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1. [bookmark: _Toc20500]Introduction and purpose

The London Borough of Newham Pension Fund (the Fund) is part of the Local Government Pension Scheme (LGPS) maintained by London Borough of Newham (LBN) as the Administering Authority. The principal employers in the Fund (LBN, academies and the college) are legally required to participate and admit their eligible employees to the Fund under the LGPS Regulations[footnoteRef:1].  There are other employers, known as “admission bodies” whose participation is confirmed through an admission agreement being entered into with the Administering Authority.   [1: The Local Government Pension Scheme Regulations 2013] 

The purpose of this policy is to set out the principles of our approach to admitting and managing admission bodies. 
There are two types of employers which may become an admission body in the Fund:
bodies providing services as a result of a transfer of services, as envisaged by Schedule 2, Part 3 1 (d) of the Regulations.  In this policy we refer to them as transferee admission bodies , and 

non-profit bodies providing a public service which have a community of interest with a Scheme employer or otherwise meet the regulatory requirements for admission as described in Schedule 2, Part 3 1 (a), (b), (c) and (e) of the Regulations. In this policy we refer to them as community admission bodies. 

This policy should be read in conjunction with the Fund’s Funding Strategy Statement and Employer Admission Process note.

2. Which employers may be admitted? 

2.1 Our Policy 
We will only admit employers which meet the requirements of the LGPS Regulations, and the security/risk mitigation requirements of this policy.  This means we will accept applications from:
transferee admission bodies (TAB) that satisfy the security and other requirements of the Regulations.

[bookmark: _Toc20504]•	community admission bodies which provide services linked to one of the scheme employers in the Fund (or other similar bodies such as section 75 NHS partnerships) where
-	such an arrangement is beneficial to the relevant scheme employer or similar body

2.2 Approval process 
The Section 151 Fund officer will be responsible for ensuring potential admission bodies meet the criteria set out above, having regard to the appropriate legal and actuarial advice.  
The Fund’s admission agreements will generally be standard and non-negotiable, drawn up on advice from the Fund actuary and legal advisor. Their terms will include the provisions required by the LGPS Regulations as well as details of risk sharing Pass-Through arrangement, or bond/indemnity or guarantor requirements (if relevant) to protect other employers in the Fund. 
All applications will be acceptable if the Section 151 officer is satisfied the above criteria are met, the standard terms of the admission agreement are accepted and, where relevant, an indemnity or bond in an agreed form is put in place.  All applications meeting these criteria will be reported to the Pensions Committee for information. 
Any applications departing materially from these criteria and/or the standard terms of the admission agreement will be considered by the Section 151 officer on a case by case basis, and the decision reported to the Pensions Committee for information.   
3. How are employer contributions set?

In order to streamline both the admissions process and the ongoing administration associated with admission bodies in the Fund, we operate a default approach to how contributions are set for admission bodies and how funding risks are addressed. This is as follows:

3.1 Transferee admission bodies
3.1.1 Default pass-through
· contributions for transferee admission bodies following an outsourcing by an academy or school will be on a pass-through basis. This means the contribution rate will be set equal to the rate payable by the letting authority when the admission commences.  It also means that there will be no separate tracking of liabilities or notional assets for the admission body.

· contributions will be reviewed whenever they are reviewed for the letting authority, as part of each triennial actuarial valuation or more frequently as permitted by our Funding Strategy Statement/policy on employer contribution reviews

· funding risks will be shared between the letting authority and the admission body, as set out in the admission agreement. Costs relating to decisions to award additional benefits or early retirement decisions which are deemed to be under the control of the admission body, will not be shared. 

· whilst an exit valuation will be carried out when the admission ceases as required by the LGPS Regulations, no exit payment or exit credit will be due from or to the admission body other than the elements of the risk share that is outlined in the admission agreement that is deemed the control of the Employer.

3.1.2 Other arrangements
· where pass-through does not apply, contributions for transferee admission bodies will initially be set on an individual basis, allowing for their membership characteristics and the (notional) transfer of assets within the Fund from the letting authority to the admission body where transferring staff have prior membership of the Fund

· contributions will be reviewed as part of each triennial actuarial valuation or more frequently as permitted by our Funding Strategy Statement/policy on employer contribution reviews

· unless otherwise agreed and set out in the admission agreement, the admission body will be assumed to be responsible for all funding risks during its participation, i.e. any increase/decrease in the liabilities (which may be due to membership changes or inflation/pay growth more or less than the Actuary's assumptions etc) and increase/decrease in the value of assets notionally allocated to meet those liabilities (e.g. due to higher or lower investment returns than allowed for by the Actuary)

· a final contribution will be calculated when the admission terminates and an exit payment or exit credit determined in line with our Funding Strategy Statement/ policy on employer exits (including exit credits).

3.2 Community admission bodies
· contributions for community admission bodies will initially be set on an individual basis, allowing for their membership characteristics and the (notional) transfer of assets within the Fund from the previous employer to the admission body where transferring staff have prior membership of the Fund

· contributions will be reviewed as part of each triennial actuarial valuation or more frequently as permitted by our Funding Strategy Statement/policy on employer contribution reviews

· the admission body will be assumed to be responsible for all funding risks during its participation, i.e. any increase/decrease in the liabilities (which may be due to membership changes or inflation/pay growth more or less than the Actuary’s assumptions etc) and increase/decrease in the value of assets notionally allocated to meet those liabilities (e.g. due to higher or lower investment returns than allowed for by the Actuary)

· a final contribution will be calculated when the admission terminates and an exit payment or exit credit determined in line with our Funding Strategy Statement/ Employer Exit Policy.

Risk sharing
Other than where the default pass-through approach applies, the Fund will not normally be party to any risk sharing agreement between the letting authority and the admission body/contractor.  It will be for the letting authority and the admission body to put in place a separate legal agreement to allow the risk sharing to be implemented outside of the Fund (e.g. via the contract payments). Accordingly, the admission body will be required to pay the certified employer contribution rate to the Fund and any other contributions required (e.g. early retirement strain costs), regardless of risk sharing arrangement in place. 
The only exception is that the Fund will be willing to accept payment of any exit payment on termination from the letting authority rather than the exiting employer. 

4. What security arrangements apply? 
 
4.1 Regulatory requirements
The LGPS Regulations require that the admission body assesses the level of risk arising on premature termination of the admission due to insolvency, winding up or liquidation. This must take account of actuarial advice and be to our satisfaction as Administering Authority and, for transferee admission bodies, the satisfaction of the letting authority.
Where the level of risk identified requires it, the admission body must put in place a bond or indemnity in a form approved by the administering authority in line with the Regulations. 
Where, for any reason, it is not desirable for an admission body to enter into an indemnity or bond, the admission body must secure a guarantee in a form satisfactory to the administering authority in line with the Regulations (and also the letting authority in the case of a transferee admission body). 

[bookmark: _Toc20507]4.2 Our Policy 
4.2.1 For a transferee admission body: 
· pass through is in place
no bond or indemnity will be required where our default pass through arrangements are in place. The Scheme employer letting the contract is in effect a guarantor already under the terms of the LGPS Regulations and will retain responsibility for the funding of the admission body’s liabilities (other than in relation to any early retirement costs or costs of awarding additional pension).  
 
· pass through is not in place
where our default pass through arrangement does not apply, our preference is for a bond or indemnity rather than a formal guarantee.  

Where the Scheme employer letting the contract is a tax raising body or is fully funded by a central government department, the letting authority can choose whether to stipulate a bond or indemnity or to provide a formal guarantee, in which case it must sign our template guarantee agreement. 
 
Where the Scheme employer letting the contract is not considered by the Fund to be sufficiently financially strong and secure, a bond or indemnity will be required 
4.2.2 The Fund will require any potential community admission body to provide: 
· a guarantee from a body we consider to provide sufficient protection for other employers in the Fund (which we generally consider to be a Scheduled Body in the Fund with tax raising powers such as a local authority or a central government department) or 
· a bond/indemnity we consider will provide appropriate security for other employers in the Fund. 
In all circumstances where a bond or indemnity is provided, the bond or indemnity must be re-evaluated and renewed on a regular basis, for example following the triennial actuarial valuation, at the cost of the admission body. 
5. Other aspects of funding: asset tracking, recovery periods etc
 
[bookmark: _Toc20512]5.1 Transferee admission bodies

5.1.1 Where pass through is in place
· The letting authority is assumed to remain responsible for all funding risks, (other than in relation to any early retirement costs or costs of awarding additional pension). As a result, there is no notional allocation of assets within the Fund to the admission body.

· Contributions payable by the admission body will be linked to those of the letting authority. In effect, this means that all aspects of funding strategy which apply to the letting authority, such as how contributions are adjusted to allow for any surplus or deficit in the Fund and the period over which any surplus or deficit is recovered, are implicitly applied to the admission body.  Further details of the strategy and assumptions adopted are set out in our Funding Strategy Statement, which is reviewed at least triennially as part of the formal valuation process.

5.1.2 Where pass through is not in place 
· Where the admission body will be responsible for funding risks, our approach is to notionally allocate assets in the Fund to the employer on admission. 

For transferee admission bodies this usually means assets are notionally allocated equal to 100% of the value of the past service liabilities of any transferring employees.   
Where a deficit is transferred, which will only apply in exceptional cases and where we have explicitly agreed to this, a deficit recovery period will be adopted, determined using the principles set out in our Funding Strategy Statement.
 
5.2 Community admission bodies
· The notional asset transfer will be determined depending on the circumstances of that case.  We will permit a transfer of deficit as long as we are satisfied that this will not lead to a material risk to other employers in the Fund.
 
Where a deficit (or surplus) is transferred, a deficit recovery period will be adopted, determined using the principles set out in our Funding Strategy Statement.    

5.3 Calculation of notional asset transfer
In all cases where a notional asset transfer is required,

· the initial liability value will be calculated using our ongoing funding basis updated for market conditions on admission as set out in the Fund’s Funding Strategy Statement 

· the notional asset value will be tracked during the period of the admission agreement by our Actuary and adjusted at each formal triennial valuation to take account of cash flows paid and received in respect of the employer, and investment returns earned by the Fund over the period.   
Further details of how employer assets are tracked and contributions are determined are set out in our Funding Strategy Statement.

5.4 Additional payments by admission bodies
In addition to the employer contribution rate (see paragraph 3 above) the admission body will be required to make additional payments including, but not limited to:  
· lump sums in relation to strain costs of any non-ill-health early retirements or early payment of pension benefits 
 
· lump sums in relation to the cost of any award of additional benefits, and 
 
· reimbursement of our costs (whether direct or indirect) due to poor administration by the admission body as set out in our Administration Strategy. 
The Fund may agree to allow the admission body to make payment of any lump sums as equal monthly payments over a fixed period, up to a maximum of 3 years or the period to the expected cessation of the admission agreement if less.
The Fund may require any actuarial, legal, non-standard administration and other justifiable cost to be paid by the admission body. In the case of a transferee admission body it may be agreed that these costs are paid for by the Scheme employer who let the contract or shared with that employer and the transferee admission body. 
6. Ill-health self-insurance 
6.1 How do ill-health retirements affect funding?
Most LGPS benefits build up gradually during each member’s employment. However, there are some protection benefits, such as ill-health retirement, where members may receive credit for benefits which would have been accrued in future. This means they will give rise to funding deficit when they occur, unless some advance funding has been made to meet an estimate of these costs. 
Whilst the primary contribution rate will include an allowance for ill-health retirements, this is typically a relatively small percentage of payroll each year of around 1% - 2%, as the incidence of these events is relatively infrequent.  However, employers should be aware that the additional cost of an ill-health retirement, particularly a tier 1 ill-health retirement, can be significant relative to the contributions and an employer’s payroll. 
6.2 Our Policy 
We operate a self insurance arrangement for ill-health benefits, whereby a portion of each employer’s contributions is earmarked for payment of any Tier 1 or Tier 2 ill-health costs that may arise in future. These contributions are combined with those of all other employers in the arrangement, thereby creating a notional fund out of which any Tier 1 or Tier 2 ill-health costs are paid. 

This means that the employers covered by the policy will not be invoiced for the cost of ill-health retirements when they occur. Our policy is that any employers participating as an admission body in the Fund will automatically participate in the self-insurance arrangement unless pass-through is in place with the Council. 

The ill-health self insurance arrangement will not apply to any employers participating under a pass through arrangement with the Council because the Council pool (including associated pass through employers) is deemed large enough that it can in effect self-insure ill-health risk i.e. it is not anticipated that ill-health events will lead to volatile funding outcomes.

Note that in practice the above arrangements will also apply in the same manner to any death in service benefits that are incurred.


7. [bookmark: _Toc20514]Termination of Admission Bodies in the Fund 
[bookmark: _Toc20515]7.1 Regulatory requirements 
Part 3 of Schedule 2 (para 9(d)) of the Regulations provides that an admission agreement must include a right for the administering authority to terminate the agreement in the event of 
i) the insolvency, winding up or liquidation of the admission body, 
 
ii) a material breach by the admission body of any of its obligations under the admission agreement or the Regulations which has not been remedied within a reasonable time, 
 
iii) a failure by the admission body to pay any sums due to the fund within a reasonable period after receipt of a notice from the administering authority requiring it to do so 
7.2 Our Policy 
Our admission agreements will include the option for an admission agreement to be terminated by the Fund in any of, but not limited to, the following circumstances where the admission body:  

· is not paying monies in a timely manner 
 
· is not meeting administrative requirements relating to the provision of information 
 
· is not meeting its requirement to provide or review any bond/indemnity or guarantor 
 
· experiences insolvency, winding up or liquidation 
 
· is merged or ceases to exist, or ceases to be an admission body or fails to meet the terms of its agreement and does not remedy this in a reasonable time  
 
· has no further active members, and considering each case on its merits the administering authority decides not to issue a suspension notice or enter into a deferred debt agreement (or upon termination of an existing suspension notice or deferred debt agreement).   
[bookmark: _Toc20516]7.3 Termination valuations
Where an admission agreement terminates, and no suspension notice is issued or deferred debt agreement entered into, the Regulations require that we obtain a valuation as at the exit date and a revised rates and adjustment certificate showing the exit payment due from the exiting employer or the excess of assets in the Fund relating to that employer in respect of those benefits. 

The termination valuation is carried out by the Fund Actuary having regard to our policy on exit valuations as set out in our FSS. 

7.3.1 where pass through applies
Where our default pass-through arrangement is in place, on termination of the admission agreement the Actuary will prepare a “nil exit valuation” and there will be no exit payment due from, nor an exit credit due to, the admission body. However where there is elements of the risk share that is deemed in the control of the employer these will be liabilities of the employer to fund. The letting authority will continue to be responsible for the funding of the liabilities of the admission body’s former employees once the agreement has ceased.

7.3.2 where pass through does not apply

Our general principle is to assume a “clean break” on termination as the departing employer’s liability to make further contributions to the Fund is extinguished on payment of the exit payment.  How the liabilities are assessed will depend on a number of factors, including what will happen to the liabilities post-exit, i.e. will they be funded by an ongoing employer in the Fund or become orphan, i.e. there is no ongoing employer to fund those liabilities?

The Fund’s policy in relation to the calculation of the liability on an employer’s exit is set out in the Funding Strategy Statement. 
[bookmark: _Toc20517]7.4 Payment of cessation deficit 
Where an exit payment is due, this can be paid by the exiting employer over such period of time as we (the administering authority) consider reasonable.  Our general policy is to collect the exit payment by way of a lump sum where the exiting admission body is making the payment.  

However, should it not be possible for the employer to settle this amount in full, we may agree a Deferred Debt Agreement (DDA) or Deficit Spreading Arrangement (DSA). Further information is provided within our Funding Strategy Statement/ DDA and DSA policies.
In other circumstances where the admission body is unable to pay the full amount due, we will seek to recover any outstanding payment from any bond or indemnity in the first instance, and then from any guarantor. 
If any outstanding payment remains, once any bond, indemnity or guarantor has been exhausted, it will be recovered as follows: 
· For transferee admission bodies, from the Scheme employer who let the contract. 
 
· For community admission bodies, from all ongoing employers, via an adjustment at each triennial valuation 

We will always seek to maximise the monies recoverable in order to protect the remaining employers in the Fund. In exceptional circumstances, this may result in an admission body paying less than the full termination deficit. Any such cases will be subject to approval by the Section 151 officer. 
The administering authority has discretion to determine the amount of any exit credit payable to an exiting employer where a surplus is identified on cessation. Guidance on the payment of exit credits can be found in the Fund’s Funding Strategy Statement (and associated Employer Exit Policy). 
Approval and Review

This policy was consulted on with all employers in the Fund and approved by the Pensions Committee on 9 July 2025.  It will be reviewed from time to time as required and at least every three years alongside the review of the Funding Strategy Statement.   
Any queries should be directed in the first instance to the London Borough of Newham Pension Manager.   


Key Contacts

Jacqueline Andress – Pensions Projects and Contracts Manager
Jacqueline.Andress@newham.gov.uk
020 373 39658

James Cocks – Assistant Director of Transactional People Services (Scheme Manager Representative)
James.Cocks@oneSource.co.uk
01708 432266
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