
PPF Levy: 2016/17 Final Levy 
Determination

The Levy Factors
The PPF confirmed that the levy scaling factor and 
scheme based levy multiplier will remain at 0.65 and 
0.000021 respectively. The risk based levy cap remains at 
0.75% of unstressed liabilities.

Mortgage recertification
• Most of the mortgages eligible for exclusion by 

certification (e.g. refinance, rent deposit, and pension 
scheme mortgages) will not need to be recertified and 
the benefit will carry forward automatically. The 
exception is immaterial mortgages, which the PPF will 
need to see recertified because the applicable criteria 
are vulnerable to change

• The PPF has decided that it will recognise rolled-over 
mortgage exclusion certificates indicating an 
investment grade credit rating, and will review the 
credit rating certificates of applicable mortgages as at 
31 March 2016 to see if ratings remain to be 
Investment Grade

• The definition of immaterial mortgages has also been 
extended to include charges over bank accounts. 

The Experian Model
• It has been clarified that companies filing abbreviated 

accounts will benefit if they choose to provide 
Experian with full accounts for current and preceding 
years. This will better inform trend variable calculations 
and could result in a reduced levy

• In addition, new entities yet to complete full accounts 
will be allowed to voluntarily submit interim accounts 
to allow them to be scored by Experian.

Asset backed contributions (ABCs)
A lighter touch approach to recertifying ABCs has been 
introduced. It will now be acceptable in some cases for 
trustees to use previously obtained legal advice for 
recertification and they may also be able to update a 
previous valuation rather than obtain a new full valuation.

Contingent assets
The definition of Type C(i) contingent assets has been 
extended to allow insurers as well as banks to be selected 
as the provider of a letter of credit or guarantee.

Last man standing (LMS) clawbacks
Earlier in the year the PPF reported that only about half 
of schemes claiming this discount have actually been able 
to certify that they have had legal advice confirming their 
LMS status. Consequently, the PPF has announced plans 
to re-invoice schemes which have erroneously claimed 
LMS discounts. It is not clear from the PPF's statement 
how far back it will go when calculating arrears or whether 
trustees will be able to reduce the amount they are 
required to pay on the basis of affordability concerns. 

Submission deadlines
The deadline for submission of scheme data has been 
moved from 5pm to midnight on 31 March in order to 
eliminate timing differences between it and the Pensions 
Regulator. The key deadlines to take note of this year are:

• Midnight 31 March 2016 – submission of scheme 
information on Exchange, and certification of  
contingent assets, ABCs and mortgage exclusions

• 5pm 29 April 2016 – Deficit Reduction Contribution 
certificates must be submitted on Exchange

• 5pm 30 June 2016 – Certification of full block transfer 
certificates must be submitted on Exchange.

Looking ahead to next year
The PPF also considered the following but have decided 
to defer taking any action on these until next year:

• Foreign exchange rates used in the score to convert 
non-sterling denominated accounts

• The fact that the introduction of FRS102 will require 
certain companies to disclose a pension scheme deficit 
on their balance sheet for the first time.

Last year there were several wholesale changes in the calculation of  employer 
insolvency risk. In the aftermath of  such disruption the PPF wants to "maintain 
stability" this year. This was the overarching theme of  the 2016/17 PPF Levy 
Consultation. The final determination has now been issued and overall stability has 
been maintained, although a number of  alterations have been implemented and 
aspects clarified.
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PPF Levy: Mitigation

The levy
The size of the levy issued to UK defined benefit schemes 
reflects: 

• the funding level of the scheme

• the insolvency risk of the employers.

Funding level
Schemes can look to reduce their levy by improving the 
funding position taken into account by the PPF. Methods 
to do this include: 

• Deficit Reduction Contributions – certify the amount 
of contributions that have been paid towards the 
deficit since the last valuation

• PPF valuation – investigate the optimal time to submit 
a valuation for PPF purposes

• Contingent Assets – secure a contingent asset and 
certify it for PPF purposes

• Bespoke investment calculations – schemes that have 
hedged risk to a large degree have the opportunity to 
obtain credit for it.

Insolvency risk
Insolvency risk is now determined purely on financial data 
and will be determined as an average of each monthly 
score over the 12 month period to the end of March 2016. 
For each employer category a number of differently 
weighted variables determine the insolvency risk each 
month. 

Understanding every variable and the percentage of 
maximum scoring currently achieved in each is vital to 
determine what, if any, actions can be taken to improve 
these.

Modelling, monitoring and mitigation
Our PPF model calculates your relative scoring in each 
category given all the latest available financial information 
submitted and estimates your expected levy.

This detail allows us to monitor the expected levy closely 
every month and consider the effect of a range of 
different scenarios by changing any one of the individual 
employer variables.

Regular monitoring allows us to quickly identify changes 
in insolvency risk scores, investigate and take action where 
necessary.  We are also able to determine the optimal time 
to submit additional financial information or quantify any 
levy cost or saving from any proposed company 
restructuring.

Grant Thornton's unique combination of  accounting and actuarial experience can 
help you to understand, monitor and mitigate your expected levy as far as possible. 
Our range of  expert levy mitigation services are set out below.

The Grant Thornton view
Our team has a unique combination of experience to analyse the financial information of both the employer and the 
pension scheme. This allows us to understand the detail behind every possible employer variable and how changes to 
these can reduce levies, both currently and in future. The modelling tools we have developed allow us to investigate a 
range of scenarios to determine the optimal solution for any employer.

If you have any PPF levy related issues or would like to consider monitoring your expected levies going forward more 
closely please contact your usual Grant Thornton adviser, or any of our specialists set out overleaf.


