Pensions:

SHPS 2020 valuation

21 September 2021 - CHC event
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£ Average deficit contributions

17% higher in 2022

72% higher contributions overall

£ Future service contributions

~50% higher



How did we get here?




2017 Funding Plan

Better outcome
(1in 5 probability)

Funding Plan

Actual deficit

\Worse outcome

0.0
-0.5
o
“l
E -1.0
©
O
-1.5 [ .»““‘“r A"
-2.0
2017 2018

Source. Isio analysis based on 2017 valuation results
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2017 to0 2020
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Markets
Source: Summary of the 2020 actuarial valuation results (TPT) RPI reform +

Other changes
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Observations

Post valuation experience

The Pensions Regulators new DB Funding Code

Covenant / prudence

One size fits all

I::QRevisit for the 2023 valuation



Future service




Real yields

Real yield movements
-1.40%

Real yields fell by

-1.60% almost 0.8%

-1.80%

-2.00%

-2.20%

-2.40%

-2.60%
Sep 17 Mar 18 Sep 18 Mar 19 Sep 19 Mar 20 Sep 20

Source.: BOE Real Government Yield Curve at a 25 year maturity

© Isio Group Limited/Isio Services Limited 2021. All rights reserved Document Classification: Confidential | 9



Future Service

Benefit type Final Salary CARE

Accrual rate 60 70 80 60 80 120

Existing Rate (% pensionable salaries) 2720% 2340% 20.50% 2210%  16.70% 11.30%

April 2022 Rate (% pensionable salaries) 41.20%  35.40% 3110%  33.00% 24.90% 16.80%

Net Change (% pensionable salaries) 14.00%  12.00% 10.60%  10.90% 8.20% 5.50%

Increase of
o,

% Change 5147%  5128%  5171%  4932%  4910%  48.67% ¢.507% for all
future

Combined contribution rate benefits

Source: Summary of the 2020 actuarial valuation results (TPT)

@ Deadline to confirm contribution changes 31 January 2022
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Past service




Recovery Plan

Total Recovery Plan Contributions (Em) Recovery Plan end date

18 months longer

2023 valuation
200
6 year Recovery Plan

150 Z % %
100
50

o)

2021 2022 2023 2024 2025 2026 2027

Year

Recovery Plan increases

9.9% p.a.

Previously increased by 2% p.a.

N
N

m 2017 recovery plan % 2020 recovery plan

Source: Summary of the 2020 actuarial valuation results (TPT)
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Where do we go from here?




Next steps — valuation process

{ Affordability & }

appeals

Mid-late September
2021

Individual results
received
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31 December 31 January 2022 April 2022

2021 Decision on cost New contributions
Valuation share with members come into effect
statuatory required

deadline

-@ What else can you do?
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Other considerations

Finance — cost
Managing costs

People
Doing what's right
for your people,
whilst getting value
for money
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Deficit
contributions
Future service
contributions
Impact on
accounts

Prudence
View of
covenant
Investment
strategy

A

Your housing
association

SHPS DC health
check

Review future
service offer

DB provider
review

Flexibility and
choice
Education &
communication
Inclusive desig

Employer influence
Last employer
standing risk

Cross subsidies

Governance - control
Gaining control

Finance - risk
Assessing &
monitoring financial

risks

Governance - strategy
Setting your high level
strategy



Possible actions

@ Explore different approaches to financing the contributions

Assess actions to potentially reduce your liability

M
A

E&:/) Review pensions offering
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Any Questions?
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Thank you

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavour to provide accurate and timely information, there can be no guarantee that such
information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional advice after a thorough examination of the particular situation.
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