
Made for members
Annual Report and Financial Statements 2019

The Medical Protection Society Limited



A joint message to our members 
from the MPS President and the 
Chair of MPS Council

e are writing to you as colleagues and fellow MPS members to thank you for the work you are 
doing now and in the months ahead to tackle COVID-19, and also to tell you about the actions 
MPS are taking to support you during this time.

As the President and Chairman of MPS, and as consultants who are both working on the ‘front line’, we can 
confidently say that for most of us, this pandemic will be the biggest challenge of our lifetime.

We want you to know that MPS is here to support you. Our job is to protect you in both good times and bad. 
You need to be able to solely focus on treating your patients and looking after yourself. To help you do that, 
we have made a commitment to respond quickly to the challenges that will arise, so that we can meet your 
needs and the needs of all members, across the world.

There are three areas where we have already committed to take action:

•	 Protecting your wellbeing. We understand the pressure you will be put under during this crisis,  
and we have therefore extended our counselling service to all members who are experiencing any 
work-related stress, or stress that they feel could impact upon their practice. Our counselling service  
is provided through a third-party partner and is completely confidential.

•	 Bolstering the workforce. As part of our support for government-led initiatives to increase the number 
of doctors within the public health service, we are providing free non-claims support and assistance to 
former and retired MPS members who wish to return to the front line, and have suspended disclosure 
requirements for current members taking on additional work or work outside of the normal scope of 
practice within a state facility. 

•	 Protecting members’ financial position. We are keen to support members with private practice who 
have seen a significant drop in their work and a dramatic fall in income. We are currently considering 
ways to provide increased flexibility to make subscriptions more affordable for members during this 
challenging time. Once we have agreed the details, we will actively communicate and share our plans 
with you.

 
In the coming days, weeks and months, MPS will be sharing updates and information with you on our 
website and through a variety of other channels such as social media and email. We will also continue 
to provide advice on our website and will build on this over time. Our aim is to anticipate your needs and 
proactively provide you with the necessary answers, where we can. 

As two fellow healthcare professionals, we share your concerns and apprehension about what is to come. 
This is a challenge on a scale unimaginable only a few months ago. We all came into our professions to treat 
and support patients; that call perhaps rings truer today than ever.

This is not going to be an easy time for any of us, but we are going to get through it. Support each other, 
stay safe and continue the great work that you do.

With sincere best wishes,

Professor Dame Jane Dacre 
President of the Council

Mr Ian Eardley 
Chairman of the Council

W

The Medical Protection Society Limited             Annual Report and Financial Statements 2019









































































Independent 
auditor’s report
To the members of The Medical  
Protection Society Limited

Opinion
We have audited the financial 
statements of The Medical Protection 
Society Limited (the parent company) 
and its subsidiaries (the Group) for 
the year ended 31 December 2019, 
which comprise the Consolidated 
Statement of Comprehensive Income, 
the Consolidated and Company Balance 
Sheets, the Consolidated Statement 
of Cash Flows, the Consolidated and 
Company Statements of Changes 
in Equity and notes to the financial 
statements, including a summary of 
significant accounting policies. The 
financial reporting framework that 
has been applied in their preparation 
is applicable law and United Kingdom 
Accounting Standards, including Financial 
Reporting Standard 102 ‘The Financial 
Reporting Standard applicable in the UK 
and Republic of Ireland’ (United Kingdom 
Generally Accepted Accounting Practice).
In our opinion, the financial statements:

•	 give a true and fair view of the state 
of the Group’s and of the parent 
company’s affairs as at 31 December 
2019 and of the Group’s deficit for 
the year then ended;

•	 have been properly prepared in 
accordance with United Kingdom 
Generally Accepted Accounting 
Practice; and

•	 have been prepared in accordance 
with the requirements of the 
Companies Act 2006.

Basis for opinion
We conducted our audit in accordance 

with International Standards on Auditing 
(UK) (ISAs (UK)) and applicable law. Our 
responsibilities under those standards 
are further described in the ‘Auditor’s 
responsibilities for the audit of the 
financial statements’ section of our 
report. We are independent of the Group 
and the parent company in accordance 
with the ethical requirements that are 
relevant to our audit of the financial 
statements in the UK, including the FRC’s 
Ethical Standard, and we have fulfilled 
our other ethical responsibilities in 
accordance with these requirements. We 
believe that the audit evidence we have 
obtained is sufficient and appropriate to 
provide a basis for our opinion.

The impact of macro-economic 
uncertainties on our audit 
Our audit of the financial statements 
requires us to obtain an understanding 
of all relevant uncertainties, including 
those arising as a consequence of the 
effects of macro-economic uncertainties 
such as COVID-19 and Brexit. All audits 
assess and challenge the reasonableness 
of estimates made by the Directors 
and the related disclosures and the 
appropriateness of the going concern 
basis of preparation of the financial 
statements. All of these depend on 
assessments of the future economic 
environment and the Group’s future 
prospects and performance.

COVID-19 and Brexit are amongst 
the most significant economic events 
currently faced by the UK, and at 
the date of this report their effects 

are subject to unprecedented levels 
of uncertainty, with the full range of 
possible outcomes and their impacts 
unknown. We applied a standardised 
firm-wide approach in response to 
these uncertainties when assessing 
the Group’s future prospects and 
performance. However, no audit should 
be expected to predict the unknowable 
factors or all possible future implications 
for a Group associated with these 
particular events.

Conclusions relating to going 
concern 
We have nothing to report in respect 
of the following matters in relation to 
which the ISAs (UK) require us to report 
to you where:

•	 the Directors’ use of the going 
concern basis of accounting in 
the preparation of the financial 
statements is not appropriate; or

•	 the Directors have not disclosed 
in the financial statements any 
identified material uncertainties that 
may cast significant doubt about 
the Group’s or the parent company’s 
ability to continue to adopt the going 
concern basis of accounting for a 
period of at least twelve months 
from the date when the financial 
statements are authorised for issue.

In our evaluation of the Directors’ 
conclusions, we considered the risks 
associated with the Group’s business 
model, including effects arising from 
macro-economic uncertainties such 
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Analysis of changes in net funds At 
1 Jan 2019

Cash flow
movement

Foreign
exchange

At
31 Dec 2019

£’000 £’000 £’000 £’000

Cash at bank and in hand 11,235 19,058 (475) 29,818
Bank deposit accounts 104,990 68,547 (840) 172,697
Cash with investment managers 190,297 (11,164) (3,606) 175,527
Net funds 306,522 76,441 (4,921) 378,042

Of the net funds held by MPS, £15.7m (2018: £16.6m) is held in trust on behalf of the MPS Periodical Payments Trust, which was established 
to provide security for payments to be made in satisfaction of periodical payment orders. The Trust’s funds, which are invested in a 
segregated managed cash portfolio, can only be used to meet liabilities resulting from periodical payment orders and are not available to 
settle any other MPS liabilities.

Consolidated statement of changes in equity
Year ended 31 December 2019

Income and expenditure
£’000

At 1 January 2018 1,960,707

Net contribution for the year 136,747

Actuarial gains 10,930

De-recognition of defined benefit pension asset (27,935)

Total comprehensive income for the year 119,742

At 31 December 2018 2,080,449

Net contribution for the year (108,168)
Actuarial losses (2,961)
Recognition of defined benefit pension asset 27,935
Total comprehensive income for the year (83,194)
At 31 December 2019 1,997,255

Company statement of changes in equity
Year ended 31 December 2019

Income and expenditure
£’000

At 1 January 2018 795,657

Net contribution for the year 174,249

Actuarial gains 10,930

De-recognition of defined benefit pension asset (27,935)

Total comprehensive income for the year 157,244

At 31 December 2018 952,901

Net contribution for the year (186,921)
Actuarial losses (2,961)
Recognition of defined benefit pension asset 27,935
Total comprehensive income for the year (161,947)
At 31 December 2019 790,954

The notes on pages 42 to 65 form part of these financial statements
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1	 Company information
The Medical Protection Society Limited is a private company, 
limited by guarantee, registered in England with company 
number 00036142 at Level 19, The Shard, 32 London Bridge 
Street, London, SE1 9SG.

2	 Basis of preparation of the financial statements
These financial statements have been prepared in accordance 
with applicable United Kingdom accounting standards, 
including Financial Reporting Standard 102 “The Financial 
Reporting Standard applicable in the United Kingdom and 
Republic of Ireland” (FRS 102), and with the Companies 
Act 2006. The Group has considered, and applied, all of the 
amendments to FRS 102, as set out in the triennial review 
published in December 2017. 

The financial statements have been prepared on the historical 
cost basis, except for the modification to a fair value basis 
for certain financial instruments and investment property, as 
specified in the accounting policies below.

The financial statements are presented in Sterling (£) and are 
rounded to the nearest £’000.

The Group’s financial statements consolidate the financial 
statements of The Medical Protection Society Limited and 
its subsidiary undertakings, as detailed in note 13. The 
consolidation is drawn up to 31 December each year.

After reviewing the Company’s forecasts and projections, and 
in light of the outbreak of the COVID-19 pandemic, members of 
the Council have a reasonable expectation that the Group has 
adequate resources to continue in operational existence for 
the foreseeable future. For further detail on this assessment, 
see the going concern section in the Members of the Council 
report, which forms part of these financial statements, on 
page 35. The Company therefore continues to adopt the going 
concern basis in preparing its financial statements.

3	 Significant accounting judgements and estimates
Preparation of the financial statements requires management 
to make significant judgements and estimates. The items 
in the financial statements where these judgements and 
estimates have a significant risk of causing a material 
adjustment to the carrying amounts of assets and liabilities 
are addressed below.

Provision for the future cost of claims (note 17) 
Provision is made, as appropriate, for estimated future costs 
and damages, legal costs and claims handling costs expected 
to arise from all requests for assistance, which have been 
notified to MPS by 31 December and in respect of which the 
Council has exercised or is expected to exercise its discretion 
to provide indemnity. These provisions require management’s 
best estimate of the costs that will be incurred. The timing 
of cash flows and the discount rates used to establish the 
net present value of the future settlement values require 
management’s judgement and are detailed in the relevant 
accounting policy (note 4(k)).

No provision is made in the financial statements for the 
potential claims that may arise from incidents that occurred 
before 31 December, but which had not been reported to MPS 
at that date. This is a key judgement area which the Council 
has considered in detail, concluding that these potential 
claims do not constitute a liability as recognition is dependent 
on the exercise of discretion by the Council; and there is no 
constructive or legal obligation to recognise them until such 
discretion is exercised. The exercise of discretion by the Council 
is set out in the Articles of Association in paragraph 40. 

In reaching this judgement, the Council considered whether 
members have a valid expectation that assistance will be 
provided, in full, with regards to all submitted claims. Having 
considered how discretion is exercised by MPS, the Council 
conclude that there cannot be a valid expectation that all 
requests for assistance will be met in full, and that it is not 
appropriate to make a provision for potential claims that have 
not been reported by 31 December. 

Notes to 
the financial 
statements
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However, the Council believes it is appropriate to make an 
estimate of the cost of these potential future claims when 
assessing the adequacy of MPS’s funding position. This 
estimate is disclosed in note 22.

Defined benefit pension scheme (note 9) 
The Group has obligations to pay pension benefits to current 
and past employees who are members of the defined benefit 
pension scheme. The cost of these benefits and the present 
value of the obligation are dependent on a number of factors 
such as life expectancy, asset valuations and the discount rate 
on corporate bonds. Management estimates these factors with 
guidance from external actuaries, in order to determine the 
net pension obligation in the balance sheet. The assumptions 
reflect historical experience and current trends.

The actuarial calculations indicate a significant surplus on the 
accounting valuation basis. Due to the closure of the scheme 
during 2018, the Company has no continuing contributions 
planned, against which the asset would be utilised. However, 
the asset can still be realised through a refund from the 
scheme after meeting all pensioner obligations, at the point 
that the scheme is finally wound up, typically on the death of 
the final pensioner. After considering legal advice on the terms 
of the pension trust deed, the Council considers that MPS’s 
entitlement to the residual assets is sufficiently certain that the 
asset can be recognised as at 31 December 2019.

Valuation of unlisted investments (note 12a) 
Some of the investments held by the Group are not traded 
on active markets, so it is not possible to value the asset 
or liability using a quoted price in an active market. Where 
there is no quoted price available it is sometimes possible to 
use observable market data for valuation; examples include 
forward foreign exchange contracts and interest rate swaps. 
Where there is an absence of quoted prices and observable 
market data the Company relies on the valuation methodology 
applied by the investment manager to ascertain the fair value 
of the assets, these are disclosed in level 3 of the fair value 
hierarchy in note 12(d).

The Council has judged that the valuation policies and controls, 
which the investment managers have in place for unlisted 
investments, are sufficient to be able to use the valuations 
provided to account for the investments at fair value. 

Further details on the valuation of investments and derivatives 
are disclosed in the accounting policies section in notes 4(g) 
and 4(h). 

Deferred tax 
In preparing the financial statements the Directors made the 
assumption that the equity investments, as shown in note 
12(a), are held for long-term investment. The deferred tax 
payable on the change in fair value that would be taxable on 
disposal has been calculated at 17%, the latest UK corporation 
tax rate enacted as at the balance sheet date which applies 
from 1 April 2020. Should any holdings be disposed of in the 
intervening period the tax charge will be at a higher tax rate 
(currently 19%).

4	 Principal accounting policies
(a)	 Consolidation 
The Group financial statements comprise a consolidation 
of the financial statements of the parent company (the 
Company) and all of its subsidiary undertakings (together, the 
Group) as at 31 December and as identified in note 13. The 
consolidated financial statements incorporate the results 
of business combinations using the purchase method. In the 
balance sheet, the acquiree’s identifiable assets, liabilities and 
contingent liabilities are initially recognised at their fair values 
at the acquisition date. The results of acquired operations are 
included in the consolidated statement of comprehensive 
income from the date on which control is obtained. They are 
deconsolidated from the date control ceases.

As a consolidated statement of comprehensive income is 
published, the parent company has taken advantage of the 
exemption in Section 408 of the Companies Act 2006 and has 
not included its own statement of comprehensive income in 
these financial statements. Also, as a consolidated statement 
of cash flows is published, the parent company has taken 
advantage of the exemption in paragraph 1.12(b) of FRS 102 
and has not included its own statement of cash flows in these 
financial statements.

(b)	 Subscription income 
Subscription income comprises amounts receivable during 
the year, apportioned to accounting periods based on 
actual membership periods and stated at the fair value 
of the consideration receivable. It is recognised when the 
Company has performed its obligation to provide a period 
of membership, which allows members to seek assistance 
for incidents occurring during that period, and in exchange 
obtained the right to consideration. Income is not deferred 
beyond the end of the period of membership, as future benefits 
arising from that period of membership will be subject to the 
Council exercising its discretion to provide such benefits.

No geographical analysis of subscription income is shown 
because, in the opinion of the Council, it would be seriously 
prejudicial for the Group to do so.

(c)	 Intangible assets and amortisation 
Intangible assets are recognised at cost. Amortisation is 
provided on a straight-line basis on the cost of intangible 
assets so as to write them down to nil value over their 
expected useful lives. Where there is evidence of impairment, 
intangible assets are written-down to their current valuation, 
with any such write down being charged to net contribution to 
funds. The expected useful lives for intangible assets are:

Intellectual property rights 5 years

Copyrights 22 years

Software 5-10 years

(d)	 Tangible assets and depreciation 
All tangible assets are recognised at cost. Depreciation is 
provided on a straight-line basis on the cost of tangible assets 
so as to write them down to their estimated residual value over 
their expected useful lives. 
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Where there is evidence of impairment, tangible assets are 
written down to recoverable amounts. Any such write down 
is recognised immediately in net contribution to funds. The 
expected useful lives for tangible assets are:

Freehold buildings 40 years

Leasehold property the term of the lease

Computers 4 years

Furniture and fittings 20 years

Office equipment 6.5 years

Motor vehicles 3 years

Land is not depreciated.

(e)	 Investment properties 
Investment properties for which fair value can be measured 
reliably on an ongoing basis are measured at fair value, annually, 
with any change recognised in net contribution to funds. 

(f)	 Translation of foreign currency transactions 
Income and expenditure in foreign currencies are translated to 
the Sterling equivalent at the rate ruling at the transaction date. 
Monetary assets and liabilities appearing in the balance sheet 
are translated at the rate of exchange ruling at 31 December. 
Any gains or losses are taken to net contribution to funds. 

(g)	 Net investment income 
Investment income is made up of interest, dividends, realised 
gains/losses and derivative income. Interest receivable 
is brought into account on an accruals basis, under the 
effective interest method, with derivative income and realised 
gains/losses accounted for when received/paid. As equity 
investments are in pooled funds and unit trusts, dividend 
income is reinvested rather than distributed. Such income 
is therefore included within the fair value movement on 
investments rather than being recorded as dividend income. 

(h)	 Investments 
Investments are recognised initially at fair value which is 
normally the transaction price. They are then subsequently 
measured as follows:

Listed investments (which include cash held by the investment 
managers awaiting investment) are subsequently measured 
at fair value through net contribution to funds using bid price. 
Changes in fair value are recognised in net contribution to funds.

Unlisted investments, for which an independent market 
valuation is available, are measured at fair value through net 
contribution to funds. 

Unlisted infrastructure funds are measured at fair value 
using a discounted cash flow valuation methodology. In this 
methodology the future cash flows that are expected to be 
generated by an asset and made available to the fund, for 
example through dividends or loan repayments, are estimated, 
and these are discounted back to the valuation date. 

The discount rate comprises a risk premium reflecting the 
uncertainty associated with the cash flows, and the risk-free 
interest rate applicable in the country in which the asset is 
located. The risk premium is determined as the implied risk 
premium at acquisition, unless there is an inherent change in 
the risk profile of the business which may necessitate a change. 
Foreign assets are converted using the exchange rate on the 
valuation date. Changes in fair value are recognised in net 
contribution to funds.

The direct lending fund is carried at fair value. Fair value is 
determined by using the funds valuation approach which is 
based on a net asset value. Unlisted direct lending funds are 
measured at par value including any deferred interest which 
has been capitalised up to the valuation date. If the senior debt 
or bond has an S&P Rating of “CCC+” or lower, a fair value is 
determined by applying a standardised valuation approach. 
Thereby, the fair enterprise value of the respective company 
is derived based on a fair enterprise value (EV) determination. 
The EV is computed using a variety of techniques including, 
but not limited to, determination based on latest EBITDA 
figures (or forecast / budgeted EBITDA figures) using public and 
private transaction multiples as comparables. Where the fair 
enterprise value determined above is less than the underlying 
company’s net debt position, the investment is written-down 
to the fair value calculated correspondingly.

The inflation opportunities portfolio and multi-asset credit 
investments are measured using the net asset values provided 
by the fund managers. The funds contain a variety of assets 
that are measured at fair value through net contribution to 
funds. The fair value of the underlying financial instruments 
is based on their quoted mid-market prices at the reporting 
date. If a quoted market price is not available on a recognised 
stock exchange or from a broker/dealer for non-exchange 
traded financial instruments, the fair value of the instrument is 
estimated using valuation techniques, including use of recent 
arm’s length market transactions, pricing models, or any other 
valuation technique that provides a reliable estimate of prices 
obtained in actual market transactions. Collective Investment 
Schemes (CIS) are priced based on the valuation supplied 
by the administrator of the CIS. Financial assets include 
investments in open-ended investment funds. Fair value is 
based on the underlying fund administrator’s calculation of 
net asset value per share which will be the latest mid prices 
published by the collective investment schemes, unless any 
adjustments are required for illiquidity, low trading volumes or 
any such factors that indicate that the mid price may not be 
fair value.

For real estate debt funds, any underlying properties are valued 
in accordance with Practice Statement 4.2 of the Appraisal and 
Valuation Manual (1995) of the Royal Institution of Chartered 
Surveyors (RICS). For the ground rent element where the 
investment is in “strips”, the fair value is deemed to be equal 
to the historical cost, adjusted for amortisation and other 
payments received, less any impairment.

Investments in subsidiaries are stated at cost, less provision 
for impairment, where necessary, to reduce book value to 
recoverable amount.
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(i)	 Derivative financial instruments 
Derivative financial instruments are recognised at fair value 
using a specified valuation technique (see below) with any gains 
or losses being reported in the statement of comprehensive 
income. Outstanding derivatives at the reporting date are 
included under the appropriate format heading depending on 
the nature of the derivative.

Collateral is received/given, in cash, to support derivative 
assets/liabilities, as appropriate. Any cash given remains an 
asset of MPS and any cash received is not recognised until the 
derivative position is realised.

Interest rate swaps are valued on a daily basis by MPS’s 
investment managers using a detailed valuation methodology 
for a zero-coupon interest rate swap. Interest rate curves 
using real-time quotes from a number of market sources are 
used to value the swaps along with interpolation required to 
calculate the cash flow due or payable on each swap’s floating 
rate leg. The investment manager reconciles the valuations 
on a daily basis between their own systems and those of the 
counterparty. In addition, an independent third-party agent 
is also used to value the trades. The three-way reconciliation 
process ensures that the valuations are in line with the 
market on any given day and enables variations in valuation 
between the investment manager and the counterparty to be 
investigated in a timely fashion.

A third-party currency management system is utilised by 
MPS’s investment managers to obtain valuations for foreign 
exchange forward contracts. This system uses WM Reuters 
Fix rate to value the open market contracts against the traded 
rate. The number of contracts and market value difference is 
reconciled against counterparties daily and material variances 
flagged for further investigation.

In addition, the Group’s investment managers are permitted to 
hold derivative financial instruments to enhance investment 
returns. These instruments are measured at fair value with any 
changes in value and gains or losses credited or charged to net 
contribution to funds.

The currency swaps are not designed to be a perfect hedge 
and the Group has not adopted any form of hedge accounting.

(j)	 Cash deposits 
Cash deposits (consisting of bank deposit accounts, and 
cash at bank and in hand) are held to meet working capital 
requirements and when awaiting long-term investment within 
MPS’s managed portfolios. A range of deposit accounts and 
cash equivalents such as liquidity funds are used for this 
purpose. The funds are kept liquid with the vast majority 
available on call.

Cash equivalents are short-term, highly liquid assets, which are 
readily convertible to known amounts of cash and which are 
subject to an insignificant risk of changes in value.

(k)	 Provisions for liabilities 
Costs and damages for claims 
Provisions are created, as appropriate, for estimated future 
costs and damages, legal costs and claims handling costs 
expected to arise from all claims that have been notified to 
MPS by 31 December in respect of which the Council has 
exercised or is expected to exercise its discretion to provide 
indemnity. The estimate of these costs is provided on an 
individual basis by claims managers along with an estimation 
of the likelihood that MPS will have to settle the claim. These 
estimates are stated before deducting estimated recoveries 
from insurers, which are disclosed separately within debtors. 
These estimated recoveries are reassessed quarterly.

The discounted future settlement values are deemed to be the 
best estimate of these costs. The unwinding of the discount 
is separately identified in the claims provision (note 17) and 
is disclosed within finance costs in net contribution to funds. 
The principal financial assumption used in the calculation of 
the finance cost is that the rate used to unwind the discount is 
4.5% (2018: 4.3%) per annum.

The principal financial assumptions used in the calculation 
of the claims provision are that average claims inflation will 
be 6.7% (2018: 6.7%) per annum over the period to payment 
where claims inflation assumptions are estimated and applied 
by territory by the internal actuarial team, having been 
approved by the Asset and Liability Committee. Investment 
return, used to discount future claims payments back to the 
balance sheet date, will be the UK risk-free rate published by 
the European Insurance and Occupational Pensions Authority 
(EIOPA) as at the year end, plus 2.9% (2018: 3%) for all 
territories other than South Africa. The South Africa risk-free 
rate published by EIOPA plus -0.3% is used (2018: -0.2%). The 
average period to payment is estimated as 2.4 years (2018: 
2.4 years). The payment delay is estimated by territory by the 
internal actuarial team. 

Incurred but not reported (IBNR) 
Provisions are created, as appropriate, for estimated future 
claims costs which are expected to arise from reinsurance 
contracts where incidents have not been reported at 31 
December, but which are expected to be valid claims. The 
value of such claims is based on actuarial estimates which 
take into consideration the average settlement period. Due to 
the nature of these policies, these claims are not discounted, 
however, claims inflation was estimated to be 8.9%.  

Dilapidations 
Provisions are created, as appropriate, for the estimated future 
costs of restoring leasehold property assets back to their 
original condition. The estimate is based on the present value of 
the expected cost required to settle the obligation, discounted 
at a rate which is linked to the Group’s return on investments.
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(l)	 Tax 
Current tax is recognised for the amount of income tax payable 
in respect of the taxable profit for the current or past reporting 
periods, using the tax rates and laws that have been enacted or 
substantively enacted by the reporting date.

Deferred tax is recognised in respect of all timing differences 
at the reporting date, except otherwise as indicated. Deferred 
tax assets are only recognised to the extent that it is probable 
that they will be recovered against the reversal of deferred 
tax liabilities or other future taxable profits. Deferred tax is 
calculated using the tax rates and laws that have been enacted 
or substantively enacted by the reporting date, that are 
expected to apply to the reversal of the timing difference.

The tax (charge)/credit is presented either in net contribution 
to funds or equity, depending on the transaction that resulted 
in the tax (charge)/credit.

Deferred tax liabilities are presented within provisions for 
liabilities and deferred tax assets within debtors. Deferred tax 
assets and deferred tax liabilities are offset only if the Group 
has a legally enforceable right to offset current tax assets 
against current tax liabilities, and the deferred tax assets and 
deferred tax liabilities relate to income taxes levied by the 
same taxation authority.

(m)	  Pensions 
MPS operates two types of pension scheme: defined 
contribution and defined benefit.

A defined contribution scheme is a pension scheme under 
which the Group pays fixed contributions and provides no 
guarantee as to the quantum of retirement benefits that 
those contributions will ultimately purchase. A defined benefit 
scheme is one that is not a defined contribution scheme. 
The assets of both schemes are invested and managed 
independently of MPS’s finances.

Defined benefit schemes 
The cost of providing benefits under the defined benefit 
plan is determined using the projected unit credit method, 
which attributes entitlement to benefits to the current cost 
period to calculate current service cost, and to the current 
and prior periods to determine the present value of defined 
benefit obligations and is based on actuarial advice. When a 
settlement or a curtailment occur, the change in the present 
value of the scheme liabilities and the fair value of the plan 
assets reflects the gain or loss, which is recognised in the 
income statement during the period in which it occurs.

The net interest element is determined by multiplying the 
net defined benefit asset/liability by the discount rate at the 
start of the period, taking into account any changes in the 
net defined benefit asset/liability during the period as a result 
of contribution and benefit payments. The net interest is 
recognised in net contribution to funds as other finance  
income or cost.

Re-measurements, including actuarial gains and losses, the 

effect of the asset ceiling and the return on the net defined 
benefit asset/liability (excluding amounts included in net 
interest), are recognised immediately in other comprehensive 
income in the period in which they occur. Re-measurements 
are not reclassified to net contribution to funds in 
subsequent periods.

The defined benefit pension asset, or liability, in the balance 
sheet comprises the total present value of the defined 
benefit obligation, calculated using a discount rate based on 
UK gilts, less the fair value of plan assets, out of which the 
obligations are to be settled. Fair value is based on market 
price information, and in the case of quoted securities, is the 
published bid price.

Defined benefit pension scheme surpluses are limited to the 
extent they are considered recoverable, either through reduced 
contributions or agreed refunds from the scheme.

The actuarial valuation involves making assumptions about 
discount rates, future salary increases, mortality rates and 
future pension increases. Due to the complexity of the 
valuation, the underlying assumptions and the long-term 
nature of the scheme, such estimates are subject to significant 
uncertainty. In determining the appropriate discount rate, the 
Company considers the rate of return from UK gilts and future 
RPI inflation by deriving a single-weighted average over the 
appropriate Bank of England curve (extrapolated for years 
beyond 25) taking account of the scheme’s projected benefit 
cash flows at each duration. The mortality rate is based on 
publicly available mortality tables for the UK. 

Further information on the structure of the defined benefit 
scheme is contained within note 9.

Defined contribution schemes 
The cost of the defined contribution pension schemes (the 
contributions), are charged to the statement of comprehensive 
income in the year to which they relate.

(n)	 Operating leases 
Leases where substantially all of the risks and rewards of 
ownership are not transferred to the Group are treated as 
operating leases. Rentals under operating leases are charged 
against net contribution to funds on a straight-line basis 
over the period of the lease. Operating lease incentives are 
recognised, on a straight-line basis, as a reduction of the rental 
expense over the term of the lease. 

(o)	 Current assets and liabilities 
Current assets and liabilities (except in relation to the defined 
benefit pension scheme) are measured at the present value of 
future cash flows. These amounts are tested for impairment, 
with any impairment identified charged to net contribution  
to funds.
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5a	 Education, publications and external relations
Included under this classification are costs associated with developing and delivering education and risk management services to 
members with the aim of reducing risk and liaising with regulators, legislators and professional representative bodies around the 
world on behalf of members and the wider professions, on matters relevant to MPS and its members.

5b	 Administration expenses
2019 2018

£’000 £’000

Included under this classification are:

Operating lease rentals:

 	 - Land and buildings 2,723 2,473

 	 - Motor vehicles 150 136

 	 - Office equipment 251 227

Depreciation of tangible assets 2,010 1,953

Amortisation of intangible assets 3,049 2,300

Loss on disposal of subsidiary  -  2,114

Employer contributions to defined contribution pension schemes 7,047 4,868

Auditor’s remuneration

Services to the Company and its subsidiaries

Fees payable to the Company’s auditor for the audit of the annual financial statements 141 144

Fees payable to the Company’s auditor and its associates for other services:

	 Audit of the financial statements of the Company’s subsidiaries pursuant to legislation 55 24

Services to the Company’s associated pension scheme 

	 Audit of the financial statements of the Scheme pursuant to legislation 11 16

The loss on disposal of subsidiary recognised in 2018 relates to the sale of MPS Risk Solutions Limited on 31 December 2018. This 
was not classified as discontinued operations as the activities of MPS Risk Solutions Limited were deemed to be immaterial to the 
Group. The sale proceeds were received by the Group in the year ended 31 December 2019. 

5c	 Exchange movements
The majority of the (gains)/losses on exchange movements relate to the restatement of cash assets held to match those liabilities 
denominated in foreign currencies. These (gains)/losses are substantially offset by a corresponding increase/decrease within 
international claim liabilities, which are included in claims costs and associated legal costs in the consolidated statement of 
comprehensive income.

6	 Net income from investments
2019 2018

£’000 £’000

Bond and gilt interest 47,426 27,249

Bank interest 3,948 2,268

Other investment income 12,772 11,884

Derivative payments (1,838) (5,374)

62,308 36,027

Other investment income includes distributions from the infrastructure, real estate debt, multi-asset credit and inflation 
opportunities funds.

As disclosed in note 4(g), dividend income from MPS’s equity investments is not distributed but is reinvested and therefore 
included in the change in fair value of investments rather than as net income from investments. 
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7a	 Tax charge/(credit) on income and gains from investments
2019 2018

£’000 £’000

Current tax:
UK corporation tax 28,437 59

Adjustments in respect of prior years 459 (925)

Overseas taxation (8) 14

Double taxation relief -  (3)

Total current tax 28,888 (855)

Deferred tax:
Origination and reversal of timing differences 979 (8,461)

Adjustment in respect of prior years 2,168 32

Total deferred tax 3,147 (8,429)

Tax charge/(credit) on investment income and gains in the consolidated statement
of comprehensive income for the year 32,035 (9,284)

7b	 Factors affecting tax charge for the year
2019 2018

£’000 £’000

The tax assessed for the year is lower (2018: lower) than the standard rate of corporation tax in the 
United Kingdom at 19% (2018: 19%). The differences are explained as follows:

Contribution before tax (76,133) 127,463

Income and net gains from investments multiplied by the standard rate of corporation 

tax in the UK of 19% (2018: 19%) (14,465) 24,218

Other permanent differences - 5

Indexation allowances (5,851) -

RPI linked indexation (1,221) (2,212)

Losses not utilised 181 -

Adjustment in respect of prior years – current tax 459 (925)

Adjustment in respect of prior years – deferred tax 2,168 32

Utilisation of brought forward losses (189) -

Disallowable mutual trade losses/non-taxable contribution 51,973 (31,305)

Difference in tax rates (212) 996

Foreign tax 7 11

Transfer pricing adjustments 2 8

Non-taxable dividends (749) -

Deferred tax not recognised (68) (112)

Tax charge/(credit) for the year 32,035 (9,284)

The non-taxable contribution above is the balance of members’ subscription income over related expenditure, which, due to 
MPS’s mutual status, is not subject to corporation tax.

The aggregate current and deferred tax relating to items that are recognised as items of other comprehensive income is £nil 
(2018: £nil).
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7c	 Factors that may affect future tax charges
The UK corporation tax rate for the year is 19% (2018: 19%). Following Budget 2020 announcements, the proposal is to retain the 
main rate of UK corporation tax at 19% rather than implement a reduction to 17%. Deferred tax has been provided at 17% in these 
financial statements (2018: 17%). Subsequent to the year end, the planned reduction in corporation tax to 17% was cancelled. Both 
the deferred tax liability and the tax charge will increase by £7.5m when recalculated at the 19% rate.

8	 Directors and employees
The average number of people, including Directors and all members of the Council, employed in the provision of services to 
members during the year was 976 for the Group (2018: 936) and 960 for the Company (2018: 922). Costs in respect of these 
employees were:

2019 2018 2019 2018

Group Group Company Company

£’000 £’000 £’000 £’000

Wages and salaries 47,669 48,120 46,344 47,065

Social security costs 5,107 5,192 5,059 5,178

Pension costs 7,137 1,892 7,007 1,674

59,913 55,204 58,410 53,917

A detailed analysis of Directors’ remuneration, including salaries, fees, benefits, bonuses and pension contributions, is provided in 
the Remuneration and Nominations report, which forms part of these financial statements on page 33.

9	 Pensions
MPS operates two types of pension scheme: a funded defined benefit pension scheme, which is administered under Trust and a 
defined contribution pension scheme, which is overseen by the Defined Contribution Oversight Committee. The assets of both 
schemes are held independently of MPS’s finances. 

Contributions to the defined contribution scheme are charged to the net contribution to funds in the year to which they relate. 
Contributions to the defined benefit scheme are paid to the scheme in accordance with the Schedule of Contributions agreed 
between the Trustees and MPS.

The defined benefit scheme was closed to new entrants on 1 November 2013, at which time the defined contribution scheme 
was introduced. On 30 September 2018, the defined benefit scheme was closed to future accrual, meaning that no additional 
service has been accrued since that date, and that pension increases until retirement will be limited to RPI rather than any 
assumptions on pay increases. 

The funding of the defined benefit scheme is based on a triennial valuation. The last full actuarial valuation completed and agreed 
was as at 31 December 2017. This valuation has then been further updated to the accounting date by an independent qualified 
actuary. The next full actuarial valuation as at 31 December 2020 has not yet been agreed, however, the underlying membership 
data has been updated to reflect scheme membership as at 31 December 2019.

The following tables set out, as at the reporting date, the key assumptions used for the defined benefit scheme, the fair values of 
the assets, analysed by asset class, the present value of the scheme liabilities and the resulting pension surplus. Since the closure 
of the scheme to future accrual, any asset would not be recoverable through a reduction in future contributions to the scheme, 
however, it is recoverable on the winding up of the scheme, typically when the final member of the scheme dies.

Amounts recognised in the balance sheet

At 31 December At 31 December

2019 2018

£’000 £’000

Fair value of scheme assets 198,903 179,088

Present value of obligations (173,119) (151,153)

Net defined benefit asset 25,784 27,935

Restriction on value of asset recognised - (27,935)

Pension asset recognised in the balance sheet 25,784 -
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9	 Pensions (continued)
As reported in the prior year Annual Report and Financial Statements, the Group restricted the value of the asset recognised, 
and as such, did not recognise a net defined benefit asset on the balance sheet as at 31 December 2018 due to the certainty of 
recovery of the asset over an extended period of time.

During the year ended 31 December 2019, MPS obtained external legal advice with regard to the recognition of a pension asset 
under FRS 102. This advice concluded that recognition of a surplus is appropriate on the basis that the Group has an unconditional 
right to a refund of a surplus and the Trustees are not able to enhance benefits without the Director’s approval. As a result, the net 
defined benefit asset has been disclosed within fixed assets, on the balance sheet, as at 31 December 2019.

Movement in net defined benefit asset

At 31 December At 31 December

2019 2018

£’000 £’000

Opening net defined benefit asset 27,935 10,168

Gain in net contribution to funds 810 3,241

Employer contributions - 3,596

Amount recognised in other comprehensive income (2,961) 10,930

Closing net defined benefit asset 25,784 27,935

Amounts recognised in the statement of comprehensive income

2019 2018

£’000 £’000

Employer’s part of current service cost - 4,515

Net interest income (810)             (345)

Past service cost and settlements - (7,411)

Total gain recognised in net contribution to funds (810)             (3,241)

Re-measurements (2,961) 10,930

Recognition/(de-recognition) of defined benefit asset 27,935 (27,935)

Amounts recognised in other comprehensive income 24,974 (17,005)

In the year ended 31 December 2018, the Group recognised a provision of £7.4m for the equalisation of pension benefits for men 
and women in relation to guaranteed minimum pension benefits. For the MPS scheme, this equalisation was relatively small given 
the retirement age rules in the scheme. No further provision has been recognised in the current year.

Assets

At 31 December 2019 At 31 December 2019

% £’000 % £’000

Equities 17 33,444 16 27,489

Liability driven investment 66 132,251 62 111,222

Diversified growth fund 17 33,023 22 39,705

Cash and net current assets - 185 - 672

Total 100 198,903 100 179,088
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9	 Pensions (continued)
Movement in fair value of plan assets

2019 2018

£’000 £’000

Opening fair value of scheme assets 179,088 186,853

Interest on assets 5,140 4,490

Contributions by scheme members    -  11

Contributions by the employer      -  3,596

Benefits paid (3,700) (4,071)

Actual return on plan assets less interest 18,375 (11,791)

Closing fair value of scheme assets 198,903 179,088

Actual return on assets 23,515 (7,301)

Liabilities

The defined benefit obligation moved over the year as follows:

2019 2018

£’000 £’000

Opening present value of obligations 151,153 176,685

Interest on obligation 4,330 4,145

Employer’s part of current service cost     -  4,515

Contributions by scheme members     -  11

Benefits paid (3,700) (4,071)

Past service cost and settlements    -  (7,411)

Actuarial gain/(loss) 21,336 (22,721)

Closing present value of obligations 173,119 151,153

Actuarial assumptions
At 31 December At 31 December

2019 2018

% pa % pa

Price RPI inflation 3.2 3.4

Discount rate 2.1 2.9

Pension increases (LPI 5%) 3.1 3.2

Pension increases (LPI 3%) 2.5 2.5

On the basis of the assumptions used for life expectancy, a male pensioner currently aged 60 would be expected to live for a 
further 28.1 years (2018: 29.0 years) and a female pensioner currently aged 60 would be expected to live for a further 30.3 years 
(2018: 31.1 years). Allowance is made for future improvements in life expectancy.

As the scheme was closed to future accrual in September 2018, MPS did not make contributions during the year to 31 December 
2019 (2018: £3.6m). No contributions are payable under the current schedule of contributions as agreed with the Trustees. 
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10	 Intangible assets

Software Copyrights Total
£'000 £'000 £'000

Group

Cost 

At 1 January 2019 27,304 16 27,320

Additions 5,192 - 5,192

Disposals (1,613) - (1,613)

At 31 December 2019 30,883 16 30,899

Amortisation
At 1 January 2019 6,818 13 6,831

Charge in year 3,047 2 3,049

Disposals (970)  -  (970)

At 31 December 2019 8,895 15 8,910

Net book value
At 31 December 2019 21,988 1 21,989
At 31 December 2018 20,486 3 20,489

Software Copyrights Total
£'000 £'000 £'000

Company

Cost 

At 1 January 2019 27,289 394 27,683

Additions 5,192 - 5,192

Disposals (1,613) - (1,613)

At 31 December 2019 30,868 394 31,262

Amortisation
At 1 January 2019 6,815 160 6,975

Charge in year 3,044 18 3,062

Disposals (970) - (970)

At 31 December 2019 8,889 178 9,067

Net book value
At 31 December 2019 21,979 216 22,195
At 31 December 2018 20,474 234 20,708

Software additions include £4.9m (2018: £3.9m) of capital expenditure relating to the build phase of a new member 
administration IT system. The remaining amortisation relating to this asset at the end of 2019 is £20.4m which will be released 
over the next eight years.

The Group’s intangible assets include intellectual property rights acquired by a group company, The Cognitive Consulting Group 
Pty Limited (CCG) (note 13). 

The Company’s intangible assets include copyrights for educational training material purchased by the parent company, The 
Medical Protection Society Limited, from CCG. 
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11	 Tangible assets

Investment 
property

Freehold land 
and buildings

Leasehold 
property

Computers, 
furniture, 

fittings 
and office 

equipment
Motor 

vehicles Total
£'000 £'000 £'000 £’000 £’000 £’000

Group

Cost or valuation
At 1 January 2019 2,868 31,384 3,933 8,686 41 46,912

Additions - 14 1,222 595 - 1,831

Disposals - - (46) (1,531) - (1,577)

Revaluation (223) - - - - (223)

At 31 December 2019 2,645 31,398 5,109 7,750 41 46,943

Depreciation
At 1 January 2019 -  2,859 934 6,193 13 9,999

Charge in year -  801 273 925 11 2,010

Disposals -  - (46) (1,489) - (1,535)

At 31 December 2019 -    3,660      1,161      5,629     24 10,474 

Net book value
At 31 December 2019 2,645 27,738 3,948 2,121 17 36,469
At 31 December 2018 2,868 28,525 2,999 2,493 28 36,913

Investment 
property

Freehold land 
and buildings

Leasehold 
property

Computers, 
furniture, 

fittings 
and office 

equipment
Motor 

vehicles Total
£'000 £'000 £'000 £’000 £’000 £’000

Company

Cost or valuation
At 1 January 2019      2,868 31,384 3,933 8,624 41 46,850

Additions  -  14 1,222 595        -  1,831

Disposals  -         -   (46)     (1,531)        -  (1,577)

Revaluation  (223)  -   -   -   -   (223)

At 31 December 2019 2,645 31,398 5,109 7,688 41 46,881

Depreciation
At 1 January 2019 - 2,859 934 6,149 13 9,955

Charge in year  -  801 273 925 11 2,010

Disposals  -         -        (46)     (1,489)        -   (1,535)

At 31 December 2019  -  3,660 1,161 5,585 24 10,430

Net book value
At 31 December 2019 2,645 27,738 3,948 2,103 17 36,451
At 31 December 2018 2,868 28,525 2,999 2,475 28 36,895

All of the leasehold properties held at 31 December 2019, by the Group and by the Company, are short leaseholds. 
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11	 Tangible assets (continued)
The investment property was acquired in 2017 in an open market, arm’s length transaction. The revaluation was conducted by an 
independent third-party valuer, Jones Lang LaSalle, on an open market basis at 31 December 2019.

The historical cost of investment properties held at fair value is £4.7m (2018: £4.7m).

Capital commitments 
Capital expenditure approved and contracted for amounted to £1.2m for the new member administration system included within 
intangible assets (2018: £3.9m).

12a	 Investments and derivatives 

Group Total investments Total derivatives
£'000 £'000

Valuation at 1 January 2019 2,926,341 2,810

Investment additions 673,192          -  

Disposals at carrying value (1,283,244)          -  

Movement in cash balances 14,194          -  

Fair value adjustments 152,400 (2,891)

At 31 December 2019 2,482,883 (81)

Company Total investments
£'000

Investment in subsidiaries (note 13)

Cost as at 1 January 2019 1,660,051

Additions 29,550

Disposals (430,000)

As at 31 December 2019 1,259,601

The Company disposal of £430m comprise redemption of redeemable preference shares, at cost, in one of its subsidiaries, MPI 
(London) Limited. This subsidiary remains wholly owned by MPS.

Investments comprise:

2019 2018 2019 2018

Group Group Company Company

£’000 £’000 £’000 £’000

Listed investments 1,275,890 1,953,116 -
Unlisted investments 1,002,501 782,928 - -

Shares in group undertakings  -  - 1,259,601 1,660,051

2,278,391 2,736,044 1,259,601 1,660,051

Cash 204,492 190,297 - -

2,482,883 2,926,341 1,259,601 1,660,051

Derivative financial instruments (12b):

	 - assets 9,798 7,218 - -

	 - liabilities (9,879) (4,408) - -

(81) 2,810 - -
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12a	 Investments and derivatives (continued)
For further information on derivative financial instruments, see note 12b.

All other fixed asset investments are measured at fair value with changes in value reflected in the contribution to funds.

The Group was committed to further long-term investment contributions with existing investment managers and funds of £44m 
as at 31 December 2019 (2018: £79.5m).

12b	 Total derivative financial instruments 
The following derivative financial instruments, recognised in note 12a above, were held at the end of the year:

Interest rate swaps

Duration Nature of contract Notional value Asset Liability
£'000 £'000 £'000

2yrs-10yrs Pay fixed for floating 169,953 5,744 (2,838)

Forward foreign exchange contracts

Duration Nature of contract Notional value Asset Liability
£'000 £'000 £'000

3 months Sell USD Buy HKD USD 1,500,000 900 -

3 months Sell USD Buy ILS USD 122,000 247 -

3 months Sell USD Buy MYR USD 111,999 607 -

3 months Sell USD Buy SGD USD 122,000 1,663 -

2 months Sell GBP Buy ZAR GPB 4,873 - (41)

3 months Sell USD Buy GBP USD 24,025 637 -

3 months Sell ZAR Buy GBP ZAR 40,401 - (831)

3 months Sell EUR Buy GBP EUR 116,999 - (6,169)

4,054 (7,041)

Total derivative financial instruments 9,798 (9,879)

12c	 Collateral amounts given/received
The following collateral balances at fair value were held at the end of the year, relating to amounts given/received against 
unrealised losses/gains respectively on derivative financial instruments shown in note 12b above. 

Derivative held Form of collateral Given Received
£'000 £'000

Interest rate swaps Cash - 5,448
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12d	 Fair value hierarchy
Financial assets at fair value through net contribution to funds

Level 1 Level 2 Level 3 Total
£’000 £’000 £’000 £’000

At 31 December 2019
Equities 410,895 - - 410,895

Government and other bonds 487,710 - - 487,710

Infrastructure - - 153,882 153,882

Multi-asset credit 377,285 - 227,468 604,753

Inflation opportunities portfolio - - 236,440 236,440

Real estate and ground rent - - 103,955 103,955

Direct lending - - 280,756 280,756

1,275,890         -  1,002,501 2,278,391

Derivative financial instruments - 9,798 - 9,798

1,275,890 9,798 1,002,501 2,288,189

At 31 December 2018

Equities 727,089 - - 727,089

Government and other bonds 695,081 - - 695,081

Infrastructure - - 153,894 153,894

Multi-asset credit 530,946 - 48,151 579,097

Inflation opportunities portfolio - - 219,127 219,127

Real estate and ground rent - - 90,180 90,180

Direct lending - - 271,576 271,576

1,953,116 - 782,928 2,736,044

Derivative financial instruments - 7,218 - 7,218

1,953,116 7,218 782,928 2,743,262

Financial assets at fair value through net contribution to funds

Level 1 Level 2 Level 3 Total
£’000 £’000 £’000 £’000

At 31 December 2019
Derivative financial instruments - (9,879) - (9,879)

At 31 December 2018
Derivative financial instruments - (4,408) - (4,408)

Categorisation within the hierarchy has been determined on the basis of the lowest level input that is significant to the fair value 
measurement of the relevant asset as follows:

Level 1	 Valued using quoted prices in active markets for identical assets.

Level 2	 Valued by reference to valuation techniques using observable inputs other than quoted prices included in level 1.

Level 3	 Valued by reference to valuation techniques using inputs that are not based on observable market data.
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12d	 Fair value hierarchy (continued)
Fair value measurements 
The key assumptions underlying fair value estimates for certain level 3 investments are derived by our investment managers and 
for the year ended 31 December 2019 include: 

Unobservable inputs Range based on weighted average
Discount rate 11% - 14%

Growth rate 7% - 11%

Exit multiple 13x - 16x

Leverage ratio 37% - 46%

13	 Investments in subsidiary undertakings
MPS has the following direct interests in subsidiary undertakings, with associated cost of parent investment as follows:

Name Interest1 Cost (£’000) Registered office address Nature of business

Dental Protection Limited 100% - 32 London Bridge Street, SE1 9SG, 
England.

To provide insight on dental issues 
which impact MPS.

MPI (London) Limited 100% 1,230,001 32 London Bridge Street, SE1 9SG, 
England.

To manage the investment portfolio 
for MPS.

DPL Australia Pty Limited 100% - Level 26, 181 William Street, 
Melbourne, Vic 3000 Australia.

To manage the administrative affairs of 
dental members in Australia.

The MPS Periodical Payments 
Trustee Limited

100% 40 32 London Bridge Street, SE1 9SG, 
England.

Corporate Trustee.

MPS Holdings Australia Pty 
Limited

100% 10 Level 26, 181 William Street, 
Melbourne, Vic 3000 Australia.

Holding company.

The Cognitive Consulting Group 
Pty Limited2

100% - Level 26, 181 William Street, 
Melbourne, Vic 3000 Australia.

To provide communication skills 
and risk management training to 
healthcare professionals in Australia.

Victoria Place Management 
Company (Leeds) Limited3

100% - 32 London Bridge Street, SE1 9SG, 
England.

To oversee the management of the 
common areas of Victoria Place, Leeds.

The Dental Protection Society 
Limited

100% - 32 London Bridge Street, SE1 9SG, 
England.

Dormant company.

MP Properties Limited 100% - 32 London Bridge Street, SE1 9SG, 
England.

Dormant company.

MPS (Singapore Services) Pte. Ltd 100% - 10 Changi Business Park Central 2, 
#05-01, Hansapoint @CBP, Singapore 
(486030).

To provide administration, training 
and oversight functions relating to 
Singapore members of MPS.

MPS South Africa (Pty) Ltd 100% - Executive City, Cnr Cross Str and 
Charmaine Ave, President Ridge, 
Randburg, Gauteng, 2194, South 
Africa.

To provide administration, training and 
oversight functions relating to South 
Africa members of MPS.

MPS (Hong Kong Services) Pte Ltd 100% - Units 1603-4, 16th Floor, Causeway 
Bay, Plaza 1, 489 Hennessy Road, 
Hong Kong.

To provide administration, training and 
oversight functions relating to Hong 
Kong members of MPS.

MPS Claims Services Limited4 100% - 32 London Bridge Street, SE1 9SG, 
England.

To provide claims services for the 
policies sold by MPSUW Limited.

MPSUW Limited5 100% 500 32 London Bridge Street, SE1 9SG, 
England.

An approved Lloyd’s of London 
Coverholder; distributing medical 
malpractice insurance policies to 
corporate healthcare providers.

MPSCM Limited6 100% 29,050 32 London Bridge Street, SE1 9SG, 
England.

A Corporate Member of Lloyd’s of 
London; supporting the underwriting 
activities of the MPS Special Purpose 
Arrangement Lloyd’s syndicate. 

1,259,601

All of the subsidiaries listed operate in their country of registration.
1.	 Parent and Group interest in ordinary shares and voting rights
2.	 Indirectly owned by MPS
3.	 Not included in consolidation on the grounds of materiality
4.	 Acquired on incorporation of the Company on 8 November 2018
5.	 Acquired on incorporation of the Company on 2 October 2018
6.	 Acquired on incorporation of the Company on 2 October 2018
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14	 Debtors

2019 2018 2019 2018

Group Group Company Company

£’000 £’000 £’000 £’000

Receivable within one year
Corporation tax - 1,527 13,538 191

Membership debtors 22,719 16,509 22,719 16,509

Other trade debtors 7,395 1,165 6,976 646

Recoverable insurance claims 2,147 8,086 4,155 8,086

Amounts owed by subsidiary undertakings - - 71,444 136,746

Other debtors 3,781 16,906 3,609 16,897

Prepayments 6,509 7,924 6,486 7,896

42,551 52,117 128,927 186,971

Receivable after one year

Recoverable insurance claims 31,539 65,420 31,539 65,420

31,539 65,420 31,539 65,420

Total debtors 74,090 117,537 160,466 252,391

One of the loan balances within amounts owed by subsidiary undertakings is interest bearing at a rate of LIBOR +3% (2018: LIBOR 
+3%) and is subject to a fixed charge over the investments, interest, dividends and other income of the subsidiary as well as a 
floating charge over the whole of that company’s undertakings. Such arrangements are repayable on demand. 

All other amounts are non-interest bearing, unsecured and repayable on demand.

15	 Creditors: amounts falling due within one year
2019 2018 2019 2018

Group Group Company Company

£’000 £’000 £’000 £’000

Corporation tax 14,207 - - -

Other taxes and social security 3,017 3,103 2,960 3,050

Other creditors and accruals 27,067 21,224 28,891 18,787

Amounts owed to subsidiary undertakings  -   - 1,425 624

Deferred subscription income 88,580 78,375 88,580 78,75

132,871 102,702 121,856 100,836

16	 Creditors: amounts falling due after one year
2019 2018 2019 2018

Group Group Company Company

£’000 £’000 £’000 £’000

Other creditors and accruals 568 512 568 512
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17	 Provision for liabilities

Deferred 
tax

Reported 
negligence 

claims

Reported 
other 

claims 
Claims 

handling IBNR Dilapidations Total
£'000 £'000 £'000 £’000 £’000 £’000 £’000

Group

At 1 January 2019 60,749 799,897 75,393 100,613  -   -  1,036,652

Movements in the statement of 
comprehensive income:

	 - �Claims costs and associated 
legal costs

- 497,792 - (3,386) 4,533 - 498,939

	 - �Advisory costs and 
associated legal costs

- - 22,848 36,316 - 59,164

	 - Deferred taxation 3,147 - - - - 3,147

	 - �Finance cost (unwinding of 
discount)

- 27,645 4,814 - - - 32,459

	 - Dilapidations costs - - - - - 550 550

Paid - (832,485) (27,475) (57,996) - - (917,956)

At 31 December 2019 63,896 492,849 75,580 75,547  4,533 550 712,955

There are no amounts charged in the year for deferred tax relating to items of other comprehensive income (2018: £nil).

Reported 
negligence 

claims
Reported other 

claims Claims handling Dilapidations Total
£'000 £'000 £’000 £’000 £’000

Company

At 1 January 2019 799,897 75,393 100,613  -   975,903 

Movements in the statement of 
comprehensive income:

	 - �Claims costs and associated legal costs 503,964 - (3,419) - 500,545

	 - �Advisory costs and associated legal costs - 22,848 36,316 - 59,164

	 - �Finance cost (unwinding of discount) 27,645 4,814 - - 32,459

	 - Dilapidations costs - - - 550 550

Paid (838,663) (27,475) (57,996) - (924,134)

At 31 December 2019 492,843 75,580 75,514 550 644,487

The provision for reported negligence claims is the estimated discounted future settlement values for damages and legal costs 
in respect of all negligence claims notified by 31 December. Included within paid amounts for reported negligence claims is the 
payment to DHSC in respect of consideration for the ELS arrangement which transferred the economic costs of English and Welsh 
General Medical Practitioner claims for existing incidents, up to April 2019, to the respective agencies in England and Wales.

The provision for reported other claims is the estimated discounted future settlement value of legal costs relating to these 
other claims, notified by 31 December. The provision for claims handling is the estimated cost of managing all reported claims to 
conclusion. Finance costs reflect the unwinding of discount in the provision.

MPS uses its internal staff to determine accurate estimates for individual claims, based on past experience and factors relevant to 
each claim. In addition, MPS uses the experience of its internal actuarial team, to use the internal individual claim estimates, and 
membership data, to arrive at a statistical reserve for the likely cost of all reported claims.

The timing of individual claim payments is uncertain, as they are the subject of litigation.

Dilapidations provisions relate to the estimated cost for restoring leasehold property assets back to their original condition.
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18	 Deferred tax
Deferred tax provided at 17% (2018: 17%) in the financial statements is set out below:

2019 2018 2019 2018

Group Group Company Company

Timing differences on fixed asset equity investments 63,896 60,749 - -

The Group and Company have unused miscellaneous losses of £nil (2018: £0.1m). Deferred tax has not been recognised on these 
losses as it is not likely that taxable profits or gains will be made to offset these losses in the near future.

19	 Commitments

Capital commitments are disclosed in note 11. For operational commitments, the future minimum operating lease payments for 
the Group and Company under ordinarily non-cancellable commitments are as follows:

2019 2018 2019 2018

Group Group Company Company

£’000 £’000 £’000 £’000

Operating lease annual commitments

Land and buildings:

Within one year 2,712 2,543 2,662 2,523

Between one and five years 9,799 9,359 9,797 9,359

Over five years 15,117 17,357 15,117 17,357

27,628 29,259 27,576 29,239

Office equipment:

Within one year 209 212 207 212

Between one and five years 74 280 73 280

283 492 280 492

MPS has guaranteed that its subsidiaries have adequate resources to meet their liabilities as they fall due.
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20	 Financial assets and liabilities
2019 2018 2019 2018

Group Group Company Company

£’000 £’000 £’000 £’000

Financial assets measured at fair value through net contribution to funds

	 - Listed investments 1,425,283 1,953,116 - -

	 - Unlisted investments 853,108 782,928 - -

	 - Interest rate swaps 5,744 5,697 - -

	 - Forward foreign exchange contracts 4,054 1,521 - -

2,288,189 2,743,262 - -

Financial assets that are debt instruments measured at amortised cost

	 - Amounts due from subsidiary undertakings - - 71,444 136,746

	 - Cash held within fixed asset investments 175,527 190,297 - -

	 - Bank deposit accounts 172,697 104,990 30,006 49,433

	 - Cash at bank and in hand 30,006 11,235 23,362 10,674

	 - Membership debtors 22,719 16,509 22,719 16,509

	 - Trade debtors 7,335 1,165 302 646

	 - Other debtors 3,613 16,906 3,609 16,897

411,897 341,102 151,442 230,905

Financial liabilities at fair value through net contribution to funds

	 - Interest rate swaps (2,838) (1,290) - -

	 - Forward foreign exchange contracts (7,041) (3,118) - -

(9,879) (4,408) - -

Financial liabilities measured at amortised cost

- Amounts owed to subsidiary undertakings - - (1,425) (624)

- Other creditors (6,609) (7,467) (5,791) (7,401)

- Accruals (17,177) (5,881) (13,336) (3,709)

(23,786) (13,348) (20,552) (11,734)

The Group purchases forward foreign currency contracts to hedge specific currency exposure. The assets and liabilities are held 
at fair value through net contribution to funds at the balance sheet date and are determined using quoted prices. Further details 
on the valuation of derivatives are provided in note 4(i).
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21	 Financial risk management
The Group has a centralised treasury function which manages 
the investment strategy, liquidity and other financial risks 
in accordance with the Council approved Liquidity and 
Rebalancing Policy. The objective of the policy and controls 
that are established is to mitigate the risk of an adverse 
impact on the performance of the Group as a result of its 
exposure to financial risks arising from the Group’s operations. 
It is the Group’s policy not to engage in speculative trading of 
financial instruments.

The Council retains ultimate responsibility for treasury activity 
and is involved in key decision making. The Asset and Liability 
Committee is established to provide governance and oversight 
to treasury activity within delegated authority limits and 
formally reports to the Council.

Market risk 
Subscriptions collected in any one year are invested until such 
time as they may be needed to pay the costs arising from the 
year in which the subscriptions were received. The greater the 
investment return that we try to achieve from these invested 
assets, the greater the fluctuations in the value of those assets, 
and thus, the greater the risk that MPS will see a fall in the 
value of its assets. Such volatility in the value of MPS’s assets 
is, when asset values fall, damaging to the strength of the 
balance sheet, and significant volatility in investment returns 
makes it more difficult to plan for the longer-term.

MPS has historically adopted a prudent investment strategy 
that carefully identifies and sets limits on the levels of 
risk acceptable in its portfolio, thereby reducing the likely 
volatility of returns. These limits necessarily restrain the 
potential returns achievable from the portfolio but help 
safeguard against significant deterioration in the strength of 
the balance sheet. External professional advice is regularly 
sought, and investment performance is subject to detailed 
review in conjunction with advisers. Wherever practical, 
risks arising from currency fluctuation and investment 
liquidity are minimised.

The risk of asset value volatility is addressed in a number of ways. 
Firstly, a significant portion of assets is held in bonds and short-
term money market funds, which generally have a lower level 
of volatility. Secondly, those assets held primarily to achieve an 
investment return are invested in a diverse portfolio. The equity 
element of these assets is held in a number of different portfolios, 
each investing in different geographic areas; and the equities are 
augmented by other return-seeking assets which help to reduce 
volatility further, because returns from these assets are less than 
perfectly correlated with the returns from equities.

Interest rate/inflation risk 
MPS currently holds a significant, though reducing, portion of 
its invested assets in bonds. An increase in interest rates will 
cause a fall in the price (value) of bonds, as bond prices move 
inversely to changes in interest rates.

Interest rate exposure for bond assets has historically been 
mitigated firstly by having a broad range of bond holdings, with 
different sensitivities to interest rate movements, and secondly 
by holding a predominance of index-linked bonds, where 

increasing inflation is allowed for in the rebasing of the capital 
value and coupon amount. Further mitigation is provided by the 
ability to reduce the tax charge as a result of indexation. 

The impact on MPS’s liabilities is more complicated. The main 
influences on the cost of large claims, particularly in the UK, are 
those elements that reflect compensation for future costs or 
losses; these are mainly loss of earnings and the cost of future 
care. An estimate of the lump sum required to provide for these 
future costs is determined by reference to the personal injury 
discount rate. The discount rate might be expected to change 
with changing interest rate expectations, but, as noted in the 
Reserving risk section on page 63, in the UK it is in fact fixed, by 
the Lord Chancellor.

MPS’s response to the risk inherent in our liabilities is firstly to 
ensure that we have an appropriate investment make-up to 
closely match the liabilities and secondly to ensure that we 
have sufficient assets to allow a margin in case of unexpected 
changes in interest and inflation rates. As the proportion of 
bonds in the portfolio is reduced under the revised strategy, 
so too are exposures to interest rate and inflation movements, 
which could increase the risk that the asset portfolio does 
not adequately match the associated risks arising from our 
liabilities. A derivative swap programme has been introduced 
to ensure that the overall portfolio maintains an appropriate 
level of interest rate and inflation expectation exposure 
matching for the associated liability risks.

Credit risks 
This is the risk that a third-party, who owes money to MPS, 
will fail to pay. MPS has little risk from a failure by members 
to pay subscriptions, because if payments are not made, the 
non-paying members will not be entitled to the benefits of 
membership (such as advice or assistance with claims). MPS’s 
main credit risk arises from a failure of our insurers, a failure 
of a bank with which we hold deposits, or a failure of some of 
the counterparties involved in certain investments, including 
defaults within the direct lending portfolio and derivative 
financial instruments that form part of the investment portfolio.

MPS has a stated policy on the acceptable risk profile for its 
insurers. This policy states the requirement to spread the 
risk across a number of insurers and dictates the acceptable 
financial security rating for insurers. Bank credit ratings are 
reviewed before deposits are made with specific institutions, 
and deposits are spread across a number of counterparties to 
mitigate against bank failure. MPS does not review the credit risk 
of counterparties in derivative financial instruments, but instead 
agrees parameters with its investment managers as to what 
security rating is acceptable for such counterparties. However, 
MPS does receive collateral on revalued derivative positions, 
when appropriate. For the direct lending fund, the main mitigant 
against default risk is that the fund aims to be, and is, heavily 
weighted to senior secured debt, and as such direct lending 
benefits from better recovery rates than bond investors.

During the current year, MPS has maintained its position in 
credit funds in order to achieve modest increases to contractual 
returns and reduce market risk. 
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21	 Financial risk management (continued)
These portfolios are held with experienced credit fund 
managers. Credit risk is managed by careful portfolio selection 
and diversification across managers. 

Foreign currency risk 
MPS holds assets to meet the costs of reported claims and 
potential future requests for assistance. Given that MPS 
supports members in several different countries, these costs 
may fall due in a number of different currencies. If the assets 
are not held in the same currency as the costs, then there is 
a risk that movement in exchange rates will alter the relative 
value of the assets to the costs.

MPS’s strategy is to minimise currency mismatches between 
assets and potential future costs. This is achieved by either 
holding assets in the same currency, and to the same value, as 
the expected costs, or through a currency hedging programme 
designed to protect against currency mismatches.

Liquidity risk 
This is the risk that MPS may have insufficient liquid assets 
available to meet payments when they fall due. This could either 
result in an inability to meet a required payment or the need to 
realise an illiquid investment before maturity, which could be costly.

In managing liquidity risk, MPS needs to balance the ability to 
gain an investment return on assets and the ability to have 
sufficient funds to pay liabilities as they fall due. MPS operates 
a sophisticated system through major clearing banks to ensure 
that an appropriate level of funds is available on a daily basis 
when required, but that these are invested in pooled money 
market and liquidity funds at other times. In addition, these cash 
funds are supplemented by substantial holdings in liquid assets.

Reserving risk  
MPS provides indemnity to members for the costs and 
damages associated with clinical negligence claims and the 
costs associated with other claims. At any time there are, as 
a result of past adverse incidents, claims that have already 
been reported and claims that have not yet been reported 
(unreported potential claims). Subject to discretion, MPS will be 
responsible for all of these claims.

For us to be responsible for paying these claims, we need to be 
able to assess their value and ensure that MPS has sufficient 
assets (reserves) to meet the expected total costs. The value 
of these claims is estimated by MPS and the reserving risk is 
that the eventual payments required to meet the claims may 
exceed the sums estimated.

The uncertainty around estimating the value of all claims is 
greater for unreported potential claims than for those that 
have been reported. For unreported potential claims, the 
uncertainties include the number and severity of claims arising, 
how long it is likely to take from the date of an adverse incident 
to the reporting of a claim, and how many of these may 
become large claims. The uncertainties for the reported claims 
are a little narrower, but still considerable.

In addition to the variation inherent in the claims, there are also 
external factors – mainly changes in legislation – which can 

have a profound impact on claim estimates. MPS has seen a 
number of changes in legislation in the UK in the past, nearly 
all of which resulted in an increase in the cost of claims. This 
includes the introduction of periodical payment orders and the 
reduction in the UK personal injury discount rate. This is the 
interest rate used to ‘translate’ future cash flows, to be paid 
under the settlement agreement, into a lump sum value in 
current money terms: the lower the discount rate, the higher 
the value of the lump sum.

The likelihood that our estimates for reported claims and 
unreported potential claims vary from the eventual payments 
required diminishes with the increasing size of the portfolio of 
risk. The geographical diversity of the portfolio also helps to 
reduce the overall variation between our estimates and the 
eventual payments required. A larger, more diversified portfolio 
of risk is less likely to be affected overall by a change that 
affects a subset of that portfolio.

MPS maintains a large, geographically diverse portfolio of 
risk and this is a key step in helping to reduce the variation of 
outcome around the expected mean.

A further step relates to ensuring the accuracy of the expected 
outcome in the first place and this relies heavily on the accuracy of 
data used and the quality of analysis in determining the expected 
outcome. At MPS, we use the skill of our internal staff to determine 
accurate estimates for individual claims and ensure that levels of 
skill are maintained by supporting ongoing training initiatives.

We also have many checks and balances in our internal systems 
to allow regular review and monitoring of these estimates to help 
ensure a high degree of accuracy and consistency. MPS’s internal 
actuarial team use the internal individual claim estimates and 
relevant membership data to advise on an appropriate statistical 
reserve for the likely cost of all reported claims, and estimates of 
the potential future costs of unreported requests for assistance 
(see note 22 to the financial statements).

Underwriting risk  
MPS charges a subscription based, in part, on the expected 
volume and value of claims and cases that may arise against 
those members paying the subscription. There is a risk that 
the volume or value of claims and cases brought against those 
members will exceed the expectations contained within the 
subscriptions, with the result that MPS will not have collected 
sufficient subscription income.

Again, the skill of staff and advisers is important, as is the 
quality of internal systems. In addition, MPS carefully reviews 
all applications for membership and makes an assessment on 
those risks that it is willing to accept. MPS also runs an internal 
programme to identify individual members who appear to 
represent a higher than normal risk and tries to work with them 
to reduce their risk. In a limited number of cases, members 
are not accepted into, or do not continue in membership, as 
we consider their risks to be too high. We continue to invest 
in improving and developing the systems, resources and 
processes involved in the management of member risk, and we 
purchase insurance to reduce the impact of the highest value 
claims made against our members.
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22	 Funds available for members
MPS seeks to hold a long-term surplus which is available to 
support requests for assistance which are likely to arise in the 
future from both current and past members. The principal 
reason that this surplus is held is to meet the cost of potential 
claims against members for incidents that have already 
occurred, but which have not been notified to MPS prior to the 
year end. The cost of these potential claims is not recognised as 
a liability until MPS exercises its discretion to assist. However, 
the Council needs to take these potential future costs into 
careful consideration when managing the financial position of 
the Company.

MPS estimates the expected cost of future requests for 
assistance arising from incidents already incurred by reference 
to past experience and projected trends of the potential 
number and magnitude of these requests. As discretionary 
indemnity is provided on an occurrence year basis and the 
period for actual claims to be made can be many years, the 
estimated projections require financial modelling over long 
emergence periods. 

The Council engages its internal actuaries to help model and 
determine likely levels of future claims in accordance with 
relevant actuarial guidance. The work performed is peer-
reviewed by an external actuarial consultancy for material 
segments of business including all UK business. The level of 
future claims is, however, an estimate, and given the long-term 
nature of these potential requests, the actual costs of assisting 
with those matters, where assistance is granted, could vary 
considerably. MPS retains the absolute right not to assist but 
seeks to act in the interests of members as a whole when 
deciding to accept liability for claims emerging, and for the 
purposes of this disclosure has modelled the acceptance of 
requests at levels projected in line with prior years. 

As at 31 December 2019, the Council’s estimate of this 
potential future cost, if it agrees to assist, was £1,259m (2018: 
£1,739m). This estimate includes the full impact attributable 
to the change in the Personal Injury Discount Rates for England 
and Wales which was implemented in August 2019. Our 
disclosure as at 31 December 2019 is based on -0.25% PIDR 
for England and Wales (2018: -0.75%). The PIDR for Northern 
Ireland is currently subject to statutory consultation and 
expected to decrease from 2.5% to -1.75%. This has not been 
factored into the estimate of potential future costs detailed 
above as the change has not yet been enacted. 

These potential costs do not constitute a liability, contingent 
or otherwise, and are therefore not recognised in the balance 
sheet, because recognition of the liability is subject to MPS 
exercising its discretion to assist, or not, (see accounting policy 
note 4(k) for further details). These potential requests may, 
to the extent to which the Council exercises that discretion 
to indemnify, become an MPS liability over time, under the 
occurrence basis of indemnity which MPS provides to members. 

23	 Obligations of Members
MPS has the right to call each year for additional funds from its 
members up to an amount equal to the annual subscription.

24	 Guarantee
MPS is limited by guarantee not exceeding £1 per member.

25	 Related party transactions
The parent company has taken advantage of the exemption 
in s33.1A of FRS 102 from disclosing transactions with wholly 
owned subsidiaries of The Medical Protection Society Limited.

As noted in the Report of the Council on page 27, ten (2018: 
ten) Non-Executive members of the Council have personal 
membership of MPS, which is purchased on a basis consistent 
with that of other members.

MPS considers the Council and the Executive Committee 
together to be its Key Management Personnel. The Executive 
Committee includes the Executive members of Council (as 
detailed on page 26), plus other Executive Directors of MPS 
that are not members of Council. This combined Group has 
aggregate remuneration of £3.5m (2018: £3.3m).

26	 Events after the end of the reporting period
In line with FRS 102 section 32 ‘Events after the End of the 
Reporting Period’, the Group discloses events that it considers 
material and where the non-disclosure of which could influence 
the decisions of users of the financial statements.

On 30 January 2020, the International Health Regulations 
Emergency Committee of the World Health Organisation 
declared the COVID-19 pandemic a “Public Health Emergency 
of International Concern”. Nonetheless investment markets 
did not react until over a month later, when they dramatically 
declined by over 30% in fear of a global economic downturn, 
the consequences of governmental steps worldwide to limit 
human contact and non-essential economic activity. Whilst 
the measures applied were intended to be short-term, the 
scale and length of the economic shock is uncertain.

The Council has considered the impact to date and, although 
the impact on the asset valuations has been estimated (see 
below), the Group cannot fully quantify the long-term financial 
impact of the COVID-19 pandemic on income, expenditure, 
assets or liabilities at this current time.

The Council have also considered the significant risks and 
uncertainties looking forward. These have been covered  
briefly below: 

Investment market risks 
As set out in note 12, MPS has a diverse investment portfolio 
which seeks a modest return over inflation, which is held for 
the long-term. The Asset and Liability Committee, as delegated 
authority of the Council, have reviewed the portfolio since 31 
December 2019 and do not consider any material adjustment 
is needed to the investment strategy and therefore the 
portfolio has been largely maintained, although we continue to 
monitor the situation closely.

The underlying risks and uncertainties that are impacted are:
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26	 Events after the end of the reporting period (continued) 

Investment class % of total Investment markets impact of COVID-19 pandemic, and MPS’s response

Equities 18 Listed Global equity markets fell by 30% from the middle of February to early March 2020. Equity 
performance improved marginally in April 2020 and further in May 2020, however, MPS have 
yet to see the full impact of the COVID-19 pandemic across the portfolio.

Government and 
other bonds

21 Listed UK gilt yields tightened as the markets fled to safety. 

However South African bonds, which comprise about 10% of total fund, have seen yields widen 
significantly following rating downgrades by c.£17m, compounded by the adverse foreign 
exchange movement of the South African Rand of c.25% since the year end (c.£540m). 

MPS holds South African assets in part to match members’ claims in South Africa and continues 
to monitor the most appropriate investment strategy to match assets to liability development. 

Infrastructure 7 Unlisted These are long-term investments, typically 10-year funds in large infrastructure build and 
development stages. Build and development may be prolonged before returns are realised. The 
impact of the crisis on the financial and operational performance on the companies within the 
infrastructure portfolio will vary from asset to asset. However, the portfolio has been built with 
resilience and has a defensive long-term profile.

Multi asset credit 
(listed) 
Real estate debt 
(unlisted) 
Direct lending 
(unlisted)

43  
(26% 
listed, 
17% 
unlisted)

Mixture 
of listed 
and 
unlisted

These comprise funds which make direct lending to underlying businesses. Listed funds fell 
significantly by the end of March 2020. Unlisted funds are loans to diverse sectors in high quality 
businesses, but the level of default could rise beyond levels originally anticipated because of the 
economic shutdown. Government measures are designed to assist short-term financial distress 
to good businesses, and our investments should be regarded as such. MPS continues to work 
with the fund managers who actively manage the portfolio to minimise credit losses.

Inflation 
opportunities

11 Unlisted The inflation opportunity funds invest in a variety of Sterling denominated assets that provide 
a linkage to UK inflation. Latest forecasts depict inflation dropping to 1.4% during 2020 (2019: 
1.8%) and then climbing to 2.0% during 2021. The funds are designed to part hedge our 
inflation exposures on the liability side and may not track claims inflation.

Other: derivatives 
and cash

- MPS mitigates against interest rate exposures through derivative contracts to hedge against 
interest rate risk. The volatile and uncertain economic issues during the crisis may increase 
the cost of such hedging strategies or reduce their effectiveness. Governmental and central 
bank support for economies in the health crisis could lead to higher inflation in the longer term, 
however the portfolio is designed to meet inflationary risks.

Cash is held in diverse currencies to match the different geographies where MPS has member 
claims (principally the UK, Ireland and South Africa), supplemented by currency hedging to mitigate 
the risks of foreign exchange exposures. Foreign exchange differences could be more volatile, but 
MPS seeks to hedge out such exposures by actively matching against liability expectations.

Total investments 100

Liquidity risks 
MPS has no external borrowings and is able to meet the 
expected value of claims through its substantial liquid portfolio. 
As at 31 December 2019, MPS held £202m in cash and cash 
like funds at the year end and a further £176m is regarded as 
available for short-term needs. At that same date, MPS has 
access to £899m high-quality, liquid assets in the form of 
equities and government bonds. It is expected that current 
year claims costs can continue to be paid from working capital, 
whilst maintaining long term funding levels appropriate for our 
occurrence based discretionary indemnity model. 

Impact on members and subscription income 
A further consequence of the spread of COVID-19 has been 
the impact on members’ income around the world. COVID-19 is 
changing the shape of clinical practice. In all countries in which 
MPS operates there is virtually no dentistry other than emergency 
treatment, and very little private medical work, yet primary 
care and public hospitals are at the forefront of patient care. The 
consequence of this is that many members have seen a significant 
decline in both their clinical work and in their earnings. In response 
to the crisis, many members will receive an initial two-month 
subscription holiday (announced in March 2020 for the first group 
of members), to assist those most financially affected by the crisis.

The Council considers that it is in the best interests of all 
members to allow a short-term subscription holiday, and 
that the loss of such income does not impact on the Group’s 
ability to continue to meet expenses and claims costs for the 
foreseeable future, or on our viability in the longer-term when 
subscriptions can be normalised in line with clinical activity. 

Operational resilience 
MPS is confident that the plans to maintain service to its 
members are robust in the current climate. In response to the 
UK Government’s lockdown orders, MPS invoked its business 
continuity plan, which had to be adapted as it was assumed 
that our main Leeds and London offices would provide mutual 
cover in the event of one being out of action. MPS enabled 
all of its colleagues to be able to work from home and has 
successfully managed to ensure key activities are not unduly 
compromised. Operations continue to be adapted to adjust to a 
more prolonged lock-down, whilst planning for potential future 
changes in business practices that may be required where 
social distancing may become entrenched. To date MPS has not 
needed to call upon any UK Government assistance schemes, 
but management continue to assess the business activities 
which are needed to continue to serve members’ needs.
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