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INSIGHT
CLARITY
ADVICE

Actuary’s certification
of the calculation of technical provisions

This certificate is provided for the purpose of Section 225(1) of the Pensions Act
2004 and Regulation 7(4)(a) of the Occupational Pension Schemes (Scheme
Funding) Regulations 2005

Name of scheme: The Church of England Funded Pensions Scheme

Calculation of technical provisions

| certify that, in my opinion, the calculation of the scheme’s technical provisions as at

31 December 2015 is made in accordance with regulations under section 222 of the
Pensions Act 2004. The calculation uses a method and assumptions determined by the
trustees of the scheme and set out in the Statement of Funding Principles dated

21 December 2016.

Signature: ... AXICTTTT T Date: 21 December 2016
Name: Aaron Punwani Qualification:  FIA
Address: Lane Clark & Peacock LLP

95 Wigmore Street
London W1U 1DQ

Lane Clark & Peacock LLP 1s a hmited hability partnership registered i England and Wales with registered number OC301426 LCP s
a registered trademark in the UK (Regd TM No 2315442) and in the EU {Regd TM No 002935583) Al partners are members of Lane
Clark & Peacock LLP

A list of members names 1s avallable for inspaction at 95 Wigmore Street, London W1U 1DQ, the firm s principal place of busness and
registerad office  The firm is regulated by the Institute and Facully of Actuanes in respect of a range of investment business aciivities
Locations n Landen Winchester, the Netherlands and ireland

Lane Clark & Peacock LLP Trustee Consulting Investment Consulting Corporate Consulting Insurance Consulting Business Analytics
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Church of England Funded Pensions Scheme
(“the Scheme”)
Statement of Funding Principles

We, the Church of England Pensions Board, as Trustee of the Church of England
Funded Pensions Scheme, have produced this statement which describes our
policy for securing that the Statutory Funding Objective under Section 222 of the
Pensions Act 2004 is met.

It sets out:

= our policy for assessing the “technical provisions” — that is the amount of money
the Scheme should aim to hold, from time to time; and

@ how we intend to manage any difference between the amount of money in the
Scheme and the technical provisions.

This statement has been prepared as part of the Scheme's actuarial valuation as at
31 December 2015. We have taken advice from the Scheme Actuary, Aaron Punwani,
when drawing up this statement and have agreed it with the Responsible Bodies.

1.  Technical provisions

We have decided that the technical provisions and the future service contribution rate
should be calculated using the method and assumptions set out in the Appendix to this
document.

We chose this method and these assumptions following consultation with the
Responsible Bodies, as required by law. [n arriving at them, we took advice from the
Scheme Actuary, and we took account of various relevant factors (in particular the ability
of the Responsible Bodies to support the Scheme and the expectation that the Scheme
will remain open to new members for the foreseeable future).

2. Recovery plan

If the value of the Scheme’s assets is less than the technical provisions, we are required
to set a recovery plan, in consultation with the Responsible Bodies, that is designed to
eliminate the difference by the payment of additional “deficit” contributions.

The objective is to aim for any difference to be eliminated by 31 December 2025. This
period was set after considering the financial strength of the sponsors and their ability to
pay the resulting contributions.

In calculating the necessary contributions allowance is made for returns from the Fund's
investments at the rates set in the Appendix. It is recognised that these returns are
higher than those anticipated when calculating the technical provisions.
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3. Discretionary benefits

The Rules allow for benefits in payment to be increased at the discretion of the Trustee
and with the agreement of the sponsors.

In setting the technical provisions we have made no allowance for such discretionary
awards. To the extent that any were to be granted in future, appropriate arrangements
would need to be made at that time to meet the cost of doing so.

4. Payments to the Responsible bodies

We do not currently expect to make any payments back to the Responsible Bodies.

5. Contributions other than from the Responsible Bodies

There are no arrangements in place for any contributions to be paid to the Scheme other
than from the Responsible Bodies.

6. Cash equivalent transfer values

Under current legislation, the trustees may reduce transfer values to take account of the
funding level of the Scheme.

Cash equivalent transfer values are calculated on a basis determined by us, having
received advice from the actuary. The Board does not currently expect to reduce
transfer values, even if the funding level in the Scheme would permit this. However, the
position will be kept under review with the actuary if the need arises.

7. Reviewing the valuation position and this statement

We will normally commission a full actuarial valuation every three years. Under rule 15.6
of the Scheme, we can request full valuations more frequently than every three years
and, depending on circumstances, we may do so from time to time.

This statement replaces the previous statement, which was dated 3 September 2013.

We will review and, if necessary, revise this statement as part of each valuation. We
may review it at other times.
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This statement of funding principles was prepared on ........<7..

Signed on behalf of the Board

Date: ....... 2‘ ..... December 2016

Signed on behalf of the Responsible Bodies

December 2016.
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Church of England Funded Pensions Scheme Appendix
Statement of Funding Principles
Actuarial method and assumptions

The method and assumptions for calculating the technical provisions, future service
contribution rate, and the recovery plan are set out below.

1. Technical provisions
Actuarial method

Projected unit method with a one year control period.

Gilt return and price inflation assumptions

The assumptions for the future return on gilts and price inflation are derived consistently
as described below:

® The return from gilts over each future year is taken from the latest available yield
curve as at the valuation date for fixed interest gilts as published by the Bank of
England (adjusted for changes in market conditions between the effective date of
the curve and the valuation date) and extrapolated for later durations.

u Price inflation as measured by the Retail Prices Index (“RPI") over each future year
is as implied by the tatest available yield curves as at the valuation date for fixed
interest and index-linked gilts as published by the Bank of England (adjusted for
changes in market conditions between the effective date of the curves to the
valuation date) and extrapolated for later durations.

For illustration, as at 31 December 2015, the assumptions for the retum on gilts and RPI
inflation were as shown in the chart below:

Gilt returns and implied RPI inflation as at 31 December 2015

2015 2023 2031 2039 2047 2055

— Gilt curve = ses-- RPI - Gilt curve
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Gilt retums 2.6% pa
RP! inflation 3.2% pa

Investment returns

The discount rates to assess the present value of future benefit payments will be set to
reflect the following assumed investment strategy:

E For investments backing liabilities for pensions in payment (from time to time), an
allocation to gilts of 33% from the valuation date until 31 December 2019 and
thereafter increasing linearly to 70% by 31 December 2030, with the balance
invested in return-seeking assets; and

= For investments backing liabilities prior to retirement, a 100% allocation to return-
seeking assets.

The actual discount rate used for each future year will be a combination of the
anticipated rate of return on gilts and the anticipated return on return-seeking assets,
consistent with the above strategy.

The anticipated rate of return on return-seeking assets will be the anticipated rate of
return on gilts plus 2.0% pa, subject to review at each valuation.

Other assumptions

Future benefit payments are projected using the assumptions set out below.

. Pension increases to pensions in payment calculated over each future year at a
rate reflecting the provision of the rules, the assumption for RPI inflation in that
year and the volatility of RPI inflation of 1.8% pa, subject to review at each
valuation

For illustration, as at 31 December 2015 the resulting single equivalent average
assumed rates of pension increase were:

Pension increase Assumption

RPI subject to a maximum of 5% pa 3.1% pa
RPI subject to a maximum of 3.5% pa 2.6% pa

. No allowance for discretionary pension increases.
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Future increases in pensionable stipends (except where already known) are
assumed to be in line with RPI. No explicit allowance is made for promotions.

No annual withdrawal of active members before retirement or death.

Retirements according to the following scale:

Age Number (out of every 100 retirements)
60 4
61 5
62 5
63 6
64 6
65 59
66 9
67 1.5
68 1.5
69 1.5
70 1.5

An allowance for ill health retirements in line with the following table:

Proportion of non-pensioner members

retiring due to ill health at each age

39 and under
40 - 47
48 - 53

54

55

56

57

58

59
60 - 62
63 - 65
66 to 68

69 and over

0.0%
0.1%
0.2%
0.3%
0.4%
0.5%
0.6%
0.7%
0.8%
1.5%
2.0%
2.5%
0.0%

No allowance for commutation of pension at retirement in excess of the retirement

lump sum provided as part of the standard benefit scale.

For mortality post-retirement and pre-retirement;

80% of the S2NMA and S2NFA tables; and

Appendix (cont)
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= projected from 2007 in line with the CMI 2015 core projections with along-  Appendix (cont)
term annual rate of improvement of 1.5% for both males and females.

. 80% of current pensioners are assumed to have a spouse or civil partner as at the
valuation date. 80% of other members assumed to be married or have a civil
partner at retirement, or earlier death.

" Spouses/civil partners assumed to be three years younger (male members) or
three years older (female members) than the member.

. An allowance for expenses of approximately 1.2% of total pensionable stipends,
with precise details set out in the Schedule of Contributions.

B Pension Protection Fund (PPF) levies are to be met by the Scheme's assets.

2. Recovery plan

The allowance for the return on existing assets during the period covered by the
recovery plan are as adopted for the calculation of the technical provisions except that
the anticipated rate of return on return-seeking assets during the recovery period will be
2.5% pa above the anticipated return on gilts, subject to review at each valuation.

The calculation of the additional contributions due under the recovery plan also assumes
that the number of active clergy will decrease by 1.5% pa.

9 December 2016
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Church of England Funded Pensions Scheme
(“the Scheme”)
Recovery Plan

The actuarial valuation of the Scheme as at 31 December 2015 revealed a deficit
(technical provisions minus value of assets) of £236m.

In accordance with Section 226 of the Pensions Act 2004, the Church of England
Pensions Board, as Trustee of the Scheme, has prepared this recovery plan, after
obtaining the advice of Aaron Punwani FIA, the Scheme Actuary.

1.  Steps to be taken to ensure that the statutory funding objective is met

The Trustee has determined, after consultation with the Responsible Bodies, that
Responsible Bodies will pay contributions at the following level to eliminate the funding
shortfall (in addition to the contributions required to meet accruing benefits).

L 14.1% of pensionable stipends until 31 December 2017
= 11.9% of pensionable stipends from 1 January 2018 for a period of 8 years.
2.  Period in which the statutory funding objective should be met

The deficit is expected to be eliminated by 31 December 2025. This is based on the
following assumptions:

L] Technical provisions are calculated according to the method and assumptions set

= The return on existing assets and deficit contributions during the period are as
adopted for the calculation of the technical provisions except that the allowance for
the additional returns from return-seeking assets is 2.5% pa above the return on
gilts.

. The number of active clergy will decrease by 1.5% pa.
3. Progress towards meeting the statutory funding objective

It is expected that 50% of the above additional contributions will have been paid by
28 February 2021.



3185135

Page 2 of 2

4. Agreement by the Trustee and the Responsible Bodies

This recovery plan was prepared on l‘ December 2016.

Signed on behalf of the Board

Signaturez...mmcf /@4"\‘7

Name: MWV.KM‘/
CED

Position: ... s
Date: ....... 2 \ ...... December 2016

Agreed on behalf of Responsible Bodies

s|gnature&W5{@V%7W:ﬂy

.......................... T KenS
Position: CED

Name: ...

Date: ......... Z\ ..... December 2016

9 December 2016
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Church of England Funded Pensions Scheme
(“the Scheme”)
Schedule of Contributions

This Schedule of Contributions has been prepared by the Church of England
Pension Board (“the Board”), as Trustee of the Scheme, in accordance with Part 3
of the Pensions Act 2004 and the Occupational Pension Schemes (Scheme
Funding) Regulations (S| 2005/3377). It sets out the contributions, other than the
members’ additional voluntary contributions, payable to the Church of England
Funded Pensions Scheme (“the Scheme”) for the period between the date that this
Schedule of Contributions is certified and 31 December 2025, subject to review at
future actuarial valuations.

It also shows the contributions that were paid to the Scheme between the effective date
of the valuation and the date that the actuary signs this schedule.

The Responsible Bodies and the Church of England Pensions Board, as Trustee of the
Scheme, have agreed this schedule, as indicated below by authorised signatories.

Contributions by each Responsible Body will be at an annual rate representing a
percentage of the National Minimum Stipend in the 12 months ending on the previous
31 March, multiplied by the appropriate Multiple set out in Rule 3.1, for each Member for
whom that Responsible Body is responsible.

For the period to 31 December 2016, the relevant contribution rate will be 39.9% of
pensionable stipends' in line with the previous schedule of contributions.

From 1 January 2017, the relevant contribution rate to the Scheme will be:

= 39.6% of pensionable stipends' for the Church Commissioners and the Dioceses;
and

- 39.9% of pensionable stipends’ less an annual rebate for other Responsible
Bodies. The annual rebate is calculated as £70 pa per full-time member in active
service each 31 December.

This is made up as set out below:

" 24.3% of pensionable stipends’, becoming 26.5% of pensionable stipends from
1 January 2018, in respect of the accrual of future service benefits; and

! taking into account the appropriate Multiple as described above
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. 14.1% of pensionable stipends1, becoming 11.9% of pensionable stipends from
1 January 2018, in respect of the funding shortfall, payable to 31 December 2025
in accordance with the agreed Recovery Plan; and

B An allowance for expenses as follows:

= For the Church Commissioners and the Dioceses, 1.2% of pensionable
stipends”;
= For the other Responsible Bodies, 1.5% of pensionable stipends' less an

annual rebate. The annual rebate is calculated as £70 pa per full-time
member in active service each 31 December.

The contributions to the Scheme shown above exclude the additional contributions of
0.3% of pensionable stipends’ that the Church Commissioners and the Dioceses have
agreed to pay to the Church of England Pensions Board with effect from 1 January 2017
towards the expenses of administering the Church of England Pensions Measures
scheme.

Contributions will be paid on a monthly basis and will be due before the end of the
following month, except that the annual rebate will be provided as a rebate against
contributions due in the first quarter of the following year.

No contributions are required from Members.

The Responsible Bodies will pay any additional contributions as decided by the Church
of England Pensions Board, on the advice of the actuary, and in accordance with the
Scheme Rules, to meet benefit augmentations. Such contributions will be paid before

the end of the month following the due date notified by the Board.

This Schedule of Contributions replaces the Schedule of Contributions dated
3 September 2013 with effect from the date of certification.

This Schedule of Contributions is agreed:

on behalf of the Board

Signature: Wa’md’m@ ........... authorised signatory
Name: BEKA{ADE‘]E ..... T-KQVN\/

POSItION: ..

Date: ... 2\ ....... December 2016
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Page 3 of 3 Signature: m%] .. W ............. authorised signatory
A

9 December 2016
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Actuary’s certification
of schedule of contributions

This certificate is provided for the purpose of Section 227(5) of the Pensions Act
2004 and Regulation 10(6) of the Occupational Pension Schemes (Scheme
Funding) Regulations 2005

Name of scheme: The Church of England Funded Pensions Scheme

Adequacy of rates of contributions

1 | certify that, in my opinion, the rates of contributions shown in this schedule of
contributions are such that the statutory funding objective could have been
expected on 31 December 2015 to be met by the end of the period specified in the
recovery plan dated 21 December 2016.

Adherence to statement of funding principles

2. | hereby certify that, in my opinion, this schedule of contributions is consistent with
the Statement of Funding Principles dated 21 December 2016.

The certification of the adequacy of the rates of contributions for the purpose of securing
that the statutory funding objective can be expected to be met is not a certification of
their adequacy for the purpose of securing the scheme’s liabilities by the purchase of
annuities, if the scheme were to be wound up.

Signature: Auﬂ‘{"? ................ Date: 21 December 2016

Name: Aaron Punwani Qualification: FIA
Address: Lane Clark & Peacock LLP
95 Wigmore Street

London W1U 1DQ

Lane Clark & Peacock LLP 1s a imited liabilty partnership ragistered in England and Wales with registerad number OC301436 LCP s
a registered rademark in the UK (Regd TM Me 2315442) and in the EU (Regd TM No 002935583) All pariners are members of Lane
Clark & Peacock LLP

A list of members names is available for inspection at 95 Wigmore Stieet London W1U 1DQ the firm’s principal place of business and
registered office  The firm 1s regulated by the Institute and Faculty of Actuares in respect of a range of Investinent business achvities
Locations in London Winchester the Netherlands and Ireland

Lane Clark & Peacock LLP Trustee Consuiting invastment Consulting Corporate Consulting Insurance Consuiting Business Analytics
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Notes not forming part of the certification

In giving the above opinion | have interpreted the phrase “could have been expected to
be met” as being satisfied by consideration of the proposed contributions under the
economic and demographic scenario implied by the Board's funding assumptions as set
out in its statement of funding principles dated 21 December 2016 and its Recovery Plan
dated 21 December 2016 and without any further allowance for adverse contingencies
that may arise in the future. My opinion does not necessarily hold in any other
scenarios.

Furthermore, | have taken no account of either adverse or beneficial outcomes that have
become known to me since the effective date of the valuation. However, | have taken
account of contributions that are payable to the Scheme between the effective date of
the valuation and the date that | have certified this Schedule as documented in the
Schedule of Contributions.

Lane Clark & Peacock LLP Trustee Consulting Corporate Consulting Insurance Consulting Business Analytics



