Oxfordshire Pension Fund

1 What happens when an employer joins the fund?

1.1  When can an employer join the fund
Employers can join the fund if they are a new scheduled body or a new admission body. New designated
employers may also join the fund if they pass a designation to do so.

On joining, the fund will determine the assets and liabilities for that employer within the Fund. The calculation
will depend on the type of employer and the circumstances of joining.

A contribution rate will also be set. This will be set in accordance with the calculation set out in Section 2,
unless alternative arrangements apply (for example, the employer has agreed a pass-through arrangement).
More details on this are in Section 5.4 below.

1.2 New academies
New academies join the fund as separate scheduled employers. Only active members of former council schools
transfer to new academies. Newly established academies do not transfer active members from a locally
maintained school but must allow new active members to transfer in any eligible senice.

Liabilities for transferring active members will be calculated (on the ongoing basis) by the fund actuary on the
day before conwversion to an academy. Liabilities relating to the converting school’s former employees (ie
members with deferred or pensioner status) remain with the ceding council.

New academies will be allocated an asset share based on the estimated funding level of the ceding council’s
active members, having first allocated the council’s assets to fully fund their deferred and pensioner members.
This funding level will then be applied to the transferring liabilities to calculate the academy’s initial asset share,
capped at a maximum of 100%. The council’s estimated funding level will be based on market conditions on the
day before conwversion.

The fund treats new academies as separate employers in their own right, who are responsible for their allocated
assets and liabilities. The new academy’s contribution rate (where not joining an existing MAT or the academies
pool) is based on the current funding strategy (set out in section 2) and the transferring membership.

Academies joining an existing MAT within the fund will be pooled with this MAT and will fully share all risks and
costs. Academies within a MAT pay the same total contribution rate. If an academy leaves one MAT and joins
another, all active, deferred and pensioner members transfer to the new MAT (unless it is not possible to identify
all deferred and pensioner members of the transferring academy).

The fund’s policies on academies may change based on updates to guidance from the Department for Levelling
Up, Housing and Communities or the Department for Education. Any changes will be communicated and
reflected in future funding strategy statements.

The Fund’s Academies Policy is available here.

1.3 New admission bodies as aresults of outsourcing services
New admission bodies usually join the fund because an existing employer (usually a scheduled body like a
council or academy) outsources a senice to another organisation (a contractor). This inwlves TUPE transfers
of staff from the letting employer to the contractor. The contractor becomes a new participating fund employer
for the duration of the contract and transferring employees remain eligible for LGPS membership. Atthe end of
the contract, employees typically revert to the letting employer or a replacement contractor.
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There is flexibility for outsourcing when it comes to pension risk potentially taken on by the contractor. You can
find more details on outsourcing options from the administering authority or in the contract admission
agreement. However, in general, the funding arrangements are set up as one of the following two options:

(i) Pass-through admissions
The Fund’s preference is that all new admission bodies will be set up via a pass-through arrangement. The
Fund’'s pass-through policy is available here.

(if) Other admissions
Liabilities for transferring active members will be calculated by the fund actuary on the day before the

outsourcing occurs. New contractors will then be allocated an asset share equal tothe value of the transferring
liabilities. The admission agreement may set a different initial asset allocation, depending on contract-specific
circumstances.

1.4 Other new employers
There may be other circumstances that lead to a new admission body entering the fund, eg set up of a wholly

owned subsidiary company by a Local Authority. Calculation of assets and liabilities on joining and a
contribution rate will be carried out allowing for the circumstances of the new employer.

New designated employers may also join the fund. These are usually town and parish councils. Contribution
rates will be set using the same approach as other designated employers in the fund.

1.5 Risk assessment for new admission bodies
Under the LGPS regulations, a new admission body must assess the risks it poses to the fund if the admission
agreement ends early, for example if the admission body becomes insolvent or goes out of business. In
practice, the fund actuary assesses this because the assessment must be carried out to the administering
authority’s satisfaction.

After considering the assessment, the administering authority may decide the admission body must provide
security, such as a guarantee from the letting employer, an indemnity or a bond.

This must cover some or all of the:

e strain costs of any early retirements, if employees are made redundant when a contract ends prematurely
¢ allowance for the risk of assets performing less well than expected

o allowance for the risk of liabilities being greater than expected

¢ allowance for the possible non-payment of employer and member contributions

e admission body’s existing deficit.
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2 What happens if an employer has a bulk transfer of staff?

Bulk transfer cases will be looked at individually, but generally:

¢ the fund won’t pay bulk transfers greater in value than either the asset share of the transferring employer in
the fund, or the value of the liabilities of the transferring members, whichever is lower

e the fund won'’t grant added benefits to members bringing in entitlements from another fund, unless the asset
transfer is enough to meet the added liabilities

¢ the fund may permit shortfalls on bulk transfers if the employer has a suitable covenant and commits to
meeting the shortfall in an appropriate period, which may require increased contributions between
valuations.

The bulk transfer policy is available here.
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3 What happens when an employer leaves the fund?

3.1 Whatis acessation event?
Triggers for considering cessation from the fund are:

¢ the last active member stops participation in the fund. The administering authority, at their discretion, can
defer acting for up to three years by issuing a suspension notice. That means cessation won'’t be triggered if
the employer takes on one or more active members during the agreed time

e insolvency, winding up or liquidation of the admission body

e abreach of the agreement obligations that isn’t remedied to the fund’s satisfaction
e failure to pay any sums due within the period required
e failure to renew or adjust the level of a bond or indemnity, or to confirm an appropriate alternative guarantor

On cessation, the employer may be permitted to enter into a deferred debt arrangement (DDA) and become a
deferred employer in the Fund (as detailed in Section 7.4). If no DDA exists, the administering authority will
instruct the fund actuary to carry out a cessation valuation to calculate if there is a surplus or a deficit when the
fund leaves the scheme.

3.2 Whathappens on cessation?
The administering authority must protect the interests of the remaining fund employers when an employer
leaves the scheme. The actuary aims to protect remaining employers from the risk of future loss. The funding
target adopted for the cessation calculation is below. These are defined in Appendix D.

(a)  Where there is no guarantor, cessation liabilities and a final surplus/deficit will usually be calculated
using a low-risk basis, which is more prudent than the ongoing participation basis. The low-risk exit
basis is defined in Appendix D.

(b)  Where there is a guarantor, the guarantee will be considered as part of the cessation valuation. For
example:

- the cessation may be calculated using the ongoing participation basis; or

- it may be possible to transfer the employer’s liabilities and assets to the guarantor without
crystallising deficits or surplus. This may happen if an employer can’t pay the contributions due and
the approach is within guarantee terms.

Howewver, where the guarantor is a ‘guarantor of last resort’ only, this will have no effect on the cessation
valuation.

If the fund can’t recover the required payment in full, unpaid amounts will be paid by the related letting authority
(in the case of a ceased admission body) or shared between the other fund employers. This may require an
immediate revision to the rates and adjustments certificate or be reflected in the contribution rates set at the
next formal valuation.

The fund actuary charges a fee for cessation valuations. Fees and expenses are at the employer's expense and
may be deducted from the cessation surplus or added to the cessation deficit. This improves efficiency by
reducing transactions between employer and fund.

The cessation policy is available here.
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3.3 How do employersrepay cessation debts?
If there is a deficit, full payment will usually be expected in a single lump sum or:

e spread over an agreed period, if the employer enters into a deferred spreading agreement (DSA)

e if an exiting employer enters into a DDA, it stays in the fund and pays contributions until the cessation
debt is repaid. Payments are reassessed at each formal valuation.

Further details are set out in the cessation policy available here.

3.4 Whatif an employer has no active members?

When employers leave the fund because their last active member has left, they may pay a cessation debt,
receive an exit credit or enter a DDA/DSA. Beyond this they have no further obligation to the fund and either:

a) their asset share runs out before all ex-employees’ benefits have been paid, in which case the other fund

employers will be required to contribute to the remaining benefits. The fund actuary will apportion the
liabilities on a pro-rata basis at the formal valuation.

b) the last ex-employee or dependant dies before the employer's asset share is fully run down, in which

case the fund actuary will apportion the remaining assets to the other fund employers on a pro-rata basis
at the formal valuation.

3.5 Whathappens if there is a surplus?
If the cessation valuation shows the exiting employer has more assets than liabilities — an exit credit — the
administering authority can decide how much will be paid back to the employer based on:

e the surplus amount
e the proportion of the surplus due to the employer’s contributions

e any representations (like risk sharing agreements or guarantees) made by the exiting employer and any
employer providing a guarantee or some other form of employer assistance/support

e any other relevant factors.

The exit credit policy is set out within section 3.3 of the Fund’'s cessation policy, available here.
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