
Prepared for:
Prepared by:

Date: 15 March 2023

London Borough of Enfield
Aon

Cashflow 
Projections
London Borough of Enfield Pension Fund



It is now more important to understand cashflow requirements to ensure benefit payments are met.

Supporting the Fund’s cashflow management 
strategy 
 More pensioners means more benefit payments. 
 More deferred pensioners and fewer actives mean less in 

contributions.
 Continued positive valuation results mean lower employer 

contributions from 1 April 2023.
 Employers may reduce staff in response to budget constraints 

and members reducing contributions due to the ongoing 
economic situation, reducing contributions and potentially 
increasing benefit payments.

 The Fund is considering investment in illiquid assets to enhance 
returns/diversification but these come with lower investment 
income.

Recap - why analyse the Fund’s cashflow?

Impact of 
investment 
decisions

Funds are  
generally 
maturing

Employer 
contributions 

reducing
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Cashflow projections and scenario testing
 The Fund is currently receiving more contributions than it 

is paying out in benefits. The data provided for the 2022 
valuation showed the net addition from dealings with 
members (contributions received less benefits paid) to be 
£6.9M (2019/20), £5.5M (2020/21) and £3.2M (2021/22).

 We have modelled a base case (in line with the 2022 
valuation assumptions and assuming new joiners will 
replace leavers) and 4 ‘adverse’ scenarios which will 
cause the net cashflow to reduce. We have not 
considered positive scenarios.

 On all scenarios modelled in this report the net cashflow 
is expected to reduce over the 10-year projection period 
and is negative by the end of the projection period.

 Under the base case, net cashflow becomes negative in 
2028/29 and is around £-10M in 2032/33.

 Under the worse case scenario presented (scenario 4) 
we have assumed 80% of leavers are replaced with new 
joiners, there is a 2% of pay reduction in employer 
contributions in 2026, and a pension increase in 2024 of 
7.3% p.a. This scenario shows net cashflow turning 
negative in 2024/25 and is around -£27M in 2032/33.

Executive summary 3
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Scenarios modelled
All scenarios use the same assumptions as the base case 
with the exception of the assumptions specified in each 
case:

The purpose of this document is to set out the projected contributions to, and benefit payments 
from the Fund should the assumptions underlying the 2022 actuarial valuation of the Fund be 
borne out in practice.  We have also modelled 4 scenarios as follows:

What we’ve modelled

Base case: full replacement
A projection of the expected future benefit payments and 
contribution income assuming the assumptions underlying 
the 2022 actuarial valuation are borne out in practice, and 
assuming all leavers are replaced by a new member such 
that the total salary roll for the Fund increases in line with 
the 2022 valuation salary increase assumption.

Scenario Description

1 80% of leavers are replaced by a new joiner

2 2% of Pay reduction to employer contributions from April 
2026 (following the 2025 valuation)

3 Pension increase in 2024 is 5% higher than the long term 
best estimate (at 7.3% instead of 2.3%)

4
All of scenarios 1, 2 and 3, i.e. 80% replacement ratio, 2% 
reduction in employer contributions in 2026, and 7.3% 
pension increase in 2024

No allowance has been made for:
- investment income or
- administration expenses 

(currently £1M-£2M p.a.)



Key assumptions

 We have made an allowance for 
the pension increase order of 
10.1% which will be applied after 1 
April 2023

 We have also increased active 
member pensionable payroll and 
salary linked benefits by 7% in 
2023 in line with the average NJC 
settlement. Please let us know if 
you would like to adjust this 
increase.

Inflation at 1 April 2023
 transfers into or out of the Fund, 

individually or in bulk

 redundancy / efficiency early 
retirements 

 membership changes since 31 
March 2022

 administration expenses

 Investment returns

No allowance for
 the life expectancy of pensioner 

members

 the age at which members will 
elect to draw their pension

 the rate at which pay and pensions 
will increase

 the rate at which members retiring 
will exchange pension for cash

Assumptions made
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The data and assumptions underlying our 
projections are based on the 2022 valuation of the 
Fund and are summarised in the initial results 
report on that valuation, dated 23 September 2022



Results – full replacement 6

100% of leavers are replaced by a new joiner

2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33
Existing pensions (£43.4M) (£43.2M) (£43.0M) (£42.8M) (£42.5M) (£42.2M) (£41.8M) (£41.3M) (£40.8M) (£40.3M)
New pensions (£4.3M) (£5.6M) (£7.4M) (£9.8M) (£12.4M) (£15.6M) (£19.2M) (£23.1M) (£27.1M) (£32.0M)
New lump sums (£5.8M) (£6.4M) (£7.5M) (£8.9M) (£9.4M) (£11.1M) (£13.2M) (£13.0M) (£14.0M) (£16.9M)
Contributions £56.5M £58.6M £60.9M £63.2M £65.6M £68.1M £70.7M £73.4M £76.1M £79.0M
Net cash flow £3.0M £3.4M £3.0M £1.7M £1.3M (£0.7M) (£3.5M) (£4.0M) (£5.8M) (£10.1M)

(£100.0M)

(£80.0M)

(£60.0M)

(£40.0M)

(£20.0M)

£0.0M

£20.0M

£40.0M

£60.0M

£80.0M

£100.0M

This is the base case



Scenario 1 – 80% replacement 7

80% of leavers are replaced by a new joiner

2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33
Existing pensions (£43.4M) (£43.2M) (£43.0M) (£42.8M) (£42.5M) (£42.2M) (£41.8M) (£41.3M) (£40.8M) (£40.3M)
New pensions (£4.3M) (£5.6M) (£7.4M) (£9.8M) (£12.4M) (£15.6M) (£19.2M) (£23.0M) (£27.0M) (£31.9M)
New lump sums (£5.8M) (£6.4M) (£7.5M) (£8.9M) (£9.4M) (£11.1M) (£13.1M) (£12.9M) (£13.9M) (£16.7M)
Contributions £55.6M £57.1M £58.7M £60.2M £61.9M £63.5M £65.3M £67.0M £68.9M £70.7M
Net cash flow £2.1M £1.9M £0.8M (£1.2M) (£2.4M) (£5.3M) (£8.8M) (£10.2M) (£12.9M) (£18.1M)

(£100.0M)

(£80.0M)

(£60.0M)

(£40.0M)

(£20.0M)

£0.0M

£20.0M

£40.0M

£60.0M

£80.0M

£100.0M

All other assumptions are unchanged from the base case



Scenario 2 – reduction in employer contributions 8

2% of Pay reduction to employer contributions following the 2025 valuation

All other assumptions are unchanged from the base case

2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33
Existing pensions (£43.4M) (£43.2M) (£43.0M) (£42.8M) (£42.5M) (£42.2M) (£41.8M) (£41.3M) (£40.8M) (£40.3M)
New pensions (£4.3M) (£5.6M) (£7.4M) (£9.8M) (£12.4M) (£15.6M) (£19.2M) (£23.1M) (£27.1M) (£32.0M)
New lump sums (£5.8M) (£6.4M) (£7.5M) (£8.9M) (£9.4M) (£11.1M) (£13.2M) (£13.0M) (£14.0M) (£16.9M)
Contributions £56.5M £58.6M £60.9M £58.2M £60.5M £62.8M £65.1M £67.6M £70.2M £72.9M
Net cash flow £3.0M £3.4M £3.0M (£3.2M) (£3.8M) (£6.1M) (£9.0M) (£9.7M) (£11.7M) (£16.3M)

(£100.0M)

(£80.0M)

(£60.0M)

(£40.0M)

(£20.0M)
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£20.0M

£40.0M

£60.0M

£80.0M

£100.0M



Scenario 3 – high 2024 pension increase 9

Pension increase in 2024 is 5% higher than the long term best estimate (at 7.3%)

All other assumptions are unchanged from the base case

2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33
Existing pensions (£43.4M) (£45.2M) (£45.0M) (£44.8M) (£44.5M) (£44.2M) (£43.8M) (£43.3M) (£42.8M) (£42.2M)
New pensions (£4.3M) (£5.8M) (£7.6M) (£10.2M) (£12.9M) (£16.2M) (£20.0M) (£24.0M) (£28.2M) (£33.3M)
New lump sums (£5.8M) (£6.5M) (£7.6M) (£9.0M) (£9.6M) (£11.3M) (£13.4M) (£13.2M) (£14.2M) (£17.1M)
Contributions £56.5M £58.6M £60.9M £63.2M £65.6M £68.1M £70.7M £73.4M £76.1M £79.0M
Net cash flow £3.0M £1.1M £0.6M (£0.8M) (£1.4M) (£3.6M) (£6.5M) (£7.1M) (£9.0M) (£13.6M)

(£100.0M)

(£80.0M)

(£60.0M)

(£40.0M)

(£20.0M)

£0.0M

£20.0M

£40.0M

£60.0M

£80.0M

£100.0M



Scenario 4 – combination of scenarios 1, 2 and 3 10

80% replacement ratio, 2% reduction in employer contributions in 2026, and 7.3% pension increase in 2024

All other assumptions are unchanged from the base case

2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33
Existing pensions (£43.4M) (£45.2M) (£45.0M) (£44.8M) (£44.5M) (£44.2M) (£43.8M) (£43.3M) (£42.8M) (£42.2M)
New pensions (£4.3M) (£5.8M) (£7.6M) (£10.2M) (£12.9M) (£16.2M) (£20.0M) (£24.0M) (£28.2M) (£33.2M)
New lump sums (£5.8M) (£6.5M) (£7.6M) (£9.0M) (£9.6M) (£11.3M) (£13.4M) (£13.1M) (£14.1M) (£16.9M)
Contributions £55.6M £57.1M £58.7M £55.5M £57.0M £58.6M £60.2M £61.8M £63.5M £65.2M
Net cash flow £2.1M (£0.4M) (£1.6M) (£8.5M) (£10.0M) (£13.1M) (£16.9M) (£18.6M) (£21.5M) (£27.1M)

(£100.0M)

(£80.0M)
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£0.0M

£20.0M

£40.0M

£60.0M

£80.0M

£100.0M



Compliance and 
disclaimer



Report Framework

This report has been prepared in accordance with the framework below.

This report has been commissioned by the Administering Authority to the Fund and this advice is provided to our 
client, in its capacity as Administering Authority to the Fund. This advice should not be passed to any other party 
without our advance written permission. We accept no responsibility to any party other than our client in relation to 
the advice.

This presentation, and the work relating to it, complies with ‘Technical Actuarial Standard 100: Principles for 
Technical Actuarial Work’ (‘TAS 100’).

The compliance is on the basis that the Administering Authority of the London Borough of Enfield Pension Fund is 
the addressee and the only user and that the presentation is only to be used as an illustration to help inform the 
Fund’s liquidity requirements as part of an investment strategy review.  It should not be used for other purposes, in 
particular for cashflow matching purposes or to inform any LDI strategy.  If you intend to make any other decisions 
after reviewing this report, please let us know and we will consider what further information we need to provide to 
help you make those decisions.

The presentation has been prepared under the terms of the Agreement between the Administering Authority and 
Aon Solutions UK Limited on the understanding that it is solely for the benefit of the addressee.
This presentation should be read in conjunction with our report on the initial results of the actuarial valuation as at 
31 March 2022 dated 23 September 2022.



Disclaimer

This document and any enclosures or attachments are prepared on the understanding that it is solely for the benefit of the 
addressee(s). Unless we provide express prior written consent, no part of this document should be reproduced, distributed 
or communicated to anyone else and, in providing this document, we do not accept or assume any responsibility for any 
other purpose or to anyone other than the addressee(s) of this document. 
Notwithstanding the level of skill and care used in conducting due diligence into any organisation that is the subject of a 
rating in this document, it is not always possible to detect the negligence, fraud, or other misconduct of the organisation 
being assessed or any weaknesses in that organisation's systems and controls or operations. 
This document and any due diligence conducted is based upon information available to us at the date of this document 
and takes no account of subsequent developments. In preparing this document we may have relied upon data supplied to 
us by third parties (including those that are the subject of due diligence) and therefore no warranty or guarantee of 
accuracy or completeness is provided. We cannot be held accountable for any error, omission or misrepresentation of any 
data provided to us by third parties (including those that are the subject of due diligence). This document is not intended by 
us to form a basis of any decision by any third party to do or omit to do anything.
Any opinions or assumptions in this document have been derived by us through a blend of economic theory, historical 
analysis and/or other sources. Any opinion or assumption may contain elements of subjective judgement and are not 
intended to imply, nor should be interpreted as conveying, any form of guarantee or assurance by us of any future 
performance. Views are derived from our research process and it should be noted in particular that we cannot research 
legal, regulatory, administrative or accounting procedures and accordingly make no warranty and accept no responsibility 
for consequences arising from relying on this document in this regard. 
Calculations may be derived from our proprietary models in use at that time. Models may be based on historical analysis 
of data and other methodologies and we may have incorporated their subjective judgement to complement such data as is 
available. It should be noted that models may change over time and they should not be relied upon to capture future 
uncertainty or events.



Aon plc (NYSE:AON) exists to shape decisions for the better - to protect and enrich the lives of people around the world. Our colleagues 
provide our clients in over 120 countries and sovereignties with advice and solutions that give them the clarity and confidence to make 
better decisions to protect and grow their business.

Copyright ©          Aon Solutions UK Limited and Aon Investments Limited. All rights reserved. aon.com. Aon Wealth Solutions’ business in the UK is provided by 
Aon Solutions UK Limited - registration number 4396810, or Aon Investments Limited – registration number 5913159, both of which are registered in England 
and Wales have their registered office at The Aon Centre, The Leadenhall Building, 122 Leadenhall Street, London EC3V 4AN. Tel: 020 7623 5500. Aon 
Investments Limited is authorised and regulated by the Financial Conduct Authority.  This document and any enclosures or attachments are prepared on the 
understanding that they are solely for the benefit of the addressee(s). Unless we provide express prior written consent no part of this document should be 
reproduced, distributed or communicated to anyone else and, in providing this document, we do not accept or assume any responsibility for any other purpose or 
to anyone other than the addressee(s) of this document. In this context, “we” includes any Aon Scheme Actuary appointed by you. To protect the confidential 
and proprietary information included in this document, it may not be disclosed or provided to any third parties without Aon’s prior written consent.
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