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Legislative frameworks

_ England & Wales Scotland Northern Ireland

When? Five years from last Fixed five-year periods  Fixed five-year periods
review completion

Who sets rate? Lord Chancellor, on Government Actuary Government Actuary
advice from an expert
panel and HMT

Assumptions Principles-based Prescribed Prescribed
e.g. ‘diversified portfolio of e.g. composition of e.g. composition of
investments’, ‘more risk investment portfolio investment portfolio
than a very low level of
risk’
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2024 Scotland and Northern Ireland Ca
reviews ‘
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June 2023 to March 2024 March to June 2024 July 2024 September 20é4: ‘ :
Review of legislative factors

B = I —-—p — v = K

Justice

GAD analysis department
recommendations

Legislation EOVEMIMIEN New rate

Actuary rate -
updated IOy effective



2024 Scotland and Northern Ireland
reviews

Investment portfolio and period — set in legislation

Investment portfolio return Return — assessed by Government Actuary

Average weekly earnings index - set in legislation

minus Damage inflation Level — assessed by Government Actuary

minus Tax & expenses Set in legislation

minus “Further Margin” Set in legislation
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2024 Scotland and Northern Ireland
reviews

Investment portfolio return CPI + 3.5%
minus Damage inflation CPI + 1.25%
minus Tax & expenses 1.25%
minus “Further Margin” 0.5%
PIDR +0.5%



Advice process

Government
Actuary (chair)

Fiona Dunsire

Economist
Dr Rebecca Driver

Actuary
Charl Cronje

Consumer Investment
Investment matters management

Ed Tomlinson Donald Taylor

Lord Chancellor
Shabana Mahmood




2024 England & Wales Review

July 2023 to September 2024 July 2024 September 2024 December 2024  January 2025
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GAD analysis /
Expert Panel
meetings

Expert Panel Advice to Lord Lord Chancellor New rate
consultation Chancellor sets the rate effective

Call for Ministry of -
Evidence / data Justice role as HM Treasury .
collection secretariat consultation



Approach taken

'} Claimant universe @ Derived assumptions

Derived from data and evidence gathered to
set appropriate assumptions for a range of
claimant types

Call for evidence seeking information from
various stakeholders on characteristics and
actual decisions made by claimants

Quantified claimant outcomes

To inform the Lord Chancellor’s decision
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Factors considered

Claimant Characteristics

[ Investment Portfolio

Expenses and Tax

: Damage Inflation

B
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Core claimant types
| 20year | d40year | 60year

Investment term 20 years 40 years 60 years
Lump sum size £0.5m £1m £5m
Investment strategy 30% cash 15% cash 10% cash
(cash / invested
portfolio) 60% lower risk 50% lower risk 40% lower risk
40% higher risk 50% higher risk 60% higher risk
Other taxable income £30k £7k £7k
Damage inflation CPI+1.0% CPI+1.0% CPI+1.0%
Expenses 0.9% 0.9% 0.6%
Tax 0.3% 0.2% 1.2%
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Over / under-compensation considerations

Claimants should receive at least sufficient compensation
measure: at least a 50% likelihood of 100% compensation

« High risk of significant under-compensation should be avoided
measure: a low likelihood of less than 90% compensation

« Significant over-compensation should be limited to the extent possible
measure: limit the likelihood of greater than 120% compensation .

« Subject to the above, limiting the likelihood and extent of under-compensation should be
given greater weight than limiting overcompensation.
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Over / under-compensation analysis

Core claimant type

40-year
Likelihood of achieving a compensation level of...

HIDIS@N Under 90 to Over Under 90 to Over Under 90 to Over

90% 120% 120% 90% 120% 120% 90% 120% 120%
-0.25% 7% 13% 5% 26% 12% 25%
0.50% 17% 76% 13% 42% 25% 34%
0.75% 22% 74% 17% 45% 30% 37%
1.00% 27% 70% 22% 48% 36% 38%
1.25% 33% 65% 28% 50% 43% 38%
1.50% 40% 58% 34% 51% 50% 36%
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Future review reflections

Early engagement on data and evidence

Increased understanding of the characteristics of claimant universe

Further information on the investment approaches of a wider range of claimants

Practicalities of dual/multiple rates
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