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Guide to the Revised ASHE 6115 Schedule to the Order

The purpose of this guide is to give a practical explanation of the workings of Part 3 of
the Revised Model Schedule (as attached to the Judgment of Sir Christopher Holland
[2008] EWHC 2948 (QB)) (“The Schedule”), which is how ASHE 6115 is applied to

uprate periodical payments for future care and case management.

Types of Periodical Payments

There are a number of types of periodical payments that may have to be uprated by this
part of the Schedule, the principal types being:

1.

Immediate lifetime periodical payments
These are periodical payments that start immediately and are paid for the
Claimant’s lifetime at the same present value level.

In other words, they do not ‘step up’ or ‘step down’ at any point in the future and
only alter by the annual application of the change in the earnings level of the

applied percentile of ASHE 6115.

For example, the periodical payments to be paid are £50,000.00 per annum, from
the date of settlement, ASHE 6115-linked and payable for the Claimant’s lifetime,
regardless as to how long that may be.

Deferred lifetime periodical payments
These are periodical payments that start at some point in the future and are paid for
the Claimant’s lifetime at the same present value level.

In other words, they do not ‘step up’ or ‘step down’ at any point in the future and
only alter by the annual application of the change in the earnings level of the
applied percentile of ASHE 6115, including during the deferred period (although
there is no need to undertake the calculation until the date of the first payment for
reasons set out below).

For example, the periodical payments to be paid are £50,000.00 per annum in
present value terms, ASHE 6115-linked (including during the deferred period) and
payable for the Claimant’s lifetime, regardless as to how long that may be, but no
payment is made until, say, 15™ December 2015.

Temporary immediate and temporary deferred periodical payments
These are periodical payments that may or may not start immediately and are paid
for a certain period of time at the same present value level.
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Usually, these are the first in a series of periodical payments that will either ‘step up’
or ‘step down’ at specifically defined points in the future (as required under CPR
41.8 (3)). Such payments alter by the annual application of the change in the
earnings level of the applied percentile of ASHE 6115, including during any
deferred period (although there is no need to undertake the calculation until the
date of the first payment).

For example, a temporary immediate periodical payment would be where the sums
to be paid are £50,000.00 per annum in present value terms, ASHE 6115-linked
and payable for the shorter of the Claimant’s lifetime or to, say,
15" December 2015 (at which point the payments are due to increase to, say,

£75,000.00 in present value terms until 15® December 2020).

A temporary deferred periodical payment would be, as in the previous paragraph,
the present value sum of £75,000.00 per annum, ASHE 6115-linked and payable
from 15" December 2015 for the shorter of the Claimant’s lifetime or to, say,
15" December 2020 (at which point the payments increase to, say, £100,000.00 for
the rest of the Claimant’s lifetime; which would be a deferred lifetime periodical
payment as defined above).

Dealing with the Time Lag

By way of background it is important to understand the issue of time lag between data
collection and application.

It is usual for RPIlinked periodical payments, like pensions and many state benefits, to
be increased each year by the growth in prices over the previous 12 months.

In the absence of a crystal ball to tell us what will actually happen over the next
12 months, this is considered the most appropriate approach, as the recent past is
probably the best guide to the future.

Furthermore, RPIlinked periodical payments have a further three month delay, in that
if the payments are to be increased in the December of any year, the RPI figures for the
twelve months to the previous September are used.

This is consistent with the application of the RPI to Index Linked Government Stocks
(“ILGS”). The following is taken from the UK Debt Management Office website':
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Three-month lag index-linked gilts

New index-linked gilts issued from September 2005 employ the three-month indexation
lag structure first used in the Canadian Real Return Bond market and not the eight-month
lag methodology used for index-linked gilts issued before that date. In addition to the lag
being shorter, with this design the indexation is applied in a significantly different way.
The new design of index-linked gilts also trade on a real clean price basis. As a result, the
effect of inflation is stripped out of the price of the new gilts for trading purposes,
although it is included when such trades are settled.

Indexation methodology

The reference RPI for the first calendar day of any month is the RPI for the month three
months earlier (e.g. the reference RPI for 1 June is the RPI for March). The reference RPI
for any other day in a month is calculated by linear interpolation between the reference
RPI applicable to the first calendar day of the month in which the day falls and the
reference RPI applicable to the first calendar day of the month immediately following.
Interpolated values should be rounded to the nearest 5th decimal place.

Eight-month lag index-linked gilts

To calculate the inflation adjustment two RPI figures are required - that applicable to the
gilt when it was originally issued and that relating to the current interest payment. In each
case the RPT figures used are those applicable eight months before the relevant dates (e.g.
for a November dividend date the RPI from the previous March is used). This “indexation
lag™ is required so that the size of each forthcoming interest payment is known at the start
of the coupon period, thereby allowing the accrued interest to be calculated.

It is important to note that the vast majority of ILGS in circulation work to an eight-
month lag and this remains acceptable in terms of practical application.

The ASHE data is collected in April each year. The “first release” figures are issued in or
around October of the same year, with “revised” figures being issued in or around the
October of the following year. It is understood that this length of time is required by
the Office for National Statistics (ONS) in order to maximise the accuracy of the data
series (in that they can include questionnaires submitted late).

Therefore, if one were to apply the series “revised” figures published each year to the
periodical payments, the data would be, at best, over 18 months out of date. Indeed, if
the periodical payments were to be paid in December (as per the Model Order) then
the data would have a 20-month lag.

The workings of the Schedule reduce the time lag to eight months from data collection
to payment, i.e. the same as applies to most ILGS in circulation.

Whilst it may be preferable in an ideal world for this to be reduced further, to increase
accuracy, it is considered acceptable in a practical environment (as such an approach is
for RPI-linked periodical payments).



Guide to the Revised ASHE 6115 Schedule to the Order - January 2012 PEP

........................

This is achieved by the periodical payments being escalated, in December, on the basis
of the “first release” figures issued by the ONS in the October each year.

In the event that the “revised” figure, when published the following year, is different
from the “first release” figure, the Schedule allows for any correction.

As any adjustment will be relatively minor and is unbiased, it is considered unnecessary
to apply interest to such an adjustment.

As a result, the time delay is significantly reduced.

This is why there is a formula for the first escalation and a separate formula for every
year thereafter (until reclassification).

For ease of reference the following table sets out the recent ASHE 6115 data for the
relevant percentiles. It is hoped that such a table for all percentiles will be published by
the ONS and replicated in legal journals, such as Facts and Figures:

70th Percentile 75th Percentile 80th Percentile 90th Percentile
First First First First
Release Revised Release Revised Release Revised Release Revised
2006" £8.33 £8.71 £9.25 £10.67
2007 £8.79 £8.80 £9.21 £9.21 £9.79 £9.79 £11.36 £11.38
2008 £9.11 £9.12 £9.55 £9.56 £10.11 £10.11 £11.68 £11.68
2009 £9.34 £9.33 £9.82 £9.82 £10.36 £10.36 £12.11 £12.10
2010 £9.45 £9.45 £9.91 £9.91 £10.44 £10.44 £12.18 £12.16
2011 £9.32 £9.80 £10.33 £12.03

The measure to be applied to uprate the periodical payments is the relevant percentile
of ASHE 6115, the occupational classification 6115, namely “care assistants and home
carers” of the Annual Survey of Hours and Earnings (ASHE). For the purposes of the
examples contained in this guide I have assumed that the relevant percentile is the
75" percentile.

All of the information required to undertake the calculations in the Schedule is
published by the ONS. Currently, this information can be found using the following
hyperlink:

http://www.ons.gov.uk/ons/taxonomy/index.html’nscl=Earnings

This brings up the following page:
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Applyving ASHE 6115

It is helpful to find the relevant percentile of ASHE 6115 using existing data. The data
is published annually, usually in October of each year.

Each year the ONS publishes “first release” figures for the data collected in the April of
that year and “revised” figures for the data collected in the April of the previous year.
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One can see that this is the 2011 Annual Survey of Hours and Earnings provisional, or
“first release”, data.

One can see that Table 14 is entitled “Occupation — 4 digit SOC 2000”.

This data can be downloaded by clicking on the “zip” icon to the right of the
description.

If presented with the following pop-up, click “Open”:

File Download

X

Do you want to open or save this file?

E'! Mame: 2011-provisional-table-14.zip
Type: Compressed (zipped) Folder

From:  www.ons.gov.uk

Lpen l[ Save l| Cancel |

Always azk before opening thiz twpe of file

harm wour computer. 1F pou do nat bzt the source, do not open or

|@, Whhile filez from the Intermet can be uzeful, zome filez can potentially
zave thiz file. What's the rizh?

This will result in the following files being downloaded:

E8 2011-provisional-table-14[1]

File Edit Yiew Favorites Tools Help

J d l.ﬁ /:__\J Search i Folders v

: Address |@ Ci\Documents and SettingsiUseriLocal Settings) Temporary Internek Files\ Conkent, IES), SIELHI7Y,2011-provisional-table-14[1].zip V| Go

. Mame Pac... Size | Date

Folder Tasks @ EProv - Occupation (4) Table 14,10 Paid hours warked - Basic 2011 2B4KE  914KE 07/11/2011 09:04
EHpROY - Occupation (4) Table 14,10b  Paid hours worked - Basic 2011 CY 290KE  970KE 25/10/2011 06:53
E_]PROV - Occupation (4) Table 14,114 Paid hours worked - Cwertime 2011 268 KB 1,023KE 07/11/2011 09:04

EII_]PRO\-' - Occupation (4) Table 14,11 Paid hours worked - Overtime 2011 CY 279KE 1,016 KB 25/10/2011 06:53
@_]PRO\-' - Occupation (4) Table 14,12 Weekly pay - Gross 2011 340 KB 925 KB 07/11/2011 09:00
@_]PROV - Occupation (4) Table 14,16 Weekly paw - Gross 2011 CW 296 KB I63IKE  25/10f2011 06:14
|3 SIELHIFY EII_]PRO\-' - Occupation (4) Table 14,28 Weekly pay - Excluding overtime 2011 337 KB 210KE 07f11f2011 09:01
My Documents ERprov - Occupation (41 Table 14.2h Weekly pay - Excluding avertime 2011 Y 296 KB 962KB  25/10/2011 06:18
@_]PROV - Occupation (4) Table 14.3a  Basic Pay - Including other pay 2011 337 KB 9I0KE 07f11f2011 09:01
@_]PRO\-' - Occupation (4) Table 14,30 Basic Pay - Including other pay 2011 V. 297 KB 963 KB 25/10/2011 06:23
@_]PROV - Qccupation (4) Table 14,43 Owertime pay 2011 276 KB 1,028KB 07/11/2011 09:01
E_]PROV - Occupation (4) Table 14.4b Overtime pay 2011 CW Z76KE 1,013KE 25/10/2011 06:28
@_]PRO\-' - Occupation (4) Table 14.5a Hourly pay - Gross 2011 314 KB S87 KB 07)11/2011 09:02
@_]PROV - Occupation (4) Table 14.5b Hourly pay - Gross 2011 Cy 297 KB 966 KE  25/10f2011 D6:32
E_]PROV - Qccupation (4) Table 14,68 Hourly pay - Excluding overtime 2011 313K 337 KB 07/11/2011 09:02
@_]PRO\-' - Occupation (4) Table 14.6b Hourly pay - Excluding overtime 2011 C% 297 KB 956 KE 2501002011 06:36
@_]PROV - Occupation (4) Table 14.7a Annual pay - Gross 2011 303 KB S6AKE  07/11/2011 09:03
@PRO\-‘ - Qccupation (4) Table 14.7b Annual pay - Gross 2011 CY 295 KB 974 KB 25/10/2011 06:40
@_]PRO\-' - Occupation (4) Table 14,82 Annual pay - Incentive 2011 262 KB 1,016KE 07/11/2011 09:03
E_]PROV - Qccupation (4) Table 14.8b Annual pay - Incentive 2011 CW ZF9KE 1,01ZKE  25/10/2011 06:45
@I_]PRO\-' - Occupation (4) Table 14,95 Paid hours worked - Total 2011 287 KB 06 KE  07/11f2011 09:03
@_]PRO\-' - Occupation (4 Table 14,96 Paid hours warked - Total 2011 CY 291 KB 964 KB 25/10/2011 D6:49

< | 4

Other Places

I3 Shared Documents
\ﬁ My Mebwork Places

Details
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The required file is “Table 14.5a: Hourly pay: Gross 2011”. Please make sure that you
are looking at the “All” tab (rather than either “Male” or “Female” etc.). These tabs are
shown at the bottom of the page. The “All” tab is the default tab.

One scrolls down, looking under the “Code” column until one can see “6115” as shown
below:

A | & L | 5} | E | 3 | 5] | H | 1 ] J | K | L | M | M | U | F | W |
1 |Table 14.5a Hour - Gr!nss {£)) - For all employee jobs™: United Kingdom, 2011
2
| 3| Number Annual Annual
| 4 | of jobs* [ g [ ge | P
5 |Description Code | [thousand) | Median change| Mean change 10 20 25 30 40 60 Fi) Fil 80 a0
| 327 | Personal service L 228 8.26 oo 893 0E EN BED B.Az T8 TES a.8s 9E7 014 W0ez 1232
Caring personal service L
| 328 | oecupations El 1872 a.2s oo .83 0z EIE BTl B.3E kAt El a.8s 965 1003 1053 1210
Healthcare And Fielated Personal ™
| 329 | Services BN 118z 849 -0.4 896 -0z E13 BTT .oz v.29 T.a0 a2 983 1024 086 1242
Mursing auziliaries and L
| 330 | assistants Bl 274 962 22 9.2 13 v.29 an 828 QET a.03 1014 1076 1118 155 1282
Ambulance staff [excluding L
| 33 | paramedics) El2 14 037 -7 123 -0z ar ard a2 9.26 963 M5 1238 1363 1298 %
| 332 | Dental nurses FoEN a7 .00 35 an 32 BAD TE 756 T3 8580 983 1005 1050 1083 %
Houseparents and residential ™
warder El14 {3 A5 -5 008 Bk EO2 4 i1 Az ik 115 JL7E 121
Care assistants and home r
| 334 |carers ENIS an v.az -7 8587 0.7 E.03 13 BTG %:1] TAD a8z 9.3z 980 (1023 1202
Childcare And Belated Personal ™
| 335 | Services Bl2 ) v.a3 14 SED 13 B4 BE4 B.2E T4 T4 a8z 9.22 963 10.14 ez
33 Mursery nurses R 125 T2 234 .05 -1 543 E.00 EIS B.20 BEZ v.29 a.0z 965 10.41 159
Childminders and related r
| 337 | oecupations B122 13 a0z 28 843 67 543 BAZ BT - TAD 294 470 10,14 10.81 %
| 338 | Playgroup leaderstassistants r o3 BE 634 -0.4 TE -33 595 EIS B.25 627 BEE TAD v.as .20 464 1008
| 339 | Educational assistants Foeiz4 443 823 17 8.86 2.2 [1::] 5:1] T.20 ] ] arz a4 a7 10.17 172
| 340 | Animal Care Services : E12 32 T.TE -2y .27 -33 595 624 BA43 BE4 720 849 924 986 1002 %
| 341 | Meterinary nurses and assistants 6131 4 882 45 882 AAf 0 B20 F03LORIE TEE 810 8936 8¥E 1002 1050 £
| 342 |  Animal care occupations nec. T 6139 12 Tz -20 T84 -44| 553 BOD  BDS B30 BEIRE4 B33 8GR .21 £
Leisure and other personal r
W4 v MPall Male /Female £ Ful-Time £ Part-Time £ Male Ful-Time £ Male Part-Time £ Female Ful-Time / Female Part-Time / < 3

One can clearly see on the right hand side of the screen the “Percentiles” (noting that the
50™ percentile is the “Median” which is in a column to the left of the other percentiles).

Assuming the “relevant percentile” to be the 75" percentile, the wage level for the 2011
“first release” for ASHE 6115 is £9.80.

The following year, these 2011 “first release” figures will have been removed and
replaced by “revised” figures.

The process of obtaining the figures for other years is the same as above (that is, “Table
147, “Table 14.54”).

First payment of periodical payments under each step (paragraph 3)

When payment starts immediately

The first payment under each step is calculated in accordance with the formula at
paragraph 3, which is

F’F’:CxE
A
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For example, assuming the following for an immediate periodical payment (where there
is no ‘step up’ or ‘step down’ in the future) with the first year’s escalation calculation

being undertaken prior to payment on 15" December 2011:

0 “C”isan annual payment of £10,000.00; and

0 “NDP” being the “the “first release” hourly gross wage rate published by the ONS for the
relevant percentile of ASHE SOC 6115 for “all” employees for the year in which the
calculation is being carried out, the first NP being the figure applicable to the year 2011

published in or around October 2011”; and

0 “A” being the “the “revised” hourly gross wage rate for the relevant percentile of ASHE
SOC 6115 for all employees applicable to 2010 and published by the ONS in or around

October 201175 ...

... then the following is an example of the calculation to be undertaken:

The elements of this calculation are defined as follows:

C = £10,000.00
NP  =£9.80
A =£9.91

The periodical payment to be paid in 2011 would then be:

PP—£IOOOOOO><@—£9889OO
T £991 "

This would be the same calculation for the first payment under a temporary immediate

periodical payment, otherwise known as the ‘first step’ where there are ‘step ups’ or

‘step downs’ in the future.

On the basis of the data published for the 75™ percentile of ASHE SOC 6115 in 2010
and 2011, a periodical payment would have reduced in value, as can clearly be seen
above, suggesting wage deflation. Though we would not expect this to happen in most

other years, it does serve to demonstrate that indexation can result in a reduction, as

well as an increase, in the value of a periodical payment.
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Where the first payment does not start immediately

For example, assuming the following for a deferred periodical payment (where there is
no ‘step up’ or ‘step down’ in the future) with the first year’s escalation calculation
being undertaken prior to payment on 15" December 2011, but where the case settled

in 2007 and there was no payment in 2007, 2008, 2009 or 2010:

0 “C”isan annual payment of £10,000.00; and
0 “NP” being “the “first release” hourly gross wage rate published by the ONS for the relevant
percentile of ASHE SOC 6115 for “all” employees for the year in which the calculation is

being carried out, the first NP being the figure applicable to the year 2011 published in or
around October 2011”; and

0 “A” being “the “revised” hourly gross wage rate for the relevant percentile of ASHE SOC

6115 for all employees applicable to 2007 and published by the ONS in or around October
20087; ...

... then the following is an example of the calculation to be undertaken:

The elements of this calculation are defined as follows:

@ = £10,000.00
NP  =£9.80
A =£9.21

The periodical payment to be paid in 2011 would then be:

£9.80
PP = £10,000.00 % 921 £10,640.61

One can see that this approach captures all of the growth in earnings during the
deferred period and applies it to the first periodical payment, as the payment is
increased by the growth in earnings between 2007 and 2011.

This would be the same calculation for the first payment under a temporary deferred

periodical payment, known as a ‘step up’ or ‘step down’ where there have previously
been temporary immediate periodical payments.

10
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Subsequent payment of periodical payments under each step
(paragraph 4)

The calculation for every year thereafter until a reclassification (or, in the case of
temporary periodical payments, until the final payment), to be undertaken in
November of each following year, is set out in the Schedule at paragraph 4 as follows:

NP+ (NF —OP)
A

PP=C

For example, assuming the following for a periodical payment which is being escalated
in payment for the second time on 15" December 2011:

0 “C” is an annual payment of £10,000.00; and

0 “NP” being “the “first release” hourly gross wage rate published by the ONS for the relevant
percentile of ASHE SOC 6115 for “all” employees for the year in which the calculation is
being carried out, the first NP being the figure applicable to the year 2011 published in or
around October 2011”; and

0 “NF” being “the “revised” hourly gross wage rate published by the ONS for the relevant
percentile of ASHE SOC 6115 for “all” employees for the year prior to the year in which the
calculation is being carried out, the first NF being that applicable to the year 2010 and
published in or around October 2011”; and

0 “OP” being “the “first release” hourly gross wage rate published by the ONS for the relevant
percentile of ASHE SOC 6115 for “all” employees for the year prior to the year in which the
calculation is being carried out, the first OP being the figure applicable to the year 2010
published in or around October 2010.”; and

0 “A” being “the “revised” hourly gross wage rate for the relevant percentile of ASHE SOC
6115 for all employees applicable to 2007 and published by the ONS in or around October
20087; ...

... then the following is an example of the calculation to be undertaken:

The periodical payment to be paid in 2011 would then be:

9.80+(£9.91-£9.91
PP = £10,000.00 % £ (59 01 Ol £10,640.61

In this instance, there is no correction to be made in respect of the earlier year’s “first
release” ASHE data, though one can see how this would be accommodated in the above
calculation.
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Payments upon reclassification of the SOC or
a change of methodology by the ONS (paragraphs 5 to 10)

Reclassification is likely to occur once every ten years. Discontinuity in ASHE 6115
may occur in the event that the ONS changes the ASHE methodology that results in
discontinuity of results.

Reclassification has yet to happen under ASHE 6115.

Discontinuity due to methodological change did occur in 2007 and affected the results
for 2006.

The Schedule deals with these two issues in the same, three-stage, manner. In what
follows, the workings of paragraphs 5 to 8 of the Schedule are illustrated by reference to
the 2006 discontinuity.

In order to make this illustration possible it is assumed that the opening base figure was
set in 2005 with the first payment to be made in April 2007. The base figure in this

example is £8.47, being the “revised” hourly gross wage rate for the 75" percentile of
ASHE SOC 6115 for 2005.

Stage 1 - Identifying the new centile

In the year following reclassification or change in methodology, the ONS will publish
two “revised” data sets, one for the previously applied data set and one for the new data
set.

In our example this is shown on the ONS website as follows:
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The starting point is the final “revised” figure for the existing SOC or methodology (in
this case ASHE Results 2006 (methodology consistent with 2005)):

Table 14.5a Hourly pay - Gross (£) - For all employee jobs®: United Kingdom, 2006

Description Code

Care assistants and home carers 6115

10 20 25 30 40 60 70 75 80 90

5.35 5.81 6.03 6.23 663 TET E.ZSI .69 |9.16 10.58 |

The revised wage rate for this SOC, ASHE 6115 (75) 2005 methodology, is £8.69. This
is referred to as “AF” in paragraph 5.2 of the revised model Schedule.
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Then one must identify that revised wage rate within the distribution of wage rates for
the new SOC or new methodology (in this case ASHE Results 2006 (methodology
consistent with 2007)):

Table 14.5a Hourly pay - Gross (£) - For all employee jobs®: United Kingdom, 2006

NLII'I'IE'!E[ .EI'I!’I;E m nual
of jobs® P o P i
Description Code thousand] Median change Mean change| 10 20 25 30 40 60 0 75 80 90
| Care aseistants and home carers 5115 654| 715 764 | 837 584 805 6.24 B65 7.70 I 8.32 87 I 925 1067 |

It is clear that the wage rate of £8.69 is closest to £8.71 (which is referred to as “AR” in
paragraph 5.2 of the revised model Schedule) in the ASHE Results 2006 (methodology
consistent with 2007), which means that, in this case, the new SOC remains ASHE
6115 (75) into the future.

Stage 2 — Calculating the new base figure

The new base figure (which is referred to as CR in the Schedule) is calculated by
applying the formula set out at paragraph 6 in the Schedule:

CR=Cx ﬁ
A
The elements of this calculation are defined as follows:
C = £10,000.00
AF = £8.69
A = £8.47
Therefore CR would be:
£8.69
CR =£10,000.00 x —— = £10,259.
2 £8.47 £ [

Stage 3 — Payments upon reclassification of the SOC or a change of methodology by
the ONS

1. Where a periodical payment for that step was made in the previous year
The following formula in the first part of paragraph 7 of the Schedule is applied in

order to calculate the first periodical payment to be paid following reclassification or
discontinuity:
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PPR=|CRx PR | | ¢ AF ZOPF
AR A

2. Where a periodical payment for that step was not made in the previous year

With deferred lifetime periodical payments and temporary deferred periodical
payments that have not commenced prior to the year of reclassification (and have
therefore yet to be paid) the calculation of the first payment following reclassification
should not include the correction for any over or under payment for that step in the
previous year, as there was no payment for that step in the previous year".

Therefore, in these circumstances the first payment following reclassification (which
may not be for some time following reclassification or discontinuity) is calculated with
regard to the following formula in the second part of paragraph 7 of the Schedule:

PPR = {CR X NPR}
AR
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The elements of this calculation are defined as follows:

CR  =£10,259.74
NPR =1£9.21
AR =£8.71

Therefore PPR would be:

{£10,259.74x £9.21
£8.71

} = £10,848.70

Further payments until further reclassification of the SOC or a change of
methodology by the ONS

The calculation for every year thereafter until a further reclassification or discontinuity,
to be undertaken in November of each following year, is set out in the Schedule at
paragraph 8 as follows:

NPR + (NFR —OPR)
AR

PPR =CRx

This is the same formula as set out in paragraph 4 in the Schedule, but applying the
new base figure and the new SOC.

Whilst all reasonable care has been taken in the preparation of this guide, no liability is accepted by PFP Limited for
any loss or damage caused to any person relying on any statement or omission in the guide. You should seek case
specific independent legal and financial advice if it is of sufficient importance for you to do so. The authors are
independent financial advisers and PFP Limited is authorised and regulated by the Financial Services Authority. All
rights reserved; no part of these notes may be reproduced, stored in a retrieval system or transmitted in any form or by
any means, electrical, mechanical, photocopying, recording or otherwise without the prior written permission of

PFEP Limited.

" Source: www.dmo.gov.uk/index.aspx’page=Gilts/About_Gilts

Tt was recognised that if reclassification occurred in the year of a ‘step up’ or ‘step down’ there would be
no correction made for any over or under payment on the previous year’s step. Whilst this calculation
could be included in the Schedule, it was considered to be too complex to justify as, on the basis of
evidence provided to the Court, this was an issue of limited magnitude that was restricted in impact to
that one year and was unbiased.
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