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Question 3 — Which of the following UK pension risks causes you most concern in a transaction?

For each risk, please put a number from one to ten to indicate the level of concern using the following scale:

1 2 3 4 5 6 7 8 9 10
Rarely Sometimes Often a Frequently
ever an a significant major too much
issue issue concern uncertainty

The future attitude of the Trustees of the pension arrangement(s)?

The management and administrative costs going forward?

The future mortality experience of the membership?

Therisk in the investment strategy of the pension arrangement in the future?

Future regulatory and legislative changes?

Question 4 — Would you be willing to give a quotation on pension matters (including pricing issues) for
publication in our paper?

Question 5 — Your details?

Your name:

Your organisation:

PSTS thank you for your assistance and will provide you with an advance copy of the updated paper once
completed.

Please return the completed form to Samantha Ball at PSTS either by fax (020 7533 6978), post (126 Jermyn
Street, London SW1Y 4UJ) or email (samantha.ball@pstransctions.co.uk).
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Punter Southall Transaction Services (“PSTS") are currently updating the research paper entitled “The Market
Value of Pension Liabilities” published in October 2005 on how the market prices for pension liabilities to see if
the position has changed materially over that period. In particular, we would like to collate the views on pricing
of the transaction professionals who drive the merger and acquisitions market.

Question 1 - How do you price pension liabilities?

For each question, please state the percentage of FRS 17 that you believe is appropriate for measuring
pension scheme liabilities using the following scale:

At what level do you price pensions %
. . . . when making a purchase? °
80% "Best Estimate" ongoing funding basis
90% Ongoing funding basis with limited prudence What price deduction do you expect on %
. . . disposals to private equity?
100% FRS 17/prudent ongoing funding basis P P quity
110% FRS 17 with very prudent demographic assumptions What effective price deduction do you %
ion?
120% Risk free interest rate (gilts or LIBOR) expect on flotation”
o ) ) . .
130% All risks hedged (including mortality) What price would you be willing to pay
140% Full buy-out with an insurer to secure aII_ your pension liabilities %
(e.g. with an insurance company) and
eliminate all future risks?

Question 2 — How problematic are the following pension issues in a transaction?

For each question, please put a number from one to ten to rank the pension issues using the following scale:

1 2 3 4 5 6 7 8 9 10
Rarely Sometimes Often a Frequently
ever an a significant significant a deal
issue issue hurdle breaker

Agreeing the appropriate price adjustment with the Purchaser/Vendor?

Agreeing a settlement with the Trustees of the UK pension arrangement(s)?

Gaining Clearance from the Pensions Regulator?

Non-UK pension issues?
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