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10 years of the Pension Protection Fund

« Where we are today - the first ten years in numbers

« Our journey to self-sufficiency - the next fifteen years
« Lessons from the first ten years

« Where next?

 Questions
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We’'ve come a long way in ten years

05 & STILL PPED of SIONS\

* PPF established by Pensions Act 2004
* Opened our doors in April 2005
* Took responsibility for the Financial Assistance Scheme in

2009
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The first ten years in numbers (1)
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The first ten years in numbers (2)
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The first ten years in numbers (3)
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Breakdown of sources of PPF
assets as at 31 March 2014

Recoveries
7%

Levy
29%

Investment
18%
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Pension

The first ten years in numbers (4) -
Fund
£2.4

billion
surplus

Funding level:
112.5%

AUM: £16.3
billion

Compensation

paid 13/14:
£445.1 million
Liabilities Assets 160 schemes in \
assessment: £5.3 200,000 PI.DF
members in

billion asset / £6.5

liabilities 700 schemes
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The first ten years in numbers (5)

Estimated aggregate balance (assets less s179 liabilities) and funding ratio

of schemes in the PPF universe
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Ten years gone: fifteen to go (1)

A flight-path to self-sufficiency by 2030:

e Zero market risk
%_ e Zero interest rate and
N4 inflation exposure

L 2

il e Reserve (10% of
liabilities) to hedge

future claims an

longevity risk

— e Levy only for expected
claims

Measured as probability of success — 2014/15 target is 84%

www.pensionprotectionfund.org.uk



Ten years gone: fifteen to go (2)

Scenario testing - ‘Prudential Regulation Authority Anchor’ (downside stress test)
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So what has ten years taught us?

« The importance of having a plan - our Funding Strategy and the
2030 time horizon

« The importance of understanding our risks — and responding to
them

« The importance of our customers — provider of choice?

« Not just about the more visible evolution: changing our business
model to reflect growth of the PPF
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What next? Investment (1)

Low risk appetite on our long
term funding objective

In 2013/14, our assets
outperformed our liability
benchmark by 2.9%

Purposeful move to illiquid /
long term assets to help meet
our long term liabilities to 2030
and beyond

Examining what investment
capabilities we might deliver in-
house
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Hybrid Assets
12.5%

Equities
7%

Cash/
bonds

Alternatives 5804

22.5%

Source: PPF SIP July 2014
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What next? Investment (2) I
Fund

Previous

= Risk factors considered
in totality across the
asset portfolio

Inflation risk = Liquidity risk ring-
fenced for asset
allocation purposes

Growth

Inflation risk

Inflation risk

Interest rate risk

Interest rate risk
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* Swap programme
scaled back as interest
rate and inflation
exposure of growth
assets recognised

* Resulting in reduction
in leverage,
counterparty risk and
swap trading costs

Inflation risk

Inflation risk

Interest rate risk

Interest rate risk

Liabilities Liabilities
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What next? Pension Protection Levy (1)

« Two themes: charging for risk and levy payers as customers

« Two years of development work and consultation
« Final levy rules for 2015/16 published in December

« Confirmation of the new PPF-specific model developed with
Experian for assessing insolvency risk

« We intend to keep rules stable for three years

« Encourage you to take note of the deadlines for 2015/16
 Encourage you to attend 2.25pm session on levy
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What next? Pension Protection Levy (2)

—Off the shelf model —PPF-specific score
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It's not all about 2030...
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