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Introduction to DB minus
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(" Discussions with a range of employers have indicated that some who want to )
move away from their current DB pension arrangements are keen to retain some
element of DB, but with an element of risk-sharing. They regard this as part of
building a long-term relationship with the employee. Bhiiteid i
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Models already possible

 Winners and losers
 Not reduce risk

* Only pre-retirement risk
CASH

BALANGCE » Education?
* Full DB regime

RISK * Buy-outs, Buy-ins
MANAGEMENT - Longevity swaps
 Interest rate / inflation hedging
i Q
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Longevity risk

John Lewis applies a Life Expectancy Adjustment Factor (“LEAF’) to
service post 1 October 2008.

Pension is reduced to take into account improvements in longevity to
retirement so employer exposed to less longevity risk post 2008. %

Link retirement age to changes in longevity .

— E.g. SPA or independent commission?

Pass longevity risk to employees...

...Only PRE retirement

Consider healthy life expectancy?
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Conversion to DC

» DB provision which converts to DC on:

Past and Focus on Member
future service? . education
current active

m workforce m
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Legislative changes

« To cover past service...

Date Date
legislation change
change future accrual
| |
| |
\ 4 4

Past service

Total pensionable service
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Simplified / core DB schemes

 Removal of spouses’ pensions:

Currently required
under Reference Arguably no
Scheme Test — (or much less) need

Contracting Out for for today’s workforce

Will reduce costs for
employer

DB to be abolished given both men and Will it reduce risk?
women work

Not required for C/In
schemes
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Simplified / core DB schemes
Core DB benefits (existing funding regime) with
additional benefits on a discretionary basis (light regime)

Conditional indexation

» Future indexation not guaranteed
- Conditional on scheme funding level
» Index targeted but can be withheld

Optional indexation

« Remove statutory
requirement completely!
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Simplified / core DB schemes

Fluctuating Pensions

+ Indexation not “building” on itself
 Lighter regime

£1,400 £1,400
M Fluctuating Pension M Conditional Indexation
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Annual Pension
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Fixed term pension

Fixed term

pension member option

Higher earners:

No longevity Member
bridge to State
Enhance / flex Phased
income retirement
m Not in DWP’s “Reinvigorating workplace pensions” paper m
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Summary
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QNP
Punter Southall
GROUP

Actuarial consulting

P-Solve

Pension scheme administration
DC consulting
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Health & protection
Investment consulting

International consulting CAMRADATA

(o
K\\“—’ Analytical Services

www.puntersouthall.com

Actuarial services in
corporate transactions
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FINANCIAL MANAGEMENT

www.pstransactions.co.uk

Kigma

ASSET MANAGEMENT

Independent Financial
Advisers

www.psfm.com

Independent pension
scheme trustee services

INDEPENDENT
T RUSTEES

www.psitl.com

Investment consulting and
risk management specialists

www.p-solve.com

Investment information,
reporting & analytics

www.camradata.com

Wealth managers

www.psigmainvestments.com

Institutional and retail
asset managers

www.psigma.com
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