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1. The proposal

“The proposed change is to increase
members’ contributions from 6.0% of
Pensionable Salary (4.8% net for a basic rate
tax payer) to 7.5% of Pensionable Salary
(6.0% net for a basic rate tax payer) with effect

from 1 April 2016.”
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2. Who is affected

CPAS Active Members — around 650

— Deferred Members and Pensioners unaffected
— No changes to CRSP
— USS has been subject to different changes

* This is about future service, not the deficit.
The University continues to fund the deficit

— £5.7m this year
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3. Why are we proposing this

* The financial position of the CPAS scheme
has been worsening in recent years

 Deficit rising — linked to past service

» Cost of providing future pension for current
service Is also rising
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CPAS Financial Position - £95m Deficit up from £80m in 2011
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CPAS Financial Position - £95m Deficit up from £80m in 2011

Funding Funding
Assessment Assessment
as at as at
31 July 2014 31 July 2011
£m £m

Past service liabilities
Active members

Deferred pensioners

Current pensioners

Total past service liabilities (L)
(Funding target or ‘technical provisions’)

Total assets (A)

Funding surplus or (deficit) (A minus L)

Funding level (A as a percentage of L)
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University Deficit Reduction Payments £m
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CPAS Financial Position — why has the deficit risen?

« Economic Conditions:
— Significant fall in gilt yields
» Offset by:

— University contributions to the deficit
— Higher than expected investment returns
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CPAS Financial Position — why has the deficit risen?

g b tin i i . o
Expected [ Deficit as at 31 July 2011
items n Interest on deficit
: Contributions in excess of cost of accrual
| Actual investment relurns compared with assumed
Actual salary increases compared with asssumed
Actual pension increases compared with assumed
Experience Actual cash commuted by mambars ]
items dl Deferred revaluation -I

Actual mortality compared with assumed

Other member experience

| Miscellanecus
Effect of change in market condiions (inflation)
Effect of change in market conditions (discount rale)
Changein . Effect of change in financial assumptions
assuMptons Effect of change in mornality assumplions

Defict as at 31 July 2014
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Future Service Costs

The same issues that are increasing the
deficit are also increasing future service
costs:

» Expected investment returns and the
discount rate

 Life expectancy
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University
Gilt Yields (%)

2014

2011
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Investment Return lllustration — the rate determines how much
money an investment today will be worth in the future
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Discount Rate lllustration — the amount you need to invest
today changes if you want a fixed amount in the future
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Proposed Contribution Rates — Current Service

2000 2005 2011 Proposed

From 1

April 2016

Employee 5.0% 9.0% | 6.0% 7.5%
contributions

Employer 10.3% | 13.3% | 16.9% 18.6%
contributions

Total 15.3% | 18.3% | 22.9% 26.1%
contributions

In addition, the University will continue to fund the deficit and the cost of
death in service insurance for Active Members
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Key Dates and Next Steps

 Consultation runs to 24t January 2016

* To make representations:
— CPASconsultquery@nottingham.ac.uk

— Pension and Benefits Services, University of
Nottingham, King's Meadow Campus, Lenton
Lane, Nottingham NG7 2NR

— Via your trade Union
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