London Borough of H
Pension Fund

Employer Forum

A Geoff Nathan
A Stephanie Miller
A 22 February 2017

Hymans Robertson LLP is authorised and regulate HyMANS # ROBERTSON

the Financial Conduct Authority



What are we going to cover?

The Hackney Fund in the
LGPS

Valuation overview

Inter 7 valuation experience

Whole Fund results

Employer funding strategies

HYMANS 3 ROBERTSON


http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCIns8JayksgCFYJWGgodxW8NgQ&url=http://www.careerconsultants.co.uk/writing-the-best-cv/&bvm=bv.103627116,d.d2s&psig=AFQjCNEFnYgTpHLRKmDpeffjVITb4VIFfg&ust=1443277587075941
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCIns8JayksgCFYJWGgodxW8NgQ&url=http://www.careerconsultants.co.uk/writing-the-best-cv/&bvm=bv.103627116,d.d2s&psig=AFQjCNEFnYgTpHLRKmDpeffjVITb4VIFfg&ust=1443277587075941

The Hackney Fund |
the LGPS

)

HYMANS 3 ROBERTSON



Public sector pension schemes Igps

LGPS Regulations (other Regulations)

Y

Teachers

Civil
Service

Scheme
Scheme

f

unfunded

Employers Employers Employers

HYMANS 3 ROBERTSON



Local Government Pension Sc y@

Administering Authority
Set by

Fund Actuary

Contributions

Set by
Regulations

— Pension Fund
Contributions

Set by
Regulations

HYMANS 3 ROBERTSON




The London Borough of Hackne{w

Pension Fund
A Almost 23,000 members

A Managing assets of £1,172m*

A Around 30 individual employers

*as at 31 March 2016
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Why do we do a valuation? {@e

» Compliance withegislation

> Setemployercontribution rates

> Determine money needed to meatcrued
liabilities

» Calculate solvenayfanding leved 0

> Monitor experience vsaassumptions

> Manage risks to Fund and employers

Review the Fundin§trategy Statement (FSS)
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Promise now, pay later //
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7
Valuation- the ultimate objective //@e

A How much money does the Fund need, and how
should it be invested, in order to be able to meet the
promised benefits?

Assets
Which
ones?
2
How is it What are the
done liabilities?
efficiently? “I
||III||II|.
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Meeting the objective

Liabilities

I Future

contributions
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Inter-valuation
experience
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Investment return vs expected //
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Experience since 2013 (yields)

UK bond yields since 31 Mar 2013

4.00%

2.00% ¥

Fixed interest gilts
(FTSE over 15 years)

0,
1.00% Index-linked gilts (FTSE
over 15 years, 3% inf.)
0.00% - ——Implied Inflation
-1.00%
-2.00%
31 Mar 2013 31 Mar 2014 31 Mar 2015 31 Mar 2016

Falling bond yields have
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Membership experience

A Pay growth
I Lower than expected
I Does vary across employers
A Pension increases (pension increase orders)

I Expected 2.5% p.a.
I Actual 2.7%, 1.2%, 0.0%

A Movements
i Fewer ill health retirements than expected
i Fewer early leavers than expected
I Fewer pensioner deaths than expected

A 50:50 take-up

I Lower than expected
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Whole Fund results
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Changedo the2016valuation
financial assumptions

1. Asset Outperformance Assumption (AOA)
I Increase to 1.65% p.a. (from 1.45% p.a.)

2. Salary growth assumption
I Continued public sector pay freeze
I Run off of pre2014 final salary linked liabilities
I Reduce post freeze increases to RPI

3. RPI/CPI gap

I Increase to 1.0% p.a. (from 0.8% p.a.)
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Key assumptions for funding target/ s

_ 2013valuation 2016 valuation Derivation of assumption

Discount rate (assumed
future investmentreturn)

Longterm pay growth

Pensionincreases (CPI)

50:50 take up
Longevity

P

4.45%

4.3%

2.5%

10%

ClubVITAvith CMI
2010 model for
future
improvements

3.85%

3.3%

2.1%

5%

ClubVITAvith CMI
2013 model for
future
improvements

Change in approach:

Gilts plus prudent asset out
performance assumption (AOA)
At 2013: AOA = 1.45% p.a.

At 2016: AOA = 1.65% p.a.

Change in approach:
At2013:RPI + 1.0%
At 2016:RPH 0.2%

Change in approach:
At 2013: CPI = RF0.8%
At 2016: CPI = RP1.0%

Lower than anticipatetake up

2013not 2015 in order to remove
volatility experienced in last two
years
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£100

£46.98

£41.86

20 years
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Whole fund valuation results

| 31 March 2013| 31 March 2016

g 2

Active 403m 423m
Deferred 382m 440m
Pensioner 575m 658m
Total liabilities 1,360m 1,522m
Assets 954m 1,172m
Deficit (405m) (349m)
Funding level 70% 17T%

Increase in funding level, and reduction in deficit, at the 2016 valuation
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Why has the funding position
changed?
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