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NOTICE

There will be a meeting of the Finance & Resources Committee on Wednesday 21
November 2018 at 1330 hours in the Boardroom, G10, at Aberdeen City Campus.

AGENDA
Agenda Paper
Iltem
Reserved Item of Business (To be considered in conjunction
with the Audit & Risk Committee)
Matter for Decision
46-18 Financial Statements for the Year to 31 July 2018 X
47-18 Apologies for Absence
48-18 Declaration of any Potential Conflicts of Interest in relation to
any Agenda ltems
49-18 Minute of Previous Meeting — 26 September 2018 X
50-18 Matters Arising from the Previous Meeting X
Matters for Information
51-18 Estates Update X
52-18 Flexible Workforce Development Fund Update X
53-18 An Independent Review of Student Support in Scotland - X
Findings & Recommendations
54-18 Teachers’ Pension Fund — Employers’ Contribution Rate X
55-18 Summation of Business and Date of Next Meeting
Reserved Iltem of Business
Matters for Discussion — Performance Reporting
56-18 Financial Performance
57-18 Student Funding
58-18 Credit Activity AY2018-19
59-18 Any Other Business

60-18

Summation of Reserved Items of Business
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Draft Minutes of the meeting of the Finance & Resources Committee held on 26 September
2018 at 1400 hours in G10, Aberdeen City Campus.

Agenda
Iltem

Present:

David Anderson
Martin Dear

Abdul Elghedafi

John Henderson, Chair
Liz Mcintyre

Neil McLennan

Abby Miah

Ken Milroy

In attendance:

Pete Smith, Vice Principal — Finance & Resources
Pauline May, Secretary to the Board

Susan Lawrance, Minute Secretary

Observer:
Doug Duthie

33-18

Apologies:
Adrian Smith

34-18

Declaration of any Potential Conflicts of Interest in relation to any Agenda ltems
No potential conflicts of interest were declared by Committee Members. Mr
Duthie, as an observer, declared potential conflicts of interest by virtue of his
role as a Director of ASET.

35-18

Minutes of Previous Meeting — 16 May 2018
The minutes were approved as a true and accurate record.

36-18

Matters Arising from the Previous Meeting
Members noted the Matters Arising Report and no further matters were raised.

Matters for Decision

37-18

Programme of Business AY2018-19

Members considered a paper detailing a proposed schedule of key items of
Committee business throughout AY2018-19. It was agreed that the Programme
was appropriate, noting that agenda items would be added as appropriate
during the academic year.

38-18

Bank Account Signatures

The Committee considered a paper advised that changes to the College’s
bank signatories were required following the retirement of Mr Scott, former Vice
Principal - Finance.




Members were advised that the required change to bank signatories, the
addition of Mr P Smith in his role as the new Vice Principal - Finance &
Resources, had already been actioned due to time critical operational
requirements.

The Committee’s resolution in support of the changes was recorded.

Matter for Discussion

39-18

College Income Analysis 2016-17 and 2018-19
Members considered a paper providing information on the College’s income
from both the SFC and non-SFC sources.

The Principal noted previous discussions relating to income streams, and
advised Members that the information had been provided as a baseline.

A discussion followed in relation to Flexible Workforce Development Fund
(FWDF) provision, with Mr Smith advising of work currently being undertaken by
the SFC on the definition and use of commercial income. The Principal
summarised sector discussions regarding the use of the Fund in AY2018-19, and
advised on the approach that the College had adopted to for utilising FWDF
monies for AY2018-19, including the offer of ‘repeat business’ to employers who
benefited from the Fund in AY2017-18.

A potential GDPR issue relating to the cross-marketing of ASET and College
provision to existing and potential clients was noted. It was agreed that Mr
Smith would discuss this matter further with the Chief Executive of ASET and the
College’s Data Protection Officer. It was also agreed that it would be useful to
confirm the margins and costing model adopted for FWDF courses.

Matters for Information

40-18

Lets
The Committee noted a paper providing information on College lets which
operated during AY2017-18.

The Principal advised that it was felt by the Senior Management Team that the
letting of College facilities could be expanded.

Information was provided on the College’s current charging policy. A
discussion followed on the high quality facilities the College has and the
potential for them to be utilised by external organisations and community
groups. It was suggested that a multi-disciplinary student project, involving
photography and marketing students, could help to externally advertise the
letting of College facilities.

It was noted that the Committee would be advised of any developments
related to College lets.

41-18

BYOD Initiative

Members noted a paper providing information on the operation of the
College’s Bring your Own Device (BYOD) initiative and its impact on the
College’s IT estate in terms of desktop pcs.

The Principal provided additional contextual information on the possible
sustainability of the initiative, and Members were alerted to a potential future
risk where the College may be required to pay for BYOD devices from another




source rather than bursary funds. The Committee was advised that it may be
required to consider how the College would continue to support the initiative if
funding rules change.

Members noted that NESCol remained sector-leading in relation to this initiative
and were advised that a number of other Scottish colleges were adopting
similar approaches to their IT estates. Members commented that this may help
to provide a stronger rationale to the SFC for continuing with the use of bursary
funds to purchase devices if changes are proposed in the future. Members
commented that it would be helpful to try and evidence the benefits of the
initiative in terms of its impact on learning and teaching approaches and the
student experience.

42-18

Summation of Business and Date of Next Meeting

The Secretary gave a summation of the business conducted. The next meeting
of the Finance & Resources Committee is scheduled to take place on 21
November 2018 at 1330 hours at the Aberdeen City Campus.

Reserved ltem of Business

Performance Reporting - Matter for Discussion

43-18

Credit Activity

44-18

Any Other Business
No other business was raised.

45-18

Summation of Reserved Item of Business
The Secretary gave a summation of the reserved business.

Meeting ended 1505 hours




Agenda
Item

Actions from Finance & Resources
Committee 26/09/18

Responsibility

Deadline

Potential GDPR issue to be discussed P. Smith 14 November 2018
39-18 with Chief Executive of ASET and the
College’s Data Protection Officer
Margins and costing model adopted P. Smith 14 November 2018
39-18 for FWDF courses to be confirmed
43-18
SigNed: ... i D= 1 =




NORTH EAST
SCOTLAND

REGIONAL BOARD
Agenda Iltem 50-18

FINANCE & RESOURCES COMMITTEE

An update on matters arising from the meeting of the Finance & Resources
Committee held on Wednesday 26 September 2018.

Agenda
Iltem

Action: Potential GDPR issue to be discussed with Chief Executive of
ASET and the College’s Data Protection Officer (DPO).

Status: The matter was discussed with the DPO, and considered

39-18 | separately by the ASET Board. The approach taken by both entities, i.e.
not sharing contact details but, potentially, raising the awareness of the
other’s products with a customer — does not conflict with the
requirements of GDPR.

Action: Margins and costing model adopted for FWDF courses to be
confirmed.

Status: Courses are priced at £65 per hour + 25% oncost + 50% margin.

39-18 ASET courses are as per their normal published prices.

ASET invoice separately for VAT, the College does not.

43-18
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Title: Estates Update

Author: Peter D Smith, Vice Principal - | Contributor(s): Dave Simpson, Head of
Finance & Resources Facilities & Estates, Mike Wilde, Facilities
Client Services Manager

Type of Agenda Item:

For Decision O
For Discussion O
For Information X

Reserved Item of Business [

Purpose: To provide information to the Committee on the status of current estates
projects.

Linked to Strategic Goal:

5. Optimise the use of our available resources to deliver financial and
environmental sustainability.

Linked to Annual Priority:

18. Address backlog maintenance in line with available resources.

Executive Summary:

The report attached as Appendix 1 provides an update on current estates
projects, including recent reactive, and planned and preventative maintenance
works, refurbishments, and development of a new Estates Strategy.

Recommendation:
It is recommended that the Committee note the information provided.

Previous Committee Recommendation/Approval (if applicable):
None

Equality Impact Assessment:
Positive Impact O
Negative Impact [
No Impact X

Evidence:




1.

Agenda Iltem 51-18
Appendix 1

INTRODUCTION

1.1.

This paper updates the Committee on College Estates projects including
planned preventative maintenance (PPM), reactive maintenance and
refurbishment works. It also discusses the position in relation to disposal of
surplus property and the development of a new Estates Strategy.

1.2 The paper is for information.

BACKGROUND

2.1.

2.2.

With the rejection by the Scottish Funding Council of the College’s bid to fund
its Estates Masterplan, the College has concentrated on a number of high
priority areas of planned and reactive maintenance and refurbishment, while
it consider the next steps in creating a remodelled Estates Strategy. Intrinsic to
this, is securing sufficient funding, including from the sale of surplus sites.

Each of these areas is discussed further below.

ESTATES STRATEGY

3.1.

3.2.

The Board will consider how to approach the creation of a new Estates
Strategy at its Strategy Event on 29 — 30 November 2018. This will consider
external influences and constraints, as well as our own ambitions for our
stakeholders and the curriculum we offer.

It is intended that the new Estates Strategy will be in place for Academic Year
2019-20.

MAINTENANCE WORKS AND REFURBISHMENT

4.1.

Aberdeen City Campus, Summer Tower Pipework Project

4.1.1. Background

Proposals to address the backward maintenances for services, heating
system and comply with gas regulations for educational
establishments IGEM/UP/11, coupled with the requirement to upgrade
the science laboratories within the Aberdeen City Campus. It was
agreed due to financial constraints there would be a phased
approach to completing the backlog maintenance and
refurbishment of the Aberdeen City Campus over a 5-year period.
Phase 1 would be the 5th and 6th floor identified as the highest priority,
coupled with the main spine of the tower. Project brief was setin early
May 2018 after consultation with all stakeholders.

4.1.2. Project Scope
e Allservices pipework replaced through the tower
e All the lighting has been upgraded and controlled to suit the
teaching requirement, coupled with the achieved energy savings
e Heating System Installation 2 Floors (5 and 6) including all other
services
Hot and Cold Water Systems Installation
Gas regulation Compliance
Refurbishment of Science Classrooms
Removal of ACM’s within the project
Upgrade boiler room pumps, valves pipework and Building
Management System.



4.1.3.

4.1.4.

Project Completion

The project was completed on schedule and within budget. Although
the majority of this project work is not visible, the science rooms have
been well received by students and staff. Historically the heating has
being very difficult to control as it is within the slab of the floors and
ceilings and no controls on individual classrooms, the upgrade on the
5th and 6th floor will ensure full control over the heating and will benefit
all.

Project Budget
Budget Costs:

Construction £888,333
Professional Fees/ACM/Survey/statutory £45,000
Total Project Budget Cost (ex Vat) £933,333
Project Costs:

Construction £836,500
Professional Fees/ACM/Survey/statutory £43,500
Total Project Cost (ex Vat) £880,000

4.2. Aberdeen City Campus, Bike Shelter Project

4.2.1.

4.2.2.

4.2.3.

4.2.4.

Background

Proposals to address dangerous and dilapidated cycle shelters.
Increasing capacity at the Aberdeen Campus Loch Street entrance.
Additional funding available to improve and modernise cycle
facilities. Project brief was set in early February 2018 after consultation
with all stakeholders.

Project Scope

e Remove existing bike sheds, ironmongery etc. to prepare for a
clean site

e Allow to install new 250mm thick concrete pads to accept new
Eco Shelters

e Supply of 4 new Eco Bike shelters and new bicycle racks as per
drawing

e Construct and install bike sheds, lockers and paint white lines.

Project Completion

The Project was completed on schedule and within budget. Agreed
variation raised to address the poor boundary fencing & signage not
included within the scope. The new facilities have been well received
by students and staff.

Project Budget:
Budget Costs:

Dismantle and Removal £3,910
Builders Works £3,680
She2.2ds & Bicycle Racks £10,881
Installation £6,624
Preliminaries £2,415
Total Project Budget Cost (exc VAT) £27,510
Project Cost:

Dismantle and Removal £3,910
Builders Works £3,680

Sheds & Bicycle Racks £10,881



Installation £6,624

Preliminaries £2,415
Variation £3,677
Total Project Cost (exc VAT) £31,187

Please note: £16,140 to be contributed by Cycling Scotland

4.3. Clinterty Campus, Boiler Replacement Project

4.3.1.

4.3.2.

4.3.3.

4.3.4.

Background

Proposals to address backward maintenance within the heating system
for the main building at Clinterty. Existing boilers are at the end of their
life, being over 25 years old and no longer economically viable to
maintain. System and pipework is in poor condition, however due to
financial constraints this will be phased in when finance are available.
Project brief was set in early April 2018 after consultation with all
stakeholders.

Project Scope

e All place one boiler at a time, with the remaining boiler catering for
the heating load on the building

e Breakout existing chimney brickwork to allow existing metal flue
removal and install of new. Brick up on completion and make good

¢ Install of new sectional high efficiency oil fired boilers c/w high/low
modulating burners. Boiler to be rated at 450KW output each

e Install of new flue system

e Install/extend/connect LTHW welded steel pipework from existing,
connecting to new boiler connections c/w hammer clad insulation
finish to new pipework only

¢ Commissioning of boilers.

Project Completion

Project was completed on schedule and within budget. Reduction in
fuel usage and increased reliability will provide an improved service to
the college community. The new boilers are more reliable and cheaper
to maintain. The new boilers are more economical and efficient.
Anticipated improvement of efficiency of 7%, providing an estimated
annual fuel saving of £3,500. This improvement equates to a reduction
in carbon of 13.2 tonnes of COzsaved per annum.

Project Budget
Budget Costs:

Construction / Fabric including prelims £95,060
Asbestos Survey £1,000
Total Project Budget Cost (exc VAT) £96,060
Project Costs:

Construction / Fabric including prelims £91,766
Asbestos Survey £352
Total Project Cost (exc VAT) £92,118

4.4. Aberdeen City Campus, Tower 5th & 6th Floor Modernisation Project

4.4.1.

Background

Proposals to complete the 4th & 5th floor aesthetics in the October
shutdown due to time constraint on the initial tower project. The works
will aid in the modernisation of teaching facilities. Assist in brightening



the learning space, which has been shown to energise the occupants,
whilst hiding imperfections on the walls and ceilings. Project brief was
set in early September 2018 after consultation with all stakeholders.

4.4.2. Project Scope
e Al Applicable to 24 rooms and 2 corridors
e Walls - Make good surface and apply 2 coats matt emulsion —
colour to match existing
e Ceilings - Make good surface and apply 2 coats matt emulsion —
colour to match existing
e Skirtings, Facings & Doors (corridor facing only) - Make good
surface and apply 1 coat undercoat and 1 coat gloss — colour to
match existing
e Window Sills - Apply 1 coat undercoat and 1 coat gloss — colour to
match existing
e Shadow Gaps - Apply 2 coats satinwood — colour to match existing
e Flooring — Uplift existing flooring and remove, supply and lay carpet
tiles.
4.4.3. Project Completion
The project was completed on schedule and within budget. The new
facilities have been well received by students and staff.
4.4.4. Project Budget
Budget Costs:
Refurbishment all areas within scope £80,000
Branding £1,000
Total Project Budget Cost (exc Vat) £81,000
Project Costs:
Refurbishment all areas within scope £77,288
Branding £1,000
Total Project Cost (exc Vat) £78,288

4.5. Aberdeen City Campus, HR to CPD Move Project

4.5.1.

4.5.2.

Background

Proposals for HR department, which is currently fragmented and spread
out over two buildings to be located in one area. This will aid in the
running of the department and facilitate staff interactions with the
team. Provide an improved service to all as there services are now
centralised. Project brief was set in early September 2018 after
consultation with all stakeholders.

Project Scope

e Take down existing suspended ceilings and replace with new

¢ Uplift and dispose of existing flooring and replace with new

e Relocate existing fan coil to new meeting room

e Remove existing lighting and switches and replace with new

Take down and set aside 3 x doors for reuse

Take down partition between the reception and the office

Take down section of wall to allow the install of door into SLG5

Take down the 2 sections of partition from corridor and store into

the current CPD3

e Form new partition to the store, reuse door set, complete all
decoration and finishing



e Form new partition to the new meeting room and office, reuse door
sets and certify and commission all electrics and equipment.

4.5.3. Project Completion
The project was completed on schedule and within budget. The new
facilities have been well received by students and staff.

4.5.4 Project Budget
Budget Costs:

Construction / Fabric including prelims £64,070
Professional Fees £3,750
Branding £3,000
Total Project Budget Cost (exc VAT) £70,820
Project Costs:

Construction / Fabric including prelims £57,017
Professional Fees £3,185
Branding £3,000
Total Project Cost (exc VAT) £63,202

4.6. Altens ASET Aberdeen Platform Upgrade and Compliance to PSSSR 2000
Regulations

4.6.1. Background
Proposal to comply with PSSSR 2000 regulations, coupled with the
upgrading of the plant for backlog maintenance and to improve the
performance for teaching.

4.6.2. Project Scope

e Plant was subject to NDT testing

e Assessment of mechanical integrity of site pressure system ACL,
AC2, AC3 and AC4

e Replacement of valve pumps and pipework

e Authorised Engineer and Authorised Person training

e Documentation, certification, working pressure review amended
and signed off by British Engineering Services

e Full commission of the plant and handover to ASET for systems
control.

4.6.3. Project Completion
The project was completed on schedule and within budget. The new
facilities have been well received by students and staff.

4.6.4. Project Budget
Budget Costs:

Aberdeen Platform upgrade £70,833
Total Project Budget Cost (exc VAT) £70,833
Project Costs:

Aberdeen Platform upgrade £70,659
Variation for Hydrovars £8,387
Total Project Cost (exc VAT) £79,046

5. DISPOSAL OF SURPLUS PROPERTY
5.1 At its September meeting the, the Board received a presentation from the
College’s selling agents, including the current offer for the surplus Balgownie
Centre site. The Board agreed to seek further offers for the property. In a



subsequent meeting with the selling agents, their advice was to wait until Spring
2019 before undertaking targeted marketing.

5.2. The future of the Gordon Centre will be considered as part of the development
of the new Estates Strategy.

FINANCIAL IMPLICATIONS

6.1. Projects carried out in the year to date have been brought in on budget and
The College has started planning a programme of works for future years as part
of its longer term financial estates planning.

6.2. With future SFC funding expected to be extremely limited and targeted to
their “very high priority maintenance” areas, it is vital that the College secure
maximum returns on disposal of surplus assets but also that future projects
deliver value and are delivered efficiently.

CONCLUSION

7.1 Current Estates projects have been delivered on time and on budget. Longer
term financial and risk implications will be developed as part of our new Estates
Strategy.
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Title: Flexible Workforce Development Fund (FWDF) Update

Author: Duncan Abernethy, Director Contributor(s): lain Cocker, Business
of Business Development Development Manager

Type of Agenda Item:

For Decision
For Discussion

For Information

O X O 0O

Reserved Item of Business

Purpose:
To advise the Committee on the latest position with regard to the delivery of the
Flexible Workforce Development Fund (FWDF).

Linked to Strategic Goal:
This report and the contents therein are relevant to all five Strategic Goals
identified within the College’s Strategic Plan 2018-21.

Linked to Annual Priority:

3. Prioritise employer engagement and development of the offer to support the
tourism industry and build growth in engineering subjects.

Executive Summary:

Following on from the presentation on the College’s Business & Community
Development Team given to the Committee at its last meeting, Appendix 1
provides an update on progress regarding the delivery of the 2017-18 FWDF and
describes progress, opportunities and issues around the delivery of the 2018-19
Fund.

Recommendation:
It is recommended that the Committee note the contents of the report.

Previous Committee Recommendation/Approval (if applicable):
None

Equality Impact Assessment:
Positive Impact Ol

Negative Impact [0




No Impact

Evidence:




Agenda Item 52-18
Appendix 1

Background

The Flexible Workforce Development Fund was launched in September 2017. The
North East Region (NESCol) was allocated with funding of up to £1.1m on the basis of
a believed 1,175 Apprenticeship Levy payers in the Region. This is the third largest
allocation across Scotland behind Edinburgh and Glasgow.

By 30t June 2018, NESCol had secured applications from employers totalling over
£700k (with the late addition of £10k for NESCol following SFC confirmation that
Colleges could access the funds).

e BCD secured ‘contractual commitment’ from 71 employers totalling £646,527
worth of activity.
0 £438,713 will be delivered by NESCol
o0 £207,814 has been generated by BCD for delivery by ASET.
e ASET secured a further 8 employer proposals totalling £62,424.

In total, the training which has been secured for NESCol is £708,951 from 79
employers. £448,713 for NESCol delivery and £270,238 for ASET delivery.

It was noted that while some colleges used all of their allocation, these were
typically smaller regions with less Levy payers. Glasgow, Edinburgh and to a lesser
extent NESCol, had the largest underspends against budgets (but the biggest
budgets). No formal publication of these figures has been made.

For 2018/19, the Scottish Government agreed to maintain the fund at 2017/18 levels
(£1.1m for the North East Region), but has indicated that where funds appear to be
under-utilised by January 2019, they will ook to reallocate to areas where there is
increased demand. Some regions have already used much of their 2018/19
allocation and are actively seeking additional funds. The onus is therefore on us to
ensure that employers submit applications early and we enter into discussion with as
many as possible to utilise the full £1.1m.



Delivery of 2017/18 Programme

The FWDF rules required applications to be contractually committed by 30t June
2018 and training to have commenced by 30t September 2018.

Volume | Commentary

This figure is the total number of training requests
received from 79 proposals. Included within this sum

Total training requests 353 are multiple deliveries for training requests i.e. 1 request
could include 3 occurrence of Excel intermediate
and/or multiple days for supervisory courses.

Completed 107 Majority of these are taught courses delivered by ASET
and NESCol.
The majority of these are distance learning courses but

Commenced 112 some ASET courses are also included which have
started but are not yet complete.

scheduled 40 These are courses where dates have been arranged
for delivery.

To be aranged 73 These are courses where training has not commenced
and has still to be arranged.

No longer proceeding 7 These are training requests dropped by employer due
to staff member leaving etc.

Being arranged via 12

ASET These are training remains to be scheduled by ASET.

Expro application not 5 This is training originally requested but not arranged by

proceeding Expro in time for the SFC deadline.

Training to be

arranged (73)

Vehicle Maintenance 1

Distance learning there are 65 enrolments to be fulfiled from the 22

courses 22 requests outstanding

IT Courses 17

Project Management

Worldhost

Abrasive Wheels

Safe Handling of

power tools

F-Gas

Welding

Supervisory 13

British Sign Language 1




2018/19 Programme Delivery

The NESCol focus has been on completing the training for 2017/18, however we
have been receiving applications since 1t August 2018 and are now actively
marketing this year’s fund. There are 3 significant differences to the current fund:

1. The allowance for each Levy paying employer has increased from £10k to
£15k.

2. Employers are now permitted to ‘offer’ their allowance to up to two of their
supply chain companies.

3. Employers can include any supply chain staff in their own training
programmes.

To date, we have received 9 applications for this year’s fund totalling £125,303

We have commenced marketing campaigns through social media and direct
communication to those employers submitting applications in 2017/18.

SDS are supporting our activity and actively promoting the funds to their account
managed companies.

Employers are allowed under the rules to submit bids until 30t July 2019. In the event
that SFC decides to re-allocate funding based on activity at January 2019, there is a
risk of employer complaint. We should therefore maximise activity in advance of the
January deadline and categorise activity as ‘in-discussion’ in order to minimise the
risk.

Resources

Delivery to date has been through a combination of the College’s Business and
Community Development Team (BCD) staff managing the coordination of NESCol
training with teaching staff directly employed and Protocol National (PN), delivering
the training. ASET delivers using its existing training model.

The College’s Business Development Manager has now delegated a proportion of
his non-FWDF workload to other staff. This allows him to focus more on FWDF
activity.

In addition, BCD has now received approval to recruit a training coordinator to
support the recruitment of employers and delivery of training.

Approval in principle has also now been given for the use of room no G25 (formerly
the Boardroom in the City campus) for commercial training along with the adjacent
breakout room, office and toilet. This is particularly helpful where rooms have
previously been at a premium and delivery has been at times, delayed. The room is
also ideally positioned in terms of accessibility, toilet facilities, quality of finish, etc.

Training bottlenecks have gradually been addressed through the recruitment of
Associate Trainers and additional PN staff. We have also been able to take
advantage of underutilised college staff or granted them additional hours outwith
normal teaching times.



Looking forwards, use of existing College staff is at greater risk with the introduction
of Collective bargaining where teaching staff are restricted to 23 hours face to face
delivery. Planning commercial programmes into the current activity plans will help
to address the issue in the medium and longer term, supporting NESCol’s Business
Development Strategy which encourages greater commercial engagement across
College (and not restricted to BCD).
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Type of Agenda Item:
For Decision
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Reserved Item of Business

Purpose:
To inform the Committee of the outcome, recommendations and progress of the
Scottish Government-initiated Independent Review of Student Support.

Linked to Strategic Goal:

2. Develop the skills, talents and potential of all of the people who come to
college either to learn or to work.

Linked to Annual Priority:

15. Prioritise programme design and student support interventions to effect
significant improvements in early retention for all courses.

Executive Summary:

The Appendix to this report provides Members with some background information
pertaining to the Independent Review of Student Support conducted during
2017. The Appendix also provides a summary of the recommendations identified
within the final review report; the Scottish Government’s response to the
recommendations; the possible changes to be implemented with the college
sector, including some detail pertaining to the ongoing SFC consultation for
implementing proposed changes.

Recommendation:
It is recommended that the Committee note the information provided.

Previous Committee Recommendation/Approval (if applicable):
None




Equality Impact Assessment:
Positive Impact U
Negative Impact [
No Impact U

Evidence: As the recommendations identified within ‘A New Social Contract for
Students’ have still to be fully considered and implemented it is difficult, at this
time, to gauge fully the likely impact they could have.




Agenda Item 53-18
Appendix 1
Introduction

1. The final report of the independent review of student support was published in
November 2017. The report, ‘A New Social Contract for Students’ was
published after a year-long review, instigated by the Scottish Government
and led by the Independent Chair of the Scottish Student Support Review,
Jayne-Anne Gadhia, Chief Executive of Virgin Money UK.

2. The fundamental purpose of the review was to ‘consider how to support
students fairly, whatever their circumstances and whatever their chosen
educational path’.

3. Within the review report a series of recommendations were made. These are
documented below in the following section of this report.

Review recommendations: A summary
e Fair funding

0 There should be an entitlement to a Minimum Student Income of
£8,100 in both further and higher education;

o0 This should be delivered through a mix of bursaries and student loans,
with means-testing of bursaries to target support for those from the
poorest backgrounds;

o Student loans should be available in further education;

0 Further education loans should written off in full for those transitioning
from further to higher education;

o0 Studentloan terms should be enhanced by:

* Increasing the repayment threshold to £22,000;
= The write-off period for student loans being shortened from 35 to
30 years;
= A continuation of low interest rates (lowest of RPI or 1% above
Bank of England base rate).
e Parity

0 There should be a common funding system across both further and
higher education, with local face-to-face support available for
students;

0 There should be a common data system and a central budget for
student support;

o0 Greater flexibility for students should be introduced around when they
would receive financial support.

o Clarity

0 Assingle, centralised online portal should be created to provide
information to all students;

o Consistent guidance and communications should be available for
prospective students of all ages, parents and carers;

o0 There should be local support available to help students navigate the
funding system, especially those with more specialist needs;

0 There should be a special support payment for students on benefits in
further and higher education, similar to the approach already taken in
England, Wales and Northern Ireland.

e Costs to implement

0 Tosupport the introduction of student loans in further education, the

Scottish Government should provide an equal split of bursaries and


https://beta.gov.scot/publications/independent-review-student-financial-support-scotland/

loans for the poorest students in further education. This would provide
an immediate and meaningful improvement in funding to students
and would cost an additional £16m per year.

The Scottish Government response to the Review
4. On 9% June 2018, the First Minister (Nicola Sturgeon) gave a broad indication

7.

of the Scottish Government response to the Review. This was followed up by a
statement from the then Minister for Further Education, Higher Education and
Science (Shirley-Anne Somerville) to the Parliament on 12t June 2018.

In these announcements, Ministers indicated a number of changes to be
introduced in response to the review recommendations. The Minister’s
statement can be viewed on the Scottish Parliament website.

The Scottish Government stated that its priority for 2018-19 was to increase the
rate of bursary funding for Care Experienced students to £8,100 per year, the
Review’s recommended minimum student income. £5.2 million was allocated
to the Scottish Funding Council (SFC) to introduce this change in 2018-19.
Details of the implementation of the change for 2018-19 were sent to the
College sector on 29" June 2018.

Changes to be implemented in 2019-20: A summary

8.

The Scottish Government has indicated that, in addition to the £5.2 million for
Care Experienced students, a further £16 million (total £21.2 million) will be
provided to SFC and SAAS in 2019-20. This funding will be used to implement
the following changes to FE student support:

a. Anincrease in maximum FE bursary rate to £4,500 p.a.;

b. A guaranteed award of bursary for eligible FE students and a
guarantee to bursary, rather than EMA, for eligible students aged 18
and over;

c. The development of an online portal to provide students with

information, advice and guidance;
The continuation of the £8,100 rate for Care Experienced students;

e. The funding available will also be used to make the following changes
to HE student support:

i. Anincrease in maximum HE bursary rate from £1,875 p.a. to
£2,000 p.a.;
i. Anincrease to the income thresholds for HE means testing;
ii. Improvements to the conditions for the repayment of student
loans.
It is worth noting that as well as the additional £21.2 million SFC and SAAS are
being allocated, the way in which changes are implemented will be
influenced by SFC’s overall budget settlement for 2019-20. At the time of
writing this paper this settlement had still to be confirmed.

o

SFC consultation

9.

The SFC, through its Further Education Student Support Advisory Group
(FESSAG), has now entered into a period of consultation on those elements
which relate to possible student support changes for FE students. These
include:
0 Anincrease in maximum FE bursary rate i.e. an annual sum of £4,500
per year equating to a weekly maintenance award of £104.65;
o Further guidance and clarity on the Ministerial ‘commitment’ to a


http://www.parliament.scot/parliamentarybusiness/report.aspx?r=11595&i=105109
http://www.parliament.scot/parliamentarybusiness/report.aspx?r=11595&i=105109
http://www.sfc.ac.uk/web/FILES/GuidanceStudentSupport/Update_to_student_support_guidance_2018-19.pdf

‘Bursary Guarantee’;

0 The continuing status of the Educational Maintenance Allowance
(EMA);

o Consideration of SFC not allocating bursary maintenance funding to
colleges at the outset of the academic year, but holding the funds
centrally; funds which could be drawn down by colleges on a month-
to-month basis;

o The development of an online portal to provide greater clarity on the
funding that students are able to access;

o0 The extension of the Care Experienced bursary which will be continued
into 2019-20. At this stage it is anticipated that both the policy and the
rate of Care Experienced Bursary (£8,100 per annum) will be the same
asin 2018-19.

Conclusion
10. It is anticipated that, by the end of this academic year, there will be greater
clarity of how the review recommendations shall be implemented for 2019-20
and what impacts there will be for colleges and their students, existing and
prospective. Further updates will be provided to Members of the Curriculum &
Quality Committee as information becomes available.
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Executive Summary:

The College has been made aware of correspondence, via Colleges Scotland,
between the Government Actuary’s Department (GAD) and the Scottish Public
Pensions Authority (SPPA) — a copy is attached as Appendix 1.

The correspondence relates to the 2016 valuation of the scheme and employer
contribution rates and proposes that, to rectify a breach of the Scheme Cost
Cap, employers’ contributions will have to rise by 5.2% from April 2019. For North
East Scotland College, this would mean an annual cost of around £600k, with a
cost across all Scottish colleges of around £10M p.a.

Consultations are ongoing with representative bodies, including the Convention
of Scottish Local Authorities, Colleges Scotland, and trades unions, as to options
to mitigate this cost.

The College Finance Development Network and Colleges Scotland are seeking

actuarial advice to better understand the full reasoning behind the breach and
of the likely outcomes and further reports will be made to Committee and Board
when this is known.
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Jim Preston, Scottish Public Pensions Agency

Brenda Callow, Scottish Public Pensions Agency
www.gov.uk/gad

21 September 2018
Dear Lorimer, Jim, Brenda

2016 Valuation of the Scottish Teachers' Pension Scheme — provisional
valuation results following 6 September amendment of HMT draft Directions

Summary

The provisional valuation results as at 31 March 2016 for the Scottish Teachers' Pension
Scheme, based on the draft amending directions issued by HM Treasury (HMT) on 6
September 2018, are:

> The cost cap cost of the scheme is 8.7%, which is 3.7% lower than the employer cost
cap of 12.4% set in the 2012 valuation, and so breaches the 2% cost cap margin.

> The employer contribution rate required over the implementation period of 1 April
2019 — 31 March 2023 is 19.2% of pay, before any adjustment to member benefits or
contributions to rectify the breach. This compares with the current employer
contribution rate of 17.2%.

> An employer contribution rate required over the implementation period of 22.4%,
after the ‘default rectification’ adjustment to scheme benefits.

> Balance sheet deficit of £1.3bn.
Introduction

This letter is addressed to the Scottish Public Pensions Agency (‘SPPA’) and its purpose is
to provide provisional valuation results as at 31 March 2016 for the Scottish Teachers'
Pension Scheme (‘the scheme’). These results were commissioned by the SPPA following
the draft amending Directions issued by HMT on 6 September 2018.

It is recognised this letter may be made available to the Scheme Advisory Board (SAB) of
the scheme as part of the consultation process relating to the actuarial valuation as at 31
March 2016 and may also be shared with HM Treasury.

Full details of the results are set out in Annex A to this letter and the headline results are
also shown below. These results are based on:

> HMT Directions, as revised by the amending directions published in draft on 6
September.

At GAD, we seek to achieve a high standard in all our work. We are accredited under the Institute and Faculty of
Actuaries’ Quality Assurance Scheme. Our website describes the standards we apply.



https://www.gov.uk/government/organisations/government-actuarys-department/about/terms-of-reference#the-actuaries-code
http://www.gov.uk/gad

> Our draft advice on scheme specific assumptions which has previously been
provided to SPPA and shared with the SAB. This advice is contained in our draft
report “Advice on assumptions” dated September 2017, in conjunction with the
agreed changes to that advice resulting from the discussions at the Scheme Advisory
Board meeting of 12 December 2017.

> Data as detailed in the draft data report dated 21 September 2018.
Consequently, valuation results in this letter are provisional until the Directions are confirmed
and finalised. If the current draft Directions are finalised without any changes, the results set
out in this letter will remain unchanged?.

Cost cap cost of the scheme

The cost cap cost of the scheme calculated as at 31 March 2016 is set out in the table
below, together with the comparison with the employer cost cap from the previous valuation.

Table 1: employer cost cap

2016 valuation

Employer cost cap set at 2012 valuation (also known

0,
as the target cost) 12.4%

Cost cap cost of the scheme at 2016 valuation 8.7%

Cost cap of the scheme less Employer cost cap 8.7)%

The cost cap cost of the scheme in 2016 is 3.7% lower than the employer cost cap set at the
2012 valuation. This letter provides confirmation by the scheme actuary that the 2% margin
set out in Regulations under the Public Service Pensions Act 2013 around the cost cap cost
of the scheme would be breached based on the current draft Directions, as amended (formal
notification will follow finalisation of the directions).

Regulation 214A and Schedule 4 of the Teachers' Pension Scheme (Scotland) (No 2)
Regulations 2014 (SSI 2014/292) (as amended by SSI 2015/97) provide for a process
whereby the responsible authority and the SAB seek to reach agreement within 6 months on
the necessary steps to be taken to restore the cost to the scheme’s target cost. If such
agreement cannot be reached then the regulations provide that the accrual rate of the
reformed scheme is adjusted so that the employer cost cap cost of the scheme for the
implementation period (1 April 2019 to 31 March 2023) is restored to the scheme’s target
cost.

The results shown in this letter have been calculated before any adjustment to restore the
scheme’s target cost. We also show the employer contribution rate should the default
position in regulations apply i.e. rectification by adjustment of the reformed scheme accrual
rate. Other rectification approaches may have different impacts on the employer contribution
rate. In particular, certain approaches may lead to scheme-specific assumption changes
being required. For example, if commutation factors were improved, it may be appropriate to
assume members commute more of their pensions.

! There is the potential for the passage of time to change certain parameters of the calculation that
could potentially affect the final valuation results.



Headline results

Employer contributions and scheme deficit

The headline results below show the funding position and employer contribution rates before
any actions taken to rectify the cost cap breach (“Pre rectification”) and the outcome using
the default accrual rate adjustment (“Default rectification”), together with the corresponding
employer contribution rate and funding position from the previous valuation.

Table 2: valuation balance sheet

2012 valuation 2016 valuation
Pre rectification Default rectification

Employer contributions

Implementation period 2015 to 2019 2019 to 2023 2019 to 2023
Balance sheet position

Aggregate assets £19.6bn £21.5bn

Aggregate liabilities £20.9bn £22.8bn

Surplus (shortfall) £(1.3)bn £(1.3)bn

The default rectification approach is an improvement to the 2015 reformed scheme accrual
rate from 1/57.0 to 1/49.6 for service from 1 April 2019 to 31 March 2023. This results in an
additional employer contribution rate of 3.2% of pensionable pay, with no change in the
balance sheet position.

As you can see from the table above, the employer contribution rate over the implementation
period is higher following the 2016 valuation compared with the corresponding period
following the previous valuation, and the deficit at the 2016 valuation is the same as at the
previous valuation. The main reasons for this are the changes to directed assumptions for
the 2016 valuation, in particular the reduction in the SCAPE discount rate from 3% pa to
2.8% until April 2019 and 2.4% pa thereafter. This higher employer contribution rate is due to
a combination of the increased cost of benefits accruing over the implementation period
(future service costs).

Employer cost cap

Table 3 sets out the employer cost cap shown above together with the rate resulting from the
default rectification option.

Table 3: employer cost cap including default rectification

2016 valuation Pre rectification Default rectification
Employer cost cap set in 2012 valuation 12.4% 12.4%

Cost cap cost of the scheme 8.7% 12.4%

Difference (3.7)% 0.0%




The addition to the overall employer contribution rate after default rectification is slightly
lower than the cost cap difference (3.2% compared with 3.7%). This is because
improvements apply only to members of the 2015 reformed scheme and some protected
members will remain in the pre-2015 schemes over the 2019-2023 period.

The main drivers of the fall in the cost cap cost compared with the previous valuation are:

> The change in the nature and term of the short-term earnings assumptions adopted
for the 2016 valuation.

> The reduction in life expectancies resulting from the use of the ONS 2016 population
projections rather than the ONS 2012 projections.

The cost cap cost of the scheme has decreased whilst the employer contribution rate has
increased. This is because the impact of certain changes in assumption which materially
affect the employer contribution rate are excluded from the cost cap mechanism, the most
significant of these being the change in the SCAPE discount rate. The change in the
discount rate has a significant impact on the employer contribution rate.

Next steps

In line with the scheme regulations, SPPA should consult with the SAB and seek to reach
agreement on the necessary steps to be taken so that the employer cost cap cost of the
scheme is restored to the scheme’s target cost. If not agreement is reached, the default
position is for the accrual rate of the 2015 scheme to be adjusted.

The results in this letter are based on the amending Directions issued in draft on 6
September which are subject to consultation before being finalised. Our formal report on the
valuation, including the final data report and assumptions advice report will follow finalisation
of the directions which is expected as part of the 2018 budget.

Given the directions require rectification of a confirmed cost cap breach is implemented from
April 2019 we recommend that SPPA ask the SAB as soon as possible and in anticipation of
the breach being confirmed within the coming months.

This letter is suitable for the purposes of initiating that request to SAB and the results may be
taken as final should the directions be finalised in line with the draft. It should be noted
however that the passage of time may result in some adjustments being necessary to reflect,
for example, confirmed pension increases, or changes to the member contribution structure
to be applied from April 2019.

Compliance and limitations

This paper should be read in conjunction with our “Advice on assumptions” report, draft
dated September 2017, the subsequent papers and correspondence relating to discussions
around updating these assumptions at the 12 December 2017 SAB meeting, and our
“‘Report on membership data”, draft dated 21 September 2018.

This report should not be reproduced or disseminated to parties other than those mentioned
in the introduction above without our prior consent. The Government Actuary’s Department
(GAD) does not accept any liability to third parties, whether or not it has agreed to the
disclosure.



This work has been carried out in accordance with the applicable Technical Actuarial
Standard: TAS 100 and TAS 300 issued by the Financial Reporting Council (FRC).The FRC
sets technical standards for actuarial work in the UK.

Yours sincerely

- g 1/ ‘l ( ﬂ,"‘ L/ .'.%
d{)ﬂ’g! fwzﬁf’% :V;:;{,.[/_\Tj I@W
_.-—’--—-_.r_-fﬁ_ v Y]
George Russell Garth Foster
Chief Actuary (Scotland & Northern Ireland) Actuary

Figures shown may not sum to totals due to rounding effects



Annex A — Summary of employer contribution

Table Al - Valuation balance sheet

rate results

£ billion Direction £ billion
31 March 2016 31 March 2012

Aggregate scheme assets 21.5 25(1) 19.6
Aggregate scheme liabilities in respect of:

Active members 9.2 - 9.3

Deferred pensioners 1.2 - 1.1

Pensioners 12.4 - 10.5
Total aggregate scheme liabilities 22.8 24(1) 20.9
Surplus (Shortfall) (1.3) - (1.3)




Table A2 - Contribution rates

2016 valuation 2012 valuation?

Direction

Contribution rate required to be paid for 15 years from
1 April 2019 to correct shortfall at 31 March 4.3% 27(1)(a) 4.5%
2016 (A)

Contribution rate required to be paid for 15 years from
1 April 2019 to correct underpayment 0 0
(overpayment) of contributions between 1 (0.5)% 21(1)(e) 0.5%
April 2016 and 31 March 2019 (B)

Contribution rate required to cover cost of benefits
accruing between 1 April 2016 and 31 March 24.5% 27(1)(b) 26.4%
2019

Less normal member contribution rate expected

between 1 April 2016 and 31 March 20191 9.5% 28(a) 8.8%
e i S PN L 17,206 w0 140
Net contrzi(t))féiggdsggr,\tjglrlcgeé(c)izs) between 1 April (2.2)% 2 70
oo oo 15.4% 12.2%
e eovenvang ) 249%1 w0 218%
Less nori%fgllgnrﬁ;r:]tt):trigr?r;)terirti)(;gizo(%)rate expected over 9.5% 28(c) 9.6%
s o s o0 192% 17.2%

1 Expected outturn from scheme accounts and assuming 2018/19 in line with 2017/18.
2 Based on current employee contribution rates and thresholds continuing.

3 Corresponding payment periods all 4 years earlier

T Excluding cost of improving 2015-scheme accrual rate to correct cost cap breach



Table A3 - Valuation balance sheet - Comparison with previous valuation

£ billion
Surplus (shortfall) at 31 March 2012 (1.3)
Interest on surplus (shortfall) (0.3)
Excess (shortfall) of contributions paid against cost of benefits accruing 2012 to 2016 (0.2)
Past Service Cost effect from GMP interim solutions (0.0)
Repayment of deficit 0.1
Impact of known Pl on discount rate for 2014/15 and 2015/16 (relative to short term
earnings assumptions) (0.3)
Experience effects
Pay increases higher than expected, including promotional salary experience 0.4
* Other membership experience is small individually and broadly neutral overall
Change in financial assumptions (1.0)
Impact of change in demographic assumptions (including change in ONS projection
table) 1.2
Unattributed 0.1
Surplus (shortfall) at 31 March 2016 (1.3)

Table A4 - Employer contribution rate - Comparison with previous valuation
% pay

Employer contribution rate determined at 31 March 2012 17.2%
Change in financial assumptions 3.9%
Impact of change in demographic assumptions (including change in ONS projection table) (1.1)%
Change owing to past service adjustment (difference in deficit) (1.2)%
Run-off of the Pre-Reform Scheme 0.0%
Change in average age (accrual cost) 0.4%
Change in longevity assumption due to passage of time (accrual cost) 0.2%
Change in average SPA (accrual cost) (0.1)%
Expected member contribution rate over implementation period lower than target yield 0.1%
Cost of PSTC (0.1)%
Unattributed (0.1)%
Employer contribution rate determined at 31 March 2016, before the approach 19.2%
adopted to rectify the Cost Cap cost '
Change in scheme accrual rate to rectify the Cost Cap cost (default approach under 3.20%
regulations) '
Employer contribution rate determined at 31 March 2016, after default approach to 22 4%

rectify the Cost Cap cost




Employer cost cap

Table A5 - Change in cost cap fund

£ billion
Initial Cost Cap Fund (set at 31 March 2015) 9.7
Plus Cost Cap Income 0.6
Less Cost Cap Benefits Paid (0.0)
Less Cost Cap Net Leavers Liability (0.3)
Plus Cost Cap Notional Investment Return 0.2
Cost Cap Fund (at 31 March 2016) 10.2
Table A6 - Comparison of cost cap fund and cost cap liabilities
All figures at 31 March 2016 £ billion
Cost Cap Liabilities 9.3
Relating to benefits accrued in the pre-2015 scheme and for 8.9
members in service at the valuation date '
Relating to benefits accrued in the post-2015 scheme 0.3
Cost Cap Fund 10.2
Cost Cap Surplus (Shortfall) 0.9
Table A7 - Cost cap contribution rates
% pay
Employer cost cap set at 2012 (B) 12.4%
Employer cost cap (A) o
(after SCAPE adjustment) 16.7%
Cost cap difference’ (A-B) 4.3%
Before Default
Cost Cap Cost of the Scheme rectification  rectification of
of cost cap cost cap
Cost Cap Future Service Cost
(Contribution rate required to cover expected cost of benefits accruing 0 0
between 1 April 2019 and 31 March 2023 by reference to assumptions in 25.4% 29.1%t
Direction 40)
Add Cost Cap Past Service Cost
(Contribution rate required to be paid for 15 years from 1 April 2016 to (2.9)% (2.99%
correct Cost Cap Shortfall at 31 March 2016)
Deduct Cost Cap Contribution yield
Contribution yield expected from members between 1 April 2016 and 31 9.5% 9.5%
March 20192
Deduct Cost Cap Difference! 4.3% 4.3%
Cost Cap Cost of the scheme 8.7% 12.4%
Difference between Employer cost cap and Cost Cap Cost of the (3.7)% 0.0%

Scheme

1. Impact of change in the SCAPE rate and long term earnings assumption
2. Based on current employee contribution rates and thresholds continuing.
T Including cost of improving 2015-scheme accrual rate to correct cost cap breach



Table A8 - Analysis of difference between Employer cost cap and Cost Cap Cost of
the Scheme

Past Accrual

service cost
Change in financials? (1.2)% n/a
Change in mortality assumptions? (0.99% (1.00%
Changes in demographic assumptions?® (0.5)% (0.2)%
Change in average age* n/a 0.3%
Change in average SPA> n/a (0.1)%
Identified experience gain® (0.3)% n/a
Mortality improvements: improvement due to elapsed time’ n/a 0.2%
Expected member contribution rate over implementation period lower n/a 0.1%
than target yield
Cost of PSTC n/a (0.1)%
Unexplained?® 0.0% 0.0%
Ig;?)l Change in cost cap cost of the scheme (past service/accrual (2.9)% (0.8)%
Change in cost cap cost of the scheme (3.7%

1. Whilst any change in long-term assumptions is outside the cost cap mechanism this item reflects
the impact of the changes in short-term assumptions between the 2012 and 2016 valuation
versions.

2. This is a combination of the change in the scheme specific assumption and the change in the
directed mortality improvements resulting from the change from ONS 2012 to 2016. This results in
a reduction in expected future life expectancy.

3. This is the impact of changes to demographic assumptions other than mortality, primarily the
increase in the proportion of pension that members are assumed to commute at retirement.

4. Any change in the average age of the membership at successive valuation dates will affect the
assessed cost of future benefit accrual. As the directions require the estimation of the cost of
benefit accrual for future periods any assumption about ageing in the future may also contribute to
the change in expected cost. At the 2012 valuation is was expected that the retirement, and
replacement, of older members of the scheme would reduce the average age of the membership
by around 2¥% years by the time of the 2016 valuation. In fact, the data indicates that the average
age has only fallen by just under half a year (average age as at 31 March 2016 was 45.2 years,
and was 45.6 years at 31 March 2012). This variation relative to expectations is reflected in an
increase in the cost of accrual.

5. Although there has been no change in the timetable of SPA used for the valuation the passage of
time means that current members (with close to the same average age as the 2012 membership),
have on average, later SPA than the previous membership set. The later retirement dates result
in cost savings in the 2015 schemes.

6. The experience gain shown relates mainly to pay. The impact of pay restraint on overall
pensionable pay growth has resulted in lower increases over 2015/16 than assumed at the 2012
valuation. Assumed growth is the combined assumption of both general pay growth as directed
and promotional pay growth as set on a scheme specific basis.

7. The passage of time and the nature of the directed assumption for mortality improvements means
that a member now aged 45 will have a different future life expectancy to a member aged 45 at
the 2012 valuation. The figures shown reflect the impact of the passage of time on future life
expectancy between successive implementation periods. The impact shown is after allowance for
the change in improvement basis shown in (2).

8. The unexplained item is nil in respect of past service, due to data limitations, the NLL has been
set to ensure there is no unexplained item.
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Annex B — Summary of assumptions

Financial assumptions

31 March 2016 draft

31 March 2012

Discount rate

For liabilities and
contribution rate

For cost cap rate

2.8% pa real; 4.86% pa nominal until 2019
and then 2.4% pa real; 4.45% nominal

2.4% pa real; 4.45% nominal

3% pa real; 5.06% pa nominal

3% pa real; 5.06% pa nominal

Pensmn 2% pa 2% pa
increases
Long term salary 4.2% pa, 2.2% pa in excess of assumed 4.75% pa, 2.75% pa in excess of assumed
growth CPI CPI
Year Gross Pension  Salary Year Gross Pension  Salary
discount increases growth discount increases growth
rate rate
2016/17 3.83% 1.0%1? 1.2% 2012/13 5.27% 2.2% 1.8%
Short term 2017/18 5.88%  3.0%2  2.2% 2013/14 5.78% 2.7% 0.5%
variations in 2018/19 5.06% 2.2% 2.1% 2014/15 5.27% 2.2% 1.5%
assumptions 2019/20  4.24% 1.8% 2.3% 2015/16  5.16% 2.1% 2.0%
2020/21 n/a n/a 2.6% 2016/17 n/a n/a 2.5%
2021/22 n/a n/a 2.8% 2017/18 n/a n/a 3.0%
2022/23 n/a n/a 3.0% 2018/19 n/a n/a 3.0%
1. Order made for 2016/17.
2. Order made for 2017/18.

Mortality assumptions

2016 valuation

2012 valuation

Baseline mortality

Standard table and
adjustments

Standard table and
adjustments

Males

Retirements in normal health

Current ill-health pensioners

Future ill-health pensioners

Dependants

119% of S2NMA_L

107% of SINMA_L

Age dependent assumption:

<76: 79% of S2IMA
with an underpin of 134% of S2NMA
>75: 134% of S2NMA

100% of S2IMA
135% of S2NMA

Age dependent assumption:
<72: 73% of S1IMA
>71: 128% of SINMA

100% of S1IMA
122% of SINMA
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Females

Retirements in normal health

Current ill-health pensioners

Future ill-health pensioners

Dependants

Age-dependent adjustments Age-dependent adjustments
to SINFA_L: to SINFA_L:
<80: 84% <80: 83%
80-84: 97% 80-84: 95%
85-89: 113% 85-89: 110%
>89: 122% >89: 119%
Age dependent assumption:
<76: 96% of S2IFA Age dependent assumption:
with an underpin of 128% of S2NFA <72:100% of S1IFA
>75: 128% of S2NFA >71: 123% of SINFA
100% of S2IFA 100% of S1IFA
107% of S2DFA 99% of S1IDFA

Future mortality improvements are in line with the most recent ONS population projections at
the date of each valuation: ONS-2016 projections for the 2016 valuation and ONS-2012
projections for the 2012 valuation.

Details of other demographic assumptions are provided in our draft assumptions report.

Notional fund roll up

Notional assets CCF
2012/13 5.27% N/a
2013/14 5.78% N/a
2014/15 4.25% N/a
2015/16 2.90% 2.30%

*To note the rate of roll up for 2015/16 is set differently for the notional assets and the cost cap fund.

Projected pensionable payroll

The following projected payroll has been used in the valuation calculations.

Projected pensionable payroll

£ billion
2019/20 2.5
2020/21 2.6
2021/22 2.6
2022/23 2.7
2023/24 2.8
2024/25 2.9
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