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[11 health early retirement \/ /\
( Ters

Immediate payment of accrued pension plus 100% of expected future service to
retirement

( Tier 2 Not returning to work for at least 3 years but before SPA

Immediate payment of accrued pension plus 25% of expected future service to
retirement

C Tier 3 Expected to return to work within 3 years

Immediate payment of accrued pension — payable for up to 3 years
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[1I health cost challenges — an
example

( Academy (payroll = cE1million pa) )

C Academy employee )
45 10 years £25.000
years of salar
old service y

Tier 1 ill health pension £16,000 p.a.
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Expected cost of benefits (normal
retirement)
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Actual cost of 1ll health benefits \/ \

Less contributions
Potentially greater pension
amount

Lump Sum Longer period in payment

Expenditure
—————

j Dependant’s
Pension

35 45 68 88
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Actual retirement
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[11 health strain costs \/ //‘

...recall our example

( Academy (payroll = cE1million pa) )

( Academy employee >

y:asrs " ﬁars £25,000
old service salary

Tier 1 ill health pension £16,000 p.a.

( Strain cost to employer = £320,000 )

Cost must be met by employer
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Hertfordshire 11l health experience*

« Average strain cost £82k
» Average 32 ill health

) Type of employer Salary Strain cost
retirements per annum
_ Contractor 49 £49k £554k
 Tier 1 cases account for 86%
Of |” health cases Town Council 58 £45k £196k
» Total of 57 cases with strains Academy 49 £19k £200k
over £100k, of which 23 were
over £200k Example actual ill health strain costs in the Fund
 Highest individual strain cost
£714k

*The figures shown have been taken from the Fund’s own ill health experience data. Any averages are the average of the tier 1 and tier 2 ill health retirement data over the
period from 1st April 2014 to 30t September 2020. The figures do not allow for tier 3 ill health strains as these are not covered by the insurance.
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[11 Health Liability Insurance Legal&i \///\

General

« Cover provided by Legal & General.

 Covers strain costs in the event of a tier 1 or tier 2 ill health
retirement.

* Premium rate 1.65% of pay until 31 March 2023 (when contribution
rates change following next actuarial valuation of the Fund)

* Premium rate may be offset against employer contribution rate.
 Avallable to all employers in Hertfordshire.

» Access to Employee Assistance Program and Care Concierge for all
employees.

Premium for our example would have been c£17k p.a. vs
£320k claim payment

Hymans Robertson LLP are remunerated by Legal & General for their services on an

introductory/administration fee basis — currently 10% of the annual premiums paid for IHLI.
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How does IHLI work 1n practice?

Member

Contributions (after offset, where
applicable) paid

A o
w Hertfordshire

Employer Fund

» Strain paid to Fund

Lo

Premium Claim Claim paid
paid submitted (assuming valid)
Legal&:
General
Insurer

v
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Funding — 11l health aspects (Academies \/ /s

Pool or P&T Councils Pool) /
No ill health early retirements initially...

Secondary
contributions

IH element of (p T .
contribution rate = ‘emmmmmmmmmmmms/

already removed L
y Contributions

o our paid into Fund
contribution rate [ol! u
and go into pot =)
: of assets Liabilities
Primary Assets

contributions

A deduction is already made from your theoretical
contribution rate to remove the allowance for ill health

/) \ retirements HYMANS 3 ROBERTSON



Funding — 11l health aspects (Academies \/

Pool or P&T Councils Pool)
...then an ill health early retirement

OCCurs.

Increase in |
Secondary liabilities

contributons  \ T ¥mmmmmmmeeooooo

IH element of EE——a~S I
contribution rate
already removed I
contribution rate id i u .

and go into pot =P Liabilities
. of assets
Primary Assets

contributions

_————

The Fund will expect employers to meet this cost individually £
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/S L/
Funding — 11l health aspects (Academies \/ /s

Pool or P&T Councils Pool) /
No ill health early retirements initially...

Secondary

. contributions
IHLI premium rate

Contributions

(excluding IHLI
premium rate) =)

Primary paid into Fund Liabilities
contributions and go into pot Assets
of assets

Premium amount paid to insurer (equal to the deduction
already made from your Fund contribution rate)
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Funding — 11l health aspects (Academies

Pool or P&T Councils Pool)
With insurance ...then an ill health early retirement
OCCurs.

- ——

Secondary i Strain cost
contributions A
IHLI premium rate | Claim ‘
(pald to insurer, _‘L-}- ------------ : % payment _,'
not Fund) ~ |ottttotteeeem) | SmmmoTmemeees
Contributions
(excluding IHLI R
premium rate) =P Liabilities
Primary paid into Fund Assets
contributions and go into pot
of assets

Cash injection into the Fund via claim payment £

~—_—— -
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Funding — 1ll health aspects (other \/ \

employers /
No Insurance No ill health early retirements initially...

Secondary
contributions

IH element of — T T T )
contribution rate

Contributions

paid into Fund
and go into pot =)

Primary of assets Liabilities
contributions Assets
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Funding — 11l health aspects (other \/

employers

...then an ill health early retirement

OCcCurs.
Increase in 4! i
Secondary jiabilities | |
contributons  \ T lmmemeeeooooo-
IH element of (p- " TTTTTms ,
contribution rate R !
Contributions
paid into Fund R
and go into pot == Liabilities
Primary of assets
Assets

contributions

The Fund will expect employers to meet this cost individually £
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Funding — 11l health aspects (other \/ \

employers
With insurance
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Secondary

contributions Slightly less
IHLI premium rate . assets
(paid to insurer, _Ly‘ """"""" : Tt tetettet ottty
not Fund) ~ (ZTttmsssssee 0 W dmmmmmmmmm e
Contributions
(excluding IHLI
premium rate) =
Primary paid into Fund Liabilities
contributions and go into pot Assets

of assets
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Funding — 11l health aspects (other

employers
With insurance

...then an ill health early retirement

OCcurs.
Secondary i Strain cost
contributions A
IHLI premium rate | Claim ‘
(paid tO INSUrer, mmm—tp ™" ! \__payment |
notFund) ~  77fitsastsenns 0 NmmmmTmmmmmees
Contributions
(excluding IHLI R
premium rate) =P Liabilities
Primary paid into Fund Assets
contributions and go into pot
of assets

Cash injection into the Fund via claim payment £

N _———--
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Next steps

To obtain a quotation or find out more, please contact:

Martin Curran

IHLI@hymans.co.uk; 0141 566 7874

Hymans Robertson LLP is an ancillary insurance intermediary in relation to the Services provided to insured employers
under their IHLI Agreements and we are authorised and regulated by the Financial Conduct Authority (Financial Services
Register number 414430). Please refer to following link for further details: www.fca.org.uk
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This Powerpoint presentation contains confidential information belonging to Hymans Robertson LLP (HR).
HR are the owner or the licensee of all intellectual property rights in the Powerpoint presentation. All such
rights are reserved. The material and charts included herewith are provided as background information for
illustration purposes only. This Powerpoint presentation is not a definitive analysis of the subjects covered
and should not be regarded as a substitute for specific advice in relation to the matters addressed. It is not
advice and should not be relied upon. This Powerpoint presentation should not be released or otherwise
disclosed to any third party without prior consent from HR. HR accept no liability for errors or omissions or
reliance upon any statement or opinion herein.

Thank you




