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1 Introduction 
Addressee This work has been commissioned by Westminster City Council in its 

capacity as Administering Authority to the Fund. 

 
Scope of Work and 
related documents 

The purpose of this document is to provide information required by the 
City of Westminster Pension Fund (the “Fund”) to assist in meeting its 
disclosure requirements under the Code of Practice on Local Authority 
Accounting in the United Kingdom 2010/11 (the "Code of Practice"). 

The scope of the work that we have agreed to carry out for the Fund is set 
out in our IAS26 Terms of Reference document dated 23 March 2011 (the 
"Terms of Reference"), and our advice on the assumptions was set out in 
our assumptions letter dated 9 June 2011 (the "Assumptions Letter"). 

These documents form an integral part of the advice required for this 
exercise ("component reports") and should therefore be read in 
conjunction with this report. 

Readers should also acquaint themselves with the Reports on the 
Actuarial Valuations of the Fund as at 31 March 2010 and 31 March 2007. 
These contain more detailed descriptions of the approach taken to the 
valuations. In particular, they contain further detail on the demographic 
assumptions, and the treatment of the data.  They also contain more 
detailed descriptions of the actuarial techniques used to place a present 
value on the liabilities. 

The results of the calculations provided in this document constitute a 
valuation exercise in accordance with the principles of IAS19.  The 
accounting reference date ("ARD") to which this document relates is 
31 March 2010. 

 
Background The Code of Practice indicates that the Fund accounts for the year ending 

31 March 2011 should disclose the "actuarial present value of the 
promised retirement benefits" as set out in IAS26 and that the actuarial 
present value should be calculated on assumptions set in accordance 
with IAS19 rather than on the funding assumptions. 

CIPFA put forward three options for disclosing the actuarial present value 
of promised retirement benefits and further detail on these can be found in 
our Terms of Reference document noted above. 

The Administering Authority has chosen "Option C" which was confirmed 
to us in an e-mail dated 25 May 2011. Option C requires the actuarial 
valuation of the liabilities on an IAS19 basis to be prepared at formal 
triennial valuations only, the most recent being as at 31 March 2010. 
CIPFA have indicated that comparator figures are also required from the 
previous valuation date, 31 March 2007.  Under Option C, the valuation of 
liabilities will be disclosed in an actuarial report which will accompany the 
accounts.  

The calculations contained in this document have been carried out on a 
basis consistent with our understanding of IAS19. 
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Figures required for other purposes should be calculated in accordance 
with the specific requirements of those purposes.  It must not be assumed 
that figures produced for the purposes of IAS19 (IAS26), which we 
present in this document, have any relevance beyond the scope of the 
International Financial Reporting Standards requirements. 

The economic and demographic assumptions used to prepare the figures 
in this document are summarised in Section 2.  

I confirm that I am a Fellow of the Institute and Faculty of Actuaries. 

 
Compliance with 
Actuarial Standards 

This report is subject to, and complies with, the following Technical 
Actuarial Standards ('TAS') issued by the Board for Actuarial Standards: 

Pensions Technical Actuarial Standard; 

TAS R: Reporting Actuarial Information; 

TAS M: Modelling, and 

TAS D: Data 

 
Document structure This document is structured as follows: 

 Section 1 summarises the scope and legal considerations regarding 
the work we have undertaken. 

 Section 2 sets out the results of our calculations together with some 
comments on the calculations and an illustration of the financial 
impact of the switch in pension increases to CPI. 

 Appendix A summarises the data used in our calculations. 

 Appendix B sets out a brief explanation of the method we have used 
in preparing the figures. 

 Appendix C provides a summary of the IAS19 accounting standard as 
it applies in the more limited context of IAS26. 

 
Disclaimer This document is prepared on the instructions of Westminster City Council 

in relation to the preparation of specified disclosure items as required for 
the Fund's financial reporting under IAS26.  It has been prepared at the 
date, for the purpose and on the basis set out in this document and for the 
benefit and use of Westminster City Council as Administering Authority to 
the Fund. 

This document should not be used or relied upon by any other person for 
any other purpose including, without limitation, other professional advisers 
to the Administering Authority. 

All third parties are hereby notified that this document shall not be used as 
a substitute for any enquiries, procedures or advice which ought to be 
undertaken or sought by them.  We do not accept any responsibility for 
any consequences arising from any third party seeking to rely on this 
document. 

We neither warrant nor represent (either expressly or by implication) to 
any third party who receives this document that the information contained 
within is fair, accurate or complete, whether at the date of its preparation 
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or at any other time. 

Unless we provide express prior written consent, no part of this document 
should be reproduced, distributed or communicated to any other person 
other than to meet any statutory requirements (such as preparation and 
the audit of the Fund's accounts) and, in providing this document, we do 
not accept or assume any responsibility for any other purpose or to 
anyone other than Westminster City Council.  This document was based 
on data available to us at the effective date of our calculations and takes 
no account of developments after that date except where explicitly stated 
otherwise. 

With respect to data on which we have relied in producing this document, 
whilst we have taken certain limited steps to satisfy ourselves that the 
data provided to us is of a quality sufficient for the purposes of our 
investigation, including carrying out certain basic tests for the purpose of 
detecting manifest inconsistencies, it is not possible for us to confirm the 
accuracy or completeness of the detailed information provided.  Whilst the 
Administering Authority may have relied on others for the maintenance of 
accurate data, it is their responsibility to ensure the adequacy of these 
arrangements and ultimately the Administering Authority that bears the 
primary responsibility for the accuracy of such information provided.  The 
information used is summarised in various sections of this document and 
Appendix A. 

 
Recent changes to 
pension increases 

Section 6.5.5.1(a) of the Code requires that the Administering Authority 
should disclose a description of the Fund and the effect of any changes to 
the Fund during the accounting period. 

In his budget on 22 June 2010, the Chancellor announced the following: 

"The Government will use the CPI for the price indexation of benefits and 
tax credits from April 2011. The CPI provides a more appropriate measure 
of benefit and pension recipients’ inflation experiences than RPI, because 
it excludes the majority of housing costs faced by homeowners (low 
income households are subsidised separately through Housing Benefit, 
and the majority of pensioners own their home outright) and differences in 
calculation mean it may be considered a better representation of the way 
consumers change their consumption patterns in response to price 
changes. This will also ensure consistency with the measure of inflation 
used by the Bank of England. This change will also apply to public service 
pensions through the statutory link to the indexation of the Second State 
Pension. The Government is also reviewing how the CPI can be used for 
the indexation of taxes and duties while protecting revenues." 
The change to CPI would appear to fall within the requirement of 
6.5.5.1(a) and CIPFA have subsequently confirmed that an appropriate 
disclosure should be made that describes the change and assesses the 
financial impact. 
We have interpreted the Chancellor's announcement as meaning that, 
with effect from 1 April 2011, increases to local government pensions in 
payment and deferred pensions, in respect of both past and future 
accrual, will be linked to annual increases in the Consumer Price Index 
(CPI), rather than the Retail Price Index (RPI). 
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Since over the long term CPI increases are expected to be lower than RPI 
increases, this gives rise to a reduction in the actuarial present value of 
the promised retirement benefits. 
In Section 2 we provide the results of our calculations together with an 
approximate estimate of the financial impact of this change to the pension 
increase assumption as measured using financial assumptions 
appropriate to IAS19.  For the purposes of this exercise we have 
assumed that the switch to CPI indexation occurred on 31 March 2010.  
We do not believe this simplification will introduce any material 
inaccuracy. 
Further information regarding the derivation of the CPI and RPI 
assumptions can be found in our assumptions letter. 

 
Methodology Value of the assets 

IAS19 requires that assets be valued at Fair Value which is defined as the 
amount for which an asset could be exchanged or a liability settled 
between knowledgeable, willing parties in an arm's length transaction.  
For the purposes of this exercise we have taken the asset values directly 
from the Fund's audited annual accounts as at 31 March 2010 and 
31 March 2007. 

Treatment of Risk Benefits 
To value the risk benefits we have valued service related benefits based 
on service completed to the date of calculations only. 

Expenses 

Scheme administration expenses are not reserved for in the Net Present 
Value of Actuarial Liabilities, consistent with the treatment adopted for 
individual employers who require IAS19 disclosures.  If the Fund wishes 
the administration expenses to be treated in a different way they should 
discuss this further with their auditor and their usual contact at Aon Hewitt.

 
IFRIC 14 IFRIC 14 is an interpretation of paragraph 58 of the IAS 19 accounting 

standard setting out limits to the amount of surplus that can be disclosed 
by organisations. We do not believe it has any relevance to IAS26. 

 
Volatility of results Results under the IAS26 reporting standard can change dramatically 

depending on market conditions.  The liabilities are linked to yields on 
high quality corporate bonds whereas the majority of the assets of the 
Fund are invested in equities.  Changing markets in conjunction with 
discount rate volatility will lead to volatility in the funded status of the Fund 
and thus to volatility in the net pension asset. 

If at any time you want us to provide you with an update of the IAS26 or 
you would like to indicate the sensitivity of the results to a change in some 
of the assumptions please let us know. 
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2 Information Required for IAS26 
Introduction IAS26 requires the "actuarial present value of the promised retirement 

benefits" to be disclosed, which is the IAS26 terminology for what IAS19 
refers to as the "defined benefit obligation". 

The information set out below relates to actuarial present value of the 
promised retirement benefits in the Fund which is part of the Local 
Government Pension Scheme.  The Fund provides defined benefits, 
based on members’ Final Pensionable Pay. 

 
Actuarial present value 
of promised retirement 
benefits 

Paragraph 6.5.2.8 of CIPFA's Code of Practice on local authority 
accounting for 2010/11 sets out that the actuarial present value of 
promised retirement benefits based on projected salaries should be 
disclosed. CIPFA have also indicated that comparator values at the 2007 
valuation should also be provided. 

The results at both dates are shown in the table below.  The 
corresponding fair value of Fund assets is also shown in order to show 
the level of surplus or deficit within the Fund when the liabilities are valued 
using IAS19 assumptions.  We do not believe the Authority needs to show 
these additional items if it does not wish to do so. 

 

Value as at 
31 March 2010 

£M 

Value as at 
31 March 2007 

£M 
Fair value of net assets 670.37 664.09 
Actuarial present value of the promised 
retirement benefits 1,243.97 992.36 

Surplus / (deficit) in the Fund as measured for 
IAS26 purposes (573.60) (328.27) 

 
Assumptions The latest full triennial actuarial valuation of the Fund's liabilities in 

accordance with the requirements of IAS26 took place at 31 March 2010.  
The principal assumptions used by the Fund's independent qualified 
actuaries were: 

 

 
31 March 2010 

(% p.a.) 
31 March 2007 

(% p.a.) 
Discount rate 5.5 5.3 
RPI Inflation 3.9 3.2 
CPI Inflation 3.0 N/A 
Rate of increase to pensions in payment* 3.9 3.2 
Rate of increase to deferred pensions* 3.9 3.2 
Rate of general increase in salaries ** 5.4 4.7 
 
* In excess of Guaranteed Minimum Pension increases in payment where appropriate  
** In addition, we have allowed for the same age related promotional salary scales as used at the actuarial 
valuation of the Fund as at 31 March 2010. 
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Principal demographic assumptions 

Post retirement mortality 31 March 2010 31 March 2007 
Males   
Base table Standard SAPS Normal 

Health All Amounts 
(S1NMA) 

Standard tables 
PNMA00 making 

allowance for 
improvements in 

mortality in line with the 
Medium Cohort factors 

to 2007 
Scaling to above base table rates ** 100% 110% 
   
Allowance for future improvements In line with CMI 2009 

with long term 
improvement of 1.25% 

p.a. 

In line with Medium 
Cohort improvements 

with an underpin to the 
improvements of 1.0% 

p.a. 
   
Future lifetime from age 65 (currently aged 65) 22.1 21.2 
Future lifetime from age 65 (currently aged 45) 24.0 23.1 
   
Females   
Base table Standard SAPS Normal 

Health All Amounts 
tables 

(S1NFA) 

Standard tables 
PNFA00 making 

allowance for 
improvements in 

mortality in line with the 
Medium Cohort factors 

to 2007 
Scaling to above base table rates ** 100% 110% 
   
Allowance for future improvements In line with CMI 2009 

with long term 
improvement of 1.25% 

p.a. 

In line with Medium 
Cohort improvements 

with an underpin to the 
improvements of 0.5% 

p.a. 
Future lifetime from age 65 (currently aged 65) 24.3 23.3 
Future lifetime from age 65 (currently aged 45) 26.3 24.5 
   
* A rating of x years means that members of the Fund are assumed to follow the mortality pattern of the base table for an individual x years older than them. The ratings 
shown apply to normal health retirements. 
** The scaling factors shown apply to normal health retirements 
 

 31 March 2010 31 March 2007 
Commutation Each member is assumed to exchange 

25% of the maximum amount permitted, 
of their past service pension rights on 
retirement, for additional lump sum. 
Each member is assumed to exchange 
75% of the maximum amount permitted, 
of their future service pension rights on 
retirement, for additional lump sum. 

Each member assumed to exchange 
20% of the maximum amount permitted 
of their pre 1 April 2008 pension 
entitlements. 
Each member assumed to exchange 
75% of the maximum amount permitted 
of their post 31 March 2008 pension 
entitlements. 
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Changes in benefits 
during the accounting 
period 

As set out earlier we believe the switch to using CPI for pension increases 
falls under paragraph 6.5.5.1 of the Code of Practice and our suggested 
wording is set out below. 

In his budget on 22 June 2010, the Chancellor announced the following: 

"The Government will use the CPI for the price indexation of benefits and 
tax credits from April 2011. The CPI provides a more appropriate measure 
of benefit and pension recipients’ inflation experiences than RPI, because 
it excludes the majority of housing costs faced by homeowners (low 
income households are subsidised separately through Housing Benefit, 
and the majority of pensioners own their home outright) and differences in 
calculation mean it may be considered a better representation of the way 
consumers change their consumption patterns in response to price 
changes. This will also ensure consistency with the measure of inflation 
used by the Bank of England. This change will also apply to public service 
pensions through the statutory link to the indexation of the Second State 
Pension. The Government is also reviewing how the CPI can be used for 
the indexation of taxes and duties while protecting revenues." 
The switch to CPI as the basis for future revaluation and pension 
increases has a significant impact on the actuarial present value of the 
promised retirement benefits. 

This is because all pensions, once they come into payment, and the 
deferred pensions of former employees, will now be increased in line with 
an index that is expected, over the long term, to be lower than the RPI 
index it replaces.  This, in turn, will reduce the value of the benefits and 
hence the value placed on those benefits. 

The Fund's actuary has estimated that, had the switch to CPI been 
implemented on 31 March 2010, the actuarial present value of the 
promised retirement benefits would have reduced by £143.14M. i.e. the 
actuarial present value of promised retirement benefits would have been 
£1,100.83M. 

 
Volatility of Results Our calculations involve placing present values on future benefit 

payments to individuals many years into the future.  These benefits will be 
linked to pay increases whilst individuals are active members of the Fund 
and will be linked to statutory pension increase orders (inflation) in 
deferment and in retirement.  Assumptions are made for the rates at 
which the benefits will increase in the future (inflation and salary 
increases) and the rate at which these future cashflows will be discounted 
to a present value at the accounting date to arrive at the present value of 
the defined benefit obligation.  The resulting position will therefore be 
sensitive to the assumptions used. 

The present value of the defined benefit obligations are linked to yields on 
high quality corporate bonds whereas the majority of the assets of the 
Fund are usually invested in equities or other real assets.  Fluctuations in 
investment markets in conjunction with discount rate volatility will 
therefore lead to volatility in the funded status of the Fund disclosed under 
IAS26 as amended by the Code of Practice. 
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Appendix A     Data Summaries (2010 & 2007) 
Active members at 31 March 2010 (31 March 2007) 
 

  Number Average 
age 

Total 
Pensionable 

Pay 
(£000 p.a.) 

Average 
Pensionable 

Pay  
(£ p.a.) 

Average 
service 
(years) 

Men 2010 1,413 44.3 55,817 39,502 10.9 
 2007 1,499 43.6 52,725 35,174 10.9 
Women 2010 2,546 44.0 69,584 27,331 7.9 
 2007 2,575 42.9 60,835 23,625 7.2 
Total 2010 3,959 44.1 125,401 31,675 9.0 
 2007 4,074 43.1 113,560 27,874 8.6 
 
Note: Pay is that over the year to the Valuation Date. Annualised pay is included for entrants in the last year. Part time pay is included for part-timers.  

 
Deferred pensioners at 31 March 2010 (31 March 2007) 
 

  Number Average 
age 

Total 
pension  

(£000 p.a.) 

Average 
pension  
(£ p.a.) 

Men 2010 2,111 47.0 6,890 3,264 
 2007 1,952 47.0 6,180 3,166 
Women 2010 3,498 45.4 8,184 2,340 
 2007 2,918 45.2 6,945 2,380 
Total 2010 5,609 46.0 15,074 2,687 
 2007 4,870 45.9 13,125 2,695 
Note: The deferred pensions have been increased to the Valuation Date and include increases granted in April 2010 (2007: April 2007). 

In addition to the numbers above there were a number of members who had yet to decide whether to take a transfer payment.  Suitable allowance has been 
made for these in our calculations. 

Pensioners at 31 March 2010 (31 March 2007) 
 

  Number Average 
age 

Total 
pensions 
(£000 p.a.) 

Average 
pension  
(£ p.a.) 

Men 2010 2,077 70.8 16,932 8,152 
 2007 2,007 70.5 14,065 7,008 
Women 2010 1,854 70.3 8,654 4,668 
 2007 1,751 69.7 6,963 3,976 
Dependants 2010 834 75.9 2,498 2,995 
 2007 833 75.2 2,317 2,782 
Total 2010 4,765 71.5 28,084 5,894 
 2007 4,591 71.1 23,345 5,085 
Note: The pensions have been increased to the Valuation Date and include increases granted in April 2010 (2007: April 2007). 

The 2010 figures include 53 children (2007: 65) who are in receipt of pensions. Suitable allowance has been made for these in our calculations.  

These figures do not include those pensioners in receipt of Discretionary Benefits. 
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Appendix B     Explanation of actuarial methods used 
Benefits valued This work relates to benefits payable from the Fund (as set out in LGPS 

Regulations at the relevant times) and related arrangements. These 
benefits include retirement pensions and benefits on members’ death and 
leaving service. 

A summary of the benefits that have been valued can be found in the 
reports on the actuarial valuations of the Fund as at 31 March 2010 and 
31 March 2007. 

To value the risk benefits (i.e. ill-health and death in service benefits) we 
have used the projected unit method.  This is the same method as was 
used last year, where figures were provided by us. 

Unfunded defined benefit obligations e.g. discretionary pensions benefits 
being paid under the Local Government (Early Termination of 
Employment) (Discretionary Compensation) Regulations (generally 
referred to as Compensatory Added Years), have not been valued as they 
do not form part of the Fund, however, they may be required in the IAS19 
figures prepared for individual employers within the Fund. 

 
Data The valuation of accrued pension benefits for IAS19 purposes requires 

detailed information in respect of each member such as date of birth, 
gender, date of joining the fund, their accrued pension and so forth. 

This information was supplied by the Administering Authority for the 2010 
and 2007 formal actuarial valuations of the Fund in the form of a 
standardized data extract from the Authority's administration systems. 

The formal valuation process (which is a precursor to the valuation for 
IAS19 purposes) involves a series of structured validation tests on the 
data items for integrity and reasonableness.  These tests, together with 
any actions taken in respect of specific data issues, are documented as 
part of the normal valuation process. 

Where tests reveal issues with the data, the Administering Authority is 
contacted with a view to resolving all data queries.  Only when the data 
queries have been resolved to the satisfaction of the Fund Actuary, will 
the valuation proceed. 

We can confirm that no data issues were identified at either the 2010 or 
the 2007 valuations that would have any material effect on the 
calculations presented in this report.  Overall, it is our opinion that the 
data presented at both valuations is sufficiently accurate, relevant and 
complete for the Administering Authority to rely on the resulting IAS19 
(IAS26) figures. 

 
Assumptions IAS 19 sets out the following general requirements for the setting of 

assumptions: 

Actuarial assumptions shall be unbiased and mutually compatible; and 

Financial assumptions shall be based on market expectations, at the 
balance sheet date, for the period over which the obligations are to be 
settled. 
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Furthermore IAS 19 requires that the assumed discount rate is 
determined by reference to market yields at the balance sheet date on 
high quality corporate bonds and in countries where there is no deep 
market in such bonds, the market yield (at the balance sheet date) on 
government bonds shall be used. 

CIPFA have informed us that under IAS26 the assumptions are ultimately 
the responsibility of the Administering Authority. Any assumptions that are 
affected by economic conditions (financial assumptions) should reflect 
market expectations at the balance sheet date. 

The key financial assumptions are set out on the first page of Section 2 
and the derivation of the assumptions is set out in our assumptions letter 
dated 9 June 2011. 

 
Method and 
calculations 

Figures as 31 March 2007 

Our calculations are based on the liabilities of the Fund as a whole 
determined in the most recent actuarial valuation of the Fund on a going 
concern basis. The valuation results are then adjusted by allowing for the 
IAS19 financial assumptions using an approximate change of basis 
approach and using summary data from the 2007 valuation such as 
average ages, and average retirement ages, suitably weighted. 

Due to the approximate method used, the results shown in Section 2 may 
differ from the results if a full actuarial valuation was performed at the 
measurement date. Please refer to our Terms of Reference document 
dated 23 March 2011 for further details of the potential magnitude of 
differences. 

Figures at 31 March 2010 

Figures at 31 March 2010 have been based on a full calculation of the 
liabilities using the same method as for the full 2010 triennial valuation 
Fund, but with IAS19 financial assumptions used. 

 
Assets The assets for the Fund at each measurement date (shown in section 2) 

are taken from audited accounts, with no additional adjustments. Between 
the two valuation dates the definition of Fair Value in IAS19 changed so 
the assets at 31 March 2007 are shown at mid value, whereas the assets 
at 31 March 2010 are shown at bid value. 
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Appendix C     Summary of IAS19 as it applies to IAS26 
Introduction Below, we give a brief overview of IAS19, which is primarily intended to 

cover employer accounting for the cost of employee benefits. 

• The current version of IAS19 largely dates from 1998. 

• In 2002, the International Accounting Standards Board (IASB) revised 
IAS19 with respect to the impact of the limit on any net balance sheet 
asset. 

• In December 2004, the IASB issued amendments to IAS19.  These 
amendments are mandatory for fiscal years starting on or after 
1 January 2006.  The changes made to IAS 19 fall into the following 
three categories: 

1. Introducing an additional option for the recognition of gains and 
losses; 

2. Amending the application of IAS19 for multi-employer plans and 
group plans, and 

3. Introducing additional disclosure requirements. 

Below, we provide a description of some of the main concepts used in 
IAS 19 as they apply in the context of IAS26.  We refer to the IAS19 
concepts by using the terms defined in Statement of Financial Accounting 
Standard No. 87 (FAS87), which are more widely used. 

 
Funded status Under IAS19, the Funded Status is equal to the difference between: 

• The Defined Benefit Obligation (the actuarial present value of promised 
retirement benefits); and 

• The fair value of the assets. 

If the assets are higher than the Defined Benefit Obligation, the employer 
is over-funded or in "surplus".  Otherwise it is under-funded or in "deficit". 

 
Actuarial assumptions Paragraphs 72 to 91 of IAS19 deal with the selection of the actuarial 

assumptions to be used in IAS19 calculations.  Those assumptions, which 
should be unbiased and mutually compatible, are broken down into: 

Demographic assumptions 

Dealing with matters such as mortality, turnover, disability and early 
retirement; and 

Financial assumptions 

Dealing with items such as: 

The discount rate; 

Future salary increases; and 

The expected rate of return on plan assets. 

The assumptions are said to be "unbiased" if they are neither imprudent 
nor excessively conservative.  They are said to be "mutually compatible" if 
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they reflect the economic relationships between factors such as inflation, 
rates of salary increases, return on plan assets and discount rates. 

For example, all assumptions, which depend on a particular inflation level 
(such as assumptions about interest rates and salary increases) in any 
given future period, should assume the same inflation level in that period. 

 
Discount rate Paragraph 78 states that the rate used to discount post-employment 

benefit obligations should be determined by reference to market yields, at 
the balance sheet date, on high quality corporate bonds.  In countries 
where there is no deep market in such bonds, the market yields (at the 
balance sheet date) on government bonds should be used.  The currency 
and term of the corporate bonds or government bonds should be 
consistent with the currency and estimated term of the benefit obligation. 

Paragraph 81 provides for the situation where there is no deep market in 
bonds with a sufficiently long maturity to match the estimated maturity of 
all the benefit payments.  In such cases, entities may ‘estimate the 
discount rate for longer durations by extrapolating current market rates 
along the yield curve’. 

 
Future salary 
increases 

Paragraph 84 states that estimates of future salary increases should take 
account of inflation, seniority, promotion and other relevant factors, such 
as supply and demand in the employment market. 
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