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LGPS and SAB Update

A canter through.....

» Statutory SAB

* Annual Report

 Deficit management

« Cost management

* Freedom and choice plus..

* Anything else keeping me awake at night

www.local.gov.uk



The statutory SAB

» Established under PSP Act 2013
* Advise Sec of State and Scheme Managers
* Transition from existing shadow board

* Process for formal appointment of chair and
members by Secretary of State

« 2-12 members (having regard to equal numbers
of employers and members)

* Plus up to three others (down from 8)
« Committees and working groups to be reviewed




SSAB work so far.........

* Analysis of and response to call for evidence
* Annual report

* Valuation report

» Confirmed employee contributions

» Counsels opinion on flduuary duty

« Governance guidance
* ABS guidance

* |l Health reform

« www.lgpsboard.org

LGPS Advisory Board



http://www.lgpsboard.org/

Asset allocation charts based on aggregated Net Asset Statements as at 31 March 2013

Asset class

Fixed interest

Index-linked

Equities

PlVs
Property

Other
Total

Asset type £000s
Fixed interest UK [ | 7,984,023
Fixed interest Overseas [ | 4,120,079
Index-linked UK (where stated) [ | 4.500,464
Index-linked Overseas [ | 492,975
Equities UK [ | 32,726,966
Equities Cverseas 36,383,788
73,570,975

Property PIVs [ | 5,139,140
Property (Direct investment) [ | 4,390,541
[ | 9,869.809

Total asset allocation

Asset class
Other

Total

%
4.4%
2.3%
2.5%
0.3%

18.2%
20.2%
40.8%
3.4%
2.4%
5.5%

Other asset allocation

Asset type

Cash Deposits

Private equity

Other balances

Other (including aggregated private equity/infrastructure/cther)
Infrastructure

Derivatives

£000s
12,104,102

4,993,435

69,110,754

73,570,975
10,529,681

9,869.809
180,178,760

£000s
4,187,568
3,413,723
340,651
701,254
547,260
179,353
9,869,809

6.7%

2.8%

38.4%

40.8%
5.8%

5.5%
100.0%

%
42.4%
34.6%

8.5%
7.1%
5.5%
1.8%
100.0%

Scheme
Annual
Report —
what we
know

Direct UK Equities
£33b




Asset class

Fixed interest

Index-linked

Equities

PlVs
Property

Other
Total

Asset class
Other

Total

Asset type

Fixed interest UK

Fixed interest Overseas
Indexinked UK (where stated)
Index-linked Cverseas
Equities UK

Equities Cverseas

Property PIVs

Property (Direct investment)

Asset type
Cash Deposits
Private equity

Other balances

£000s
7,984,023
4.120.079
4,500,464
492,975
32,726,966
36,383,738
73,570,975
6,139,140
4,390,541
9,869.809

Other (including aggregated private equity/infrastructure/cther)

Infrastructure

Derivatives

%
4.4%
2.3%
2.5%
0.3%

18.2%
20.2%
40.8%
3.4%
2.4%
5.5%

£000s
12,104,102

4,993,435

69,110,754

73,570,975
10,529,681

9,869.809
180,178,760

£000s
4,187,568
3,413,723
340,651
701,254
547,260
179,353
9,869,809

%
6.7%

2.8%

38.4%

40.8%
5.8%

5.5%
100.0%

%
42.4%
34.6%

8.5%
7.1%
5.5%
1.8%
100.0%

Scheme
Annual
Report —
what we
wished we
knew

Pooled
Investment
Vehicles £74b?7?




Membership profile (sourced from GAD data) o

The information and analysis on this page is based on that provided to the Government Actuary's Department (GAD) by

local autherities (and includes Environment Agency funds) for the purpose of the 2013 National Medel Fund valuation.

This was supplied greuped and rounded by age and salary, therefore totals may differ from elsewhere in the annual report
due to this. The shape of the charts should provide a reasonably accurate picture of the Scheme as a whole; however,

memberships figures in the tables are shown to the nearest thousand to avoid over confidence in implied precision.

Report —
Age Number of Average salary

members 000s (FTE £pa)
16-19 7 11,800 h
2024 52 15,100 W at We
2529 102 18,500
3034 144 20,900 k
3539 167 21,000 n OW

20,600
21,100

40-44
45-49

253
313

5054 0o
5559 229 22,100
65064 "7 21,400 : o -
Click on the chart for a larger view in a new tab/window
27 Average age 47
70-75 4 16,400

The average age of active membership is about 47 years and average salary was around £22 000 pa.

Pay band Cont rate %

Up to £13,700 55%  136%

£13,701 to £16,100 58% 14.7%

£16.101 to £20,800 59% 27.7% i Average pay £22k
£20,801 to £34,700 65%  341%

£34 701 to £46 500 68%  7.2% i

£46,501 to £87,100 72%  25%

Ower £87,100 7.5% 0.2%




T Scheme
Annual
Report -
what we
wished we

The tetal number of employers listed in the Fund annual report and accounts was 9,340 his tetal includes active and k n ew

ceased employers as well as scheduled and admitted bedies, including cutscurcing compaives, academies efc.

These figures may differ frem employers listed in actuarial valuation reports, as inactive employerssyth no active or
deferred pensicner members may or may not be included.

Fund administering Count of Average number of employers
authority type funds per fund
Metropolitan Districts I 241
I
Ceounty Councils 38 183
: — 9,340 employers???
Wales 8 46

. . - Active employers?
Types of employers?

The chart shows how the average number of employers differs between the types of administering autherity. County
council administered funds typically have more participating employers compared with Lenden boroughs. The 'Cther’
categery comprises the Londen Pension Fund Autherity, Transport Autherities and the Envircnment Agency funds.




Deficit management

* No magic bullet

« Standard measure of funding (£46b or
£28b7?)

« Contributions — stability v sustainability

« Best practice in employer management

* Increased flexibility for exits

* |ldentify and assist where needed

* More informed LDI approach

www.local.gov.uk



Net discount rate

All LGPS Funds - 2013 Funding levels vs Net discount rates

4.5%
4.0%
3.5%
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Cost management

« TwoO processes

* One by SAB that looks at total cost (19.5%),
Includes 50/50 and uses scheme specific
assumptions

* One by HMT that is employer cost only, has
a different target and only triggers at 2%

So how do they work together? %/
@

l’;

www.local.gov.uk
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Cost Management
Scenario 1- SAB process triggered but HMT ok

SAB

process

www.local.gov.uk
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Cost Management
Scenario 2- SAB process ok but HMT triggered

SAB

process

www.local.gov.uk



choice 3 .
o AMOTATE
OF PGLFIDAL
s FREEDOM
2 \) WILLSATISFY
/2 THE HUNGRY

MASSES.”
quaieswave.com =

- Vladimir Lenin
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Freedom and choice

» Transfers to DC —
compulsory advice
and possibly more?

* AVCs — DC or not
DC?

* What about more
freedom for those
oppressed by DB?

www.local.gov.uk



Other stuff

 New counsel’s
opinion

 Academies

 |IORP Il and
separation

* Councillors

« Contracting out....

LGPS spinning plates display team
2014-16
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Disclaimer

The information contained in these slides has been
prepared by the LGPC Secretariat, a part of the Local
Government Association (LGA). It represents the views of
the Secretariat, based on our current understanding of
the law. It should not be treated as a complete and
authoritative statement of the law. Readers may wish, or
will need, to take their own legal advice on the
Interpretation of any particular piece of legislation. No
responsibility whatsoever will be assumed by the LGPC
Secretariat or the LGA for any direct or consequential
loss, financial or otherwise, damage or inconvenience, or
any other obligation or liability incurred by readers
relying on information contained in these slides.

www.local.gov.uk



