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26. RETIREMENT  BENEFIT OBLIGATIONS (CONT’D)

(ix) Sensitivity analysis on defined benefit obligations at end of the reporting date:

Increase Decrease

MUR’000 MUR’000

Discount rate (1% increase)  -  145,245 

Future long term salary assumption (1% increase)  43,998  - 

The sensitivity above have been determined based on a method that extrapolates the impact on net defined 
benefit obligation as a result of reasonable changes in key assumptions occurring at the end of the reporting 
period. The present value of the defined benefit obligation has been calculated using the projected unit credit 
method.

The sensitivity analysis may not be representative of the actual change in the defined benefit obligation as it 
is unlikely that the change in assumptions would occur in isolation of one another as some of the assumptions 
may be correlated.

(x) The defined benefit pension plan exposes the group to actuarial risks, such as longevity risk, salary risk, interest 
rate risk and market (investment) risk.

Longevity risk

The obligation for the members is calculated based on the best estimate of plan participants’ mortality after 
retirement. Sensitivity has also been performed in respect of the mortality assumption. An increase in the life 
expectancy of the plan participants will increase the liability.

Salary risk

The present value of the liability is calculated based on the future salary increase of the non-members and 
members of the plan. Sensitivity analysis of salary increase assumption has been performed to assess its 
impact on the liability. An increase in salary increase assumption leads to an increase the present value of the 
obligations.

Interest rate risk

The present value of the obligation is calculated using a discount rate based on the yields of long term 
government bonds. An increase or decrease in the discount rate can have a significant impact on the liabilities.

Market (investment) risk

Market risk is the risk that the value of an investment will decrease due to moves in market factors. The fair 
value of the plan assets depends on all the components of the investment value. Hence, an increase or decrease 
in the components of investment value may have a significant impact on the fair value of the plan assets.

(xi) The funding requirements are based on the pension fund’s actuarial measurement framework set out in the 
funding policies of the plan. 


