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State Benefits

- Old age pensions act 1908 — First state pension

1942 — Beveridge Report - Social Insurance and Allied Services
« National Insurance Act 1946 — Basic State Pension (BSP)

- Earnings related top-ups

* National Insurance Act 1959 - Graduated Retirement Benefit (GRB)

« Social Security Pensions Act 1975 - State Earnings-Related Pension Scheme
(SERPS)

«  Child Support, Pensions and Social Security Act 2000 - State Second Pension
(S2P)

«  Pensions Act 2008 — Automatic Enrolment

*  Pensions Act 2014 - Single Tier Pension (effective April 2016)
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Trust-based Pension Schemes
Governing framework

Scheme
documents

 Balance of Powers

- Benefitspayable ~ —— "

* Beneficiaries
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Governing Framework
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 Balance of Powers
» Benefits payable
* Beneficiaries

Scheme
documents

Trust Deed

and Rules

External
influences

*Old code rules (pre
1970)

*Post 1970 rules
*1987 regime

*1989 regime

*A-day & simplification
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Governing Framework

Scheme External
documents Influences

_ *Pensions Act 1993
PenSthS «Pensions Act 1995
Legislaﬁon *Pensions Act 2004

* Balance of Powers
* Benefits payable
» Beneficiaries

+Old code rules (pre 1970)
*Post 1970 rules

+1987 regime

*1989 regime

*A-day & simplification
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Governing Framework

Balance of Powers
Benefits payable
Beneficiaries
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Scheme
documents

External
Influences

Pensions

Legislation

* Pensions Ombudsman

* The Pensions Regulator

* Financial Conduct Authority

* The Pension Protection Fund

* Pensions Act 1993
* Pensions Act 1995
* Pensions Act 2004

* Old code rules (pre 1970)
*Post 1970 rules

+1987 regime

+1989 regime

* A-day & simplification

Private and Confidential

7



Governing Framework

» Discretions
* Interpretations
*  Precedents

» Balance of Powers

* Benefits payable
* Beneficiaries
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Scheme
documents

Custom and
Practice

Trust Deed and
Rules

External
influences

Pensions
Legislation

* Pensions Ombudsman

* The Pensions Regulator

* Financial Conduct Authority

* The Pension Protection Fund

* Pensions Act 1993
* Pensions Act 1995
* Pensions Act 2004

+ Old code rules (pre 1970)
* Post 1970 rules

+ 1987 regime

+ 1989 regime

* A-day & simplification
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Pension Scheme Life Cycle

2
O Broadstone

» Accepts
new
members

 Long-term
time
horizon

* Full
exposure to
DB risk

Closed -

members

* No new
members
e Limit DB
risk to
existing
members
» Often DC
for new
employees

Closed — new
benefits

» Benefit
accrual
ceases So
no active
members

 Impact on
scheme
cash flow
and
investment
strategy

Termination

* No
remaining
assets or
liabilities

* Empty trust
terminated /
wound up
by deed

* Annuity

purchase /

Transfer to

PPF
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Termination — PPF or Wind-up?

Termination Event
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Termination — PPF or Wind-up?

Transfer to PPF if: Wind-up If:
* Insolvent employer « Solvent employer
and or
« Deficit on PPF (s143) basis and  Surplus on PPF basis
» Other PPF criteria satisfied or

* Ineligible for PPF
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PPF Assessment Period

 Minimum 1 year, target less than 2 years
« Admissible Rules
* Trustees’ duties continue

Member identification

 Liability determination

- Data cleansing

« Member communication

- PPF acts as Creditor (e.g. debt recovery)
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PPF Compensation

Scheme benefits

ASSESSMENT DATE
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PPF Compensation

 100% of scheme benefit if over NRA

* 90% of scheme benefit if below NRA

*  Subject to a monetary cap of £36,018 (2019/20), with long service adjustment

* Pre-NRA revaluation
*  RPI/CPI (max 5% / 2.5% pa)

* Post-NRA increases
*  CPI (max 2.5%) for post 97 benefits only

50% spouses’ pensions (post commutation)

» Can be significantly lower than scheme benefits
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Wind-up (outside PPF)

* Trustees’ duties continue
Member identification
Liability determination
Data cleansing

Member communication
- Trustees act as Creditor, e.g. Debt on Employer
- Section 75 Debt = shortfall on buy-out basis

Note that the above actions largely completed if been
through PPF Assessment Perio
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* Priority order of securing benefits
« Qverriding legislation first, then scheme rules

- Statutory Priority Order (changed over time, but since 2005):

Expenses, AVC etc.

PPF level of compensation

(buy-out cost)

All other benefit
entitlements

Any assets left, revert to
rules
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Broadstone

Bob Jenkinson
Senior Consultant
+44 (0)117 9378 766
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Broadstone

Broadstone Benefits Consultancy Limited (BBCL), Broadstone Consultants & Actuaries Limited (BC&AL), Broadstone Corporate Benefits Limited (BCBL), Broadstone Financial Solutions Limited (BFSL)
and Broadstone Pensions Limited (BPL) are companies registered in England and Wales with Companies House numbers 06681835, 07 165366, 07978187, 02131269 and 06321397 respectively with
their registered offices at 100 Wood Street, London EC2V 7AN. BBCL, BCBL and BFSL are authorised and regulated by the Financial Conduct Authority (Financial Services Register numbers 556015,
587699 and 134771 respectively). BPL is regulated by the Institute and Faculty of Actuaries in respect of a range of investment business activities. Broadstone Risk & Healthcare Limited is a company
registered in Scotland, with Companies House number SC191020. Its registered office is at 221 West George Street, Glasgow, Scotland, G2 2ND and it is authorised and regulated by the Financial
Conduct Authority (Financial Services Register number 308641). Each of the above companies use the trading name Broadstone, which is a trademark owned by BCBL and used by companies in the

Broadstone group.

Nothing in this presentation should be considered as granting any licence or right under the Broadstone trademark nor should you attempt to use, copy, adapt or attempt to register any similar trademark
to the Broadstone trademark appearing on our website or in the information contained herein.

Whilst care has been taken in preparing this presentation it is for information only. Unless otherwise made clear, it is not, and should not be construed as bespoke advice, and accordingly no reliance
should be placed on the information contained herein and no assurances are made as to their accuracy. Please contact Broadstone to discuss matters in the context of your own particular

circumstances.

Past performance of an investment is no guide to its performance in the future. Investments, or income from them, can go down as well as up and you may not necessarily get back the amount invested.
Any Technical Actuarial Work contained within this report complies in all material respects with Technical Actuarial Standard 100: Principles for Technical Actuarial Work (TAS 100).

This document is only for your use and must not be circulated to anyone else without the consent of Broadstone.
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