HYMANS 35 ROBERTSON

Hymans Robertson LLP has carried out an actuarial valuation ¢f the London Borough of Lambeth Pension Fund
{"the Fund"} as at 31 March 2010, details of which are set out in the report dated 28 March 2011 {*the Repart”),
addressed to the London Borough of Lambeth ("the Client”). The Raport was prepared for the sole use and
benefit of our Client and not for any other party; and Hymans Robertson LLP makes no representation or
warranties fo any third party as to the accuracy or completeness of the Report.

The Report was not prepared for any third party and it will not address the particular interesis or concems of any
such third party. The Report is intended to advise our Client on the past service funding position of the Fund at
31 March 2010 and employer contribution rates from April 2011, and should not be considerad a substiiute for
specific advice in relation fo other individual circumstances. ‘

As this Report has not been prepared for a third party, no reliance by any party will be placed on the Report. it
follows that there is no duty or liability by Hymans Robertson LLP {or its members, pariners, officers, emplovees
_and agents) to any party other than the named Client.  Hymans Robertson LLP thersfore disclaims afi liability and
responsibility arising from any reliance on or use of the Report by any person having access to the Report or by

anyone who may be informed of the conients of the Report.

Hymans Roberison LLP is the owner of all intellactuat property rights in the Report and the Repoﬁ is protecied by
copyright laws and treaties around the world. All rights are reserved.

The Report must not be usead for any commerciai purposes unless Mymans Robertson LLP agrees in advance,
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Executlive summary

| have carried out an actuarial valuation of the London Borough of Lambeth Pension Fund {'the Fund’) as at 31
March 2010. The results are presented in this report and are briefly summarised below.,

Funding position
The table below summarises the financial position of the Fund at 31 March 2010 in respect of benefits earned
by members up 1o this date,

Market Value of Assets ’ 765
Surplus / (Dedicit) (280)
Funding Level 72.5%

The results show that the Fund had not met its objective of holding sufficient assets to mest the estimated
current cost of past service benefits at 31 March 2010. The funding level has fallen from 80.9% at the previous
valuation at 31 March 2007 to 72.5% at this valuation. This has resulted in the deficit increasing from £172m at
31 March 2007 to £290m ai 31 March 2010.

" The deterioration of the funding position reflects the adverse conditions which the Fund has had to contend with
~ since the previous valuation. In particular, investment returns for the three years to 31 March 2010 were poorer
than anticipated.

Contribution rates

The table below summarises the average employer contribution rate thét would be required, based on this
triennial valuation.

Future Senvice Rate : : 16.8%
Past Senice Adjustment (20 year spread) 12.6%
Total {Common) Confribution Rate 29.4%

The common contribution rate for the whale Fund at 31 March 2010 is 29.4% of pay. This comprises the
anticipated cost of new benefits being eamed by members in future {16.8%) plus the additicnal contributions
required to repay the deficit over a 20 year pefiod (12.6%). These rates are in addition to the contributions that
will be made by members. Expressing deficit payments in monstary amounts rather than as a percentage of pay
equates io payments of £16.9m per annum increasing at 5.3% per annum. The total contribution rate would
therefore be 16.8% per annum plus £186.9m per annum increasing.

The common contribution rate is a theoretical figure — an average across the whole Fund. In practice, each
employer that participates in the Fund has its own underlying funding position and circumstances, giving rise to
its own contribution rate requirement. Accordingly, an adjustment to the common rate has been determined for
each employer. The minimum contributions to be paid by each employer from 1 April 2011 to 31 March 2014
are shown in the Rates and Adjustments Certificate in Appendix H.
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Assumptions

The resuits shown above make a prudent allowance for the expeciation that the Fund’s equity-typs investmenis
will putperform gilts/bonds over the iong term ~ the latter baing in theory a closer match to the Fund's Eabilities.
if we were to make no allowance for this anticipated ouiperformance, | estimate that the funding level at 31
March 2010 would be 54%, the deficit £664m and the commen coniribution rate 53.2%.

My calculations explicitly allow for the change in benefit indexation from RPi to CPI, as announced in the
Emergency Budget of June 2010. No aliowance has been made for the possible effect on the Fund of the
outcomes of Lord Hutton's review of public sector pensions as these are still uncertain at the time of writing.

The results of the valuation are highly sensitive to the actuarial assumptions 1 have made about the future, If
actual future demographic and economic experience does hot match these assumptions, the financial positio'n
of the Fund could improve or detericrate materiaily. This is precisely why the position of the Fund is monitore
via regular valuations. ' ‘ '

Pater Summars
Fellow of the Institute and Facuity of Actuaries
For and on behalf of Hymans Roberison LLP

28 March 2011
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Infroduction

| have carried out an actuarial valuation of the London Borough of Lambeth Pension Fund as at 31 March 2010.
This is my report to London Borough of Lambeth (‘the Administering Authority’) on the results of the valuation.

Purpose _
The main purposes of this valuation are:

. 1o assess the extent to which the Administering Authority's funding objectives were met at 31 March
2010;

. to identify the future coniributions payable by the employers that participate in the Fund in order to meet
the Administering Authority's funding objectives;

. to enabie completion of all relevant ceriificates and statements in connection with all relevant regulations;

. to comment on the main risks to the Fund that may result in future vola'tility in the funding position or to
employers’ contributions. '

Scope ) . .

This report is provided solely for the purpose of the Administering Authority fo consider the management of the
Fund and, in particular, to fulfil their and my statutory obligations. it should not be used for any other purpose
(e.g. for accounting purposes under FRS17 / 1AS19 or termination valuations under Regulation 38 of the
Adminisiration Regulations). It should not be released or otherwise disclosed to any third party except as
required by taw or with my prior written consent, in which case it should be released in its enfirety. This report
can be passed to the Fund's employers for the purpose of providing information on the funding position at 31
March 2010.

Hymahs Robertson LLP accepts no liability to any ofher party unless we have expi‘essiy accepted such liability.

" Reliances and limitations

This valuation report complies with all of the relavant regulations and professional standards, as set out in
Appendix A. '

The figures in this report are based on our understanding of the benefit structure of the LGPS as at 31 March
2010. Details of this are provided in Appendix B.

The results of the valuation are dependent on the quality of the data provided fo us by the Administering
Authority for the specific purpose of this valuation. | am satisfied that the data provided was fit for the purposes
of this valuation. This data is summarised in Appendix C.
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About the Fund

The Fund is part of the Local Government Pension Scheme (LGPS) and is a multi-employer defined benefit
pension scheme. [tis contracted out of the Sfate Second Pension.

Funding Strategy Staternent .

The Administering Authority preparés a Funding Strategy Statement (FS8} in respect of the Fund, in
coliaboration with me (the Fund's actuary) and after consultation with the Fund's emplovers and investment
adviser. The FES has been reviewed as part of the 2010 triennial vaivation exarcise and | have taken account
of this as part of my valuation of the Fund.

Funding objectives
The objectives of the Fund's funding policy are broadiy as follows: -

» o ensure the long-term solvency of the Fuhd as a whole and of the share of the Fund attributable o each
individual employer;

s to ensure that sufficient funds are available to meet all benefits as they fall due for payment;

e notto restrain unracessarily the investmant Strétegy of the Fund, so that the Administering Authority can
seek to maximise investmeant returns {and hence minimise the cost of the beneﬁts} for an appropriate
level of risk; ‘

. o minimise the degree of shori-term change in the lavel of each emplover's contribuiions where the

Admirisiering Authority considers it reasonable to do so;

® o use reasonable measures to reduce the risk to other empioyers and ulimately to the Council Tax payer
from an employer defaulting on ItS pension obligations.

CWhat are the Fund’s labifities?

The Fund’s abilities are essentially the benefits promised to Fund members (past and current contributors} and,
upen their death, any benefits promised to their dependanis. This valuation places a curreni or present vaiue on
these liabiiities in order to arrive at an estimated cost at the valuation date.

It is important 1o realise that the resulis of this valuation can only ever be an estimate. The actual cost of
providing members’ bensfits is not known in advance, as it'will be influenced by future events which are
uncartain,

The final cost of mambers’ bensfits will depend on three main faciors;

(i}  The benefits promised to members,

The Fund provides pensions and other benefits to members and their beneficiaries. The benefils in force
on the valuation date are set out in the following pieces of legisiation:

® The Local Government Pension Scheme (Benefits, Membership and Contributions) Reguiations
2007 {the “Benefits Reguiations”) as amended.

& The Local Government Pension Schame (Administration) Reguiations 2008 {the “Administration
Reguiations™} as amended.
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{ii}

(iif)

o The Local Government Pension Scheme (Transitional Provisions) Reguiations 2008 (the
"Transitional Regulations”) as amended.

These benefits are commaon to all employers participating in the Fund.

The benefits and member contributions payable by and to the LGPS respectively were amended with
effect from 1 Aprit 2008. The results presented in this valuation report make full aliowance for these
changes. ' :

There are a small number of discretionary powers that may be exercised by the Administering Authority
or by individual employers. With the exception of an employer's power to augment a member’s benefits or
to aliow a member to receive their benefits earlier than planned without reduction (e.g. upon early
retirement) | would not expect the exercise of these powers to have a material effect on the valuation
results. In any event, | would expect additional employer payments, in addition o the employer
contributions set out in the rates and adjustments certificate, to be made in respect of such events uniess
agreed otherwise. '

The profile of the membership.

The profile of the members (e.g. their pensionable pay, age. sex and category) affects how much their
future benefits wili ultimately cost the Fund.

The cost of the benefits is expressed as a percentage of the pensionable pay of employee members. As
the proportion of pensioner and deferred members increases relative to employee members so the
contribution rate (as a percentage of pay) becomes more sensitive fo the funding position and not simply
the cost of new benefits being earned by members in future. A summary of the data at this and the
previous valuation is given in Appendix C.

The levet of benefits paid, when they will come into payment and how long they will be paid for.

Al of these factors depend on future exparience, such as when members will retire and how long they will.
live for after retirement. in assessing the anticipated cost of members’ benefits, | need to make
assumptions about this future experience. . | explain these actuarial assumptions later in this report.

The purpose of the valuation is to assess how much the Fund needs to hold now to pay thase benefits, taking
account the above factors and its funding objectives.

What are the Fund’s assets?

The Fund's assets are invested by the Administering Authority. The market value of assets at 31 March 2010
(excluding money purchase AVC funds) was £765m, as shown in the audited accounts for the Fund for the
period ending on 31 March 2010 that have been provided to me by the Administering Authority. No part of the
Fund was comprised of insurance policies at 31 March 2010.
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Funding method and assumptions

| have used a funding method and set of assumptions for this valuation that are consistent with the
Administering Authority’s funding chjectives set out in its Funding Strategy Statement. The methodology and
assumptions are described below, and in more detall in Appendix D and Appendix E respectively.

Funding methad
For this valuation, as for the previous valuation, | have used a funding method which identifies separately the

estimated cost of members’ benefits in respect of scheme membership completed before 31 March 2010 (‘past
service’) and in respect of scheme membership expected to be completed after 31 March 2010 (future service').

Past servics .

The method | have adopted compares the assets (taken at market valug) with the vaiue placed on the Fund's
past service fiabilities (calculated using a market-based approach) at the valuation date. . By maintaining & link to
the market in both cases, this helps ensure that the asseis and liabilities are valued in a consistent manner. My
calculation of the Fund’s liabilities also explicitly allows for anticipated future pay and pension increases.

The funding level.is the value of the assets divided by the vaiue of the past service liabiliies. Where the funding
level is greater than 100% there is a surplus in the fund {i.e. where assets are greater than the value of the past
service benefits). Where the funding level is less than 100% there is a shorifali (i.e. where the assets are lower

than the value of the past service benefits). The funding target is to achisve a funding level of 100% over a
speciic period.

Future service

To determine the contribution rate required to cover the estimated cost of future service benefits, ! have adopted
the following methods:

.« For the Fund as a whole and for employers who will continue o admit new entrants to the Fund; the
*Frojecied Unit Method”,

o For employers who no longer admit new entrants to the Fund: the “Attained Age Method”.

In both cases, an allowance for the anlicipated future expenses of the Fund is added io the caloulated
contribution rate. : '

Total contribution rate
The total contribution rate comprises the future service rate plus any “past service adjustment”.

~ The past service adjusiment is the additional employer contribution required to bring the funding level back to

100% over an agreed period if there s a deficit (conversely, a coniribution reduction can apply if there is a
surplus). The past service adjustment can be expressed as 2 monstary amount or as a perceniage of the value
of the members’ pensionzable pay over the period.
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Actuarial assumptions
In the actuarial valuation, | must use assumptions about the factors affecting the Fund’s finances in the future.
Broadly speaking, our assumptions fall into two categories — financial and demographic.

Demographic assumptions typically iry to forecast when exactly benefits will come into payment and what form
these will take. For example, when members will retire (e.g. at their normal refirement age or earlier), how long
they will then survive and whether they will exchange some of their pension for tax-free cash.

Financial assumptions typically try to anticipate the size of these benefits. For example, how large members’
* final salaries will be at retirement and how their pensions will increase over time. In addition, the financial )

assumptions also help us to estimate how much all these benefits will cost the Fund in today’s money.

Details of our recommended assumptions for this valuation are set out below.

Financial assumptions
A summary of the main financial assumptions adopted for the valuation of members’ benefits are shown below.

"Gilt-based” discount rate plus an Asset Ouiperformance
Assumption of 1.6% p.a. :

Price Inflation (CPI) Market expectation of long term future inflation 3.3% -
as measured by the difference beiween yields '
on fixed and index-linked Government baonds
at the valuation date, less 0.5% p.a.
Pay increases” “ICPI plus 2.0% p.a. 5.3% 2.0%
"Gilt-based" discount rate Yield on fixed interest (nominat) and index-linked (real) 4.5% 1.2%
Government bonds :
Funding basis discount rate 6.1%

2.8%

* 19 p.a. for 2010/11 and 2011/12, reverting to 5.3% p.a. thereafter. Plus an allowance for promotional pay

irncreases.

Discount rate

The funding valuation is effectively a budgeting exercise, to assess the funds needed to meet the benefits as

they fall due. in order to place a current value on the future benefit payments from the Fund, | need to ‘discount’

these fufure cashflows back to the valuation date at a suitable rate.

Different valuations can be categorised by the approach taken to setfing the discount rate. For example, under
the accounting standard FRS17, the discount rate is determined as the yield on AA-rated corporate bonds. By
comparison, a discontinuance valuation will fikely use the yield on suitably dated Government bonds. Fora
funding vaiuation such as this one, | have set the discount rate by taking into account the Fund’s current and
expected future investment strategy and, in pariicular, how this strategy is expected to outperform the returns
from Government bonds over the long term. 1 allow for this by appiying an Asset Outperformance Assumption,
which is effectively a margin in excess of the vield available on Govemment bonds.

For the purposes of this valuation, | have gdopted an Asset Ouiperformance Assumption of 1.6% p.a. This
results in a discount rate of 6.1% p.a. :
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The selection of an approprizte Asset Outperformance Assumption is 2 matter of judgement, based on avallable
evidence. lf is one way of measuring the degree of prudence in the funding strategy. | believe that an Assst
Cutperformance Assumption of 1.8% p.a. is a prudent one for the purpeseé of this valuation. However, the
degree of risk inherent in the Fund's investment strategy should always be considered as fully as possible when
setting out a funding sirategy.

Prige nfistion / pension incraases

The Chancelior of the Excheguer announced in his Emergency Budget on 22 June 2010 that the Consumer
Price Index {CP1) rather than the Retail Prices Index {RPI) will be the basis for future increases to public sector
pensions in payment and in deferment. | have aliowed for this in my valuation calculations s at 31 March 2010.

At the previous valuation. the assumption for RPI was derived from market data as the difference between the
yield or long-dated fixed interest and index-linked government bonds. - At this vaiuation, | have adopted a similar

approach. However, | have then adjusted this market-derived RPI rate downwards by 0.5% p.a. to derive the
assumption for CPL

Balary incressss
My long term assumption for salary increases is RPi plus 1.5% p.a. This translates to CPlplus 2.0% p.a.

However, the Government has announced that pay for pubilc sector employees will be frozen for a period of two
years, with a fiat increase of £250 baing applied to all those earning jess than £21,000 p.a. Alhough this “pay
freeze’ does not officially apply to local government employers, it has been suggested that they will be expacted
to show similar restraint in respect of pay awards. Based on an analysis of the membership in LGPS funds, !
believe that the average expected increase in pensionable pay across all emplovers should be around 1% p.a.
for the next two yaars. | have set the salary increase assumption at this valuation to 1% p.&a. for 2010/11 and
2011/12. After this point, the assun'}ptioh wili revert back o the iong-term rate of CPF plus 2.0% p.a.

Note that this assumption is made in respect of the general level of salary increases {e.g. as a result of inflation
and other macroeconomic factors}). 1 have also made a separate allowance for expected pay rises granted in
the future as a result of members achieving promotion. This assumption takes the form of a set of tables which
model the expected promotional pay awards based on each member's age and class. '

Longevity .
The main demographic assumption to which the valuation results are most sensitive is that relating to the

lengevity of the Fund's mambers. For this valuation, | have adopied assumptions which give the following
sample average future life expectancies for members:

L

2007 valuation longevity 207 23.6 18.6 22.5
2010 valuation - baseline 18.1 20.8 18.1 26.8
2010 valuation - improvements 22.0 24.8 20.1 22.9

Further details of the mortality assurnptions adopted for this valuation can be found in Appendix E, Note that the figures for actives and
deferreds assume that they are aged 45 at the valuation date.
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Assets

{ have taken the assets of the Fund into account at their market value as indicated in the audited accounts for
the period ended 31 March 2010, ’

In my opinion, the basis for placing a value on members’ benefits is compatible with that for valuing the assets -
both are related to market condificns at the valuation date.
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Funding positicn at 31 March 2010

The Administering Authority has prepared a Funding Strategy Statement which sets ouf its funding objectives
for the Fund. iIn broad terms, the main funding objective is tc hold sufficient agsets in the Fund to meet the
assessed cost of members’ past service benefits and the main contribution objective is to maintain a relatively
stable employer contribution rate. These objectives are potentially conflicting.

Past sorvite

In assessing the exient to which the past service funding objective was met at the valuation date, | have used
the funding method and aciuarial assumptions described in the previous section of this report. My resulis are
presanted in the form of a ‘funding level’. This is the ratio of the value of assets 1o the assessed cost of
members’ past service benefits {(based on service accrued by members prior to the valuation date), A funding
level of 100% would gorrespond 1o the objeciive being met exactly. The table below compares the vaiue of the
assets and liabilities at 31 March 2010,

Past Service Posifion ~ {Em}
#ast Serdce Ligbilities
Employess - 302
Daferred Pansioners 280
Pansioners 483
Total Liahilities 1058
Market Value of Assets 765
Surplus [ {Deficit) {290}
Funding Level 72.5%

The main funding objective was not met: there was a shortfall of assets to the assessed cost of members’
benefits of £250m.

Fulyre service

| have calculated the average long-term contribution rate that the Fund employers would need to pay to meet
the estimated cost of members' benefits that will be sarned after 31 E\/%arch 2010 (the “future service contribution
rate’}. Again, | have used the method and assumptions set out in the prev;ous section of this report. The
resuiting contribution rate is that which should {if the actuarial assumptions about the future are borne out in
practice} ensure that the Administaring Authorily's main fu'&ure service funding abjective is met. The table belo
details thiz fulure service condribuiion rate:

Future service rate - Yof pay
Cost of new benefits eamed in future 22.9%
Expenses 0.8%
Total 23.7%
Emplovee contribution rate £.9%
Future service rate (employer) | 16.8%
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Note that this future service contribution rate makes no allowance for the £290m past service shortfall in the
Fund described above. The employee contribution rate includes any Additional Voluntary Contributions being
paid infe the Fund by employees as at 31 March 2010.

The average future service rate for Fund employers is 16.8% of pensionable pay. This rate is caloulated at 31
March 2010 and, in theory, forms part of the total contribution rate payable by employers from 1 April 2011.
However, in practice, | have calculated a future service rate for each employer which is based on their particular
circumstances and their total contribution rates are based on this, rather than the average future service raie for
the Fund as a whole.

A comparison of the results of this valuation and the previous one at 31 March 2007 is providéd in Appendix F.
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Funding position: changsas since the previous valuation

The previous formal actuarial valuation of the Fund was carried out with an effective date of 31 March 2007.
Singe then, therg have been changes fo the Fund and #ts membership and o the economic environment in

which the Fund operates. Many of these changes' have affected the valuation results and these are
summarised below.

Changes to the Fund's benefl structurs

The various changes to the bensfit struciure of the L.GPS that izock effect from 1 April 2008 were detailed in the
previous valuation report dated March 2008. As { had already made an allowance for these changes in my
valuation caicuiations at 31 March 2007, they are not responsible for the change in the funding position between
31 March 2007 and 31 March 2010.

Thanges to the Fund's membership

The Fund membership has changed since the previous valuation, as new emp%oyee members-have joined the
Fund and members have left the Fund, refired and died. Whilst membership changes were anticipated at the
previous valuaiion, the actual changes have inevitably not exactly matched the assumptions made at the
nrevious valuation. '

Chanpes o the Pund's assels

The Fund’s assets have been augmented by emplover and employee confributions pai d in and transfer values
received. Fowever, the assets have been depleted by retirement benefit payments, fransfer values, refunds
paid and payment of administration and other expenses. Most importantly, investment returns for the three
vears io 31 March 2010 were much lower than anticipated. '

Overall, the Fund’s assets have grown since the previous valuation but by & much smaller amount than
anticipated. This has had an adverse impact on the funding position.

Changes fo the estimated cost of the Fund’s Habiilthes

Economic factors

Tha underlying bond yields that form the foundation of our discount rate assumption were the same at 31 March
2010 as they were at the previous valuation. My Asset Ouiperformance Assumption has also remained
constant. The discount rate | have used to estimate the cost of future benefii payments is therefore unchanged.

Benefit payments themselves are linked fo inflation — via pension increases and also salary increases. Market
expectations of inflation, as measured by the Retall Prices Index {RP1), have risen since the previous valuation.
However, this has been largely offsel by the Government's poi icy {o link future pension increases io the
Consumer Price Index {CPI}.

Rising price inflation is often accompanied §:.>y rising salary inflation. However, salaries in the public sector are
under considerable pressure at present and many LGPS employee mambers are likely to receive much tower
pay rises in the short term and | have made an allowance for this in my calculations.

The overall effect of aconomic factors on the value of the Fund’s lisbiiities at this valuation is broadly neutral.
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Demaographic factors
The value placed on the Fund's ligbilities is also affected by when future benefits are expected to come into
payment and how long they are expected to be paid for. A key factor in this is the life expectancy of members.

The assumptions relating o the longevity of current and future pensioners have changed since the previous
valuation, o reflect the recent experience of the Fund and other evidence published by the Actuarial Profession.

Some of the other demographic assumptions that we use have also changed Vsin'cé the previous vaiuation in
light of recent experience e.g. the predicted nature and amount of early leavers and ill health early retirements.

Since fhe introduction of the new LGPS many members now have two tranches of pension - namelly that which
was accrued before and after 1 April 2008. In theory, these can be paid without reduction from two different
retirement ages. In practice, the member can only retire once and so both pensions are paid from a single age.

In order o ensure that we are treating these accrued benefits correctly in our valuation calculations, we are now
explicitly calculating the appropriate retirement age for each member (rather than simply using the age provided
in the membership data extract). '

‘We have assumed that employees who joined before 1 October 2006 (and are subject to Rule of 85 protections
on their pre-April 2008 benefits) but reach age 60 after 31 March 2020 wili, on average, draw afl of the benefits
at age 65.

The overali effect of changes in demographic factors has been to increase the value of the Fund’s liabilities.

Summary of changes to the funding position
The chari below illustrates the factors that caused the funding position to delericorate between 31 March 2007
and 31 March 2010:

Surplus/ (deficit) at fast valuation

Intereston surplus / (deficit)

Investment returns less than expected -115

Szlary increases less than expected

Pension increasesiess than expected 5

Contributions greater than cost of accrual
Ill health retirement experience : ) 1

Early retirament experience ' g

Change in mortality ass_umpt'lon'
Change in demographic assumptions

" Change in salary growth assumlpt'mn

Change in pension increase assumption
Change in real salary increase assumption : . R o

Change from RPIto CPI

Other experience items ( 1

Surplus/ {deficit) at this valuation -200 M

-350 -300 -250 -200 -150 -100 -50 0 50 - 100
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Experiencs

® investment returns being lower than expected since 2007 lead to a loss of £115m. This is roughly the
difference between the actual and expecied three-year retum (around 18%) applied to the whole fund
assets from the previous vaiuation of £728m with a further aliowance made for cashflows during the
period.

® Centributions paid were higher than the cost of benéfits accrued over the inter-valuation period. This
resulted in a profit of around £51m. :

Assumptions . |
e The change in financial conditions and long term finantial assumptions between the previous valuation
and this one, have given rise {o a gain of £1m. This figure consisted of.

- restricling our salary assumption 1o 1% p.a. over the next 2 years resulting in a reduction in the
value placed on liabilities of about £24m;

- allowing for the change in the inflation index from RPI to CFI for setting future pension increases
resufting in a reduction in the vaiue placed on liabilittes of about £32m; and '

- the change in underlying financial conditions increased the value placed on liabilities by about
' £55m, - :

* The change in longevity assumptions has given rise t¢ 2 loss of £73m. This figure is the aggregate of a
profit of about £22m due to adjustments in baseline mortaiity offset by an increased allowance for future
longevity improvements which required an increase in reserves of about £95m.
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Employer contributions pavyable

Wheole Fund _ :
The average future service rate for Fund employers is 16.8% of pensionable pay. This is the average future
contribuiion rate payable over the long term by the Fund employers to meet the cost of benefits earned by

members after the valuation date. This refiects the Administering Authority's funding objectives and is based on
the assumptions set out in this report,

The total (or “common”) contribution rate payabile is the average future service rate for Fund employers plus an
additional amount to recover the deficit and bring the funding level back to 100% over a period of 20 years, as
set out in the Funding Strategy Statement. This additional amount is referred to as the past service adjustment.

The common contribution rate based on the funding position as at 31 March 2010 is detailed below:

Total contribution rate _ % of pay
Future senice rate o 16.8%
Past Senice Adjustment {20 year spread) 12.6%
Total contribution rate 29.4%

Expressing deficit payments in monetary amounts rather than as a percentage of pay equates to payments of
£16.9m per annum increasing at 5.3% per annum. The total common condribution rate could therefore be
expressed as 16.8% per annum plus £16.9m per annum increasing.

Individual employers

The common contribution rate is very much a theoretical figure for the Fund as a whele. In practice, each
employer in the Fund has its own underlying contribution rate based on:

® The future service rate that covers the cost of new benefits being earned by that particular employer's
membership after the valuation date.

. The funding position of that particular employer’s share of the Fund {i.e. their share of the Fund’s surplus
or deficit and an assessment of an appropriate period of time over which the employer can eliminate this).

¢ - Any mechanisms employed fo promote the stability of that particular employer's contribution rate. These
are agreed with the Administering Authority and may involve mechanisms such as phasing in any
changés in contribution rates over a number of years or pooling the valuation results of a number of
employers. :

All of these issues come together in a contribution rate strategy which is set out in general terms in the Funding
Strategy Statement. The contribution rates to be paid by individual employers from 1 April 2011 dre set cut in

" the Rates and Adjustments Certificate in Appendix H. Note that these are the minimum contribution
requirementis for each employer.

Emplayers may make voluntary additional contributions to recover any shortfall over a shorter period, subject to
agresment with the Administeting Authority and after receiving the relevant actuarial advice.

Further sums should be paid to the Fund by employers to meet the capital costs of any unreduced early
retirements, reduced early retirements before age 60 and/or augmentation (i.e. additional membership or
additional pension} using the methods and factors issued by me from {ime fo time or as otherwise agreed.
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In addition, payments may be required to be made to the Fund by employers to meet the capital costs of any ili-
hiealth retirements that excsed those allowed for within my assumgtions.

The contributions shown in the Rates and Adjustment Cerfificate include expenses and the expected cost of
lump sum death benefits but exclude early retirement strain and augmeniation costs which are payabie by Fund
employers in addition. :

Summary of changes to the fulure service rate

The chari below illustrates the factors that caused the future service raie 1o increass between 31 March 2007
and 31 March 2010:

Future service rate at last valuation 14.5%

Change from RPIto CPI-0
Change in mortality assumption

Change in demographic assumptions

Change in salary growth assumption
Change in pensionincrease assumption
Change in real salary increase assumption -D.7% .

Other experience items

6.8%

Future service rate at this.valuation

7 z

-20% 0.0% 2.0% 4.0% 6.0% 80% 100% 12.0% 14.0% 16.0% 18.0%
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Further recommendations
Yaluation frequency ‘ .
Under the provisions of the LGPS regulations, the next formal valuation of the Fund is due to be carried out as
at 31 March 2013. In light of the uncertainty of future financial conditions, | recommend that the financial
position of the Fund (and for individual employers in some cases) is monitored by means of interim funding
reviews in the period up to this next formal valuation. This will give early warning of changes to funding
positions and possible contribution rate changes. '

- Investment strategy and risk management
| recommend that the Administering Autherity continues to regularly review its investment strategy and ongéing
risk management programme.

New employers joining the Fund _

Any new employers or admission bodies joining the Fund should be referred to me as the Fund aciuary for
individual calculation as to the required level of contribution. They should also agree to pay the capital costs (as
a one-off lump sum payment) of any early retirements or augmentation based on my advice and using methods
and factors issued by the actuary from fime to time, together with any additional contributions that may be
reguired if their ill-health early retirement experience is worse than assumed.

Other matters .
Any Admission Body who ceases to participate in the Fund should be referred to me in accordance with
Regulation 38 of the Administration Reguiations.

Any bulk movement of scheme members:

. involving 10 or more scheme members being transferred from or to another LGPS fund, or
® involving 2 or more scheme members being transferred from or to a non-LGPS pension arrangement

shouid be referred to me to consider the impact on the Fund.
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Risk assessment

The valuation results depend critically on the actuariat assumptions that are made about the futurs of the Fund.
If all of the assumptions made at this valuation were exactly borne out in practice then the results presented in
this document would represent the true cost of the Fund as it currenily stands at 31 March 2010,

. However, no one can predict the future with certainty and i is unlikely that fulure experience wili exactly match
all of our assumptions. The future therefore presents & variety of risks to the Fund and these shouid be
considerad as part of the valuation process,

n oarticuiar

e The main risks io the financial heaith of the Fund should be identified.

® Where possible, the financial significance of these risks should be quantified.

® Consideration should be given as to how these risks can then be managed.

® These risks should then be monitored to assess whether any risk management strategy is actually
working.

This section investigates the polential implications of the actuarial assumptions not being bome out in practice.

Set out below is a brief assessment of the main risks and their effect on the valuation results, beginning with a

took at the effect of changing the main assumptions and then focusing on two of the most significant risks —
namely invesiment risk and longevity risk.

Zensitivity of valuation resulls to changss in sssumptions

The table below gives an indication of the sensitivity of the valuation resulis to small changes in some of the
main assumptions used. ‘

DISCO&?% rate Increases by 0.5% Rises by 6% Falis by £91m
Salary increases Increases by 0.5% Falis by 1% Rises by £18m
Price infiation / pension increases increases by 0.5% Falls by 5% Rises by £75m
Life expectancy Increases by 1 year raills by 2% Rises by £32m
Exchange of pension for tax-free cash increase fake-up by 10% . Rises by 0.5% Falis by £5m

This is not an exhaustive list of the assumptions used in the valuation, For example, changes to the assumed
ieve! of withdrawais and ifl health retirements will also have an effect on the valuation results. However, the
table conizins those assumptions that typically are of most interest and have the biggest impact.

Note that the table shows the effect of changes to each assumpiion in isolation. in reaiity, it is perfectly possible
for the experience of the Fund to deviaie from our assumptions simultaneously and so the precise effect on the
funding position is therefore more complex.
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fnvestment risk

Valuation resulis at 31 March 2010 on a gilts basis

The current investment strategy of the Fund includes a high proportion of equity-type assets (such as equities
and property). In the long term, it is expected that such assets will outperform gilts, which are gerierally
considered to be a closer match to the future benefit outflows from the Fund. The scale of this outperformance
is @ matter of judgement based on available evidence. In deriving the discount rate for the purposes of this
valuation, | have assumed that the assets held by the Fund will outperform index-linked gilts by 1.6% per
annum. | consider this to be a prudent assumption.

However, this outperformance cannot be guaranteed and the Administering Authority must consider the
implications of this on the funding position. The following chart summarises the effect on the valuation results if
no advance credit is taken for additional outperformance above gilt returns (i.e. if a ‘gilts basis’ was used to
value the liabllities). '

Past Service Position {£Em)
Total Liabilities : 1429
Market Value of Assets 765
Surplus / {Deficit) . {664)
Funding Level 53.5%
Contribution rates % of pay
Future senice rate 30.2%
Past Senice Adjustment (20 year spread) 23.0%
Total contribution rate ' 53.2%

On this basis, the Administering Authority would need assets of some £1,429m te fully fund the liabilities at the
valuation date. Given the actual market value of the Fund's assets, this would result in a funding shortfall of
£664m. Note that this gilts basis does not include the 1% salary freeze for two years that features in the ongoing
funding basis. ' '

Sensitivity of valuation results to market conditions and investment performance

As the assets of the Fund.are taken at their market value, volatility in investment performance can have an
immediate and tangible effect on the funding level and deficit. This is particularly relevant because the Fund is
invested predominantly in riskier assets such as equities and equity-type investments (e.g. property). Arise or
fall in the level of equity markets has a direct impact on the financial position of the Fund, which may seem
obvious.

Less obvious is the effect of anticipated investment performanice on the Fund's liabilities {and future service
cost). Here itis the returns available on government bonds that are of crucial importance, as the discount rate
that we use to place a value on the Fund's liabilities is based on gilt yields at the valuation date plus a margin of
1.68% p.a.
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The table below shows how the funding level (top), deficit {middle) and total contribution rate (bottom) would
vary if investment conditions at 31 March 2010 had been different. The level of the FTSE 100 Price index s
taken as a suitable proxy for asset performance whilst the index-inked gilt yield is taken as & vardstick for the
valuation of iabilities.

65% 70% = 75% | 80% | 85%
. (255) (202) {148)
2714% | 247% | 22.3%
78% 83%
(238) - (183)
271% | 24.8%
75% 80%
(272)
29.5%

The shaded box contains the results for this valuation. Note that this does not take account of the performance
of all asset classes held by the Fund {e.g. overseas equities, property, bonds, cash elc) but it does serve 1o,
highlight, in broad terms, the sensitivity of the valuation results to investment conditions at the valuation date.

Note that the scenarios illustrated above are by no means exhaustive. They shouid not be taken as the Bimit of
how extreme future investment experience could be. The discount rate assumption adopted at this valuation is
expected to be appropriate over the long term. Short term volatility of equity markets does not invalidate this
assumption. :

Longevity risk
The valuation results are also very sensitive to unexpected changes in future longevity. All else being equal, if

longevity improves in the future at & faster pace than allowad for in the valuation assumptions, the funding leve!
wili decline and the required employer contribution rates will increase.

Recent medical advances, changes in lifestyle and a greater awareness of healih-related matiers have resulied
in life expectancy amongst pension fund members improving in recent vears al a faster pace than was originally
foreseen. it is unknown whether and to what extent such improvements will continue in tha future.

For the purposes of this vaiualion, we have sslected assumptions that we believe make an appropriate
allowance for future improvements in longevity, basad on the actual experience of the Fund since the previous
valuation.
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The table below shows how the valuafion results at 31 March 2010 are affected by adopting different longevity
assumptions.

2007 valuation longevity : 78% (220) 14.5%
2010 valuation (baseline) 79% (198) 13.7%

2010 valuation (further improvements). 70% (331) 17.6%
1 year extra longevity 68% (341) 18.3%

The shaded box contains the resulis for this valuation. This allows for a “cohort effect”. The cohott effect allows
for a generation of people born between the two world wars whose life expectancy seems fo continue to
increase i.e. that generation continues to survive in large numbers each year. A key question would be how
much longer we will confinue to see this, Current evidence suggests peaple are living 2 years longer every
decade and this phenomencn presently shows no signs of slowing. The mortality assumptions adopied for this
valuation allow for peopie living around 0.75 years longer per decade. We have not allowed for the potential full
improvements in life expectancy at this valuation and have effectively adopted a “wait and see” approach.

The “further improvements” are a more cautious set of assumptions that make an allowance for the continuation
of recently observed high levels of improvement in life expeciancy, arising from this “cohort effect”. The
assumptions adopted here result in people living around 1.5 years longer per decade over the long term.

The last row illustrates the effect of assuming that members live for one year longer than these further
improvements imply.

Again, the range of assumptions shown here is by no means exhaustive and shauld not be considered as the
limits of how extreme future longevity experience could be.

Other risks to consider _

The table below summarises the effect that changes in some of the other valuation assumptions and risk factors
would have on the funding position. Note that these are probably unlikely to change in such a way that wouid
rank them as amongst the highest risks facing the Fund and therefore the analysis is qualitative rather than
quantitative.

Greater level of ifl health retirement . Decreases increases
Greater level of withdrawals Increases . Decreases
Rise in average age of employee members Marginal effect increases
Pay and price Inftation higher than anticipated Decreases increases
Members convert less pensicon (o cash at retirement '

than assumead Decreases increases
Changes to Regulations that make benefi{ package Decreases {if changes affect

more favourable to members past senice) Increases
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Managing the risks

Whilst there are certain things, such as the performance of investmeant markets or the life expectancy of
membaers, that are not directly within the control of the pension fund, that does not mean that nothing can be

done to understand the risks further and to mitigate their sffect. Although these risks are difficult {or impossibie)
o eliminate, steps can be taken to manage them.

Ways in which some of these risks can be managed could be:
® Set aside a specific reserve to act as & cushion against adverse future experience (possibly by selecting
a set of actuarial assumptions at future valuations that are purposely more prudent). '

o Take steps internally to monitor the decisions taken by members and empilovers {(e.g. relating to early /il
healh refirements or salary increases) in a bid to curiall any adverse impact on the Fund.

® Insure against specific risks, where such insurance is avaiiable (e.g. ill heaith fiability insurance).

s Pooling certain emplovers together at the valuation and then setling a single (pooled) contribution rate
that they will all pay. This can help to siabilise contribution rates {at the expense of cross—subsxdy
between the employers in the pool during the period between valuations).

* Carrying out a review of the future security of the Fund's employers (i.e. assessing the strength of -
smployer covenants).

o Carrying out a bespoke analysis of the Jongevity of Fund members and monitor how this changes over
time, so that the longevily assumptions at the valuation match as ciosely as possibie the experience of
the Fund. :

® Undertake an asset-liabiiity modelling exercise that investigates the effect on the Fund of thousands of

possibie investment scenarios that may artse in the future. An assessment can then be made as to
whether iong term, secure employers in the Fund can stabilise their future contribution rates (thus
introducing more certainty into their future budgets) without jecpardising the long-term heaith of the Fund.

Adopting one or more of these measures can assist with the managemeant of risk within the pension fund.
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Summary

I have carried out an actuarial valuation of the London Borough of Lambeth Pension Fund (the Fund’) as at 31
March 2010. The results are presented in this report and are briefly summarised below.

Funding position

The table below summarises the financial position of the Fund at 31 March 2010 in respect of benefits earned
by members up to this date.

Past Senice Liabilities - 1055
Market Value of Assets 765

Surplus / {Deficit) - (290)
Funding Level 72.5%

The deterioration of the funding position reflects the adverse conditions which the Fund has had to contend with
since the previous valuation. In particular, investment returns for the three years to 31 March 2010 were
significantly poorer than anticipated. -

Contribution rates .
The table below summarises the average employer contribufion rate that would be required, based on this
triennial valuation. ' ' '

Future Senice Rate : 16.8%
Pasi Senice Adjustment (20 year spread) 12.6%
Total {Common}.Contribution Rate 29.4%

Expressing deficit payments in monetary amounts rather than as a percentage of pay equates to payments of
£16.9m per annum increasing at 5.3% per annum. The total contribution rate would therefore be 16.8% per '
annum plus £16.9m per annum increasing.

The common contribution rate is a theoretical figure — an average across the whole Fund. In practice, each
employer that participates in the Fund has its own underlying funding position and circumstances, giving rise to
its own contribution rate requirement. Accordingly, an adjustment to the common rate has been determined for
each employer. The minimum contributions to be paid by each employer from 1 April 2011 to 31 March 2014
are shown in the Rates and Adjustment Certificate in Appendix H.

Peter Summers
Fellow of the Institute and Faculty of Actuaries

29 March 2011
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- Appendix A Regulations and professional standards

LGPE regulations

This valuation is carried out in accordance with regulation 36 of the Administration Regulations, which specifies
that the Administering Authority must obtain:

° an actuariat valuation of the assets and lighilities of the Fund as at 31 March 2010 and in every third year
thereafter;

U a report by an aétuary in respect of the valuation; and

° 2 Rates and Adjustmeants Certificate prépared by an actuary.

Within the Rates and Adjustments Ceriificate | am reguired to spacify:

» _the empioyers’ common contribution rate which, in my opinion, should be paid by all employers so as to
ensure the Fund’s selvency, and

¢ any individual adjustments (increases or decreases) to the common contribution rate which, in my
opinion, are required by reason of any circumsiances peculiar fo a particular employer,

which for this valuation apply for each year of the period of three years beginning with 1 April 2011.

Under the provisions of the Regulafions, | am required io have regard to:

U the existing and prospective izbilities of the Fund arising from circumstances common to ail those bodies
pariicipating in the Fund,

e the desirability of maintaining as nearly constant a commen rate as possible, and
» e current version of the Administering Authority's funding strategy statement.

Professiona! standards
ZGuidance Note & (GNE)

This report has been prepared in accordance with version 8.1 of the qui deimes ‘GNE: Funding Defined Benefits
- Presentation of Actuarial Advice’ published by the Board for Actuarial Standards. However the following

aspects of GNS are not relevant to the LGPS and its funds in the current circumstances and | have therefore not
reported on them:

e Paragraph 3.4.16 of GNS requires the actuary to include the ceriification of technical provision in relation
to a valuation under Part 3 of the Pansions Act 2004. As Part 3 of the Pensions Act 2004 does not appiy
to the LGPS, this report does not comply with paragraph 3.4.16 of GNG; and ‘

® Part 3.5 of GNO requires the actuary to repori on the vaiue of the liabilities that would arise had the Fund
wound up on the valuation date (based on the cost of buying out the accrued benefits with insurance
policies). As the LGPS is a statutory scheme, there is no regulatosy provision for scheme wind up and
the scheme members have a statufory right to their accrued bensfits, Therefore the concept of solvency

an & buy-cut basis does not apply to the Fund. Accordingly, this report does not comply with part 3.5 of
GNB.

The previous formal actuarial valuation was camied out as at 31 March 2007 by myself and the results were set
outin my report dated March 2008.
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Technical Actuarial Standards _

Technical Actuarial Standards (TASs) are issued by the Board for Actuarial Standards and they set the standard
for certain ltems of actuarial work, in terms of the type of information provided and the way it is communicated.
As your actuary, | must comply with these standards when presenting the resuits of the triennial valuation.

This valuation report complies with the Technical Actuarial Standards on Reporting (TAS R} and Data (TAS D}
for the purpose of réecording the results of the actuarial valuation at 31 March 2010.

In order to further ensure that the requirements of TAS R are met and in the interests of clarity, | have issued a
separate letter summarising the various pieces of advice that | have issued during this valuation process which
have aliowed you to make the necessary decisions on funding strategy and contribution rates.
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Appendix B: Summary of the Fund’s benefils

The non-discretionary Fund benefits that | have taken into account in this valuation for active members are

summarised balow,

retirement age

banefits can be
paid on voluntary
refirement

(NRA)

Eariiest As per NRA {age 65).

Eztngggﬁﬁﬁih Protections apply o activg memb_ers in tuhe scheme immediately prior to 1 Octpber 2006
mmediate who would have been entitled o immediate paymeni of unreduced benefits prior to 65, due
unreduced o

{5) A member bom between 1 April 1856 and 31 March 1980 inclusive and who would

{a) having previously had an NRA of age 60 {(or after a'ge 89 on attaining 25 years of

scheme membaership), due to being 2 member of the scheme immediately prior {o 1 April
1998; or '

(b} having the potertial to satisfy the rule of 85 prior to age 65 {if the sum of age {whole
vears) and membership {whole years) is 85 or mors).

The benefits relating to various segments of scheme membership are protected as foliows,
which means iheir benefits are caiculated based on the above definitions of earliest
retirement age in relation {o these protected pericds of scheme membership,

{a) A member bom on 31 March 1856 or earlier — membership up to 31 March 2016
protected; '

regch their Earliest Retirement Age by 31st March 2020 — Membership prior to 31 March
2008 fully protected and membership between 1 April 2008 and 31 March 2020 subject o
some protection {tapered};

(¢} All othar members in the scheme is’ﬁmediately prioy 1o 1 Qctober 2006 —~ membership up
to 31 March 2008 protecied. '

Member
contributions

Officers - 6% of pensionable pay "| Banded rates {5.5%-7.5%) depending upon
level of fuli-tme eguivalent pay. A
mechanism for sharing any increased
schame costs between employers and
scheme members is included in the LGPS
regulations.

Manual Workers — 5% of pensionable pay
if has protected lower rates rights or 6% for
post 31 March 1988 entrants or former
entranis with no protecied rignts.

Pensionable pay

All salary, wages, fees and other payments in respect of the employmant, excluding non-
coniractual overtime and some other specified amounts.

Some scheme members may be covered by special agresments.

Final pay

The pensionable pay in the year up io the date of leaving the scheme. Altemative methods
used in some cases, 2.g9. where there has been a break in service or a drop in pensionable
pay.

Period of scheme
membership

Total years and days of service during which a member contributes to the Fund.- Additional
periods may be granted (e.g. transfers from other pension arrangemenis, augmentation, or
from Agpril 2008 the award of additional pension}.For part time members, the membership is
proportionaie with regard 1o their contractual hours and 2 full iime equivalent).
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Normal

Annual Retirement Pension - 1/80th of ﬁnai

Scheme membership to 31 March 2008

retirernent pay for each year of scheme membership. Annual Retirement Pension - 1/80th of final
benefits at NRA Lump Sum Retirement Grant - 3/80ih of pay for each year of scheme membership.
final pay for each year of scheme .
mem_bership. Addftion‘al lump sum can be ;z?%z*ssgcs iggern;? Qct:r?e r:}t;ti;éﬁg:srso;ignal
provided by commutation of pension Scheme membership from 1 April 2008:
{within overriding limits) on a basis of £12 )
additional lump sum for each £1 of pension | Annual Retirement Pension - 1/60th of final
surrendered. pay for each year of scheme membership.
Lump Sum Refirement Grant — none except
by commutation of pensicn.
Option o At the time that benefits come into Scheme membership to 31 March .2008:'
increase payment, members have the option to . . .
retirement lump exchange (‘commute’) some of the gﬁg‘?}ggi;ﬁat ttlajznefz:'s cc;me m’;}o paymer!t,
sum benefit retirement pension into additional lump ° option 1o excnange

sum. The terms for the conversion of
pension in to lump sum is £12 of lump sum
for every £1 of annual pension
surrendered.

(‘commute’) some of the retirement pension
into additional lump sum. The terms for the
convarsion of pension in to lump sum is £12
of lump sum for every £1 of annual pension
surrendered.

Scheme membership from 1 April 2008:

No automatic lump sum. Any lump sum is to
be provided by commutation of pension. The
terms for the conversion of pension in to lump
sum is £12 of lump sum for every £1 of
annual pension surrendered.

Voluntary early

On retirement after age €0 a pension and lum

p sum based on actual scheme membership

retirement completed may be paid, subject to reduction on account of early payment in some
benefits (non ill- | circumstances (in accordance with ERA protections).

health)

Empiloyer's On retirement afier age 50 with employer's | On retirement after age 55 with empioyer's
consent early consent a pension and lump sum based on | consent a pension and lump sum based on
retirement | actual scheme mambership compieted actual scheme membership completed may
benefits (non ill- | may be paid. - be paid.

health)

Benefits paid on redundancy or efficiency
grounds are paid with no actuarial
reduction.

Otherwise, benefits are subject to
reduction on account of early payment,
unless this is waived by the emplaoyer.

Benefits paid.on redundancy or efficiency .
grounds are paid with no actuarial reduction.

Otherwise, benefits are subject to reduction
on account of early payment, unless this is
waived by the employer.

Active members in the scheme immediately
prior to 1 April 2008 who leave before 31
March 2010 have a protected earliest
retirement age of 50.
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{-healih benefils

in the event of premature retlrement due {o
permanent ill-health or incapacity, an
immediate pension and lumg sum are paid
based on actual scheme meambership plus
an enhancement period of scheme
membership.

The enhancement period is dependent on
scheme membership at date of leaving
and is seldom more than 6 years 243
days.

No redustion is applied dus to early
payment.

in the event of premature retzremeni due to
permanent ill-health or incapacity and &
reduced likelihood of obtaining gainful
employment (local government or otherwise)
before age 65, an immeadiate pension and
fump sum are due based on actual scheme
membership plus an enhanced period of
scheme membership,

The enhancement period is:

25% of the pericd to age 65, if there is no
likelinood of underiaking gainful employment
within 3 years of leaving employment; or

100% of the period {o age 65, if there is no
likelthood of undertaking gainful employment
prior {0 age 65,

A third tier, with no enhancement, is due
where there is 3 likelihood of undertaking
gainful employment within 3 years of leaving
employment. '

Fiexible
retirement

After 5th April 2006, a member who has
attained the age of 50, with his empiover's
consent, reduces the hours he works, or
the grade in which he is empioved, he may
elect in writing to the appropriate
administering authority and such benefits
may, with his employer's consent, be paid
to him notwithstanding that he has not
retired from that employment.

Benefits are paid immediately and subject.
o actuarial reduction uniess the reduction

15 waived by the employer.

A member who has attained the age 6f 55
and who, with his emplover's consent,
reduces the hours he works, or the grade in
which he is emploved, may make a request in
writing tc the apprepriate administering
authority to receive all or part of his benefits,

Benefits are paid imméd%ateéy and subject fo
actuarial reduction unless the reduction is
waived by the emplover.

Pension
increases

Al pensions in payment, deferred pensions and dependant's pensions other than benefits
arising from the payment of additional voluntary contributions are increased annually.
Pensions are increased partially under the Pensions {increases) Act and partiaily in
accoraance with statutory requirements (depending on the proportions relating i pre 88

GMP, post 88 GMP and excess over GMP).

Death after
retirement

A spouse’s or civil pariner’s pension of one
haif of the member's pemsion {generally
post 1 April 1872 service for widowers’
pension and post § April 1888 for civil
pariners) is payabie; pius

if the member dies within five years of
retiring and before age 75 the balance of
five vears' pension payments will be paid
in the form of a lump sum; plus

Chiidren’s pensions may &lso be payable.

A spouse’s, civit pariner's or nominated
cchablting partner's pension payable at a rate
of 1/160th of the member's toial membership
multipiied by final pay {generally post 1 April
1872 service for widowers’ pension and post
8 Aprii 1988 for civil partners and nominated
cohabiting partners) is payable; plus

if the member dies within ten years of retiring
and before age 75 the balance of ten years'
pengion payments will be paid in the form of a
iump sum; plus

Children’s pensions may aiso be payable.
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Death in service

A jurnp sum of two times fnal pay, plus Ta éump sum of three times final pay; piﬁs

A spouse's or civil partner’s pension of one | A spouse’s, civil partner's or cohabiting
half of the ill-health retirement pension that | partner's pension payable at a rate of 1/180th

would have been paid to the scheme of the member's total (augmented to age 65)

member if he had retired on the day of membership {generally post 1 April 1972

death {generally post 1 April 1972 service | setvice for widowers’ pension and post 8 April

for widowers' pension and post 6 April 1988 for civil partners and nominated

1988 for civil partners); plus cohabiting partners), muitiplied by final pay;
plus

Children’s pensions may alsc be payable.
Children’s pensions may also be payable.

Leaving service
options

I the member has completed three months’ or more scheme membership, deferred
benefits with calculation and payment conditions similar to general retirement provisions ;
or

A transfer payment to either a new employer's scheme or a suitable insurance policy,
equivalent in value to the deferred pension; or

. If the member has compisted less than three months' scheme membership, a return of the
' member's contributions with interest, less a State Scheme premlum deduction and less tax
at the rate of 20%.

State pension
scheme

The Fund is contracted-out of the State Second Pension and the benefits payable to each
member are guaranteed to be not less than those required to enable the Fund to be
contracted-out. '

Note: Certain categories of members of the Fund are entitied to benefits that differ from those summarised

above.
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Discrationary benefils

The Local Government Pension Scheme {Benefits, Membership and Contributions) Regulations 2007 give
employers 2 number of discretionary powers, inciuding: :

o the power to increase membership of an active member {Reguiation 12);

e the award of additional pension fo active members {Reguiation 13)

s the payment of benefits with the employer's consent prior to age 60 (Regulation 30;

o the payment of bensfits due to flexible retirement {Reguiation 18}

s the de.termination that the esarly payment of pgnsion benefits should not reduced for compassionate

reasons {Regulation 30{5));

® not applying the suspension of spouses’ pehsions oh remarriage or cohabitation for members who retired
before 1 April 1888, '

The effect on beneafits or contributions as a result of the use of these provisions has been allowed for in this
valuation to the extent that this is reflected in the membership data provided. Nao allowance has been made for
the future use of discretionary powers. My assumptions doe not anticipate any saving from the suspension of
spousas’ pension; 1o the axdant that this continues, there will be a saving.
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Appendix C: Data

This section contains a summary of the membership, investment and accounting data provided to me by the
Administering Authority for the purposes of this valuation {the corresponding membership and investment data
from the previous valuation is also shown for reference). :

Membership data —whole fund
Employee members

284 10,637 337 11,858
486 16,340 551 17,671
39 1,085 77 1,878
12 300 16 330
1,051 37,631 940 30,443
1,323 44,432 1,038 31,218
3,175 110,325 2,959 93,397
12 274 18 388
117 2,496 145 3,025
1 . 12 g 0
33 430 ] 59 809
215 2,727 159 2,411
1,311 17,375 . 201 11,851
1,689 23,315 ) 1,282 18,484
4,864 133,639 4,241 . 111,880

*actual pay (not full-ime equivalent}

The average age of employee members at 31 March 2010 was 50.3 and the average expecied future worklng
lifetime of employee members is 8.8 years. Both of these figures are weighted by liability.

Defarred pensionsrs

Boiarrarbma sy 010 Gt 4
o - Deterratiinenan yg Daferratlnsnsion
£ L) : $IRLE
Slersies 2,008 5678 1,838 5,474
Erioe 3,913 8,419 3,317 7,288
A 1,235 2,152 1,330 . 2,288
BIf 560 473 811 ’ 505
G iKin 7,716 16,722 7,096 15,555

The deferred pension shown includes revaluation up fo and including that granted by the 2010 Pension Increase
Order. The average age of deferred pensioners at 31 March 2010 was 51.8 (this figure is weighted by Hability).
The figures above also include any “status 2" and “status 8" members at the valuation date.
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Gurrent pensloners, spouses and children

The averages age of current pensioner members at 31 March 2010 {weighied by lisbilty and excluding spouses’, |
civil partners’ and children’s pensions in payment) was 85.7. ’

Note that the membership numbers in the table above refer to the number of records provided to us and so will
include an slement of double-counting in respect of any members who are in receipt (or potentially in receipt of}
more than one benefit ' '

The chart below summarises the membaership at this valuation and at the previous one.

100% wp-wmmmo
oT0 s S —
BOY mrne

N T0, R —
60% =
50% -
40%
30% =
20% -
10% -«

0%

# Pensioner
# Deferred

# Employee

2007 2016

The membership data we have been provided with suggests the Fund is gradualty maturing, meaning that the
burden on contributing members of mesiing the costs of the Fund’s liabilities is becoming progressively greater,
If this trend were ioc continue, the result would be that in fulure the gverall contribution rate would become much
more heavily influenced by the past service funding ievel, rather than simply the cost of new benefits being
sarned in fuiure by contributing members.
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Membership data - individual employers

Assets at 31 March 2040
A-summary of the Fund's assets (excluding members’ money-purchase Additional Voluntary Contributions) as
at 31 March 2010 is as follows:

A brief comparison of the asset allocation of the Fund at this and the previous valuation is shown below:

258,769

19,175 3%
113,228 15%
13,524 2%
297,804 39%

20,161 3%
9,476 1%
22,241 3%
245 0%
12,311 2%
765,024 100%

1 London Borough of Lambeth 4474 121,621 75658 16,286 6085 32,034
2 UN.JL 1 12 1. 2 8 35
3 LOFP WA, 1] 0 12 39 ] 16
4 C.C.R.L 0 [i] 0 0 3 - 14
5 LB.T.C. 3 3 14 33 12 157
8 Age Concern 1 27 4 8. 8 13
7 Stockwell Park EMB 1] 0 2 7 3 21
10 Brixton Chalienge Co, Ltd 0 0 3 7 1] 0
11 Hyde Housing Association 4 154 17 77 9 -50
12 Eihelred TMO 1 28 g 31 [i] 0
13 Thodands Action Group Ltd 1 18 5 4 2 3
14 5t Martin's Community Partnership 0 i} 2 8 0 0
15 Excelcare 6 123 7 25 4 5
16 Blenheim Gardens RMO 8 226 2 5 a 0
17 Metra Housing 2 77 4 5 0 0
18 Research Machines 1 4 1 3 Q Q
20 Wellington Mills Housing N 46 ) 0 Q [1]
22 Metropolitan Housing 2 47 3 13 2 10
23 Lambsth Academy 32 715 28 12 1 4
24 United Residents Housing 6 275 il 19 1] -0
25 Community Trust Housing 10 337 1 18 3 15
26 Lambath Living 307 9,811 36 122 15 92
27 Ewelyn Grace Academy 4 o6 5 1 Q 0
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Accounting data — revenus account for the three yvears io 31 March 2010
e

5
18,426 56,047 31,475 50.648
13,000 12,000 13580 57 560
0 0 [+ o}
6,940 8388 8157 55,464
0 0 o} o}
5178 5443 6,843 75,405
7 7 g 18
43,491 43,882 48722 136,095
28,956 30,459 32,147 91,562
4,355 5.438 5339 15,135
424 467 432 1,323
o 0 ) )
3 1 3 7
10 33 57 B
5,680 3604 6.177 14,750
042 936 751
40,583 40,017 44 940 122,871
2,908 3,865 3,782 13,224
727.662 701,992 540,753 737,662
2,908 3,865 3,782 10,555
o 8578 165,104 250,485 56,807
Ao 701,962 540,753 765,024 765,024
iAE el e -3.9% -235% | 406% 3.4%

Note that the figures above are based on the Fund accounis provided to me for the purposes of this valuation,

which were fuily audited af the time of my valuation calculations.
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Appendix D: Funding method

Using the actuarial assumptions described &arlier (and summarised in Appendix E) I have estimated the
payments which will be made from the Fund throughout the future lifetimes of existing employee members,
deferred pensioners, pensioners and their dependants. | have then calculated the amount of money which, if
invested now, should be sufficient to meet ali of these payments in future, assuming that future investment
returns are in line with the discount rate. This amount is the estimated cost of members’ benefits. | have
calculated separateiy the estimated cost of benefits arising from scheme membership accrued by members
before the valuation date (‘past service’) and from scheme membership after the vatuation date (future-
service’).

Past service funding position

| have compared the value of the assets with the estimated cost of members’ past service benefits (i.e. the past
service liabilities) at 31 March 2010. My calculation of the liabilities allows for all expected future pay and
pensioh increases. The ratio of the asset value to the past service liabilities is known as the 'funding level’. If
the funding level is more than 100% there is a 'surplus’; if it is less than 100% there is a ‘shortfall’.

Future service coniribution rate

Whole fund and emplovers admifiing new enirants

| have calculated the estimated cost of benefits that will be earmned by existing employee members over the year
following 31 March 2010, atlowing for alt expected future pay and pension increases. This amount is expressed
as a percentage of the members’ pensionable pay over the year following the valuation date and is known as
the *future service contribution rage’. '

This method of assessing the future contribution requirement is applied only to the Fund's membership at the
valuation date. If new entrants are admitted to the Fund to the extent that the membership profile remains
broadly unchanged (and if the actuarial assumptions are unchanged) then the future service contribution rate
assessed af fujure valuations should be reasonably stable. However, if the average age of employee members
rises {for example if few or no new enirants are admitted to the Fund), and if the actuarial assumptions are
unchanged, then the future service contribution rate will increase.

This funding method is known as the Projected Unit Method.

Employvers not admitiing now enirants

| have calculated the estimated cost of benefits that will be earned by existing employee members over their
expected future working lifetime, allowing for all expected future pay and pension increases. This amount is
exprassed as a percentage of the members’ pensionable salaries over their expected future working life and is
known as the ‘future service contribution rate’.

This method of assessing the future contribution requirement is applied only to the Fund's membership at the
valuation date. If no new entrants are admitted to the Fund, so that the membership profile graduatly ages, (and
if the actuarial assumptions are unchenged) then the contribution rate assessed at future valuations should be
reasonably stable, provided that any surplus or shortfall in the past service position is reflected in the
coniribution rate.

This funding method is known as the Attained Age Method.”
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Future service coniribution rate: all cases _

Under each of the two methods describad above io calculate the future service condribution rate, the estimated
cost of any lump sum death in service benefits is separately assessed as the amount which is likely to be paid
out in an average vear, based on the membership structure at the valuation date.

The total ‘future service contribution rate’ is then the sum of the ‘Projected Unit Method' rate or the 'Attained Age
Method' rate (whichever is appropriate o the employer) pius the lump sum death benefit cost. Itis the rate at
which the Fuﬂd.’s amployers, fogether with the employee members, should contribute to the Fund to mest the
cost of members’ benefits expected to arise from service after the valuation date. Emploves members will be
coniributing at fixed rates (albeit with vartous tiers). ‘Therefore the employer future service contribution rate is
the total futurs service contribution rate less the member contribution rate. An addition is then made to cover
the expected future expenses of administering the Fund. '
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Appendix E: Assumptions

. Financial assumptions

*An allowance is also made for promotional pay increases (see table below). Note that the assumption ai 31 March 2010 is actually 1% p.a.
for 2010/11 and 2011/12, reverting to 5.3% p.a. thereafier. ' ‘

Bortatity assumptions

Longevity - baseline

STNMA / STNFA

Longevity - improvemenis

Medium Cohort with 1% minimum
improvements

Various écaiing factors have been applied to the mortality tables to reflect the predicted tongevity for each class
of member and their dependants. Full details of these are available on request.

Other demographic valuation assumptions

Retirements in ill health
Withdrawals

Family details

Commuiation

Allowance has been made for ill-health retirements bafore
Normal Pension Age (see table below).

Allowance has been made for withdrawals from service (see
table betow).

A varying proportion of members are assumed to be married (or
have an adult dependant) at retirement or on eatlier death. For
exampie, at age 60 this is assumed to be 90% for males and
85% for females. Husbands are assumed to be 3 years older
than wives.

Fuiure pensioners are assumed fo elect to excﬁhange pension for
additional tax-free cash up to 25% of HMRC limits for service to
31 March 2008 and 62.5% of HMRC limits for service from 1
April 2008,
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The tables below show details of the assumptions actually used for specimen ages. The promotionai pay scale
is in additicn to the allowance for general pay inflation described above. For membership movements, the
figures represent the number of members per 1000 at each age that are assumed to leave service within the
following twelve monihs.

Withdrawals Tor members with less than 2 vears service

‘ 371.81 74324 X 227,25
26 133,50 223,15 123.89 22315 126,33 7983 126,33 17063 24546 490,92 172,44 28741
0 84.97 186,28 3497 58,29 10€.58 150,54 10833 L 150.54 17611 248,23 144 51 240,88
35 74.19 12365 74.18 123.65 93.45 120 .64 €5.48 129.84 136.01 27203 122,64 20774
40 5470 59,50 £9.70 99.50 7775 107 59 7795 1 0T.ee 106,45 218,90 10857 172.78
45 4885 a1.62 4835 3942 5406 83.90 64.00 8250 53,56 17642 | 8534 16223
56 27.84 82.07 3784 83.07 4877 £7.74  § 4B77 §7.74 | 6037 | 136.75 6508 10538
55 3276 54.65 32.7¢ 54,65 37,59 5221 @ 3750 £3.51 60.11 120,23 5012 83,34
80 19.87 3312 18.57 3342 17,47 2427 1 1747 2407 | 3643 7286 2328 | 3882

Withdrawals for members with more than 2 vears se

148, t 1G7.37 T X
25 98,96 164,93 92.9% 164,95 95.58 13277 85,36 132,77 18143 § 352.85 127.48 212.43
30 70.2¢ 11£.99 76,20 116.29 £0.11 111.27 8011 11,27 125,89 257.3% 408,81 178.02
38 54.84 81.39 54.84 21.39 £9.06 . EBgr 54.08 95,97 100.53 201.08 9213 153.54
44} 3413 7254 44,13 73.54 87.47 7882 57.47 78.82 809G 18179 7862 127,70
45 38.11 6C.12 3611 80.18 4731 85,71 47.31 45,71 88.2¢ 132,48 §3.08 105,13
50 27.97 46.81 27.97 45.81 3805 20.07 36.08 36.07 51,28 10258 48.08 2010
55 24.24 40,29 24,24 40,38 27.78 3£.59 R ACEE R 4443 8885 | 3705 8174
5C 14.58 24,48 14,89 24,48 12,91 17.94 1291 1 1704 26.93 5288 ¢ 722 28.70

W heaith reliroments -~ Tier 1

20 0.00 0.00 0.00 0.c0 0.00 0.00 0.00 0.00
5 0.00 0.00 0.34 .27 G.06 (.08 0.32 031
30 0.06 0.05 0.55 0.44 0.1 0.08 G.54 0.43
35 008 . 0.07 0.82 0.66 0.21 0.17 0.78 0.62
40 0.15 0.12 1.13 0.91 027 022 1.08 0.86
5 0.34 0.27 1.64 1.31 0.44 0.38 1.38 1.10
50 0.92 Q.74 238 1.92 0.86 0.69 2.04 1.683
55 510 4,08 10.43 8.35 8.12 4.90 10.37 8.29
80 20.92 16.73 40.67 32.54 24.18 18.35 40.67 32.54
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I} health retirements — Tier 2

20 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
25 0.00 - 0.00 1.43 1.14 0.27 0.21 1.66 133
30 0.27 0.21 2.32 1.86 0.45 0.36 2.30 1.84
35 0.36 0.29 3.48 2.78 0.89 0.71 332 2.65
40 0.62 050 1382 3.86 1186 0.93 4.59 3.67
45 143 1.14 5.96 5.57 1.87 1.50 5.87 4.69
50 497 3.98 12.89 10.31 4.64 3.71 10.98 8.79
55 742 " 5.70 14.56 41.65 8.55 6.84 14.47 11.58
60 4.07 3.6 7.01 6.33 4.71 3.76 7.91 6.33
ili health retirements — Tier 3

20 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
25 0.00 0.00 0.48 0.38 0.09 0.07 0.55 0.44
30 0.09 0.05 0.77 0.62 0.15 012 0.77 0.61
35 012 0.07 1.16 0.93 0.30 0.24 1.1 0.68
40 0. 0.1z 1.61 1.29 0.39 0.31 .53 1.22
45 0.48 0.20 232 1.86 0.62 0.50 1.96 1.56
50 0.26 0.16 0.68 0.54 0.24 0.20 0.58 0.46
55 0.37 0.2z 0.77 - 0.61 0.45 0.36 0.76 0.61
60 0.21 0.13 0.42 0.33 0.25 £.20 0.42 0.33

Death in service

20 0.30 0.38 0.16 0.20
25 0.30 0.38 518 020"
30 0.36 5.45 024 0.30
35 0.42 0.53 640 0,50
70 672 0.90 064 0.80
s 120 156 104 1.30
50 192 340 152 7,60
55 3.00 375 2.00 250
80 5.40 675 256 3.20
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Bromotional salary scale

20 1060 100 400 100 100 100 100 100
25 135 116 100 100 118 108 100 100
30 168 134 100 100 137 111 100 100
35 182 146 100 100 151 116 100 100
47 208 153 1060 166 163 121 100 100
45 222 154 160 106 166 122 100 100
50 238 154 106 100 166 122 106 100
55 238 154 100 100 166 124 160 160
a0 238 154 100 100 186 124 100 160
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Appendix F: Comparison of valuation resuits with 2007

The tables below summarise the valuation results for the Fund as a whole &t this valuafion and at the previcus

valuation.

Past Service Position {£m} {£m)
Past Senice Liabilities '
Employees 260 302
Deferred Pensioners 248 280
: Pensicners 393 463
Total Liabilities 800 1055
Market Value of Assets 728 765
Surplus / (Deficit) {172} {290)
Funding Level 80.9% 72.5%

Future service rate % of pay % of pay
Cost of new benefits earned in future 20.6% 22.9%
Expenses 0.6% 0.8%
Total 21.2% 23.7%
Empleyee contribution rate 6.7% 6.9%
Future service rate 14.5% 16.8%
Past senice adjustment (% pay) * 10.7% 12.6%
Past senice adjustment Em) * ! 12.0 16.9
Total contribution rate 25.2% 29.4%

* Past service adjustment spread periods are 16 years (2007) and 20 years (2010).
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WA

iy (o0 Posl-valuation evenis

Appenc

Post.valuation evanis

These valuation resulis are effectively a snapshot of the Fund as at 31 March 2010, Since that date, varicus
events have had an effect on the financial position of the Fund. Whilst we have not explicitly altered the
valuation resulis to allow for these events (other than for the switch from RPI to CPl-based pension increases) a
short discussion of these "post-valuation events” can still be beneficial in un'derstandéng the likelihood of
meeting the various funding objectives.

Investment conditions since 31 sharch 2010
In the period since the valuation date, investment markets moved in the following manner:

¢ eguity markets have risen slightly
e bond yields have fallen slightly
s aniicipated price inflation has fallen

The tabie below compares the initial valyation results presented in this report with those that would have applied -
if our assumptions had been based on current market conditions {i.e. assumptions as at 28 February 2011).

Pas&Sewsce Position T 1 {Em} o {Em})
Total Liabilities 1055 : 1111
Market Vajue of Assels 765 . 7871
Surplus / {Deficit) 280 {338
Funding Level 72.8% 79.3%
Contribution rates % of pay % of pay
Future senice rate ' 16.8% 16.8%
Past senice adjustment {20 year spread) 12.6% 14.3%
Total contribution rate 22.4% : 311%

Lord Hutton review of public seotor pensions

As you will be aware, the Government has set up an independent review of public sector pensions jncluding the
LGPS, chaired by Lord Hutton. This review will look at issues such as affcrdabzi;ty fairness, impact on mobility
and piurality of current public service provision.

Ulamately. this review may or may not recommend changes to the LGPS. These could have far-reaching
sffects on the Fund. However, at this point in time the possibililies are so wide-ranging that it would be
inappropriate to make any allowance for this in the resuits of this particular valuation. If that situation changes
then we will keep you informed of the likely impact of any proposals from Lord Hutton on the Fund's financial
position, as and when they arise.
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Appendix H: Rates and Adjustments Cerlificate

In accordance with regulation 36(1) of the Administration Regulations | have made an assessment of the
contributions that should be paid into the Fund by participating employers for the period 1 April 2011 to 31
March 2014 in order to maintain the solvency of the Fund.

The method and assumptions used to calculate the contributions set out in the Rates and Adjustments
certificate are detailed in the Fund's Funding Strategy Statement and my report on the actuarial valuation dated
. 29 March 2011. '

The required minimum contribution rates are set out in the attached table,

Signature:

Date: 29 March 2011

Name: Peter Summers

Qualification: Fellow of the Institute and Faculty of Actuaries
Firm: Hymans Robertson LLP

20 Waterloo Sireet
Glasgow

G2 6DB
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Statement 1o the Rates and Adjustments Cerlificate

The Common Rate of Contribution payable by each employing authority under regulation 36{4a) of the
Administration Regulations for the period 1 April 2011 1o 31 March 2014 is 16.8% of pensionabie pay plus

£18.9m pear annum.

individual Adjustmenits are required under regulation 36{4)(b} of the Administration Regulations for the period 1
April 2011 to 31 March 2014 resulting in Minimum Total Contribution Rates as set out below:

: o
16.8% plus £15.000.000

1 London Borough of Lambeth 16.8% plus £16,000,000 | 16.8% pius £17,000,000

& Age Concemn 25.6% plus £158,500 25.6% pius £166,900 25.6% plus £175,700

11 Hyde Housing Association 81% 81% 81%

12 _iEthelred TMO 12.6% 18.6% 19.6%

13 Thorlands Action Group Lid 44.5% 44 5% 44.5%

15 Excelcare 23.0% plus £5,700 23.0% plus £6,000 23.0% plus £6,300

16 Blenheim Gardens RMO 18.1% 18.1% 18.1%

17 Metra Housing 16.6% 16.6% 16.6%

18 Research Machines 20.4% 20.4% 20.4%

20 Wellington Mills Housing R 14.3% 14.3% 14.3%

22 Metropolitan Housing 16.3% 16.3% 16.3%

23 Lambeth Academy 15.6% 15.6% 15.6%

24 United Residents Housing 16.1% 16.1% 16.1%

25 Community Trust Housing 3C.3% 30.3% 30.3%

26 Lambethn Living 18.7% 18.7% 18.7%

27 Evelyn Grace Academy 12.4% 12.4% 12.4%
Hotes

Contributions expressed as a percentage should be paid into London Borough of Lambeth Pension Fund ('the
Fund’) at a frequency in accordance with the requirements of the Regulations.

Further sums should be paid to the Fund to meet the costs of any early retirements and/or augmentation using

methods and factors issued by me from time to time.

Further sums may be reguired to be paid to the Fund by employers to mest the capital cosis of any ili-health

retirements thal exceed those included within my assumptions.

The certified contribution rates represent the minimum level of contributions to be paid, Emploving authorities
may pay further amounis at any time and future pericdic contributions may be adjusted on a basis approved by

the Fund actuary.

Further comments ‘
# hoalth Habilily insurance

Note that, if an employer has ill health liabiiity insurance in place with a suitable insurer and provides
sailsfactory evidence to the administering authority, then their Minimum Total Contribution Rate may be reduced

by their insurance premium, for the period the insurance is in place.
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