SHROPSHIRE COUNTY e e
g PENSION FUND |gpS

Welcome

_|_

X

o\
°oJ
‘|

James Walton
Director of Finance, Governance and Assurance

(Section 151 Officer)
Scheme Administrator




© Agenda

9:00am

Registration and refreshments

9:30am

Welcome and introduction

James Walton, Scheme
Administrator

Pension administration update

Debbie Sharp, Pensions
Administration Manager

Latest LGPS news

John Livesey, Fund Actuary

10:45am-11:15am

Break with refreshments

2019 Valuation Results

John Livesey, Fund Actuary

Initial results provided to employers and questions

13:00pm

Close

This meeting is being filmed and will be available to watch on the

SHROPSHIRE COUNTY
PENSION FUND

Fund’s website

I for you, for now, for the future
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© What we’ve done over the last twelve months

Data items received

Valuation -
198,230 contribution
postings
 Valuation data submitted on time and minimal data queries r
from the actuary 409,202 pay data
* Year-end completed postings
e Thank you! v
6,049 notification of
starters
L 4
Annual benefit statements 5,182 notifications of
leavers
L 4

¢ |[ssued on time

602 retirements
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© Ongoing challenges

More complex scheme design — different rules
across different periods of membership

More data to hold and check — CARE benefits

Helping members understand the scheme

Liaising with more employers and small and varied
payroll providers

* Ensuring we don’t hold unnecessary data

I = SHROPSHIRE COUNTY
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© This time last year...

* Academy treatment in LGPS was being
reviewed

* Exit payment reform and fair deal being
talked about

e Scheme valuations and cost management
process being looked at by the Scheme
Advisory Board and HM Treasury

* McCloud case in early stages

I fomye oy for ke utrs g
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© One year on... same challenges

Consultation Key dates

Academy treatment in
LGPS

Still being reviewed Ongoing review

Exit payment cap Consultation now closed | Not likely before
and awaiting response 1 April 2020

Fair deal Consultation closed Ongoing
Scheme valuation and | Paused Paused
cost management

process

McCloud/Sargent case | MHCLG looking into Ongoing

actions for employers

SHROPSHIRE COUNTY
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© Not to mention...

* Completed another data quality review
* GMP reconciliation project

* Introduced a member address tracing/mortality
screening service

 Security of data — how we receive it and send it

I S SHROPSHIRE COUNTY
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© McCloud - implications for employers

Important é
Early stages for a

The remedy could
involve extension of
underpin to members
who aren’t currently
offered protection

remedy, when or who
will be affected

To assess this, a full
history of part time
hours changes and
service break

information from 1

April 2014 is needed Form§ available on
website

Hours and service break
data should be kept for
pre 2014 members.

for you for now, for the futre

I s SHROPSHIRE COUNTY . . . .
L= PENSION FUND John to go into more detail and how it affects valuation



Retention policy Are you keeping the data we need?

Local Government
Association (LGA)
put together a
policy for
employers to use
with GDPR in mind

* If you haven’t already been providing this — data may be needed for your members 1 0

Explains that legal

requirements may

change where the
fund must

Sets expectations

of LGPS employers
participating in the
fund about the

retention of Details what recalculate benefits
personal data. factors employers — exactly the
should take circumstances %
account of when we’re in now

determining what

W data retention

period to adopt

|-+
| X

* Do not dispose of relevant data

Ig*ps SHROPSHIRE COUNTY
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®© LGPS Governance Structure

L S

National

Pensions Committee
(or equivalent)
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© Get to know your pension board

Mike Morris (Chair)

BEE ~» O >

Foryou, fornow, for the futurs

iaps

Set up on 1 April
2015

Same time as the
Pensions Regulator
and given oversight
of the scheme

SHROPSHIRE COUNTY
PENSION FUND

John Hall

Philip Ingle

il rl'

Equal number of
member and
employer
representatives
They’re
representing you!

Liz Furey

Responsible for assisting and
securing compliance with:

= scheme regulations

= other governance and
administration legislation

= any requirements of The Pensions
Regulator

= additional matters, if specified by
scheme regulations

Contact details:
pensionsboard@shropshire.gov.uk



What we need from you

* Regulation 80 of the LGPS (England and Wales) regulations 2013
states:

A scheme employer ‘must give that authority such other
information as it requires for discharging its scheme functions’

* We have a pensions administration strategy which sets out
responsibilities and consequences

* We collect data monthly to save time at year end and pick up any
potential issues throughout the year

* Data you give us feeds directly into the pension administration
system — members can check benefits, annual benefit statements
are produced and year-end can be reconciled.

I = SHROPSHIRE COUNTY
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Two-way approach

== [ mployers:

* Provide the information we ask for

= Have awareness of the terms of employer agreements
= Abide by contract / obligations under regulations

» Manage HR / payroll systems to provide LGPS data

» Provide accurate data and on time

= Follow scheme regulations, rules and requirements when calculating
benefits

= Have awareness of terms of employer agreements

= Have clear, robust, published processes / deadlines / communications
= Have a dedicated helpdesk providing member/employer support

= Follow through on non-compliance

= Understand material breach of law reporting requirements

Igwbms g SHROPSHIRE COUNTY
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© Reasons why we enforce this

i
Ala

N

The
The Pensions Regulator extended role from April 2015 @ Eggi'.‘;?g,.

‘Scheme managers should undertake an annual data review and put in place an improvement
plan where they identify issues’ - Data improvement is a continuous process, not a one-off
exercise!

Poor data integrity has a real impact on
members - accurate records are key

Data should be well managed day-to-day to make sure it’s accurate and complete



© TPR powers — if legal requirements are not met

Primary focus = educating and enabling schemes to improve
standards of governance and administration and comply with Request to provide information
legal requirements (S72 of the 2004 Act)

Identify cause of Develop Demonstrate Statutory notice: Non — compliance
non-compliance improvement plan  implementation of - Improvement with notice =
the plan notice Penalty

- Third party notice

I = SHROPSHIRE COUNTY
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© Things still go wrong...

®

Staff changes Assumed Late decision
or new systems  Pensionable pay not making in
worked out correctly appeal
when staff on no pay situations
Member dies — no Not Not keeping Extra work
admission agreement  ynderstanding data becomes
signed following the cost of the chargeable..
outsourcing benefit
ans SHROPSHIRE COUNTY awarded

PENSION FUND
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© TPR ‘deep dive’ on ten LGPS funds

The Pension Regulator flagged the following employer related issues:

N Contributions — funds monitoring the payment of
contributions often face the challenge of payroll providers

/. Third party providers - pa

payroll function, early engagement with the employer on the
potential risks will help them manage their supplier

Igps g

/. Change of payroll provider — where employers outsource the
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© Recording and reporting breaches

= Neil Wilson from TPR presented at last
years meeting...

= TPR must be informed where the breach

is likely to be of ‘material significance’

= Cause, effect, reaction to and wider
implications of the breach considered

= We record everything to spot
patterns/deal with issues early on:

Foryou, farnow, for the futeg

laps ©

= Lots of small problems adding up?
= Resource issue?

SHROPSHIRE COUNTY
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Employer Meeting 2018

The
Pensions
Regulator




© Common & i
. 0
re 0 C C u r r l n g Late payment Contributions

of & payment

b reac h esS @ contributions \matching @

X
X
X

Treatment of Late/
casual staff inaccurate
leaver forms

/

75

Late
admission discretions
agreements policy

O

>
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© Training

HOME ABOUTUS ¥ EMPLOVER v FIREFIGHTER v

A > Employer > Employer's guide

These pages are for employer use only. Member information can be found on the home page.

Training for new staff or existing staff?
Can request an on-site visit

% Employer meeting 2019- Two weeks to go!
Welcome to the Shropshire County Pension Fund’s employers' guide.
Update contacts and signatories in your

organisation

>

You'll find lots of important information here, including information about your roles, responsibilities and processes. You should also read our administration strategy

which describes your responsibilities as an employer the fund. » Employer meeting 2019

Do you employ any casual or time-sheet
staff?

>

» Latest news on McCloud judgement

Introduction and overview of Managing employer and Absences and changes
employer responsibilities » member contributions » affecting scheme members »
For more information >> For more information >> For more information >> [ Related Pages
" — " . » Homepage
Processing leavers and Requesting information » Appeals (Internal Dispute
. R % Forms and guidance library
retirements » Resolution Procedure) » 7
% Fund strategies, policies and statements
For more information >> For more information >> For more information >>

Transfer of staff »

For more information >>

* Check out our website for forms and guidance
* Links to statutory guidance

Date for your diaries:
22 January 2020 — employer webinar on ‘basics’ of LGPS

SHROPSHIRE COUNTY
PENSION FUND




N My
' Pension
Online

Update personal details

Make sure the pay details are correct

See what benefits are worth now

Run benefit projections and plan for retirement

Check what could be paid if they die.

You’ll find the % number of

staff registered for ‘My
Pension Online’ from your

organisation on the back of

your name badge

Can you help with take
up?

Do your staff understand
the importance of the
scheme?

SHROPSHIRE COUNTY
PENSION FUND
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AGENDA
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COST CAP AND MCCLOUD

GOVERNANCE & OPERATIONAL ISSUES

OTHER ISSUES
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COST CAP AND
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COST CAP - RECAP

* With the introduction of the 2014 scheme, Government
introduced a cost cap process — benefits would change if

costs moved outside of a given range @ %%ﬁ
Net cost increase @ of pay

+ However, the mechanism only considered “member” costs

— life expectancy, salary increase, while excluding other
costs, such as investment performance / economic % % Z m
conditions.... SCPF pa

« ...and while designed to limit costs, on first review it
actually produced an increase in benefits!

» To increase the overall value of benefits in line with the Employer cost @ @ /2@ of pay

cost cap requirements a range of benefit improvements

were proposed: gz %
v Removal of lowest ill-health tier SCPF m pa

v" Improved death benefits
v' Enhanced early retirement factors
v

Some reduction in member contributions

MERCER



MCCLOUD - WHAT IS IT?

The case concerns the transitional protections given to scheme members,
P ® who in 2012 were within 10 years of their normal retirement age, in the
judges and firefighters schemes as part of public service pensions reform.

On 20th December 2018 the Court of Appeal found that these
CIORE » protections were unlawful on the grounds of age discrimination and
could not be justified.

If the protections are unlawful then those members who are found to
e . have been discriminated against will need to be offered appropriate
remedies to ensure they are placed in an equivalent position to the
protected members

Such remedies will need to be ‘upwards’ - that is the benefits of
T ® unprotected members will need to be raised rather than the benefits

!

of protected members being reduced.
L Whilst the case was in relation to the judges and firefighters schemes,
the principles are accepted to apply to all public sector schemes

MERCER
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MCCLOUD -

©
®

IMPACT FOR THE LGPS

Government has therefore agreed that, on the back of the McCloud
judgment, LGPS benefits will need to be adjusted to remove potential age
discrimination

Outcome to be agreed via tribunal — so the remedy, and resulting
cost, is currently unknown

However, it is likely to feature an amendment to benefits accrued since
2014, and for benefits going forward

Remedy unlikely to be available in time to incorporate formally into
» the 2019 valuation results but SAB guidance is for funds to
consider the risk and potential costs

Cost cap on hold pending the remedy — if costs exceed those required
by the cap requirements then no further adjustment may be needed, but
still some uncertainty on how the two will interact

29



MCCLOUD - POTENTIAL IMPACT
EVERY EMPLOYER IS DIFFERENT

4 N [ N N [ )

@ —— e

1’ ‘ xX|=
PROFILE OF SOME CLOSE TO AFFORDABILITY
MEMBERS EXIT

COSTS WILL VARY SIGNIFICANTLY BY EMPLOYER

MERCER
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MCCLOUD COSTS

PROPOSED

POLICY FOR EMPLOYERS

Employer funding positions and contribution rates will not include any allowance for
McCloud costs, on the basis that these costs are uncertain at this time

However, estimates of the possible costs will be provided to employers. This is
» to ensure that employers are aware of the potential issue for budgeting and
risk purposes.

Employers will be notified once the remedy is known. The Fund will review the
potential costs, and will reserve the right to change contributions where it is
deemed necessary

In practice, the Fund may choose not to change contributions in many cases,
and review the costings as part of the next valuation

The exception to this may be higher risk employers, and those with a
limited lifespan in the Fund
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GOVERNANCE AND
OPERATIONAL ISSUES
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MERCER

EMPLOYER RISK MANAGEMENT
COVENANT

- » Security of the Fund

€< }» <« Monitoring and targeted engagement

- ° Increased certainty of contributions
° ° Increased stability of contributions

33



MERCER

TERMINATING EMPLOYERS & EXIT CREDITS

Shift from
past to future

Terminating . service

employers now . : .
entitied to exit | Planning \\//alxr?grosn contributions

credits in for exit _
surplus and losers |

34



TERMINATING EMPLOYERS / EXIT CREDITS

A

POLICY
REVIEWED

Key distinction between
employers with/without a
guarantor

Appropriate treatment of
exit credits

Fairness between
employers

Protection of other Fund
employers

MERCER

4 )

4 )

Move from least risk to
corporate bond
assumptions for non-
guaranteed employers

Protects Fund &
employers, but prevents
employers becoming
trapped by unmanageable
deficits

4 )

(N

Instigated policy to
include McCloud
allowance on termination

Done on a “reasonable
worst case” basis, to be
corrected when the
remedy is agreed

Protects Fund employers
from potential costs

Look to put terminations
with risk sharing on hold

Will protect Fund
employers with
outsourcings from unfair
surplus refunds being paid

35



CONSULTATION ON 4 YEAR VALUATIONS

(o) Released on 8 May 2019 and closed on 31 July 2019. Amends three-
A ’ year valuation cycle to four-years from 2024.

* Proposes an out-of-cycle valuation in 2022. Contributions from 2019
o ) » valuation will be set for 3 years to 2023. Contributions in 2022
valuation will then be set for 2 years to 2025.

Introduces a power for LGPS funds to undertake interim valuations (in
full or in part). In addition, widens the power that allows LGPS
administering authorities to amend an employer’s contribution rate in
between valuations.

o
il O °

.. Introduction of a “deferred employer status”, further flexibility for exit
payments, a review of the requirements to pay “exit credits” and
potentially a significant change to further/higher education employers.

MERCER 36
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MERCER

FAIR DEAL

“Fair Deal” is guidance — but
Statutory rules for LGPS are
provided by the Best Value
Authorities Staff Transfers

(pensions) Direction 2007 and
the Welsh Authorities Staff
Transfers Direction 2012

Protects pension
provision for employees
transferred on a
compulsory basis to a
new employer

Fair Deal introduced in

and then updated (ie
“New Fair Deal” in
October 2013 effective
from April 2015

1999 by HM Treasury '

The updated Fair Deal currently applies to central
Government departments, the NHS, maintained
schools (including academies) and other parts of
the public service which are “controlled by

ministers”

b
<
\ 4

New contracts — employees
can remain members of
their existing public service
scheme when their
employment is transferred
outside the public sector

Existing contracts —
employees who had been
compulsorily transferred out
of the public service under
Fair Deal may return to the
public service pension
scheme on retender

MHCLG currently
considering how to achieve
the new Fair Deal principles
in local government — most
recent consultation closed
4 April.

38



ALTERNATIVE DELIVERY MODELS
NEW FAIR DEAL

As aresult...

Option removed to
transfer staff from

LGPS Admission Body or

?
Deemed Employer? Employer and Fund

policy needs to be

New “Deemed
Employer” route but
still have admitted
body option

A new “Protected
Transferee” category

Second generation
transfers back also

aligned

Record keeping
needs to be fit for
purpose

The consultation closed on 4 April 2019 and the outcome is awaited.

MERCER 39



FUTURE OF THE RETAIL PRICE INDEX (RPI)

MERCER

House of Lords Economic Affairs Committee have stated
that — “RPI not fit for purpose”

UK Statistics Authority wants to stop publishing RPI &
move to a Consumer Price Index with housing data (CPIH)
measure. However, likely to be from 2025 at the earliest

No impact on members benefits, as these are already
linked to CPIl increases

However, the value of index-linked gilt assets are likely
éi& to fall, as these currently reference RPI.

This in turn (in isolation) could have a negative impact
on funding as the asset value falls but no change to
liabilities.
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OVERALL RESULTS
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MERCER

AGENDA

o0

WHERE HAVE WE BEEN?
—arecap on 2016 and our existing funding strategy

WHERE ARE WE NOW?
— the preliminary 2019 valuation results

WHERE WE ARE GOING?
— key next steps for the 2019 valuation
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PURPOSE OF AN ACTUARIAL VALUATION

WHY DO A VALUATION? @
E Regulations say you have to...
1
||

Has the Fund got enough How much money is
money to pay benefits needed to pay benefits
earned to date earned in future?

MERCER



MERCER

PURPOSE OF AN ACTUARIAL VALUATION
VALUATION OUTCOMES

PAST SERVICE BENEFITS FUTURE SERVICE BENEFITS

Deficit

Liabilities

CONTRIBUTION IMPACT
CONTRIBUTION IMPACT

Cost of 1 year’s service
Deficit spread over agreed “Recovery Period”

VARIES BY EMPLOYER

“Future service contribution rate”
VARIES BY EMPLOYER

48



Cashflows - accrued benefits

IT'S ALL ABOUT THE BENEFIT CASH FLOWS

WHAT DO WE MEAN BY FUNDING?

ST/PTIZ
€T/2TTT
TT/0T12
60/801¢
£0/901¢
S0/¥0TC
£0/201¢
T0/0012
66/8607
£6/9607
S6/760T
£6/7607
16/0602
68/880¢
£8/980¢
58/¥80T
£8/280C
18/080¢
6./8L0C
££/940T
St/vi0T
€4/2L0T
TL/0L0T
69/890¢
£9/990¢
59/¥902
£9/290¢
19/0902
65/850¢
£5/950C
SS/¥S0T
£5/2502
15/0502
6v/8107
L¥/9¥0T
Sh/rr0T
€b/eroe
Tr/ovoz
6£/8€07
LE/9E0T
SE/PEOT
€E/TE0T
T€/0€02
62/820¢
£z/9e0t
ST/vTot
£2/2201
T2/0z0t
61/810¢
L1/9T02

Life Expectancy

H Pensioner
B Deferred
W Active

Ilnflation

120
80
60
40
2

g

suol|jIAl
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Cashflows - future benefits (existing members)

IT'S ALL ABOUT THE BENEFIT CASH FLOWS

WHAT DO WE MEAN BY FUNDING?

ST/PTIT
ET/TTIT
TT/0TTZ
60/80T¢
£0/9012
S0/v0TZ
£0/2012
T0/00T2
66/860¢
£6/960T
S6/760T
£6/260¢
16/0602
68/880¢
£8/980¢
58/780¢
£8/280¢
18/0802
6.4/8L0C
££/940T
SL/VL0T
€4/240T
T4/0£02
69/890¢
£9/990¢
59/¥90¢
£9/7907
T9/0902
65/850¢
£5/950¢
56/7S02
£5/2502
15/0502
6¥/8¥0¢
LY/9v0T
SE/YroT
£V/TV0T
Tr/ovoz
6£/8€01
LE/9E0T
SE/NEDT
£E/2€0T
1€/0€02
62/820¢
£2/920¢
ST/YT0T
£2/2201
12/020C
61/810¢
L1/9T07

Life Expectancy

Ilnflation

120
80
60
40
20

0

g

SUOI[[IA
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WHERE HAVE WE BEEN?
RECAP OF FUND RESULTS AS AT 31 MARCH 2016

31 MARCH 2013 31 MARCH 2016

- : % OF PENSIONABLE PAY
2000  -Hohvarey funding fevdl Solvency funding level PRIMARY CONTRIBUTION

76% 84% RATE 31t MARCH 31st MARCH

1,500 2016 2013
1,250 Normal contribution rate
5 1,000 for retirement and death 20.6 19.8
750 benefits
500 Allowance for
. . 0.6 0.5
250 administrative expenses
O . .
Assets Liabilities Assets Liabilities Total normal contribution 21.2 20.3
£1,235m £1,618m £1,494m £1,772m rate
mPensioners mDeferreds mActives mAssets Average member
har 6.3 6.3
contribution rate
Primary contribution rate 14.9 14.0

MERCER



MERCER

WHERE HAVE WE BEEN?
KEY FUNDING STRATEGY PARAMETERS

\ . Investment return/discount rate explicitly linked to real returns versus CPI
(CPI plus 2.35% for past service and CPI plus 2.75% for future service)

» Implemented strategy to protect equity gains

Other assumptions: short term pay (employer dependent) demographics
(life expectancy, ill health etc.)

L . Reduced the deficit recovery period (subject to affordability), average of 22
years across the Fund

L ., Employers were given options (phasing and prepayments) to manage cashflow
requirements

52



WHERE HAVE WE BEEN?
EVERY EMPLOYER IS DIFFERENT

4 N N\ )

' T] x[=
DIFFERENT SECTOR
AFFORDABILITY

EMPLOYERS

MERCER



WHERE ARE WE NOW?
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DISCOUNT RATE ANALYSIS
- 2016 ANALYSIS

RECAP

MERCER

Current asset allocation

m UK Equities

m Unconstrained Global

m Passive (Hedged) Equities

u Property
m Private Equity
u nfrastructure

m Hedge Funds

Liability Driven Investment

® Unconstrained Bonds

Equities

Chance of achieving return
on current strateav

Expected Real Return

CPI + 3.25% p.a.

60% CPI + 2.55% p.a.
65% CPl +2.2% p.a.
75% CPI + 1.4% p.a.
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DISCOUNT RATE ANALYSIS
2019 STRATEGY

MERCER

Your strategic asset allocation

m Global Equities Hedged
m Global Equities Unhedged

m Private Equity

= Property

u Infrastructure

m Absolute Fixed inc
m Corporate Bonds

Index Linked Bonds

>

Chance of achieving return
on current strategy

= MAC
Hedge Fund

Expected Real Return

50% estﬁﬁ:}e,, CPI + 2.5% p.a.
80% et CPI+1.8% p.a.
67% AOA CPI + 1.3% p.a.
75% CPI+0.7% p.a.

Range of outcomes

B 5th to 10th percentile
® 10th to 25th percentile
W 25th to 35th percentile
35th to 40th percentile
40th to SOth percentile
W Best estimate return
SOth to 60th percentile
B 60th to 75th percentile
W 75th to 90th percentile

m 90th to 95th percentile

10.0%

7.5%

2.5%

0.0%

-2.5%

-5.0%

Final SIP strategic
benchmark

Best estimate return

G
~

«—

CPI + 2.5% p.a.

67% chance
CPIl + 1.3% p.a.
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WHERE ARE WE NOW?
DEMOGRAPHIC ASSUMPTIONS UPDATE

Analysis

Life Expectancy

IlI-Health Retirement

Withdrawal

Retirement Rates
(pre 14 benefits)

Commutation

Proportions Married /
Dependants

Effect on Deficit
(Whole Fund)

Ny

Effect on Future Service
Rate (Whole Fund)

Y

I I. = Analysis indicates reductions from last time.

Comment in relation to Fund

General increase in numbers observed
across LGPS. SCPF at the lower end of
observed trend.

No material change so maintain
assumption.

Some changes in observed retirement
patterns. Not significant from a liability
point of view (maintain assumption).

Slight trend upwards in terms of
commutation.

No material change so maintain
assumption.

MERCER
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WHERE ARE WE NOW?
2019 WHOLE FUND RESULTS

MERCER

Assets

Liabilities

Surplus / Deficit

Funding Level

Future Service Rate (% of pay)

Deficit Recovery Period

Real Discount Rate (Past)
Real Discount Rate (Future)
Long Term Pay (Real)
Short Term Pay

Life Expectancy Assumption

2016 Valuation

£1,494m
£1,772m
-£278m
84%
14.9%
22 years

2.35% p.a.

2.75% p.a.

1.50% p.a.
2016 Valuation
CMI 2015 1.5%

2019 Valuation

£1,915m
£2,047m
-£132m
94%
16.6%

19 years

1.85% p.a.

2.25% p.a.

1.25% p.a.
None

CMI 2018 1.5%

Including estimated
McCloud impact

£1,915m
£2,061m
-£146m
93%
17.3%

19 years

1.85% p.a.

2.25% p.a.

1.25% p.a.
None

CMI 2018 1.5%
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WHERE ARE WE NOW?

MOVEMENT IN DEFICIT FROM 2016

Deficit at 31 March 2016

Unwinding of deficit interest

Investment returns vs 2016 assumptions

Total contributions paid vs benefits accruing

Pay increases vs 2016 assumption

CPI pension increases vs 2016 assumption

Change in financial assumptions

Change in demographic assumptions

Member movements and other factors

Deficit at 31 March 2019

Future Service Rate at 31 March 2016

Change in discount rate

Change in demographic assumptions

Membership profile and other factors

Future Service Rate at 31 March 2019

-0.7%

-5.0%

-300

-200

100

200 300

MERCER
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WHERE ARE WE NOW?
2019 WHOLE FUND RESULTS

MERCER

Notes:

Payroll (2020/21 estimate)
Future Service Rate (% of pay)

Surplus / Deficit

2020/21 Future Service Amount
2021/22 Future Service Amount
2022/23 Future Service Amount

2020/21 Deficit Recovery Amount
2021/22 Deficit Recovery Amount
2022/23 Deficit Recovery Amount

Total 2020/21 Contributions
Total 2021/22 Contributions
Total 2022/23 Contributions

Total Contributions (3 year)

2016 Valuation

£248m
14.9%
-£278m

£37.0m
£38.4m
£39.9m

£16.2m
£16.9m
£17.5m

£53.2m

£55.3m

£57.4m
£165.9m

2019 Valuation

£248m
16.6%
-£132m

£41.2m
£42.8m
£44 5m

£7.1m
£7.3m
£7.6m

£48.3m

£50.1m

£52.1m
£150.5m

- Contributions are based on a payroll of £237m for 2018/19, and ignore any prepayment

- The 31 March 2019 deficit contributions increase at 3.9% pa over the recovery period

— CONTRIBUTIONS

Including estimated

McCloud impact

£248m
17.3%
-£146m

£42.9m
£44.6m
£46.4m

£8.1m
£8.3m
£8.6m

£51.0m

£52.9m

£55.0m
£158.9m
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LESS MATURE EMPLOYERS

2019 RESULTS (EXCLUDING MCCLOUD)

MERCER

_ 2016 Valuation | 2019 Valuation _ 2016 Valuation | 2019 Valuation

Assets

Liabilities
Surplus / (Deficit)
Funding Level

Future Service Rate (% of pay)

Deficit Recovery Period

£15.9m
£29.8m
-£13.9m
53%
15.1%

22 years

£30.6m
£42.5m
-£11.9m
72%
17.4%

19 years

Payroll (2020/21 estimate)
Future Service Rate (% of pay)

Surplus / (Deficit)

2020/21 Future Service Amount
2020/21 Deficit Recovery Amount

Total 2020/21 Contributions

£14.45m

15.2%

-£13.9m

£2.19m

£0.66m

£2.85m

£14.45m

17.4%

-£11.9m

£2.51m

£0.63m

£3.14m
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PRELIMINARY NUMBERS
ABC EMPLOYER

2019 ACTUARIAL VALUATION HEADLINE FIGURES

Shropshire County Pension Fund - ABC Housing Ltd

HEADLINE RESULTS

VALUATION BALANCE SHEET
Surplus / (Deficit ) (£2,000,000)

This sheet shows the overall
results of the 2019 actuarial
valuation for this employer

Employer Information

Funding Level 95%

TERMINATION POSITION

Employer Type

Part 3 — Community Admission

OpeniClosed

Open

Termination basis

Corporate bond

Surplus / (Deficit) including Estimated McCloud Cost (£18,500,000)

EMPLOYER FUTURE SERVICE COST

16.0%

Employer Future Service Rate (% pay p.a.)

EMPLOYER CONTRIBUTION REQUIREMENTS

L e Future Service Deficit
Camihion Rate Contributions
2020/21 16.0% £100,000
2021/22 16.0% £104,000
2022123 16.0% £108,000

The figures above exclude the potential impact of the McCloud judgment.

McCloud Estimated Costs

Increase in Liabilities (% of liabilities) 1.3%
Increase in Liabilities £500,000
Increase in Future Service Rate (% of pay) 0.5%

lllustrative figures - potential
MeCloud costs are uncertain at
this stage - employers can choose
whether to pay them now or wait
until position is clarified

This schedule should be read in conjunction with the Funding Strategy Statement 2019 and the Funding Report of the Actuarial Valuation as at 31 March 2019. The contributions will be reassessed

as part of the 2022 Actuarial Valuation and new contributions will be payable from 1 April 2023.

Whilst reasonableness checks on the data provided by the Fund have been carried out, they do not guarantee the completeness or the accuracy of the data. Consequently, we do not accept any

liability in respect of our advice where we have refied on data which is incomplete or inaccurate.

INVESTORS Merzor Limitodir autharise dandrequlsted by the Financial .
IN:REQRLE i L i i1 Tawer Flace Wort, Tauer Place, Landan EG3R SBU

MERCER

MARSH & MCLENNAN
COMPANIES
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PRELIMINARY NUMBERS
ABC EMPLOYER

2019 ACTUARIAL VALUATION FURTHER INFORMATION ® MERCER
Shropshire County Pension Fund - ABC Housing Ltd MAKE TOMORROW, TODAY

2019 results
2016 results

incl McCloud
Final results at 31 March 2016

2018 results

DETAILED RESULTS

Actuarial Valuation Results at 31 March Results as-at 31 March 2019 including
estimated McCloud cost

£37,000,000 £37,000,000 -
m
£27,500,000 £39,000,000 £39,500,000 2
Surplus / (Deficit) (£3,500,000) (£2,000,000) (£2,500,000) =
Funding Level 87% 95% 94% g
Employer Future Service Rate (% pay) 14.0% 16.0% 16.5% 3
£8,000,000 £8,000,000
14 years 14 years
2020/21 Future Service Amount [ £1,280,000 16.5% £1,320,000 _
2020721 Deficit Recovery Amount £100,000 £1425,000 ( Contribution
2020/21 Total Contributions £1,380,000 £1,445,000 s
2020/21 Future Service Amount i 16.0% / £1,339,100 16.5% £1,380,950
2021/22 Future Service Amount 16.{}%/ £1,388,000 16.5% £1,431,380 §
2022123 Future Service Amount 16.0‘¥ £1,438,600 16.5% £1,483,560 Ec':- =
z g o
2020121 Deficit Recovery Amount N Fi £100,000 £125,000 Sg
2021/22 Deficit Recovery Amount \ ki £104,000 £130,000 E r
2022123 Deficit Recovery Amount X / £108,000 £135,200 g
i

L ¥
Total 2020/23 Projected Contributions \ | / £4,477,700 £4,686,090 |

Deficit

Future service

Future service

Employer options

Effect of savings if employer has
chosen to pay contributions
early (approx 4% p.a. discount)

Deficit Prepayment Options:

Saving {over 3 years):

Potential McCloud costs are

uncertain at this stage - employers
can choose whether to pay them

now or wait until position is clarified

H & MCLENNAN
COMPANIES

Oversll change in
contributions

INVESTORS Merser Limited i eaqulated by the Fi -
1™ PEOPLE FaairtoredinEnaland Mo, 939275 Raair ored OFfize: 1 Tanar Flace Wert, Tausr Flace, Landan EC3RSBU

MERCER
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WHERE WE ARE GOING?

ha




WHERE ARE WE HEADING?
WHAT WE CURRENTLY KNOW...

Positive

investment Further But outlook u'

returns up to Increase in for future

the valuation' = funding due investment '

date to life returns

expectancy lower

MERCER

Still a
funding
gain
overall

But increase

in future
service costs

65



SPENDING THE FUNDING GAIN
OPPORTUNITY TO DE-RISK?

Higher
contributions
Contributions

1
Lower !
contributions |
:
1
1
1
1
1
1
1
1
1
1
1
1
1
1
:
I E
: #ify London
1 Tty Stock Exchange
1
1
: Investment
| Returns
:
1
1
1
1
1
:
1
v

REDUCTION IN CONTRIBUTIONS VS DE-RISKING?

MERCER

4
v

Returns

Returns
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WHERE ARE WE HEADING?
WHAT MIGHT CHANGE FROM HERE

EQUITY COVENANT
1 PROTECTION 2 MONITORING
Implemented to protect Covenant of key Consider differential
equity gains and employers assessed approaches for
maintain stable and potential high risk employers depending
contributions. cases identified. on covenant / risk
appetite /

circumstances.

4 TERMINATION 5 RECOVERY LEGISLATIVE
POLICY PERIODS CHANGES
Riskier employers Aligned to the contract Does the FSS
valued on more length or working incorporate all of the
prudent assumptions? lifetime of employees recent legislative
Exit credits now to manage a smooth changes?
payable. plan to exit?

FUNDING STRATEGY TO BE UPDATED

MERCER 67



WHERE ARE WE HEADING?
WHAT STILL DON’'T KNOW...

&

McCloud and
the cost cap
outcomes

MERCER

LOTS

4 year valuations
& associated
regulation
changes

OF FLEXIBILITY

it

How covenant and Impact on individual
affordability has employers
changed

IN THE FSS NEEDED...
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MERCER

TIMELINE

May / June / July 2019
31 March 2019 Initial discussions on position and assumptions. June / August 2019
Valuation Date Mercer receive data extract and begin data Data validation and queries
analysis

provided

April / May 2019 August / September 2019
Employers provide renewal data Calculations performed, and discuss results with
to Fund Fund

N ®

September / November 2019
Provide individual employer results and
employer meetings take place.

November 2019 — January 2020
FSS consultation.
Employer contributions agreed and
prepayment decisions made

March 2020
Contributions certified and valuation process completed
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FUND MEMBERSHIP
MEMBERSHIP ANALYSIS FROM THE DATA RECEIVED

ACTIVE MEMBERS

Number 16,494 16,260
Total Pensionable Salaries (£000s p.a.) 222,358 236,567
Average Pensionable Salary (£ p.a.) 13,481 14,549
Average age (weighted by pension) 49.2 50.0

DEFERRED PENSIONERS (INCLUDING UNDECIDEDS)

Number 18,762 20,944
Total deferred pensions revalued to valuation date (£000s p.a.) 22,003 26,403
Average deferred pension (£ p.a.) 1,173 1,261
Average age (weighted by pension) 49.6 50.4

CURRENT PENSIONERS AND DEPENDANTS

Number 11,083 12,260
Total pensions payable (£000s p.a.) 53,691 59,691
Average Pension 4,754 4,869
Average age (weighted by pension) 69.5 70.7

MERCER



NOMINAL FINANCIAL ASSUMPTIONS

MERCER

Market yields

31 March 2016

31 March 2019

fixed-interest and index-linked gilts less 1% p.a.)

Fixed interest gilt yield 2.20% p.a. 1.40% p.a.
Index-linked gilt yield -1.00% p.a. -1.90% p.a.
Assumed CPI price inflation (derived by differencing yields on 2.20% p.a. 2.40% p.a.

Assumptions used for Liabilities

Derivation of Discount Rate/Expected Return

CPI plus 2.35% p.a. (past)
CPI plus 2.75% p.a. (future)

CPlplus 1.85% p.a. (past)
CPl plus 2.25% p.a. (future)

Discount rate:

4.55% p.a. (past)
4.95% p.a. (future)

4.25% p.a. (past)
4.65% p.a. (future)

2020)

Inflation: Consumer Prices Index (CPI) 2.20% p.a. 2.40% p.a.
Long term pay growth assumption 3.70% p.a. 3.65% p.a.
Pension increases 2.20% p.a. 2.40% p.a.
Short term pay growth assumption (for two years to 31 March 1% per annum None
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DEMOGRAPHIC ASSUMPTIONS

MERCER

Demographic assumptions

Post retirement mortality tables:

31 March 2016

CMI S2PA tables
(S2DA for female dependants)

31 March 2019

CMI S3PA tables
(S3DA for female dependants
S3IA for ill-healths)

Adjustments - active (M/F):

Members: 95%/83%
Future dependants: 113%/96%
ll-health: 95%/83% +4 years

Members: 98%/90%
Future dependants: 126%/113%
lll-health: 116%/139%

Adjustments - deferred (M/F):

Members: 95%/83%
Future dependants: 113%/96%

Members: 117%/104%
Future dependants: 126%/113%

Adjustments - pensioners (M/F):

Members: 95%/83%
Dependants: 115%/93%
Future dependants: 113%/96%
ll-health: 95%/83% +3 years

Members: 93%/88%
Dependants: 124%/87%
Future dependants: 119%/106%
ll-health: 115%/126%

Future improvements:

CMI 2015 with 1.5% p.a. improvements

CMI 2018 with 1.5% p.a. improvements

Other demographic assumptions*:

As detailed in 2016 valuation report
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MERCER

ACTUARIAL ADVICE

We have prepared this document for the Administering Authority for the purpose of updating the funding position of the
Fund

“Technical Actuarial Standard 100: Principles for Technical Actuarial Work” issued by the Financial Reporting Council
applies to this presentation and the associated work, and we confirm compliance with this standard. This presentation
should be read in conjunction with our report on the actuarial valuation of the Fund as at 31 March 2016.

Unless otherwise stated, we have relied on the information and data supplied to us in preparing the information, without
independent verification. We will not be responsible for any inaccuracy in the advice that is a result of any incorrect
information provided to us.

Mercer does not accept any liability or responsibility to any third party in respect of this report.

This presentation is confidential and may not be disclosed in whole or part to any third party without Mercer’s prior written
consent, unless required by law or order of a court or regulatory body.

Mercer retains all copyright and other intellectual property rights in this presentation.

We are not lawyers, tax specialists or accountants. We are unable to give legal/tax/accountancy advice. If y
advice is appropriate, you are responsible for obtaining your own professional advice.

This presentation is correct as at 15 November 2019. It will not be updated unless requested.
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MAKE TOMORROW, TODAY
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SHROPSHIRE COUNTY IS
g PENSION FUND gp

Thank you for
listening



