act in the
spirit of other relevant guidelines and best practice guidance

o C(Clearly articulate its objectives and how it intends to achieve those objectives through business planning,
and continually measuring and monitoring success

e Ensure the confidentiality, integrity and accessibility of the NYPF's data, systems and services is protected
and preserved

The identification and management of potential and actual conflicts of interest is integral to NYC achieving its
governance objectives as the administering authority of the NYPF.

Who does this Policy apply to?
This Policy applies to:

e all Members of the Pension Fund Committee and the Pension Board, including scheme member and
employer representatives, whether voting members or not,

e the Chief Finance Officer (Section 151 Officer),

e any other officer of NYC who has responsibilities relating to the NYPF,

e all advisers and suppliers, whether advising the Pension Board, Pension Fund Committee or officers.

The Head of Pensions Administration will monitor potential conflicts for officers involved in the daily management
of the NYPF and highlight this Policy to them as they consider appropriate.

This Policy and the issue of conflicts of interest in general must be considered in light of each individual's
role, whether this is a management, advisory or assisting role and including responsibilities representing the NYPF
on other committees, groups and bodies.

In this Policy, reference to advisers includes all advisers, suppliers and other parties providing advice and services
to NYC as the administering authority. This includes but is not limited to actuaries, investment consultants,
independent advisers, benefit consultants, third party administrators, shared service partners, fund managers,
lawyers, custodians and AVC providers. Where an advisory appointment is with a firm rather than an individual,
reference to "advisers" is to the lead adviser(s) responsible for the delivery of advice and services to the NYPF
rather than the firm as a whole.

V1.0_Nov 2024
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In accepting any role covered by this Policy, those individuals agree that they must:

e acknowledge any potential conflict of interest they may have;

e be open with NYC and any other body on which they represent NYC, on any actual or potential conflicts
of interest they may have;

e adopt practical solutions to managing those conflicts; and

e plan ahead and agree with NYC how they will manage any conflicts of interest which arise in future.

The procedures outlined later in this Policy provide a framework for each individual to meet these requirements.

What is a conflict or potential conflict?

The Public Service Pensions Act 2013 defines a conflict of interest as a financial or other interest which is likely to
prejudice the way in which someone carries out their role. It further specifies that a conflict does not include a
financial or other interest arising merely by virtue of that person being a member of the scheme or any connected
scheme. Therefore, a conflict of interest may arise when an individual:

e has aresponsibility or duty in relation to the management of or provision of advice to the NYPF; and
e at the same time, they:
o have a separate personal interest (financial or otherwise), or
o another responsibility in relation to that matter or have a family member or close colleague having
a specific responsibility or interest in that matter which gives rise to a possible conflict with their
first responsibility.

Perceived conflicts of interest

A perceived conflict of interest occurs when it appears that a conflict of interest may exist, even if that is not the
case. For example, a committee member might be in a sports team that plays against opponents connected to a
third party provider that goes on to tender to provide a service to the Fund; creating a perception that a social
connection may have swayed the decision making process.

In this example there is a reputational risk that a decision maker may have been unduly influenced even though
they may not have been aware of the situation and it was not relevant to the decision being made.

Where individuals are aware of a perceived conflict this must be declared. Where no conflict exists, this decision
can be documented to mitigate the reputational risk.

Managing conflicts

The Fund takes a three stage approach to managing conflicts:
e identifying
e managing

e monitoring

To assist members of the Committee, members of the Board, officers, advisers and suppliers to identify when a
conflict may arise, some examples of potential conflicts are attached as Appendix 2.

V1.0_Nov 2024
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The NYPF encourages a culture of openness and transparency and encourages individuals to be vigilant, have a clear
understanding of their role and the circumstances in which they may find themselves in a position of conflict of
interest, and of how potential conflicts should be managed.

The Head of Pensions Administration in conjunction with the Monitoring Officer, or their nominees, will evaluate
the nature of any dual interests or responsibilities that are highlighted and assess the impact on operations and
good governance were an actual conflict of interest to materialise.

Ways in which the Fund will deal with actual conflicts of interest may include:

e the individual concerned abstaining from discussion, decision-making or providing advice relating to the
relevant issue

e the individual excluding themselves from the meeting(s) and any related correspondence or material in
connection with the relevant issue

e a working group or sub-committee being established, excluding the individual concerned, to consider the
matter outside of the formal meeting (where the terms of reference allow this to happen)

Provided that the Monitoring Officer is satisfied that the method of management is satisfactory, the NYPF will
endeavour to avoid the need for an individual to have to resign due to a conflict of interest.

Responsibility

NYC as the Scheme Manager (as defined in the Public Service Pensions Act 2013) for the NYPF must be satisfied
that conflicts of interest are appropriately managed. The day to day management of the NYPF is delegated to the
Corporate Director Resources. For this purpose, the Head of Pensions Administration is the designated individual
for ensuring the procedures outlined in the Policy are adhered to.

However, it is the responsibility of each individual covered by this Policy to identify any potential instances where
their personal, financial, business or other interests might come into conflict with their NYPF duties and to follow
the requirements of the Policy appropriately.

Operational procedures

Identifying conflicts

Members of the Pension Fund Committee are required to complete their Register of Interests as required for their
service as a Councillor, either with NYC or their parent organisation. Pension Board members are required to declare
any interests in writing upon appointment. Senior officers involved in the governance and management of the NYPF
are required to complete the officers register of interests on appointment. It is the responsibility of each indivdiual
to keep their declarations of interest up to date.

It is the responsibility of the individual to identify if a conflict exists and to seek advice from the Monitoring Officer
(or their representative) if required.

In advance of any formal meeting, any individual who considers they may have a conflict of interest related to an
item of business on the agenda should advise the Chair of the meeting.

At the start of any formal NYPF related meetings, the Chair will ask all individuals present who are covered by this
Policy to declare any interests.

V1.0_Nov 2024
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Managing conflicts
Where an actual conflict of interest on an agenda item is identified, an individual will be expected to exclude
themselves from participating in the discussion and from voting on the relevant matter.

Where a potential conflict of interest on an agenda item is identified, advice will be sought from the Monitoring
Officer (or their representative) who will provide guidance regarding the individual’s participation in the relevant
discussion and vote based on all the available information.

If an actual or potential conflict of interest is identified outside of a meeting, the Head of Pensions Administration
will consult with the Monitoring Officer (or their representative) to consider any necessary action.

Monitoring conflicts

All interests declared in meetings of the Committee, the Board and any other formal NYPF meetings, will be recorded
in the minutes of the meeting and noted in the NYC’s Register of Interests (the Register). All actual or potential
conflicts of interest identified outside of meetings will also be recorded in the Register.

The Register will be kept under review by the Monitoring Officer (or their representative). The Register may be
viewed by any interested party at any point in time.

Potentially sensitive interests should be discussed with the Monitoring Officer (or their representative) who may
agree that merely the disclosure of the existence of the interest rather than the detail may be sufficient.

The above operational procedures relate to members of the Committee, members of the Board and senior officers.
All advisers and major suppliers to the NYPF, including the asset pool operator, must:

e be provided with a copy of this Policy on appointment, or on commencement of this Policy if later

e be provided with any updated Conflicts of Interest Policy

e provide, on request, information to the Head of Pensions Administration in relation to how they will
manage actual or potential conflicts of interest relating to the provision of advice or services to the NYPF

e notify the Head of Pensions Administration immediately should an actual or potential conflict of interest
arise
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Appendix 1 - Legislative background and related guidance

The legislative background currently largely relates to managing conflicts of interest with respect to members of
Local Pension Boards. In the interests of best practice, this Policy will relate to all individuals involved in the
management and governance of the NYPF.

The Public Service Pensions Act 2013

Section 4 of this Act requires that the scheme manager (in the case of the LGPS, this is the administering authority)
must be satisfied that a local pension board member does not have a conflict of interest at the point of appointment
and from time to time thereafter. It also requires Local Pension Board members (or nominated members) to provide
reasonable information to the scheme manager for this purpose.

The Act defines a conflict of interest as “a financial or other interest which is likely to prejudice the person’s exercise
of functions as a member of the Board (but does not include a financial or other interest arising merely by virtue of
membership of the scheme or any connected scheme).”

Further, the Act requires that scheme managers must have regard to any such guidance that the national Scheme
Advisory Board issue (see below).

LGPS Scheme Advisory Board (SAB)

The LGPS national Scheme Advisory Board has issued guidance relating to the creation of Local Pension Boards
including a section on conflicts of interest. This Conflicts of Interest Policy has been developed having regard to that
guidance.

A November 2019 Phase Il report from the working groups of the SAB Good Governance in the LGPS Project
proposed that administering authorities must evidence that conflicts, and in particular, potential and perceived
conflicts, as well as actual conflicts are being identified, monitored and managed. The report noted that some
administering authorities only follow the conflicts of interest requirements of the host authority which are typically
focused on the elected member register of interest and code of conduct.

The report proposed that all administering authorities should be required to publish a specific LGPS conflicts of
interest policy and should stipulate the areas that policy should address. In addition to registering interests, this
would include information on how conflicts are identified, monitored and managed, including areas of potential
conflict that are specific to the LGPS as listed in the report.

Implementation of the Good Governance proposals were delayed due to the Covid-19 pandemic, and statutory
guidance from Government is still outstanding. However, the proposals have been taken into consideration in the
development of this Policy.

The Local Government Pension Scheme Regulations 2013

Regulation 108 of these Regulations applies the requirements of the Public Service Pensions Act (as outlined above)
to the LGPS, placing a duty on each administering authority to satisfy itself that Local Pension Board members do
not have conflicts of interest on appointment or whilst they are members of the Board. It also requires those Local
Pension Board members to provide reasonable information to the administering authority in this regard.

Regulation 109 states that each administering authority must have regard to guidance issued by the Secretary of
State in relation to Local Pension Boards. Further, regulation 110 provides that the national Scheme Advisory Board

has a function of providing advice to administering authorities and Local Pension Boards.

The Pensions Act 2004
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The Public Service Pensions Act 2013 also added a number of provisions to the Pensions Act 2004 related to the
governance of public service pension schemes and, in particular, conflicts of interest.

Section 90A of the Pensions Act 2004 now requires the Pensions Regulator to issue a code of practice relating to
conflicts of interest for Local Pension Board members. The Pensions Regulator has issued such a code and this
Conflicts of Interest Policy has been developed having regard to that code.

Further, under section 13 of the Pensions Act 2004, the Pensions Regulator can issue an improvement notice (i.e. a
notice requiring steps to be taken to rectify a situation) where it is considered that the requirements relating to
conflicts of interest for Local Pension Board members are not being adhered to.

The Localism Act 2011

Chapter 7 of this Act requires councillors to comply with the code of conduct of their local authority and that code
of conduct must be consistent with the Seven Principles of Public Life. In addition, the Act requires that the code of
conduct must include provisions requiring the disclosure and registration of pecuniary interests and interests other
than pecuniary interests.

The Seven Principles of Standards in Public Life

Sometimes known as the ‘Nolan Principles’, the Seven Principles of Public Life apply to anyone who holds
public office. This includes people who are elected or appointed to public office, nationally and locally, and
all people appointed to work in:

e the civil service

e local government

e the police

e the courts and probation services

e non-departmental public bodies

e health, education, social and care services

The principles also apply to all those in other sectors that deliver public services. Many of the principles are
integral to the successful implementation of this Policy.

e Selflessness

e Integrity

e Objectivity

e Accountability
e Openness

e Honesty

e Leadership

Advisers’ professional standards

Many advisers will be required to meet professional standards relating to the management of conflicts of interest,
for example, the Fund’s Actuary will be bound by the requirements of the Institute and Faculty of Actuaries. Any
contract, protocol or other document entered into between an adviser and the administering authority which
includes any requirement relating to conflicts of interest, whether as a professional body or otherwise, should be
read in conjunction with this Policy.
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CIPFA Investment Pooling Governance Principles for LGPS Administering Authorities Guidance

The CIPFA governance principles guidance states "the establishment of investment pooling arrangements creates a
range of additional roles that committee members, representatives, officers and advisors might have." It includes
some examples of how conflicts of interest could arise in these new roles. It highlights the need for Administering
Authorities to:

e update their conflicts policies to have regard to asset pooling

e remind all those involved with the management of the Fund of the policy requirements and the potential
for conflicts to arise in respect of asset pooling responsibilities

e ensure declarations are updated appropriately.

This Policy takes into account the possibility of conflicts arising in relation to asset pooling in accordance with the
CIPFA governance principles guidance.
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Appendix 2 — Some examples of potential conflicts of interest

An employer representative on the Pension Board is employed by a company contracted to provide goods or
services to the NYPF, and the Pension Board is reviewing the standards of service provided by that company.

The person appointed to consider internal disputes is asked to review a case relating to a close friend or relative.

The administering authority is considering buying its own payroll system for paying pensions, rather than using
the payroll system used for all employees of the Council. The Chief Financial Officer, who is responsible for the
budget of the Council, is expected to approve the report to go to the Pension Fund Committee which, if agreed,
would result in a material reduction in the recharges to the Council.

An officer or member of the Pension Fund Committee accepting hospitality or gifts from a potential adviser or
supplier could be perceived as a potential or actual conflict of interest, particularly where a procurement exercise
relating to those services is imminent.

An employer representative on the Pension Board is employed by a company to which the NYC has outsourced
its pension administration services and the Pension Board is reviewing the standards of service provided by that
company.

Officers are asked to provide a report to the Pension Board or Pension Fund Committee on whether the
administration services should be outsourced which, if it were to happen could result in a change of employer or
job insecurity for the officers.

An NYPF adviser is party to the development of a strategy which could result in additional work for his / her firm,
for example delegating due diligence on fund investments.

An elected member on the Pension Committee has a role in driving carbon reduction in their local authority area,
which is also the administering authority, to target a net zero ambition that may differ to the carbon reduction
targets and net zero ambitions of the Fund.

An administrator in the pensions team receives a case to calculate a benefit which relates to a family member,
close friend or colleague.
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1

11

Introduction

This document details the North Yorkshire Pension Fund’s (the Fund) policy on admissions and
other new employers commencing participation in the Fund and the methodology for
assessment of a deficit or surplus payment on the exit of an employer’s participation in the
Fund. It supplements the general funding policy of the Fund as set out in the 'Funding Strategy
Statement (the FSS).

2 Admissions to the Fund

2.1

2.2

2.3

2.4

3.1

Admission bodies are a specific type of employer under the Regulations that do not
automatically qualify for admission into the Local Government Pension Scheme (the Scheme)
and must satisfy certain criteria set out in the Local Government Pension Scheme Regulations
2013 (as amended) (the Regulations). Admission bodies are required to have an ‘admission
agreement’ with the Fund. In conjunction with the Regulations, the admission agreement sets
out the conditions of participation of the admission body including which employees (or
categories of employees) are eligible to be members of the Fund.

North Yorkshire Council (NYC) as the Administering Authority for the Fund, will decide which
bodies can become an admission body in the Fund. The Fund will enter into an admission
agreement that is ‘open’ or ‘closed’ to new employees depending on the circumstance of the
admission. Whether the admission is ‘open’ or ‘closed’ is generally at the option of the
applicable transferring employer (if any) and admission body, but there might be an impact on
the rate of contributions payable.

In general, (paragraph (1)(d) of Part 3 of Schedule 2 to the Regulations) admission bodies will
be admitted on a ‘fully funded’ basis i.e. a funding shortfall or surplus will not be passed to the
admission body unless the transferring employer requests that a proportion of (or all of) the
funding shortfall or surplus is passed to the admission body.

All actuarial and legal fees will be recharged to the transferring employer or the admission
body. The Administering Authority will ask for confirmation of who is paying the fee before the
invoice is issued.

Subsumption, guarantor or bond requirements for entry

The Regulations require the admission body to carry out (to the satisfaction of the Fund and
where applicable the transferring employer) an assessment, taking account of actuarial advice,
of the level of risk arising on premature termination of the provision of service or assets by
reason of insolvency, winding up, or liquidation of the admission body. The Regulations further
require that where the level of risk identified by the assessment is such as to require it, the
admission body shall enter into an indemnity or bond in a form approved by the Fund with a
third party financial services organisation. If for any reason a bond is not desirable the
Regulations require that the admission body secures a guarantee in a form acceptable to the
Fund.

1 The FSS can be found on the Fund's website at www.nypf.org.uk > About the Fund >Governance Documents.
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3.2

3.3

3.4

3.5

3.6

3.7

3.8

Whilst each application is assessed on its own merits under the above criteria, the
Administering Authority wishes to limit the risk to the Fund and to other employers arising
from any proposed admission. The Administering Authority's expectation is that in the
substantial majority of all admissions it will require the admission body to provide either a
qualifying bond or guarantee. The Administering Authority further considers that the costs
inherent in the provision of a third party bond by the admission body is sufficient reason why it
may not be desirable for the admission body to secure a bond. Therefore, the Administering
Authority will in most cases be prepared to accept that the admission instead proceeds on the
basis of a guarantor being offered. This is most often the transferring employer.

Further, when considering applications for admission body status the Administering Authority’s
clear preference is that there should be a subsumption commitment from a suitable Scheme
employer (as well as a guarantor from within the Fund). However, where there is no suitable
party willing to give a subsumption commitment and/ or where there is no suitable and willing
guarantor, the Administering Authority will still consider applications on a case-by-case basis.

A subsumption commitment means that a Scheme employer in the Fund (usually the
transferring employer) agrees that they will take on responsibility for the future funding of the
liabilities of the admission body once they have exited the Fund, and (where relevant) the
admission body has paid any exit payment as determined by the actuary.

A guarantor provides a commitment to meet any obligation or liability of the admission body
under the admission agreement.

The guarantor must be a party permitted to give such a guarantee under the Regulations and
must be acceptable to the Administering Authority. Usually, this is the transferring employer.

The Administering Authority will, if it deems appropriate, accept an admission where there is
no guarantee or subsumption commitment offered. This acceptance may be subject to
additional conditions. Such conditions will often include the following:

. the Fund’s actuary will be asked to use the low risk funding target or the ongoing orphan
funding target to assess contribution requirements; and/or

° the admission body must have a bond or indemnity from an appropriate third party in
place. Any bond amount will be subject to review on a regular basis in line with the
Regulations; and

° the admission body may be subject to any other requirements, such as monitoring
specific factors, as the Administering Authority may decide.

Some relevant factors that the Administering Authority may consider when deciding whether
to apply any of the conditions above, in the absence of a guarantor or subsumption
commitment, are:

° uncertainty over the security of the organisation’s funding sources e.g. the admission
body relies on voluntary or charitable sources of income or has no external funding
guarantee/reserves;

° if the admission body has an expected limited lifespan of participation in the Fund;

. the general trading risk of the proposed admission body and their financial record;

. the average age of employees to be admitted and whether the admission is closed to
new joiners.

3
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3.9

3.10

3.11

3.12

3.13

3.14

3.15

3.16

The most frequent category of admission body is those admitted under paragraph 1(d)(i) of
Part 3 to Schedule 2 of the Regulations, namely that the proposed admission body is providing
(or will provide) a service or assets in connection with the exercise of a function of a Scheme
employer as a result of the transfer of the service or assets by means of a contract or other
arrangement.

The settlement of commercial terms between the transferring employer and the proposed
admission body (including any mitigations that might be offered to the proposed admission
body in respect of the usual costs of participation as an employer in the Scheme) are a
commercial matter which the Administering Authority will not be involved in.

Deficit recovery periods for these admission bodies will be set in line with the Fund’s general
policy as set out in the FSS.

Where a body believes that it is eligible for admission other than under paragraph 1(d)(i) of
Part 3 to Schedule 2 of the Regulations and requests admission into the Fund, the
Administering Authority will consider each application on a case-by-case basis.

New town and parish councils entering the Fund will be treated as follows:

° If there is a subsumption commitment from a suitable Scheme employer, then the
participation will be approved with the valuation funding basis used for the termination
assessment and calculation of ongoing contribution requirements.

° If there is no subsumption commitment from a suitable Scheme employer, then the
town or parish council must pre-fund for termination with contribution requirements
assessed using the low risk funding target or ongoing orphan funding target.

Deficit recovery periods will be determined consistent with the policy set out in the FSS.
Alternatively, the Administering Authority may determine an employer specific deficit recovery
period will apply.

The Fund generally groups the following types of employers for setting contribution rates.

° Grouped Scheduled Bodies (Town and Parish Councils admitted prior to 1 April 2008,
Drainage and Burial Boards).

° Local Management of Schools (LMS) Pools (NYC LMS pool and the City of York Council
(CoYC) LMS pool) admitted prior to 1 April 2019.

The LMS pool refers to the grouping of a number of transferee admission bodies relating to
catering and cleaning contracts within schools who were admitted to the Fund prior to 1 April
2019. Employers in the LMS pool pay the same aggregate total contribution rate as that
payable by NYC or the CoYC depending on which pool they are in.

4
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3.17

3.18

3.19

3.20

At each triennial valuation, the actuary will pool together the assets and liabilities of the council
with the other employers within the appropriate LMS pool to determine the employer
contribution rate.

The standard approach to setting employer contributions is to not group employers together
other than in the cases set out above. However, at the absolute discretion of the Administering
Authority, an employer (either an existing employer in the Fund or a new employer joining the
Fund) may be grouped with an appropriate council or other employer in the Fund for the
purpose of setting contribution rates, subject to the agreement of all relevant parties. All
relevant parties should also be aware that grouping gives rise to cross subsidies from one
employer to another over time. This arises from different membership profiles of the different
employers and from different experience. In general, we would not expect grouping to be
permitted for employers whose participation in the Fund is for a fixed period of time.

New academies will be treated as indefinite participants in the Fund with full taxpayer backing,
as they have a guarantee from the Department for Education. The funding target used to assess
contributions will therefore generally be the Scheduled and subsumption body funding target.
However, as the Department for Education guarantee is subject to review, where the
Administering Authority believes the guarantee is no longer sufficient to cover the risks posed
by the number of academies in the Fund, the Administering Authority will review the approach
taken to the Funding Target for new academies and any admission bodies for which an
academy provides a subsumption commitment, as well as the default approach taken to the
notional assets transferred to academies upon conversion.

For any other new scheduled bodies joining the Fund, the Administering Authority may,
without limitation, take into account the following factors when setting the funding target for
such bodies:

e the type/group of the employer;

e the business plans of the employer;

e an assessment of the financial covenant of the employer;

e whether the employer is a part 1 Schedule 2 or Part 2 Schedule 2 employer and if the latter,
the likelihood of new members joining the Fund; and

e any contingent security available to the Fund or offered by the employer such as guarantor
or bond arrangements, charge over assets, etc.
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4.1

4.2

4.3

4.4

4.5

4.6

4.7

Employer contributions, initial notional asset transfer and funding targets

The Fund’s actuary will calculate the employer contributions payable from the start of the
employer's participation in the Fund.

These will consist of the future service rate (FSR) or primary contribution rate, additional
(secondary) contributions required to remove any funding shortfall, and an allowance for the
possible cost of the McCloud judgement / Cost Management process as set out in paragraphs
4.25 to 4.28. Where the employer transfers on a fully funded basis (i.e. the level of notional
assets is set to be equal to the full value of the transferring liabilities using the appropriate
funding target described below) then the initial contribution rate will be equal to the FSR plus
the McCloud judgement / Cost Management process allowance. This would generally be the
case in an outsourcing of a service or function from a Scheme employer.

The FSR is net of employee contributions but includes an allowance for the lump sum death
benefit payable on death in service and administration costs.

The actuary will also calculate the funding position of the employer at the commencement
date. This shows the notional assets attributable to the employer, along with the value of
liabilities using the appropriate funding target. This is needed even when the employer starts
fully funded since any accounting figures or calculations at future triennial valuations will use
the assets and liabilities at commencement as their starting point. In some cases the asset
transfer may need to be re-calculated if the commencement date or data on transferring
members is different to that used by the actuary in their initial calculations.

If the transferring employer is providing a subsumption commitment, the subsumption funding
target will be used by the actuary when calculating the FSR and the value of liabilities. The low
risk funding target can be used where explicitly requested by the transferring employer. The
appropriate funding target to be adopted depends on what will happen to the liabilities of the
employer once it has exited the Fund (e.g. when the last active member has left or, for
admission bodies, the contract has ended).

Unless specific instruction to adopt a different approach is received in relation to a new
academy and the agreement is reflected in the Commercial Transfer Agreement, the
Administering Authority will determine the notional asset transfer from the ceding Council to
the new academy using a 'Share of Shortfall' approach. Under this approach any shortfall in
respect of the transferring members transfers to the new academy in the same proportion as
the payroll of the transferring members compared with the payroll of the ceding Council. If the
ceding Council is estimated to have no shortfall at the commencement date of the new
academy, the assets transferring to the new academy will be capped at 100% of the
transferring liabilities.

Where a new academy is set up as a multi-academy trust (MAT), the new MAT may elect to join
the Fund under two different approaches which are set out below. When a new academy joins
an existing MAT, the approach will be the same as the existing MAT.

i) Each academy within the MAT is treated as a separate employer in the Fund. Each
academy within the MAT has a separate contribution rate and shortfall amount
calculated at the commencement date of the new academy.
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4.8

4.9

4.10

4.11

4.12

4.13

ii) The MAT is treated as a single employer in the Fund. At the commencement date of the
MAT, the MAT will be treated as a single employer and contributions will be calculated
at that date consisting of a future service (primary) rate and shortfall contributions. For
any new academies joining in an inter-valuation period, the contributions for the new
academy would generally be set in line with the employer contributions of the MAT
calculated at the preceding triennial valuation of the Fund (or commencement date of
the MAT if later).

Historically, the Administering Authority have also allowed MATs to adopt an alternative
approach to the two approaches set out above, which is for academies within the MAT to be
pooled together for the purpose of setting their future service (primary) contribution rate but
then any shortfall contribution amounts are based on the position of each individual academy
within the MAT. This approach is no longer available for any new MATSs joining the Fund.

For new standalone academies the future service (primary) rate on commencement of
participation will be expressed as a percentage of pay and any shortfall contributions are
generally expressed as monetary amounts. The recovery period used to set any shortfall
contributions on commencement will generally be set equal to that used for the ceding Council
at the preceding triennial valuation of the Fund.

This approach can be used for new long term secure scheduled bodies and academies, where
the participation is assumed to be of indefinite duration, and for admission bodies that have a
'subsumption commitment' from a suitable secure Scheme employer (usually the transferring
employer). It is used to calculate the initial assets allocated to the employer and its
contributions as well as for the exit valuation (updated to allow for financial market conditions
at the exit date). This approach results in the same assumptions being used to set
contributions for the employer as apply to the Scheme employer letting the contract in the case
of an admission body (although the assumptions are updated to allow for financial market
conditions at the calculation date, whether that is the date of commencement or exit).

The assumptions used under the scheduled and subsumption body funding target assume
investment in assets that are the same as the long term investment strategy of the Fund as a
whole.

Therefore the potential outperformance over low risk investment in government bonds (gilts) is
factored in, giving a lower contribution rate but also there is exposure to the volatility of equity
based investments and the risk of the expected outperformance not being achieved and the
impact on the contributions.

This funding target gives a lower contribution rate but less certainty that the liabilities are being
fully covered compared with a new employer on the low risk funding target (see below) with
assumed notional investment in government bonds and can therefore lead to volatility in the
FSR over the life of the employer's participation in the Fund and increases the risk of a shortfall
or surplus emerging over the period of participation of the employer in the Fund.
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4.14

4.15

4.16

4.17

4.18

4.19

4.20

4.21

4.22

This approach is used for certain employers that are considered by the Administering Authority
to be less financially secure than the long-term tax raising Scheduled Bodies.

This approach would also be used to set contributions and at exit for employers that have an
appropriate subsumption commitment provided by a suitable Scheme employer that is subject
to the intermediate funding target.

This funding target is set with reference to government bond yields but includes an allowance
to reflect the expected out-performance above government bonds of the Fund's assets. This
allowance will generally be reviewed at each triennial actuarial valuation of the Fund.

This approach is used where the transferring employer or another secure long-term employer
in the Fund is not prepared to offer a subsumption commitment in relation to the employer.
This means that no other employer exists in the Fund that would be prepared to take on future
responsibility of the liabilities of the employer once the employer has exited the Fund.

On the exit of the employer, its liabilities will become 'orphan liabilities' in the Fund. This means
that should a shortfall arise in respect of these liabilities after the employer has exited the
Fund, all remaining employers in the Fund would be required to pay additional contributions to
pay off this shortfall.

In that case, the exit valuation of the employer would be carried out on the low risk funding
target in order to protect the other employers in the Fund. This assumes that after the exit of
the employer the Administering Authority would wish to back the orphan liabilities with low
risk investments such as government bonds.

The assumptions used under the ongoing orphan funding target are broadly designed to target
the low risk funding target at exit of the employer but reflect the fact that exit of the employer
will occur at some point in the future and allow for the possibility of the expected return on
government bonds changing before the exit date.

Prior to the exit date it is still assumed that the assets of the employer are invested in line with
the long term investment strategy of the Fund as a whole and this is reflected in the "in-
service" discount rate adopted as part of the ongoing orphan funding target.

This funding target would generally result in a higher initial contribution rate than if a
subsumption commitment existed (where the subsumption funding target would be adopted),
but a lower initial contribution rate than if the low risk funding target is adopted (see below),
although unlike the matched approach described below investment risk underlying the Fund's
investment strategy is retained under this approach.
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4.23

4.24

4.25

This approach is used to reduce the risk of an uncertain and potentially large shortfall being due
to the Fund at the exit of the employer.

The low risk approach assumes a notional investment in government bonds for the employer.
Under this approach the investment risk is substantially reduced and it is expected that the
assets and liabilities of the employer would move broadly in line with either other. It does not
eliminate investment risk and other funding risks remain, but it gives more certainty that the
employer rate is providing funding to ‘match’ the liabilities. However, it gives a substantially
higher contribution rate as no allowance for any expected outperformance of the Fund's assets
over the low risk funding target is factored in.

For employers commencing participation in the Fund on or after 1 April 2019 allowance will be
included in the employer contribution rate for the potential additional costs arising due to the
McCloud judgement / Cost Management process equal to 0.9% of Pensionable Pay.

This figure was determined by the Fund actuary based on calculations carried out as part of the
2019 valuation across the Fund as a whole on the scheduled and subsumption body funding
target based on information available when this was calculated.

The McCloud consultations for the LGPS (in England and Wales) were published on 16 July
2020, which set out the following key proposals:

e Compensation will apply to members who were in the LGPS on 31 March 2012 and who
have active membership of the Scheme on or after 1 April 2014

e Benefits will be the better of those accrued in the 2014 Scheme (up to 31 March 2022) and
those accrued in the 2008 Scheme, backdated to 1 April 2014 (i.e. an ‘underpin’ approach)

e Compensation will apply to members who leave with a deferred benefit and those who
retire from active service with immediate pension benefits, through voluntary age
retirement, ill health retirement, flexible retirement or redundancy

e The remedy will apply to deaths in service
e The remedy will apply to spouses’ and dependants’ benefits

Whilst there are some differences between the proposals set out in the consultation and the
assumptions made at the time of calculating the potential additional costs arising due to the
McCloud judgement / Cost Management process as part of the 2019 valuation and set out
above, given the uncertainty associated with any cost management changes and that employer
contributions will be reviewed from 1 April 2023 as part of the next triennial valuation of the
Fund, for pragmatic reasons the allowance to be included in the employer contribution rate will
be equal to 0.9% of Pensionable Pay. The same allowance will generally be made for any new
employer, irrespective of their membership and funding target.
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4.26

4.27

4.28

4.29

4.30

4.31

4.32

When determining the notional level of assets to be allocated to the new employer no
allowance will generally be made for the potential past service liabilities arising due to the
McCloud judgement / Cost Management process.

When determining the notional level of assets to be allocated to a new employer commencing
participation in the Fund on or after 23 March 2021, the Fund actuary will allow for full
inflationary increases on GMPs for those reaching State Pension Age on or after 6 April 2016.

In determining the approach set out above, the Administering Authority has had regard to the
advice of the Fund actuary. It will be kept under regular review as further information on the
McCloud judgement and Cost Management process becomes available. In exceptional
circumstances any future change in approach may be backdated if considered necessary in light
of the specific circumstances of a particular employer. However, no changes are envisaged to
asset transfers for employers that commenced participation before 1 April 2019.

The Regulations require a triennial actuarial valuation of the Fund. As part of each actuarial
valuation separate employer contribution rates are assessed by the actuary for each
participating employer or group of employers. The Administering Authority also monitors the
position and may amend contributions between valuations as permitted by Regulations 64(4)
and 64A.

The Administering Authority will consider reviewing employer contributions between formal
valuations in the following circumstances:

e it appears likely to the Administering Authority that the amount of the liabilities arising or
likely to arise has changed significantly since the last valuation;

e it appears likely to the Administering Authority that there has been a significant change in
the ability of the Scheme employer or employers to meet the obligations of employers in
the Scheme;

e it appears likely to the Administering Authority the Scheme employer will become an exiting
employer; or

e the Scheme employer or employers have requested a review of Scheme employer
contributions and have undertaken to meet the costs of that review.

For the avoidance of doubt, the Administering Authority will not consider a review of
contributions under Regulation 64A purely on the grounds of a change in market conditions
affecting the value of assets and/or liabilities.

In determining whether a review should take place under Regulation 64A, the Administering
Authority will consider the following factors (noting that this is not an exhaustive list):

e the circumstances leading to the change in liabilities arising or likely to arise, for example
due to the restructuring of an employer, a significant outsourcing or transfer of staff, the
loss of a significant contract, closure to new entrants, material redundancies, significant pay
awards, or other significant changes to the membership due to ill-health retirements or
voluntary withdrawals
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4.33

4.34

4.35

4.36

e the materiality of any change in the employer's membership or liabilities, taking account of
the Fund actuary's view of how this might affect its funding position, primary or secondary
contribution rate;

e whether, having taken advice from the Fund actuary, the Administering Authority believes a
change in funding target or deficit recovery period would be justified, e.g. on provision or
removal of any security, subsumption commitment, bond, guarantee, risk-sharing
arrangement, or other form of indemnity in relation to the employer's liabilities in the Fund;

e the materiality of any change in the employer's financial strength or longer-term financial
outlook, based on information supplied by the employer and supported by a financial risk
assessment or more detailed covenant review carried out by the Fund actuary or other
covenant adviser to the Fund;

e the general level of engagement from the employer and its adherence to its legal
obligations as set out in the Pensions Administration Strategy and elsewhere, including the
nature and frequency of any breaches such as failure to pay contributions on time.

For an employer where contributions may be reviewed under Regulation 64(4), the following
circumstances may trigger a review, which may be informal as well as a full interim valuation
(this is not intended to be a comprehensive list):

e areview has been requested by the relevant guarantor or subsuming employer, or for
transferee and Schedule 2 Part 3 (1)(d) admission bodies the relevant scheme employer;

e a material change in circumstances, such as the date of exit becoming known, material
membership movements or material financial information coming to light;

For an employer whose participation is due to cease within the next 3 years, the Administering
Authority will monitor developments and may see fit to request an interim valuation at any
time.

Notwithstanding the above guidelines, the Administering Authority reserves the right to
request an interim valuation of any employer at any time if Regulation 64(4) or 64A applies
which may lead to a revised contribution schedule for the employer.

Where contributions are being reviewed for an employer with links to another employer in the
Fund, particularly where this is a formal organisational or contractual link, e.g. a formal
guarantee, subsumption commitment or risk sharing arrangement is in place, the Administering
Authority will consider the potential risk and impact of the contribution review on those other
employer(s), taking advice from the Fund actuary as required.

In other cases information will be required from the employer, e.g. in relation to its financial
position and business plans which could be the catalyst for informing the employer that a
review is being proposed. In all cases, the Administering Authority will advise the employer
that a review is being carried out and share the results of the review and any risk or covenant
assessment as appropriate. It should be noted that the fact of a review being carried out does
not automatically mean that contributions will be amended (up or down) since that will depend
upon the materiality of the changes and other factors such as the outcome of discussions with
the employer and any related employer in the Fund and the proximity to the next formal
valuation.
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4.37

4.38

4.39

4.40

Where, following representations from the employer, the Administering Authority is
considering not increasing the employer's contributions following a review, despite there being
good reason to do so from a funding and actuarial perspective, e.g. if it would precipitate the
failure of the employer or otherwise seriously impair the employer's ability to deliver its
organisational objectives or it is expected that the employer's financial position will improve
significantly in the near-term, the Administering Authority will consult with any related
employers with a view to seeking their agreement to this approach.

It is expected that in most cases the employer will be aware of the proposed review of their
contributions since this will be triggered by an employer's action and employers should be
aware of the need to engage with the Fund in relation to any activity which could materially
affect their liabilities or ability to meet those liabilities.

The Administering Authority will consult with the employer on the timing of any contribution
changes and there will be a minimum of 4 weeks’ notice given of any contribution increases. In
determining whether, and when, any contribution changes are to take effect the Administering
Authority will also consider the timing of contribution changes following the next formal
valuation. As a result, contribution reviews are unlikely to be carried out during the 12 month
period from the valuation date although if there were any material changes to the expected
amount of liabilities arising or the ability of the employer to meet those liabilities during that
period, this should be taken into account when finalising the Rates and Adjustments Certificate
as part of the valuation.

Where the request for a review comes from the employer, before submitting their request, the
employer should consider the regulatory requirements and the Fund's policy as set out above
and satisfy themselves that there has been a relevant change in the expected amount of
liabilities or their ability to meet those liabilities. The employer should contact the
Administering Authority and complete the necessary information requirements for submission
to the Administering Authority in support of their application.

The Administering Authority will consider the employer's request and may ask for further
information or supporting documentation/evidence as required. If the Administering Authority,
having taken actuarial advice as required, is of the opinion that a review is justified, it will
advise the employer and provide an indicative cost. In addition, employers should adhere to the
notifiable events framework as set out in the Pensions Administration Strategy. Employers
should be aware that all advisory fees, including actuarial, legal and any other costs incurred by
the Fund associated with a contribution review request, whether or not this results in
contributions being amended, will be recharged to the employer.
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5.1

5.2

53

5.4

5.5

5.6

Termination of an employer

In accordance with Regulation 64 the LGPS Regulations 2013, when an employer (including an
admission body) leaves the Fund, an exit valuation is carried out by the Fund’s actuary to
determine the level of any surplus or deficit in the outgoing employer's share of the Fund. All
actuarial and legal fees relating to the exit will be passed on to either the exiting employer

unlessa-prioragreementisinplace-withor the transferring employer. This will be dependent on

the outcome of the exit.

There are a number of events that will trigger an exit:

e when a contract comes to an end;

e when a contract is terminated early;

e when the employer no longer has any active members in the Fund;

e when the admission body is in breach of its obligations under the admission agreement, or
the admission agreement is otherwise terminated by one of the parties;

e theinsolvency, winding up or liquidation of the admission body
e the withdrawal of approval by HMRC to continue as a Scheme employer; or

e the admission body fails to pay any sums due in a timely manner.

When an admission agreement comes to an end or a scheduled body exits the Fund, any active
employees may transfer to another employer, either within the Fund or elsewhere. If this is not
the case the employees will retain pension rights within the Fund i.e. either deferred benefits
or immediate retirement benefits.

An exit valuation is carried out to value the liabilities of the employer at the date of exit. The
basis used to calculate the liabilities depends on the circumstances of the exit and in particular
who takes responsibility of any future liabilities. The Fund’s policy is outlined below; however,
each exit will be assessed on a case by case basis.

If the employer has a subsumption commitment in place from a suitable Scheme employer
within the Fund, the appropriate subsumption funding target will be used as the basis of the
exit valuation unless otherwise indicated below. If the transferring employer requested that the
low risk funding target was adopted on admission to the Fund, the same funding target will be
used as the basis of the exit valuation. The subsuming employer will, following any termination
payment made by the employer, be responsible for any future liabilities that arise in relation to
the former employees of the exiting employer. Any liabilities formally attributable to the exiting
employer will be assessed at each Triennial Valuation and the subsuming employer’s
contribution rates will be adjusted to reflect this.

For all other exiting employers where there is no subsumption commitment in place, the Fund's
policy is to use the low risk funding target as the basis of the exit calculation. This is to protect
the other employers in the Fund who will become responsible for any future ‘orphan liabilities’
that arise in relation to the former employees of the exiting employer post exit.
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5.7

Where the active members transfer to a new employer in the Fund on a fully funded basis, any
shortfall between the value of the liabilities assessed on the funding target of the exiting
employer and the funding target for the receiving employer will be met by the appropriate
letting body. Any changes to the default position must be agreed, prior to transfer, by all
relevant parties including the Administering Authority.

Grouped Scheduled Bodies - Town and Parish Councils admitted prior to 31 March 2008

5.8

5.9

On termination of participation within the grouped scheduled bodies, the exit valuation is
based on a simplified share of the group deficit amount, which is calculated on the Scheduled
and subsumption body funding target. This involves calculating the notional deficit share, as at
the last triennial valuation, based on the proportion of payroll that body has within the group.
An adjustment to the date of exit will normally be made in line with the assumptions adopted
as at the last triennial valuation unless the actuary and Administering Authority consider that
the circumstances warrant a different treatment, for example, to allow for actual investment
returns over the period from the last actuarial valuation to exit. Any liability that cannot be
reclaimed from the exiting employer will be underwritten by the group and not all employers in
the Fund.

Following the termination of the grouped body, any residual assets and liabilities will be
subsumed by any guarantor body for the group, or in the absence of a guarantor, subsumed by
the Fund as a whole.

Grouped Bodies - LMS Pools admitted prior to 1 April 2019

5.10

On termination of an admission body within the LMS pool, a termination valuation will
generally be calculated on the Scheduled and subsumption body funding target. The assets and
liabilities relating to the active employees will, assuming there is a subsumption commitment in
place in the admission agreement relating to that admission body, be subsumed by NYC or the
CoYC depending on which pool they are in. If there is no subsumption commitment in place,
the parties will be offered the opportunity to put one in place on exit. If this option is not taken
then the low risk funding target will be used to calculate the exit position.

Academies

5.11

In some cases, different academies within a multi-academy trust (MAT) will be (at the request
of the MAT) treated by the Fund as if they were separate employers for the purposes of
assessing contribution rates in respect of employees at those academies. However, even where
this is the case, in the event that a single academy ceases to participate in the Fund in
circumstances where other academies within the same MAT continue to participate, this will
not be treated as an exit or partial exit by the MAT and no exit valuation will be commissioned.
Rather, any liabilities attributed to an academy as a notionally separate employer will fall to be
funded by the MAT as a whole. The impact of this on the MAT's employer contributions will
generally be allowed for at the subsequent triennial valuation of the Fund. However, the
Administering Authority may direct the Fund actuary to take the cessation into account straight
away and adjust the contributions payable by the MAT if the event is considered material and
the circumstances meet the criteria for a review of contributions under Regulation 64A - see
paragraphs 4.29 to 4.40 above for details of the Administering Authority's policy in this area.
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5.12

5.13

5.14

5.15

5.16

5.17

5.18

For employers exiting the Fund on or after 1 April 2019 the Fund actuary will add 1% to the
value of the exiting employer's liabilities as a prudent margin given the possibility of additional
liabilities arising due to the McCloud judgement / Cost Management process and covering the
potential costs of GMP equalisation / indexation.

However, the Administering Authority will not seek to recalculate the exit liabilities for exits on
or after 1 April 2019 where the exit deficit (or credit) has already been paid as at the date this
policy comes into effect.

In determining this margin, the Administering Authority has had regard to guidance prepared
by the Scheme Advisory Board and the advice of the Fund's actuary. It will be kept under
regular review as further information on the McCloud judgment / Cost Management process
becomes available.

In many cases termination of an admission agreement can be predicted, for example, because
the admission body wishes to terminate their contract. In this case admission bodies are
required to notify the Fund of their intention as soon as possible. The Fund requires a minimum
of 3 months’ written notice for early termination of an admission agreement.

Where termination is disclosed in advance or in the opinion of the Administering Authority
there are circumstances which make it likely that an employer will become an exiting employer,
the Fund may request a revised certificate from the Actuary that specifies the amount that the
rates should be adjusted by prior to exit in line with Regulation 64(4) of the Regulations.

A valuation under Regulation 64 will assess the assets held as at the exit date in the Fund in
respect of the exiting employer, as compared to the liabilities of the Fund in respect of benefits
attributable to the exiting employer's current and former employees. The exit valuation will
usually show that there is either:

e a deficit, in that the liabilities have a higher value than the assets. In this situation
paragraphs 5.19 to 5.39 below will apply; or

e a surplus, in that the assets have a higher value than the liabilities. In this situation
paragraphs 5.40 to 5.50 below will apply.

In the event that a valuation under Regulation 64 results in there being no deficit or surplus,
then no further payments will be due from or to the exiting employer (save for any unpaid
liability arising before the exit valuation).

It should be noted that existence of a subsumption commitment or other agreement entered in
relation to any liabilities of the exiting employer does not mean that the exit valuation does not
need to be carried out.
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5.19

5.20

5.21

5.22

5.23

5.24

5.25

5.26

If the Fund actuary has calculated a deficit at the exit date the exiting employer is liable for
payment of that deficit under the Regulations. The Administering Authority will usually require
a lump sum payment from the exiting employer in the first instance, although the
Administering Authority may allow phased payments as permitted under Regulation 64B.
Where an exit payment cannot be met in full or in part by the exiting employer the
Administering Authority will attempt to recover any outstanding payment from a bond or
alternative indemnity that may be in place.

Following the use of any bonds or indemnities (if any), any remaining debt will be recovered in
a lump sum payment from the guarantor (if there is one). However, where the terms of the
guarantee allow it, the Administering Authority reserves the right to demand payment of any
exit debt from the guarantor as a primary liability (i.e. without first seeking payment from the
exiting employer)

If there is no guarantor any outstanding debt will be recovered from any related employer in
the case of a Schedule 2, Part 3, 1(d)(i) body. The Administering Authority may request a lump
sum payment or it may be agreed, if the related employer is a contributing employer of the
Fund, that the rates and adjustment certificate be revised to allow for the recovery of the
remaining debt over a reasonable period of time, as determined by the Administering
Authority.

In any other case the debt will be subsumed by all other employers in the Fund. The rates and
adjustment certificate for all contributing employers will be revised to allow for the recovery of
any remaining exit debt over a reasonable period of time, determined by the Administering
Authority, at the next triennial valuation following exit.

Any lump sum payments will be required within 30 days following the issue of the revised rates
and adjustment certificate showing the exit payment due unless another period is specified by
the Administering Authority. Any late payments will incur charges in accordance with the
Fund’s Charging Policy.

At the absolute discretion of the Administering Authority, a suspension notice may be awarded
to an exiting employer under Regulation 64(2A) of the Regulations. This can be for a period of
up to three years after the exit date (the maximum period permitted by the Regulations).

Any application for the Administering Authority to grant a suspension notice will normally only
be considered if the following criteria apply:

e the employer can provide evidence that it is likely to admit one or more new active
members to the Fund within the period of the suspension notice;

e the employer is not a ‘closed’ employer (no new active members are permitted to join the
Fund); and

e any application for the Administering Authority to grant a suspension notice is made within
three months of the exit date.

The Administering Authority reserves the right to withdraw a suspension notice if the terms of
the agreement to award a suspension notice are not being upheld by the employer.
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5.27

5.28

5.29

5.30

5.31

5.32

5.33

5.34

5.35

If a suspension notice is awarded, the exit valuation will be deferred until the earlier of:
e the end of suspension period; or,
e the point at which the suspension notice is withdrawn (for any reason).

If one or more new active members are admitted to the Fund the employer’s full participation
in the Fund will resume.

During the period of any suspension notice, the employer must continue to make contributions
to the Fund as certified in the rates and adjustments certificate.

The starting position of the Administering Authority is that an exiting employer will be required
to meet any exit liability owed as a single lump sum payment. However, the Administering
Authority may allow phased exit payments as permitted under Regulation 64B.

It is envisaged that spreading of exit payments will only be considered at the request of an
employer. The Administering Authority will then engage with the employer to consider the
application and determine whether spreading the exit payment is appropriate, and the terms
which should apply.

In determining whether to permit an exit payment to be spread, the Administering Authority
will consider factors including, but not limited to:

e the ability of the employer to make a single capital payment;

e whether any security is in place, including a charge over assets, bond, guarantee or other
indemnity;

e whether the overall recovery to the Fund is likely to be higher if spreading the exit payment
is permitted.

In determining the employer's ability to make a single payment the Administering Authority will
seek actuarial, covenant or legal advice as required. Where the Administering Authority
considers that the employer is financially able to make a single capital payment, this will
normally weigh against the Administering Authority allowing the payment to be spread.

The employer will be required to provide details of its financial position, business plans and
financial forecasts and such other information as required by the Administering Authority in
order for it to make a decision on whether or not to permit the exit payment to be spread. This
information must be provided within 2 months of request.

In determining the appropriate length of time for an exit payment to be spread, the
Administering Authority will consider the affordability of the instalments using different
spreading periods for the employer. The default spreading period will be up to 3 years but
longer periods may be considered where the Administering Authority is satisfied that this
doesn't pose undue risk to the Fund in relation to the employer's ability to continue to make
payments over the period.
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5.36

5.37

5.38

5.39

Whilst the Administering Authority's preference would be for an employer to request spreading
of any exit payment in advance of the exit date, it is acknowledged that the request may not be
able to be made until the results of the exit valuation are known. Where there is a guarantor or
subsuming employer, the guarantor/subsuming employer will also be consulted and any
agreement to spread the exit deficit may be conditional on the guarantee (or where there is
one in place prior to exit, a bond) continuing in force during the spreading period.

The amount of the instalments due under an exit deficit spreading agreement will generally be
calculated as equal annual amounts allowing for interest over the spreading period in line with
the discount rate used to calculate the exit liabilities. Alternatively, monthly payments may be
required, or the Administering Authority may require a higher initial payment with lower
annual payments thereafter to reduce the risk to the Fund. Alternative payment arrangements
may be made in exceptional circumstances as long as the Administering Authority is satisfied
that they don't materially increase the risk to the Fund.

Where it has been agreed to spread an exit payment the Administering Authority will advise the
employer in writing of the arrangement, including the spreading period, the annual payments
due, any other costs payable including actuarial and legal costs and the responsibilities of the
employer during the spreading period. Where a request to spread an exit payment has been
denied the Administering Authority will advise the employer in writing and provide a brief
explanation of the rationale for the decision.

The Administering Authority will take actuarial, covenant, legal and other advice as considered
necessary. In addition, employers will be expected to engage with the Administering Authority
during the spreading period and adhere to the notifiable events framework as set out in the
Pensions Administration Strategy. If the Administering Authority has reason to believe the
employer's circumstances have changed such that a review of the spreading period (and hence
the payment amounts) is appropriate, it will consult with the employer and a revised payment
schedule may be implemented. Whilst this review may also consider the frequency of
payments, it should be noted that it is not envisaged that any review will consider changes to
the original exit amount nor interest rate applicable. An employer will be able to discharge its
obligations under the spreading arrangement by paying off all future instalments at its
discretion. The Administering Authority will seek actuarial advice in relation to whether there
should be a discount for early payment given interest will have been added in line with the
discount rate used for the exit valuation.
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5.40

541

5.42

As soon as is practicable after the production of the applicable exit valuation, the Administering
Authority will notify the exiting employer and, where the exiting employer has been admitted
to the fund as an admission body:

e any party that has given a guarantee under paragraph 8 of Part 3 to Schedule 2 to the
Regulations; and

e (in respect of admissions under paragraph (1)(d) of Part 3 of Schedule 2 to the Regulations)
any scheme employer who was providing a service or assets in connection with the
exercise of a function of the exiting employer

of the fact that the exit valuation shows a surplus, that the Administering Authority intends to
make a determination of whether this surplus should be passed in whole or in part to the

exiting employer, and to request that each party provides their written representations to the
Administering Authority in relation to any factors which, in their view, would influence such a
decision and make the payment of a surplus to the exiting employer more or less appropriate.

When requesting the representations of the parties, the Authority will set a time period for
responses that it considers reasonable in the circumstances, but which shall not be less than 14
days in duration. Except in cases where the amount of the surplus in question would make the
process disproportionate, the Authority would usually offer each party consulted a separate
opportunity to respond in writing to the representations of the other party (if any have been
made).

The representations of the parties mentioned in paragraph 5.40 above may (but need not)
detail any risk sharing arrangement agreed between the parties as regards the participation of
the exiting employer in the Fund.

The Administering Authority will make a determination of the amount of the exit credit (if any)
payable to the exiting employer. In reaching this decision, the Administering Authority will have
regard to the following factors:

a) the extent to which there is a surplus;

b) the proportion of the excess of assets which has arisen because of the value of the
exiting employer's contribution;

c) the representations received by the parties under paragraph 5.40 above;

d) the date on which the admission and/or commercial arrangements between the exiting
employer and scheme employer came into effect, and whether therefore the parties
had the opportunity to deal with the chance of an exit credit in their contractual
arrangements;

e) (where the Administering Authority is aware of the same) whether or not the exiting
employer has been exposed to the full financial risk of participation in the Fund and the
existence of any risk-sharing arrangements in place with third parties;

f) where part or all of the surplus relates to an increase in the value of the assets of the
Fund as at the exit date due to better-than-expected investment growth or returns, the
extent to which that increase in asset value can be regarded as a stable and long-term
value increase;

g) any other relevant factors.
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5.43

No single factor will be conclusive and the Administering Authority will consider all the
circumstances in the round in coming to its decision on the correct level of an exit payment. In
order to help the parties in formulating their representations, the Administering Authority sets
out below the factors it may consider, and some guidance as to the usual implication of those

factors:

Factor

The Administering Authority's view on how this
may influence the determination

The extent to which there is a surplus

Will not itself influence the determination in favour
or against the exit credit, but the Administering
Authority may decide to truncate the
determination process where the surplus is so
small as to make the full process administratively
disproportionate;

The proportion of the excess of assets
which has arisen because of the value
of the exiting employer's contributions

In general, the Administering Authority considers
that where the surplus exceeds the total employer
contributions received over the course of the
admission (plus a reasonable allowance for interest
where this might be appropriate), this would weigh
against the payment of the full surplus as an exit
credit;

The representations received from the
parties

Dependent on their content;

The date on which the admission
and/or commercial arrangements
between the exiting employer and
scheme employer came into effect, and
whether therefore the parties had the
opportunity to deal with the chance of
an exit credit in their contractual
arrangements

In general, the Authority considers that where the
arrangements pre-date the introduction into the
Regulations of the concept of exit credits, and
therefore the parties did not anticipate the
existence of an exit credit in their negotiations or
contractual arrangements, this will weigh against
the payment of an exit credit (either in full or in
part dependent on the circumstances), and where
the arrangements post-date the concept of exit
credits, this will weigh in favour of the payment of
an exit credit (either in full or in part dependent on
the circumstances);

Whether or not the exiting employer
has been exposed to the full financial
risk of participation in the Fund and the
existence of any risk-sharing
arrangements in place with third
parties

In general, the Administering Authority considers
that where the exiting employer has not been
exposed to the usual financial risks associated with
admission by reason of its commercial
arrangements with third parties (for example the
scheme employer), this would weigh against the
payment of an exit credit (either in full or in part
dependent on the circumstances of the
arrangement in question). Such a risk sharing
arrangement might include for example:

e an agreement whereby the exiting employer
will be protected from, or reimbursed in
respect of, any deficit which arises under
Regulation 64 of the Regulations, either in
whole or to a material extent; and/or
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e an agreement which protects the exiting
employer from variation in respect of the level
of its ongoing employer contributions to the
Fund, either in absolute terms, or within a
defined range (often referred to as a "cap and
collar" arrangement).

The Authority also considers that where a scheme
employer has given a subsumption commitment in
respect of an exiting employer, this would qualify
as a risk sharing arrangement, as the practical
effect would be to transfer contingent risks that
would usually rest with the exiting employer to the
subsuming employer, thus reducing the risk to
which the exiting employer is exposed. Where the
Administering  Authority is aware that a
subsumption commitment has been given, it will
prepare and will submit to the parties exit
valuations prepared on both the subsumption basis
and discounting the subsumption commitment, in
order to more clearly demonstrate the impact of
the subsumption and to enable the parties to make
informed representations on the impact of the
subsumption commitment on the exit surplus;

Where part or all of the surplus relates | In general, the Administering Authority considers
to an increase in the value of the assets | that where the exit took place at a time when the

of the Fund as at exit date due to value of assets held by the Fund were
better-than-expected investment unexpectedly high, and subsequently declined, or
growth or returns, the extent to which | appear to the Administering Authority reasonably
that increase in asset value can be likely to decline in the short or medium term, then
regarded as a stable and long-term this will weigh against the payment of an exit credit
value increase; (either in full or in part dependent on the

circumstances). Where the Authority relies on this
factor in making a determination, it will provide
the parties with details of why it considers that is
the case; and

Any other relevant factors. Dependent on the factor in question.

5.44 In making a determination under paragraph 5.42, the Administering Authority will take such
legal, actuarial and investment advice as it considers appropriate.

5.45 The Administering Authority will notify each of the parties identified in paragraph 5.40 of the
amount of any surplus which it has determined should be returned to the exiting employer, if
any (the "exit credit").
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5.46

5.47

5.48

5.49

5.50

5.51

5.52

Where the Administering Authority has determined that an exit credit will be paid, the
Administering Authority will make the payment to the exiting employer by the later of:

e six months after the date of the exit event; or

e such later date as the Administering Authority and the exiting employer may agree.

The Administering Authority's ability to meet the payment deadlines mandated by the
Regulations is dependent on the parties providing the information needed as part of the exit
process in a timely manner.

Payment will be made by BACS in the absence of a compelling reason why this is not
appropriate. If there are any sums due from the exiting employer connected to their
participation in, or exit from, the Fund, then these sums will be deducted from any exit credit
due to the exiting employer before payment.

If the scheme employer and admission body wish to change the default position on the
payment of an exit credit then they should include suitable provisions in any service agreement
between themselves. Where the Administering Authority determines that an exit credit is to be
paid, this will in all circumstances be paid to the exiting employer and not to any other party
(even where, for example, the exiting employer requests it or the exiting employer has already
agreed to pass that payment to a third party).

When an exit credit payment is made, or if the Administering Authority determines that no exit
credit is due, no further payments are due from the Administering Authority in respect of any
surplus assets relating to the benefits of any current or former employees of the exiting
employer.

Under Regulation 64(7A) of the Regulations, an administering authority may enter into a
written agreement with an exiting employer for that employer to defer their obligation to make
an exit payment and continue to make contributions at the secondary rate.

The Administering Authority’s current policy is that Deferred Debt Agreements will generally
not be permitted.
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