Please note

The telephone numbers of the
Parliamentary and Health Service
Ombudsman changed on 15 March 2009.

The new contact details are:
Helpline: 0345 015 4033
Fax: 0300 0614000
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Accordingly, I am writing to let you know that (unless there are
particular circumstances which make the continuing use of the
hormal parameters appropriate) DTI and GAD consider that it would
be reasonable for appointed actuaries whose companies’ equity
portfolios correspond broadly to the Financial Times All-Share
Index to review the parameters which they incorporate in the
resilience test when the dividend yield on that index exceeds
5.25%. A gradual tapering of the 25% parameter would be
envisaged, but it would not be considered advisable to assume
that there would be a maximum dividend vield at which no further
fall in market values would be assumed. If, at any time when you
are continuously monitoring the financial position of the long
term fund, you consider it would be appropriate to introduce a
tapering of the 25% parameter, or weaken any of the other
parameters referred to in this letter, you should contact my
Department straightaway to discuss your proposed basis.

With regard to investments held in land and property in more
extreme financial conditions, appointed actuaries will need to
test the resilience of their offices to meet falls in the value
of those investments on a prudent basis, taking into account the
specific properties held and the factors to which the company may
be particularly vulnerable which could lead to further changes
in the values of those assets. Property portfolios vary to such
an extent between companies that it is not possible to give a
more precise view of the standards which supervisors will apply
when considering the appropriateness of an actuary’s valuation
basis.

When considering hypothetical changes in vyields under the
resilience test, the limitation on the dividend yield on an
equity (and the rental yield on a property) - to the yield on
Consols -~ might be a material factor, even though an adjustment
may have already been made for the risk that the aggregate income
from equity shares and land might not be maintained (Regulation
59(6) (b)). In circumstances where this is a material factor, my
Department would be willing to discuss with you the practical
application of this aspect of your proposed resilience test,
having regard to the specific assets held by your company.

With regard to fixed interest yields and the resilience test, the
absolute level of interest rates is a relevant criterion, It
would be reasonable to assume that it is more likely that there
could be an immediate fall of three percentage points if current
rates were 15% than if they were 6%, say. At the present time,
appeinted actuaries will need to consider the high real interest
rates ocurrently prevailing, and the possibility of the UK
experiencing higher rates of interest through forces which may
be in part cutside its control.
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