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Funding objectives \///\

I Stable & affordable contributions
I Employer pay their own way
( Transparent & consistent
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What’s changing?
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APPENDIX 1C: Funding Strategy for Town and Parish Councils
(Designating Employers)

Opening Position
Typically, new Town or Parish Councils
outset and no assets). However, this wo

The new Town and Parish Council’s ini
pool.

Funding Target

To value the Town and Parish Council’s
funding basiz”).

In the unlikely event that a Town or Pa)
may move towards using expected retu
may have an adjustment to their secomn

Time horizon & Likelihood

Because Town and Parish Councils are ¢
the assets held on behalf of the Town ar
a funding position of 100% on the relev

Smoothing

The key principle for Town and Parish C«
through “pooling”. “Pooling” is a way t
and smoothing out the effects of costly
setting a combined single contribution 1

‘Whilst over longer time periods, it wou
each employer in the pool will, on aver:
"pooled” contributions may be paying n
liahility, and it may take longer to reach
All Town and Parish Councils participat

rate may be phased in where the assesst
or reduce by 3% of pay, this would be p
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APPENDIX 1F: Funding Strategy for Admission Bodies
(Guarantor)

Opening Position

Where there is a new Admission Body set up as a result of a TUPE transfer of staff from a letting employer to the
contractor, the Admission Body would be set up in the Fund as a new employer with responsibility for all the accrued
henefits of the transferring employees. Unless agreed otherwise, the funding level will be calculated as the market value
of assets being equal to the value placed by the actuary on the benefits built up to date for the transferring employees
on the ongoing funding basis (so the admission body will start fully funded on an ongoing funding basis).

The Admission Body's initial contribution rate will be set on an individual basis except if agreed otherwise between the
letting authority and the Fund.

Funding Target

To value the Admission Body's benefits built up to date, and future benefits, the Fund will use the "ongoing funding
basis”.

Time Horizon & Likelihood

Because an Admission Body is considered to be a shorter term employer, the Fund will use the likelihood associated
with the letting authority as the minimum likelihood that assets held on behalf of the Admission Body meets (as closely
as possible) the value of benefits built up (i.e. a funding position of 100%) over the shorter of the future working lifetime
of the active membership or the remaining contract term (to a maximum of 20 years).

Smoothing

Under normal circumstances, no smoothing is applied to Admission Body contribution rates.

Security
Security to the satisfaction of the letting authority and the Fund (such as a suitable bond, a legally-binding guarantee
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Changes 1n approach

Clarify our approach to collecting exit debts for all employers

Admitted bodies with guarantor Admitted bodies with no guarantor
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« 2019 — 75% chance of fully funded « 2019 — 75% chance of fully funded
« 2022 — set the same as guarantor « 2022 — between 50% and 75%

* Depending on funding target
Reason for change Reason for change
« 2020 Regulation change « 2020 Regulation change

/ <Zonsistency of approach  Limit risk of excess surplus
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Investment returns
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* Fund targets 75% chance the
Investment strategy will
outperform the discount rate
over the very long term

* Improved long-term market
expectations versus 2019

* 2019: 1.6% above risk free ratgs
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e 2022: 1.7% above risk free rat?és
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Benefit increases - predicting CPI

Bank of England CPI Projections vs actual CPI

8.0%

7.0% L
%
[ ]
[ ]
6.0% L] [ ]
. (+] .
° °
[ ]
o [
g 5.0%
(] ...... ®
0 . o** (
2 °
2 40% »
S °
%,
3.0% L] i
[ ] [ ]
[ ]
0009 O9,
2.0% ..ﬂm" "'Omuu..!... o
[ ]
1.0%
0.0%
Mar-16 Jul-17 Nov-18 Apr-20 Aug-21 Jan-23 May-24
P @® March 2021 CPl Forecast @® November 2021 CPI Forecast ® February 2022 CPl Forecast

N

6 Wa)

HYMANS 3 ROBERTSON



/ /’ /
. N\
Benefit increases - CPI AN //
2019 2022
‘% * Estimate RPI from yields on  Improving technology
long dated gilts and index » Move to derive consistently to
linked gilts discount rate
e Subtract 1% (the “RPI| — CPI” e 50% likelihood
gap from RPI R}
« 2019: 2.3% p.a. « 2022:2.7% p.a.

/ \ HYMANS 3 ROBERTSON
»



Other assumptions

Withdrawal - Male - Part Time
60
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Occurences

Expected (default)
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<1821 24 27 30 33 36 39 42 45 48 51 54 57 60 63 66 =68
Age

Salary scale - Female

3% Actual

0% Salary scale (default)

NP PR PR LR I PRGF S
/)\ Age
&

* Best estimate

 Based on a combination of

national and local data

« Judgement applied on
behaviors

future

- Little impact on liabilities, but
better prediction of expected

cashflows
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Summary of changes to assumptions

Date of market conditions < 2019 < 2022 < 2022
Methodology < 2019 < 2019 < 2022

g
Discount rate Risk-free rate + 1.6% Risk-free rate + 1.6% Risk-free rate + 1.7%
3.1% p.a. 3.4% p.a. 3.5% p.a.
g
Benefit increases 2.3% p.a. 2.7% p.a. 2.7% p.a. §
3

/11 \ Little impact from changes to assu
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How are we incorporating unknowns?

TASK FORCE on
CLIMATE-RELATED
FINANCIAL
DISCLOSURES

TCFD
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Climate / Transition
Risks
TCFD requirements
for funding

PN

UK CPl inflation

Consumer Prices Inflation
Higher inflationary environment
and structural changes to RPI

Impacts on long
term mortality

A

Reqgulatory
Potential impact
of judicial review
on cost-sharing
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Thank you

This Powerpoint presentation contains confidential information belonging to Hymans Robertson LLP (HR).
HR are the owner or the licensee of all intellectual property rights in the Powerpoint presentation. All such
rights are reserved. The material and charts included herewith are provided as background information for
illustration purposes only. This Powerpoint presentation is not a definitive analysis of the subjects covered
and should not be regarded as a substitute for specific advice in relation to the matters addressed. It is not
advice and should not be relied upon. This Powerpoint presentation should not be released or otherwise
disclosed to any third party without prior consent from HR. HR accept no liability for errors or omissions or
reliance upon any statement or opinion herein.
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Agenda Item 17
By virtue of paragraph(s) 3 of Part 1 of Schedule 12A 9

of the Local Government Act 1972.
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Agenda Item 18
By virtue of paragraph(s) 3 of Part 1 of Schedule 12A 9

of the Local Government Act 1972.
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