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Final Salary to CARE

e Impact
closely travk

OWar GOS -
+ Fulure service

¢+ Hution Report
— Mirxed benefits

Background srra Pension Scheme

& Multi-employer defined benefit pension scheme,
managed by the Pansions Trust

e "Last Man Standing’ arrangemant

&« Reviewed in 2007

100%: retalned for axis
- 84% for new staff

= Consultancy exercise 1o review benefit structure in
summer 2010

G
(13

Defined Benefit - risks

& Build assels to pay benefits when due based upon
contributions and investrment return

s Unknown cost
a  Assumes scheme continues
= Lengthening longevity

= Nuch higher liability on exit/closure

&
L

Background

o Extendad choice of benefit options to be offered from
Aprit 2011
~ Finat salary with 80 accruat

Average Revalusd Eamings (CARE) with a0t

acerual

- CARE with 70 acoria)
- Care with 80M Contracted-out

~ Gare with 120" Coniractad-inWHHA are mentbers of fhe
BFHA Pansion Scheme

e Current benefit structure is final salary with sot
accrual

s ‘Employer covenant’ "
& Weaker employers forced to move to 1200 mooe%@

SFHA Pension Scheme

= Most recant acluarial valuation carried out as at 30
September 2009

e Funding basis is weak compared to "prudent” funding
valuation basis

e High levels of asset retums assumed

= Adiustment to a more “prudent” funding basis could
tnorease liabilifies by more than 10%

& Recent investment changes reflect acceptance of lower
refurng

e [nconsistent with funding approach

SFHA Funding position

1400

: - 1223
1200 e

1000

879,

£/000,000

Sl

294.6

2003 2006 209 2012
—Assets  ~—LlabllityOn-going  ---Liability CessatTen

Ll
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Leave the SFHA Pension Scheme

&  [f THA lsave the SFHA Pension Schame, buy-out
debt must be paid to the Scheme

& £18,092,007 at 30 Septamber 2009

* Includes "orphan” lia

= Amount of debt is volatile and is likely fo increase
over time

»  Growth plan debt at 30 September 2009 was
£46,347 .86

kB
o9

Ceasing participation

@ Cease participation in the SFHA Pension Fund and
provide ali future pension entillement with a defined
contribution arrangement

& Major step given financial and HR implications

= is cessation cost affordable?

a i the SFHA Pension Scheme were closad, the cost
could be spread over time

Limiting new members

s Closure to new entrants

Incw

SEHA e
- Revises basis of defici pay
& Couid limit the eligibility of new members

-~ Exact terms ionin the SFHA Pension Sol

wilalef naad] ravi

Employer consultation

o Revised coniribution rates proposed

A7.8% {ine 10.2%) -

iy e

& Move from 213 mm;nmcwm_‘_ 113 employae sp v

o Rates are payable on pensionable salary from 1 Apdl 2011

a  Pastservice fully paid by employer

& fulure service cost splil S0/80 between employer and mBEDMMM

Past service cost

a 10.4% over 15 years
- From 5.3% over 12 vears from 30/2/05 ta 31/3M1

a [f closed to new entrants based on higher of salary at
Sept 2008 / salary at point of closure

«  Confribution increases at 4.5% per annum
regardless of payroll

& If no payroll increase rise to 19.2% affactive
& If 3% pa payroll increasea rise 1o 12 7% affactive
e« Bguivalent to @14.4% level

2
=D

Past service cost

a  Spread over each employer based on safary roll
& Doesnt take account of liabilty which each employer
has built up

o Considerations if next valuation is on the same basis
- Ay increasa in Saary nereasy defict cont
lo minirise satary roll which is pension

&« Basis is unsustainabie in the longer term and may
well change to reflect each employer's liability

- Then ne reason not to recag FRE 17
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Next steps

w  heed to fully understand financial position to make
informed decisions

- Future risks
- Cantribution atfordabdity — nove snd o the future
« |Legal implications?

e Communicale with scheme within timescales
o  Raad lo be able to communicate impact of change to staff

e Briefings / Hustrations
& Comparison model




