Sarah Eseex

From: John Hubbleday <john.hubbleday@bdo.co.uk>

Sent: 29 June 2023 14:54

To: Sarah Espey

Cc: Alexander Omell; Matt X Taylor; Matthew Gibson

Subject: Re: Stantonbury Parish Council: LGPS Pension Deficit [BDO-UK.FID4154189]
Hi Sarah,

Thank you for your email. We look forward to hearing from you next month.
Kind regards.
John

0796 772 9624

From: Sarah Espey <sarah.espey@stantonburyparishcouncil.org.uk>

Sent: Thursday, June 29, 2023 14:52

To: John Hubbleday <john.hubbleday@bdo.co.uk>

Cc: Alexander Omell <Alexander.Omell@bdo.co.uk>; Matt X Taylor <Matt.X.Taylor@bdo.co.uk>; Matthew Gibson
<Matthew.Gibson@bdo.co.uk>

Subject: RE: Stantonbury Parish Council: LGPS Pension Deficit [BDO-UK.FID4154189]

Attention: This email originated outside BDO LLP. Please be extra vigilant when
opening attachments or clicking links.

HiJohn

Thank you for your email. | have a finance committee meeting mid-July where | shall be discussing this with the
relevant councillors. | will be in touch again after this.

Kind regards

Sarak

Sarah Espey MAAT
Responsible Financial Officer
Stantonbury Parish Council

Tel: 01908 227201
Mobile: 07305 076471

Please note my regular working days are Tuesday — Thursday (6hrs per day)

From: John Hubbleday <john.hubbleday@bdo.co.uk>

Sent: Friday, June 23, 2023 2:21 PM

To: Sarah Espey <sarah.espey@stantonburyparishcouncil.org.uk>
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Cc: Alexander Omell <Alexander.Omell@bdo.co.uk>; Matt X Taylor <Matt.X.Taylor@bdo.co.uk>; Matthew Gibson
<Matthew.Gibson@bdo.co.uk>
Subject: RE: Stantonbury Parish Council: LGPS Pension Deficit [BDO-UK.FID4154189]

Hi Sarah,

Further to my previous email, please see below a draft scope and fee proposal to address the issues which the
Stantonbury Parish Council have, as set out in your original email.

This scope and fee proposal is subject to any comments that you and your colleagues may have and is also subject
to approval from our internal project acceptance committee. Any engagement is also subject to final conflict
clearance, however, nothing has been identified as yet.

If it is helpful to set up a call to discuss this, then please let us know and we would be delighted to discuss this
with you. If you are in agreement with the scope set out below, then please let us know and, subject to the above,
we will issue an engagement letter for the work.

We look forward to hearing from you.

Kind regards

John

Background

Stantonbury Parish Council (‘SPC’) is an employer in the Buckinghamshire Pension Fund (the ‘Fund’), which is an
Administering Authority of the Local Government Pension Scheme (‘LGPS’). SPC is seeking advice on the different
funding approaches that are used to determine employer contributions in the LGPS. SPC has also requested advice
on the implications of its current funding deficit within the Fund.

Proposed scope and fees

Our proposed scope of work is set out below:

e Phase 1 - Advice in understanding the funding results of the 2022 triennial valuation.

We will review the information set out below and prepare a high-level report for SPC commenting on:

SPC’s LGPS funding position resulting from the 31 March 2022 valuation.

How, and why, SPC’s funding position changed between 2019 and 2022, and how it may have changed since 31
March 2022.

SPC’s employer contribution rates for the 2022 triennial valuation, how these compare to the employer
contributions certified at the 2019 triennial valuation, including whether SPC could propose an alternative
rate of contribution to the Fund under the LGPS Regulations.

Relevant aspects of the Fund’s Funding Strategy Statement impacting SPC’s contributions and funding level.

SPC’s ability to exit the LGPS and how this could be implemented.

The implications of SPC ceasing participation in the LGPS, including how the exit debt might be triggered.

Potential options for managing an exit debt within the Fund, including reference to payment options that might

be available under the LGPS Regulations (such as a Deferred Debt Agreement or a Debt Spreading
Arrangement).



For and on behalf of BDO LLP

PENSIONSAge
WARDS

2023
WINNER

PENSIONS ACCOUNTANCY FIRM OF THE YEAR

From: Sarah Espey <sarah.espey@stantonburyparishcouncil.org.uk>
Sent: Thursday, June 15, 2023 2:48 PM

To: Alexander Omell <Alexander.Omell@bdo.co.uk>

Subject: LGPS Pension Deficit

Attention: This email originated outside BDO LLP. Please be extra vigilant when
opening attachments or clicking links.

Dear Alexander,

I found your details after a bit of internet research. | am the finance officer for Stantonbury Parish Council, and have
ben tasked with looking into the LGPS pension deficit implications we have as stated on the 31 March 2022
valuation —see attached on page 3 and 6. The councillors would like someone to explain how the deficit has arisen,
and what it means to us. There are two figures, one is a funding deficit, which has come down from £31k in March
2019, to £19.2K in March 2022., The other is the cessation deficit if no further support in place for remaining
liabilities, which stands at £378k.

Is this something you may be able to help us understand, and if so what are your charges?

Kind regards

Saratk

Sarah Espey MAAT
Responsible Financial Officer
Stantonbury Parish Council

Tel: 01908 227201
Mobile: 07305 076471

Please note my regular working days are Tuesday — Thursday (6hrs per day)

STANTONBURY
PARISH
COUNCIL

Stantonbury Parish Council
Parish Office, 126 Kingsfold, Bradville, Milton Keynes, MK13 7DX
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Introduction

This schedule is provided to Buckinghamshire Council as administering authority to Buckinghamshire Pension Fund (the Fund). It has been generated from
our online employer results modelling tool llluminate Me. It may be shared with Stantonbury P.C. (the Employer) but it does not constitute advice to
them. The Fund is part of the Local Government Pension Scheme (LGPS).

The purpose of this document is to provide a summary of the preliminary results of the actuarial valuation as at 31 March 2022 in relation to the
Employer's individual funding position. A full valuation report will follow by 31 March 2023, which will provide details of the valuation method,

assumptions and results of the valuation.

The purpose of the valuation is to review the financial position of the Fund and to set appropriate contribution rates for each employer in the Fund for the
period from 1 April 2023 to 31 March 2026 as required under Regulation 62 of the Local Government Pension Scheme Regulations 2013 (the Regulations)
as amended. These contributions rates will be based on each employer’s own membership/funding unless the employer participates in a pool, in which
case the funding position of the pool will be considered.

McCloud judgment

At the time of writing, the amending regulations to address the remedy to LGPS benefits under the McCloud judgment have not been made. However,
guidance for the 2022 valuations has been provided by the Department for Levelling Up, Housing & Communities (DLUHC). Using this guidance, the
liabilities calculated for each employer include an allowance for the McCloud remedy. Please note that this allowance will change from year to year as
the impact on members will change from year to year. For more information, please contact the administering authority.

Compliance statement

This schedule is subject to and complies with Technical Actuarial Standard 100: Principles for Technical Actuarial Work (TAS 100) as a component
communication of the 2022 valuation. This schedule does not constitute advice to the Employer.

Version 1 Buckinghamshire Pension Fund | Stantonbury P.C. Results Schedule as at 31 March 2022 | 7 December 2022
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Employer results

Funding position

Each participating employer, or group of similar employers, will likely have differing results to the Fund as a whole depending upon their own profile of
membership within the Fund, and how this has changed in the inter-valuation period.

Using the proposed assumptions, the preliminary results as at 31 March 2022 for Stantonbury P.C. are set out in the chart below. We have included the
funding position at 31 March 2019 for comparison.

£400k
£325k
£306k
£300k
£92k
" Assets
4] Actives
=
3 £200k £179k Deferreds
o @ pensioners
£306k | £156k flase g
£100k £20K
£148k
{
2022 2019

The Employer has a funding deficit of £19.2k at 31 March 2022, relating to a funding level of 94.1%, compared to a funding deficit of £31.0k at 31 March
2019, relating to a funding level of 82.7%.

We have estimated that there has been no increase in liabilities as a result of the McCloud remedy.

Version 1 Buckinghamshire Pension Fund | Stantonbury P.C. Results Schedule as at 31 March 2022 | 7 December 2022
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Funding position reconciliation

The table below shows a breakdown of the change in the funding position since the previous valuation (this will be at pool level if the Employer is pooled).
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More details of each change are in Appendix 3.
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The total contribution rates payable by employers consists of two elements, the primary rate and the secondary rate. The primary rate covers the cost of
benefit accrual and the secondary rate is the adjustment required to reach the total rate payable (for example, to recover a funding deficit identified).

The proposed minimum contribution rates for the three year period from 1 April 2023 to 31 March 2026 are detailed below. These contribution rates have
been provided to the administering authority and reviewed via llluminate Me. The Employer may pay further amounts at any time.

Contribution rate results

Previously certified

Provisionally certified

Year ending 31 March 2023 31 March 2024 31 March 2025 31 March 2026
Total contributions 25.1% 23.7% 23.7% 23.7%
Consisting of

Primary rate (of pay p.a.) 20.0% 21.6% 21.6% 21.6%
Secondary rate (% of pay plus £ p.a.) 5.1% 2.1% 2.1% 2.1%
Contribution rate analysis

Estimated annual pay £138k £144k £149k £155k
Estimated Total contributions £34.7k £34.1k £35.4k £36.8k
Increase (in absolute terms) - -1.9% 3.9% 3.9%

Version 1
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Buckinghamshire Pension Fund | Stantonbury P.C. Results Schedule as at 31 March 2022 | 7 December 2022

5of 11



» BARNETT
WADDINGHAM

Assumptions
These rates have been calculated using the following assumptions:
e The employer is open to new members.
* The deficit is assumed to be repaid over a period of 11 years.
* Monetary contributions are assumed to be paid monthly.
* Secondary contributions are assumed to increase in line with salaries.

Minimume-risk cessation information

If the Employer was to exit the Fund, with no further support for their remaining Fund liabilities on exit, we would establish the funding position on a
“minimum-risk” basis. This is similar to adopting a basis that would be used to secure the liabilities from an insurance company. In practice there is no
scope for the liabilities to be bought out via such an arrangement but it represents one measure of the cost of funding the liabilities while minimising
the risk of further costs having to be met by other employers in the future. In particular, an appropriate approach to determine the liabilities on a
minimum-risk basis would be to use gilt yields as the discount rate. At 31 March 2022, the minimum-risk discount rate is 1.78% p.a. and the CPl inflation
assumption is 3.02% p.a.

On this basis, the Employer has a deficit of £378k at 31 March 2022. Note if the employer was to exit the Fund, a full cessation valuation at the exit date
would be required which would set out any payment to be made on exit.

Please note that the administering authority should have a separate policy on deferred debt agreements and debt spreading agreements for exiting
employers. Please get in touch with the administering authority for more information.

Next steps

The agreed contributions payable by the Employer will be set out in the Rates and Adjustments Certificate issued alongside the actuarial valuation
report by 31 March 2023. The administering authority is happy to discuss the proposed rates with the Employer.
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Appendix 1

Membership data

Information and methods

, BARNETT
WADDINGHAM

The membership data provided for the Employer is summarised below and this is what the results are based on. The Employer should let the Fund know if
this does not look in line with their expectations of the existing membership profile.

31 March 2022

Current Number Salary/Pension

Active 6 £138k
Deferred (inc. Undecided) 4 £12k
Pensioner and Dependant 3 £4k

Version 1

RESTRICTED

Average Age

514

48.7

65.7

31 March 2019

Current Number Salary/Pension Average Age
7 £111k 493
3 £o6k 48.7
2 £3k 62.3

Buckinghamshire Pension Fund | Stantonbury P.C. Results Schedule as at 31 March 2022 | 7 December 2022

7of 11



) BARNETT
WADDINGHAM

Valuation of liabilities

Using the valuation assumptions shown below, we estimate the future cashflows which will be made to and from the Fund throughout the future lifetime
of existing active members, deferred pensioner members, pensioners and their dependants. We use these to calculate the amount of money which if
invested now, would be sufficient together with the assumed growth in the assets to make those payments in future. This amount is called the present
value of members’ benefits and separate calculations are made in respect of service up to the valuation date (past service), and for service after (future
service).

We compare the value of existing assets with the value of past service benefits (allowing for future salary and pension increases). If there is an excess of
assets over accrued liabilities then there is a surplus, otherwise, there is a deficit.

To calculate contribution rates we first calculate the value of future benefits. If an employer is open to new members, we will usually consider the value of
benefits accruing in the first year. If an employer is closed to new members, then we will usually consider a longer term, for example, the value of benefits
accruing in the remaining working lifetime of the members. The value of these benefits is then expressed as a percentage of payroll over the same period,
having first deducted the projected contributions to be paid by the members.

If there is a deficit, additional contributions are required to be paid by employers over an agreed period, either as a percentage of payroll, or as monetary
amounts.

Assets

Assets are calculated as a six-month smoothed market value straddling the valuation date. The purpose of smoothing the asset value is to help stabilise
employer contributions and it means that contribution rates are not singularly dependent on the market value of assets and market conditions on one
particular day.

Assets are not separately held for each employer. The Fund holds assets in respect of all of the employers in the Fund and each employer has a
notional share of these assets. Each employer's own notional share is fully re-apportioned at the actuarial valuation by accumulating the assets from
the previous valuation with respect to the Fund’s investment return achieved over the period, and with allowance for cashflows paid in respect of the
Employer and any other experience.
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Appendix 2 Summary of the Fund results

Assumptions

In summary, we have adopted the following key assumptions at 31 March 2022 (with comparison to those adopted at the previous funding valuation).

Key assumptions 31 March 2022 31 March 2019
Discount rate 4.6%p.a 4.8%p.a
CPl inflation 2.9%p.a 2.6%p.a
Salary increases
3.9%p.a 3.6%p.a
Post-retirement mortality Male / Female Male / Female
Member base table S3 tables S3 tables
Mortality multiplier 110% /95% 110% / 95%
Projection model 2021/ 1.25% p.a. 2018 / 1.25% p.a.
Long-term rate of improvement 7 7.5
Smoothing parameter 0% 5%
Initial addition to improvements 5% n/a
2020 and 2021 weight parameter 5% n/a
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Past service funding position (whole Fund)

Using these assumptions, the chart below sets out the preliminary valuation results for the Fund as a whole as at 31 March 2022 (with comparison to the
whole fund results at 31 March 2019):

‘Eunding level: 103.7%

‘Eunding lsval- 84.2%

£5.00b ;
! Surplus/{Deficit); £137m Surplus/{Deficit): (£186m)
208 .85
£4.90tn mw 85kn £3.72bn
£3.17bn
£2.99b
£3.00bn Az, ke b bl
£0.93bn Actives
.~ Deferreds
£2.0000 s nen.  £0.91bn : . @ Pensioners
£3.85bn Sotecs
F2Onhn
£1.00kn
o
2022 2019
Comments on Fund results
We have the following comments on the Fund results:
*  Changes in market conditions has increased the Fund deficit by approximately £100m
*  Payment of secondary contributions has decreased the Fund deficit by approximately £30m
= Higherinflation than assumed has increased the deficit by approximately £40m
*  Lower salary increases than assumed has decreased the deficit by approximately £10m
*  Theincrease in Fund liability on the ongoing basis due to allowing for the McCloud ruling is £21m
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Appendix 3 Explanation of reconciliation items

Funding level changes

Net market changes

This item affects both assets and liabilities. The contribution from the assets is the performance of the Fund compared to the assumption made at the
previous valuation. The liabilities are valued based on market indicators and the assumptions automatically change over time (e.g. future expected
inflation).

Contributions vs cost of accrual
This estimates the difference between contributions actually paid by the employer and the cost of benefits built up by members over the last three years.

Member experience

This covers all member experience, including salary increases, members who have died compared to assumed etc. This item could be positive or negative
for employers depending on experience.

Changes in assumptions

While the market-related part of the change in assumptions was covered in the Net market changes item, a number of other assumptions have updated.
This includes changes to the financial assumptions, where we may have assumed different levels of asset returns in future compared to the previous
valuation, and the mortality assumptions, where the tables and models used have been updated to reflect recent mortality experience.

Effect of transfers/pooling

This item reflects the impact of member transfers into or out of the employer’s section of the Fund or if an employer's assets have been reallocated
through a funding pooling process.

Change in funding approach

This item reflects any other changes in the employer’s funding position (for example, if the employer's fu nding category has changed). More details for any
particular employer are available on request.
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