Warwickshire Pension Fun
2019 valuation

Robert Bilton FFA

10 December 2019

This presentation has been prepared for discussion at the Warwickshire Pension Fund Academy Meeting on 10 December 2019 only. It

should not be used or relied upon for any other purpose.

Hymans Robertson LLP is authorised and regulated
by the Financial Conduct Authority
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What are we going to cover?

@ Valuation introduction
@ Valuation assumptions — what’s changed?

@ Setting employer rates — what’s changed?

Results — whole fund

@ Results — employer level

Teachers’ Pension Scheme — what's going on?
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/ Please ask questions as we go along
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Quiz — It’s Christmas!
1.

What is the record number of Christmas cards sent by‘a
single person in a year?

a) 856

b) 5,832

c) 62,824

How much wrapping paper is sold in the UK every
Christmas

a) 1,670 acres

b) 8,750 acres

c) 20,500 acres

What speed does Santa travel at to reach every house In
the world on Christmas eve?

a) 970,000 mph

b) 2,340,000 mph

c) Speed of light
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Valuation introduction

HYMANS 2% ROBERTSON



2019 valuation timeline

(0418 - 02 19 h

Pre-valuation work:
- Plannin
- Committ lew assumptions

. Y,

g July/Auqgust 2019 A
Data cleansed anwitted to actuary
Actuarial calculatior®processed

\ J

4 N

September 2019
Committee reviwle fund results
G V.

November 2019
Finalise employwlts
AGM

March 2020
Final report signed off by 31 March
Final FSS signed off by Committee

4

1 April 2020

April - June 2019
Data submitte employers

September 2019
Whole Fund res calculated

October 2019
Initial individual e r results calculated

December 2019

Individual employer results issued to
employers alongside draft FSS
Pension committee review draft FSS
Academy meeting

New employer contributions start to be paid
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How the Fund works

Investment returns

Member contributions

WARWICKSHIRE

Employer contributions

pension fund

Benefits to
members and
dependants

Determined by investment strategy & manager performance
Determined by LGPS Regulations

Y4

Must meet balance of cost over longer term

HYMANS 3 ROBERTSON
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Why we do a valuation

I

+ « Calculate employer contribution rates

AR5

« Compliance with legislation

Q * Analyse actual experience vs assumptions

— « Review Funding Strategy Statement

 Part of continual ‘health check’ on fund solvency

> / HYMANS 3 ROBERTSON



Membership data received and validate /

Membership of the Warwickshire Payroll of actives

Pension Fund Pension amounts
60,000 300 . 70
Z Z
2 S
50,000 S 150 S 60
50
40,000 200
40
30,000 150
30
20,000 100
20
10,000 50 0
0 0 0
2016 2019 2016 2019 2016 2019

. M Deferred pensions M Pensions
B Pensioners .

m Deferred Pensioners

M Actives

The fund has continued to grow in size, increased burden on the admin

team
8 HyMANSTI:I:ROBERTSON
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Valuation assumptions
— what’s changed?
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How to fund benefits

Benefits
earned in
future

Future
contributions

The purpose of a valuation is to review each of these sections and
set a prudent plan to pay each member’s benefits

10 / HYMANS 3 ROBERTSON
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Why do we need assumptions?

Retirement
Lump Sum
o - o
5 Salary increases, Pension increases
5 CARE revaluation
c
8 /
L|>j /
Dependant’s
Pension
—‘
T Life expectancy T T
Retirement Death Death
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Recap: 2016 funding plan

Benefits 3.8% p.a
earned in
future
Future Primary: 20.0% of pay
contributions Secondary: £8,440,000

Funding level 82%

The key valuation decision is the balance of contributions and
investment performance

12 / HYMANS 3 ROBERTSON




What has happened to the Fund’s
assets between 2016-20197

2016) (2019

Primary &
secondary
contributions
paid

Benefits paid
to members
Investment

HM returns ¢.30%
2016-19
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What 1s the outlook for the return on ¢
the assets the Fund holds? /

2016) (2019

Assets have

increased in price When assets cost

3.8% p.a. 3.7% p.a. Brice more, outlook for
rice Increases returns is lower

mean assets now
cost more

>4 / HYMANS 3 ROBERTSON



What has happened to the benefits
you need to fund?

£ Future pay
Benefits Increases

earned in
future 2%

% Life expectancy l

GMP
indexation

Q McCloud rp
>

judgement " ®
>5 / HYMANS 3 ROBERTSON

Liabilities

(Benefits

earned to
date)
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Future pay 1ncreases
BEAE osen News | Sport | Weather | iPlayer | Sounds | M

NEWS

Home UK | World Business Politics = Tech Science Health Family & Education

EE QSignin News Sport = Weather = iPlayer Sounds

NEWS

Politics = Parliaments ~ Brexit

Public sector workers 'to get above-
inflation pay rise'

®© 19July 2019 B f © ¥ [ < Share

Home UK | World Business Politics | Tech Science Health Family & Education

Business YourMoney MarketData Companies  Economy

Budget 2013: Public sector pay rise cap
extended

® 20 March 2013 f © ¥ [ <« Shae

A 1% pay rise cap for public sector
workers will be extended for an
extra year to 2015-16, Chancellor
George Osborne has announced.

The move comes as some civil
servants stage a one-day strike over
pay and pensions.

3 3 The finances of many public sector workers
Mr Osborne said that public sector will be affected by a pay cap

pay would be limited to an average of
1% including in 2015-16. Hundreds of thousands of public sector workers are reportedly in line to get

GETTY IMAGES

a pay rise.

Long -term pay increase assumption up from 0.6% to 0.8% above
CPI inflation
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Falling life expectancy makes headlinGs

Actuary

The magazine of the Institute & Faculty of Actuaries

Falling life expectancy to slash pension scheme

liabilities 0 :
MWMailOnline

British life expectancy falls by SIX

MONTHS for men and women with

A lot of people in the City are experts blaming NHS cuts and arise in

getting very excited about death dementia, diabetes and obesity

“...£2bn windfall to the life sector.” “...pension firms have already began to
cash in on falling life expectancies.”

THE WALL STREET JOURNAL.

yme  World US. Politics Economy Business Tech Markets Opinion Life & Arts

MARKETS | HEARD ON THE STREET

Life Was Short for Longevity Gains

Life expectancy at 65 is falling and that means cash windfalls for insurers
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Is it fake news?

Period life expectancy from age 65

23

22

21

20

19

18

17

Men e \N/Oomen

16 @= = Pre 2011trend == <= Pre 2011 trend
15 T T T T T T T T T T T T T T T T T T T 1
2000 2005 2010 2015 2020

True for the general population...
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Not the same for everyone

Annualised mortality improvement (age-standardised)

2001-2006 2006-2011 2011-2016

General Population 3.0% (+0.1%) 2.6% (+0.1%) 0.9% (+0.1%)

I Comfortable 2.0% (+0.6%) 2.6% (£0.4%) 1.5% (+0.4%) Still improving
Making-Do 2.9% (+0.4%) 2.9% (+0.3%) 1.1% (x0.3%)
Hard-Pressed 2.6% (+0.4%) 3.1% (+0.3%) 0.7% (+0.3%) Slowing down

Typical LGPS Fund Profile

Lives - male Liabilities - male

I Hard Pressed

B Making Do

e Comfortable
Unknown

10-15% of members... ...50% of liabilities

Less impact than the headlines suggest
y 4 HYMANS 3 ROBERTSON




GMP: Generating More Problems

State pension age before 2016 State pension age after 2016

Baseline GMP funded by LGPS employers Baseline GMP funded by LGPS employers
Annual increases funded by combination Annual increases entirely funded by
of LGPS employers and central LGPS employers
government
Overall GMP + state pension equal Overall GMP + state pension equal
between men and women between men and women

Potential increase to liabilities depending on your membership
Many employers will see no impact at all

20 / HYMANS 3 ROBERTSON




McClouds on the horizon

Apr
2014/5

Jan
2017

Dec
2018

June
2019

?7?77?

./

Reforms to public service pensions following Hutton review —
benefits generally made less generous but older members are spared

‘ Members launch legal challenge claiming age discrimination
‘ Government loses and appeals to Court of Appeal

Court of Appeal rules against the Government
‘ Government appeals to Supreme Court

Supreme Court declines to hear the Government’s appeal

Significant uncertainty over public sector
pension benefits (and costs)

HYMANS 3 ROBERTSON
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~ Impact on 2019 valuation

 What benefit structure to value?
— Actuaries should value the current benefits*

* How will the fund manage the risk
over benefit structure uncertainty?

— Increase prudence when setting rates via higher likelihood of meeting
the funding target

 Can funds revisit rates after the valuation once the case is
resolved?

— Yes

« What about employers leaving the fund?

— If you leave the fund before the case is resolved, you may be asked to
pay more to cover the potential cost of improved benefits

29 HYMANS 3 ROBERTSON
* http://lgpsboard.org/images/Other/Advice_from_the_SAB_on_McCloud_May_2019.pdf



2019 funding plan

. 3.7% p.a
Benefits
earned in
future
Future Broadly similar to current levels

contributions

Funding level 92%

No significant change to assumptions since the last valuation

“No news is good news!”
23 / HYMANS 3 ROBERTSON



Setting employer rates
— what’s changed?

HYMANS 2% ROBERTSON
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Recap: how we calculate contribution

2013 and before 2016 onwards

s

What is the funding target? What is the funding target?

&

~ ~

How long do we want to give the

How long do we want to give the ==

employer to get to the target? g employer to get to the target? E!
What single set of assumptions How sure do we want to be that A
are we going to use? the employer hits the target? 8 |

The method for setting contribution rates allows for future uncertainty and
helps all stakeholders understand the risk inherent in funding plans

25 / HYMANS 3 ROBERTSON




Test contributions under thousands of:
economic scenarios

110%

100%

90% =

80% MQ’ l
70% /

60%

Funding level

50%
2019 2022 2025 2028 2031 2034 2037

Year

Each scenario has different inflation, investment returns,
interest rates etc
26 / HYMANS 3 ROBERTSON



Funding level (%)

Combining 1t all together

=
o 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19
Years from March 2019

‘successful’

Likelihood of
outcomes

. B
95%
. 84%

Median

16%

5%

1%

Set a contribution rate so that enough outcomes are

HYMANS 3 ROBERTSON



2016 valuation: fundmg strategy

.@

Employer type Ultimate Funding Time horizon Likelihood of Stabilised
target success contributions

Councils and Police Ongoing Long — 19 years 66%

Academies Ongoing Long — 19 years 66% No

Colleges Ongoing Long — 19 years 75% No

Transferee : Short — contract 0

Admission Bodies Ongoing length 66% No

Community Cessation Medium/Short 75% No

Admission Bodies

Ensuring funding strategy is appropriate for each
employer group

28 / HYMANS 3 ROBERTSON




2019 valuation: fundmg strategy

.@

Employer type Ultimate Funding Time horizon Likelihood of Stabilised
target success contributions

Councils and Police Ongoing Long — 19 years 70%

Academies Ongoing Long — 19 years 70% No

Colleges Ongoing Long — 19 years 80% No

Transferee : Short — contract 0

Admission Bodies Ongoing length 0% No

Community Cessation Medium/Short 80% No

Admission Bodies

Not much change
Higher likelinoods applied to cover emerging risks
at this valuation

29 / HYMANS 3 ROBERTSON




Focus on academy funding strategy

How are contribution rates are expressed?

« 2016 valuation
— Primary rate expressed as a percentage of pay
— Secondary rate expressed as an annual monetary amount

« 2019 valuation
— Total rate expressed as a percentage of pay

What contribution rate is paid by academies in a MAT?

« Same contribution rate paid by all academies in a MAT
* Individual academy funding positions are tracked

Aim of making administration as simple
as possible for Fund and Academies

30 / HYMANS 3 ROBERTSON



V/

SAB review of academies /

Published May 2017

. . Review of issues faced by
Options for Academies . .
in the LGPS academies in the LGPS

Three emerging key themes
1. Policy & governance
2. Administration
3. Contributions and finance

Next steps focussing on
administration

No impact on contributions

pwc

HYMANS 3 ROBERTSON
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Where to find further information /

HYMANS 3 ROBERTSON

Fund
Funding Strategy Statement

Warwickshire Pension

March 2017

PUBLIC |SECTOR

Funding Strategy Statement details the Fund’s
approach to funding benefits for all employers

and managing risks
32 / HYMANS 3 ROBERTSON




Results— whole fund

HYMANS 2% ROBERTSON
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Whole Fund funding position - change

_ 2016 valuation (Em) 2019 valuation (Em)

Active liabilities
Deferred pensioner liabilities
Pensioner liabilities
Total liabilities
Assets
Surplus/(Deficit)

Funding level

./

736
409
878

2,023

1,665

(358)

82%

809
503
1,033
2,346
2,166
(180)

92%

Funding level shows a snapshot on one particular day,
but funding pension benefits is a long term game

HYMANS 3 ROBERTSON
Source: Hymans Robertson, Warwickshire Pension Fund



What’s changed since 20167%

Change in value (Em) Liabilities Surplus / (Deficit)
Last valuation — 31 March 2016 1,665 2,023 (358) &,
Cashflows

Employer contributions paid in 167 167
Employee contributions paid in 51 52
Benefits paid out (223) (223) 0
Net transfers into / out of the Fund 7 7
Other cashflows (e.g. expenses) (6) (6)
Expected changes in membership

Interest on benefits already accrued 242 (242)
Accrual of new benefits 251 (251)
Membership experience vs expectations

Salary increases less than expected (1) (1)
Benefit increases less than expected (0) 0
Early retirement strain & contributions 0 17 (27)
Il health retirement strain (9) 9
Early leavers less than expected (2) 2
Pensions ceasing greater than expected 4 (4)
Commutation less than expected 0 (0)
Impact of GMP equalisation 3 (3)
Other membership experience (8) 8
Change in market conditions

Investment returns on the Fund’s assets 505 505
Changes in future inflation expectations 67 (67)
Changes in actuarial assumptions

Change in demographic assumptions (5) 5
Change in longevity assumptions (67) 67
Change in salary increase assumption 7 (7)
Change in discount rate 47 (47)
This valuation — 31 March 2019 2,166 2,346 (180)

HYMANS 3 ROBERTSON
Source: Hymans Robertson, Warwickshire Pension Fund




Results— employer
level

HYMANS 2% ROBERTSON
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Range of employer funding levels

2019 valuation - distribution of employer funding levels
180%

160%
140%
120% Overall fund

100% 92%

Funding level

80%
60%

40%

0% |

Most employers will see an improved funding
level versus 2016, but there is a wide range

37 HyMANSTI:I:ROBERTSON
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Academies: change 1n funding level

140%

@ o o
120% o @ 00 5
@
@)
100% .6 Ce o % (.). @ .O
9% o Sse® e en 2
E 0,0 et 0 e @
Q 80% H 2019: 79%
oo @ O @) @ W )
E -"—@—0- - 5—'6341 = 2016: 68%
2 6% © @ > @) @) @ ©
[ )
@ ®@eo C? - @O ® 0 @0 ©
40% ®) ® o
© )
20% o

0%

O 2019 valuation @ 2016 valuation

General improvement in funding position

38 HYMANS 3 ROBERTSON
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Range of employer contribution rates

Distribution of employer contribution rates
70%

60%
50%
40%
30%

20%
B HH
0%

Overall, not much change is expected but will
vary between employers
39 / HYMANS # ROBERTSON

Source: Hymans Robertson, Warwickshire Pension Fund, rates in payment for 2019/20

Contribution rate (% of pay)
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Academies: change 1in contribution
rate

29% 6
27% © CCO)
@)
. @O s o o
57 (o) (o1 © © %o 2016: 23.9%
S : 9%
o © @) ﬂ(«g@m) S (@] — 2019: 23.5%
© 23% M EE; a© had =
§ 5 ws® ® o
'é 21% © (g)O(Q ©
8 © ° ®
19% ©
17%
o N ©

15%
O 2019 vaulation  © 2016 valuation

Generally stable contribution rates

40 HyMANS#ROBERTSON
Source: Hymans Robertson, Warwickshire Pension Fund



Upwards pressures
 McCloud
« GMP
« Salary increases
* Future inflation

Downward pressures
« Life expectancy

Benefits
earned in
future

Future
contributions

/ Contribution rates generally around the same level
41

Economic outlook broadly similar
to 2016

Generally
Contribution rates similar to
current levels

Strong returns since 2016
More assets to pay benefits

Funding balance sheets generally improved from 2016

HYMANS 3 ROBERTSON



Teachers’ Pension
Scheme - what’s going
on?
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Current state of play in TPS

Employer contribution Potential increases to

rates have risen from member benefits from 1
16.5% to 23.7% of pay April 2019

Why are benefit improvements being considered whilst
rates are rising?

43 / HYMANS 3 ROBERTSON




How has the cost changed?

23%

22%

21%

20% -
% of pay

19%

18%

17.2%

17%

16%

15%

14%

Current rate

Example: Scottish Teachers Pension Scheme

" HYMANS 3 ROBERTSON
Source: Provisional STPS valuation results (dated 21 September 2018), table A4



How has the cost changed?

% of pay

23%
22%
21%
20%
19%
18%
17%
16%
15%
14%

17.2%

BE o Sign in News | Sport = Weather iPlayer = Sounds

NEWS

Home UK World Business Politics Tech Science Health Family & Education

Business YourMoney Market Data  Companies = Economy

Bank cuts growth forecast amid Brexit
worries

By Szu Ping Chan

Business reporter Spring Statement -
oxoeemer0s B Philip Hammond puts brave face on weaker
UK growth forecast —

Chancellor hit by sharp slowdown in Britain’s economy

Searchjobs Dating | € Signin

Available for everyone, funded by readers

Opinion Sport Culture Lifestyle More

Business b Economics Banking Money Markets Project Syndicate B2B

Current rate

Change in
financial

assumptions

Publicsectorpay  Public sector pay: why workers are
squeezed more than private sector

Example: Scottish Teachers Pension Scheme

HYMANS 3 ROBERTSON

Source: Provisional STPS valuation results (dated 21 September 2018), table A4



How has the cost changed?

2o MailOnline

22% Life expectancy of men and women in
Britain has STOPPED getting longer,
= Peter | a® w. New figuresreveal
21% BE O P ; " « Impr in life inthe UK have almost come to a halt since 2010
« Life have | h i thanks to dical ad and ic ek
N EWS . 1| PR d to chall the ion that government cuts could be
2 O% responsible
% Of pay o1V | SR (ol v I = =3y =S 1R W I & TE\/E DOUGHTY SOCIAL AFFAIRS CORRESPGNDENT FOR THE DAILY MAIL
PUBLISHED: 01:04, 19 June 2018 | UPDATED: 13:10, 19 June 2018
19% Health
18% UK among worst for life expectancy rises
172% @ 7 August 2018 | B
17%
16% B WS | FABULOUS ' MONEY | MOTORS | TRAVEL TECH DEARDEIDRE | PU
All News UK News World News Brexit Politics Opinion
15% LIFESPAN GROWTH SLOWING Brits’ —
life expectancy slowing due to
austerity and unhealthy lifestyles
14% | ] Yy y y
Current rate Change in Change in
financial demographic

assumptions  assumptions

Example: Scottish Teachers Pension Scheme
HYMANS 3 ROBERTSON

Source: Provisional STPS valuation results (dated 21 September 2018), table A4




How has the cost changed?

23%

22%

21%

20%
% of pay

19%

18%

17.2%

17%

16%

15%

14%
Current rate Change in Change in Reduction in
financial demographic notional deficit
assumptions  assumptions

Example: Scottish Teachers Pension Scheme

. HYMANS 3 ROBERTSON
Source: Provisional STPS valuation results (dated 21 September 2018), table A4




How has the cost changed?

23%

22%

21%

20%
% of pay +0.4%

19%

18%

17.2%

17%

16%

15%

14%
Current rate Change in Change in Reduction in Other
financial demographic notional deficit
assumptions  assumptions

Example: Scottish Teachers Pension Scheme

4 HYMANS 3 ROBERTSON
Source: Provisional STPS valuation results (dated 21 September 2018), table A4




How has the cost changed?

23%

22%

21%

20%
% of pay +0.4% 19.2%

19%

Overall change:
+2.0% of pay

18%

17.2%

17%

16%

15%

14%
Current rate Change in Change in Reduction in Other New rate
financial demographic notional deficit (before cost

assumptions  assumptions cap)

Example: Scottish Teachers Pension Scheme
4o HYMANS 3 ROBERTSON
Source: Provisional STPS valuation results (dated 21 September 2018), table A4




Cost cap: new kid on the block

Independent Public Service
Pensions Commission:
Final Report

10 March 2011

Independent
Public Service

Pensions Commission

Recommendation 12: The Government, on behalf of the taxpayer, should set out a fixed cost
ceiling: the proportion of pensionable pay that they will contribute, on average, to employees’
pensions over the long term. If this is exceeded then there should be a consultation process to
bring costs back within the ceiling, with an automatic default change if agreement cannot be
reached.

b A ‘cost cap’ mechanism to avoid

© unchecked increases in pension costs
HYMANS 3 ROBERTSON



How the “Cost Cap” works

No change in benefits: Change in benefits
employers absorb to recover full
variation variation

14.4% of
pay

- Additional employer cost

12.4% of pay: Additional member cost

Target cost for
scheme
employers

2% of pay “Buffer”

10.4% of
pay

Scheme

cost

Baseline Future cost sharing valuation

During implementation of reforms, the cost cap
o / became cost sharing HYMANS  ROBERTSON



Why are benefits increasing?

16%

15%

Cost cap window (12.4% +/- 2%)

14%

% of pay 1370 12.4%

12%

11%

10%

9%

8%
7%

Target cost cap
employer rate

HYMANS 3£ ROBERTSON

Source: Provisional STPS valuation results (dated 21 September 2018), table A8



Why are benefits increasing?

16%

0
15% Cost cap window (12.4% +/- 2%)

14%

% of pay 1370 12.4%

12%

11%

10%

9%

8%
7%

Target cost cap Change in mortality
employer rate assumptions

./

HYMANS 3£ ROBERTSON

Source: Provisional STPS valuation results (dated 21 September 2018), table A8



Why are benefits increasing?

16%

0
15% Cost cap window (12.4% +/- 2%)
14%

13% 12.4%
12%
11%
10%
9%
8%
7%

% of pay

Target cost cap Change in mortality Short term financial
employer rate assumptions assumptions

54 HYMANS 3 ROBERTSON
Source: Provisional STPS valuation results (dated 21 September 2018), table A8



Why are benefits increasing?

16%

15%

14%

% of pay 13%
12%

11%

10%

9%

8%

7%

./

Cost cap window (12.4% +/- 2%)

12.4%

Target cost cap Change in mortality Short term financial Change in

employer rate assumptions assumptions demographic
assumptions

HYMANS 3 ROBERTSON

Source: Provisional STPS valuation results (dated 21 September 2018), table A8



Why are benefits increasing?

16%

15%

14%

% of pay 13%
12%

11%

10%

9%

8%

7%

./

Cost cap window (12.4% +/- 2%)

12.4%

employer rate

Target cost cap Change in mortality Short term financial Change in Other
assumptions assumptions demographic
assumptions

HYMANS 3 ROBERTSON

Source: Provisional STPS valuation results (dated 21 September 2018), table A8



Why are benefits increasing?

16%
0 :
15% Cost cap window (12.4% +/- 2%)
14%
0
% of pay 1370 12.4%
12% _{_\_
11%
on Com
> '
7% S
Target cost cap Change in mortality Short term financial Change in Other Result of cost cap
employer rate assumptions assumptions demographic test
assumptions

Cost cap valuation result requires scheme changes
equal to 3.7% of pay

./

Result
outside of
window: must
increase
employer cost

HYMANS 3 ROBERTSON

Source: Provisional STPS valuation results (dated 21 September 2018), table A8



Putting 1t all together

Changes in STPS employer rate - with Cost Cap

o]
23% 22.4%
22%
219, Cost Cap
change is
20% dded on to

other

+0.4%
% of pay 19% hanges
18%
17.2%

17%
16%
15%
14%

Currentrate Changein Change in Reduction in Other New rate Cost cap New rate

financial demographic  notional (before cost adjustment  (with cost

assumptions assumptions deficit cap) cap)

The Cost Cap offsets all the positive experience

- HYMANS 3 ROBERTSON
Source: Provisional STPS valuation results (dated 21 September 2018), table A8



Accounting update

HYMANS 2% ROBERTSON
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Current accounting themes

Rising balance sheet deficits and P&L items

 Result of reduction in discount rate

 FRS102 specifies how discount rate is set — yield on high
guality corporate debt

Allowing for McCloud

* Format of final solution unknown
« Only able to make an educated estimate

Allowing for GMP indexation

* Very small impact — try to avoid spurious accuracy
Looking ahead to 2020

« August 2020 reports will be first based on 2019 valuation

» Expect experience items on both assets and liabilities
. / Refer to supporting documents or ask the Fung, s #roserrson




National hot topics

HYMANS 2% ROBERTSON
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Valuation cycle and management of ¢

° V 4
employer risk J
2016 2019 2022 2024 2028
OPTION 1 Triennial Triennial Triennial Biennial Quadrennial
OPTION 2 .2016. .2019. 2024 . 2028 .
Triennial Triennial Quadrennial Quadrennial

1. MHCLG proposal of flexibility on exit payments

2. Exit credits: consideration of the employer’s exposure
to risk for exit credits

3. Further Education Bodies: access to the LGPS limited
for new employees?

. / Consultation closed 31 July 2019 R Cp—

* https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/800321/LGPS_valuation_cycle_reform_consultation.pdf



New Fair Deal consultation

Current approach — Best Value Directions 2007

é N
4 Best Value Employer ) Participate in LGPS (Contractor
joins the Fund as an Admitted
/ Body)
Staff \_ S
carrying - OR
out S~
ser\l/Jice é )
Participate in Contractor’s Broadly
\ ) Comparable Scheme
\ S

Proposed approach — Fair Deal in the LGPS

4 A
Participate in LGPS (Contractor

joins the Fund as an Admitted
Body)

Fair Deal Employer

Staff
carrying
out
service

-

.

/\

OR

4 N
Participate in LGPS (Use “Deemed
Employer” route, contractor does

) not join the Fund)
\. J

HYMANS 3 ROBERTSON
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Consultation closed 4 April



Public Sector Exit Payment Cap

Total exit payments to an individual should not exceed £95k
If they do the employer must reduce any of the elements that make up the exit
payment so as not to exceed £95k

The exit payment cannot be reduced below any statutory redundancy payment

A
« Take deferred benefit (Teacher’s only)
Pension « Pay in cash
Strain » Take a reduced pension
£95k--___.___———
Other
Settlements

Additionally....

Limits on re-employment for high earners
» Reduced limits for calculating exit payments:
* New maximum redundancy settlements
* Reduced entitlements near retirement
* Reduced access to retirement options

Redundancy

Payments

Exit Payment
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Potential impact on LGPS

Examples of roles & real voluntary redundancy schemes:
adli\;llgni?grdard dult Social Care Worker
£44K 20 years £35k 30 years

HR staff Planning Manager
£28k 40 years £51k 15 years

Consultation closed 2 July 2019, awaiting outcomes
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Good Governance 1in the LGPS

'Good go{?ernance
in the LGPS

Phase Il report from Working Groups to SAB- ",

November 2019

- Conclusions

» Qutcomes based model instead of prescribed approach
— Robust management of conflicts of interest
— Policy on member and employer representation
— Level of knowledge and understanding
— KPIs to measure level of service to fund stakeholders
— Sufficient resources to effectively manage and administer the fund
— Independent review of a fund’s governance

* Independent review of a fund’s governance
arrangements

* Improvement plans where needed

— Next steps

» Drafting proposed changes to Guidance
« Establish KPIs to measure service standards

« Define contents of Governance Compliance Statement
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PLSA retirement income targets

* The Pensions and Lifetime Savings Association (“PLSA”")
announced new retirement income targets in October

* The targets indicate the level of annual expenditure
required to achieve a minimum, moderate and comfortable
standard of living in retirement

SINGLE COUPLES
30k 45k

COMFORTABLE COMFORTABLE

20k 30k

MODERATE MODERATE

10k 15k
MINIMUM MINIMUM
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Translating the targets into “real life”

£10,200 a year £20,200 a year £33,000 a year
ESELBEG R TS Covers all your needs, with More financial security and More financial freedom and
could you have? some left over for fun flexibility some luxuries

DIY maintenance and Some help with maintenance  Replace kitchen and bathroom

decorating one room a year. and decorating each year. every 10/15 years.
Food & Drink A £38 weekly food shop. A £46 weekly food shop. A £56 weekly food shop.

3-year old car replaced every  2-year old car replaced every

T N . i
ransport O car. 10 years. five years.

A week and a long weekend in 2 weeks in Europe and a long

Holidays & Leisure 3 weeks in Europe every year.

the UK every year. weekend in the UK every year.
. £460 for clothing and £750 for clothing and £1,000 - £1,500 for clothing
Clothing & Personal
footwear each year. footwear each year. and footwear each year.
Helping Others £10 for each birthday present. £30 for each birthday present. £50 for each birthday present
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Thank you
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©Hymans Robertson LLP 2019

This presentation has been compiled by Hymans Robertson LLP, and is based upon their understanding of legislation and events as at 15 November
2019. For further information, or to discuss any matter raised, please speak to your investment consultant or usual contact at Hymans Robertson
LLP. This information is not to be interpreted as an offer or solicitation to make any specific investments. Where the subject of this presentation
makes reference to legal issues please note that Hymans Robertson is not qualified to provide legal opinions and you may wish to take legal

advice. Where Hymans Robertson expresses opinions, please note that these may be subject to change. All forecasts are based on reasonable
belief. This document creates no contractual or legal obligation with Hymans Robertson LLP, Hymans Robertson Financial Services LLP or any of their
members or employees. Hymans Robertson LLP accepts no liability for errors or omissions.

Please note the value of investments, and income from them, may fall as well as rise. You should not make any assumptions about the future
performance of your investments based on information contained in this document. This includes equities, government or corporate bonds,
currency, derivatives, property and other alternative investments, whether held directly or in a pooled or collective investment vehicle. Further,
investments in developing or emerging markets may be more volatile and less marketable than in mature markets. Exchange rates may also affect
the value of an investment. As a result, an investor may not get back the full amount originally invested. Past performance is not necessarily a guide
to future performance.

The material and charts included herewith are provided as background information for illustration purposes only. It is not a definitive analysis of the
subjects covered, nor is it specific to circumstances of any person, scheme or organisation. It is not advice and should not be relied upon. It should
not be released or otherwise disclosed to any third party without our prior consent. Hymans Robertson LLP accepts no liability for errors or omissions
or reliance upon any statement or opinion.
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