
 
 

 

 
 
 
 
1 March 2011 
 
 
 
 
Freedom of Information Act 2000 – RFI20110122 
 
Thank you for your request under the Freedom of Information Act (‘the Act’) of 28 January 2011, 
seeking the paper on Reforming Pension Provision that was tabled at the December executive 
board meeting. 
 
Please find attached as disclosure documents 1 and 2 the information you requested. 
   
Appeal Rights 
 
If you are not satisfied that we have complied with the Act in responding to your request, you 
have the right to an internal review by a BBC senior manager or legal adviser. Please contact us at 
the address above, explaining what you would like us to review and including your reference 
number. If you are not satisfied with the internal review, you can appeal to the Information 
Commissioner. The contact details are: Information Commissioner's Office, Wycliffe House, 
Water Lane, Wilmslow, Cheshire, SK9 5AF, telephone 01625 545 700 or see 
http://www.ico.gov.uk/  
 
Yours sincerely, 
 
 
 
Katie Paxie 
Advisor, BBC Information Policy and Compliance  
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 Executive Board                                                                 EB(10) 191 

 

Title: Reforming pension provision 

Action: FOR APPROVAL 

Meeting: 6 December 2010 

Purpose: 

This paper follows on from the paper taken to the Executive Board in October (EB(10)177) 
regarding the BBC’s future pension provision and sets the final recommendations for agreement 
following consultation with employees and trade unions which ended on 15 November 2010.  
Subject to Executive Board approval, the recommendations are for noting by the BBC Trust. 

An appendix, consisting of the 2010 Pension Consultation Report, member feedback and the draft 
post-consultation communications timetable is available on request from the Executive Unit 

Recommendation: 

The Executive Board is asked to: 
 

• Note the consultation feedback which has been considered by the BBC following the end 
of the period allowed for consultation. 

• Note the BBC’s response to the issues raised during consultation. 
• Agree the recommendations described in section 3, which are in line with the mandate 

previously agreed by the Executive Board in October, which can be summarised as follows: 
 

o introduce an annual 1% limit on increases to pay for  pensionable purposes within the 
existing defined benefit sections (including CAB 2006); 

o introduce an alternative lower cost and lower risk defined benefit career average 
benefits arrangement (CAB 2011) for existing pension scheme members from 1 April 
2011 and to ask the Scheme Trustees that this be administered as part of the existing 
Scheme The main design features of CAB 2011, including the approach to discretionary 
revaluation are outlined in section 3; 

o In the event that results of the 2010 valuation, before pension reform, are not known 
until after April 2011, implementation of the earliest opportunity to join CAB 2011 will 
be deferred until 1 July 2011; 

o take steps to limit annual increases to the Scheme earnings cap to 1% (currently 
£123,600 p.a.); 

o allow all current Scheme members the opportunity (at any time) of opting out of the 
Scheme and electing to join the new DC Plan. 

 
 Name Title 

Author(s): Jan Killick 

James Hacker 

Head of Pensions 

Senior Pension Manager 

Sponsor(s): Lucy Adams 

Zarin Patel 

Director, Business Operations 

Chief Financial Officer 
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approval path: 
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2010 

BBC Trust for noting 

 

APPROVAL PATH TO DATE 

 

Board or Cttee  Date Summary of feedback on paper and resulting amendments 

  n/a 
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Reforming pension provision 

1.  Introduction 

Since the end of June 2010 the BBC has been consulting with employees and trade unions about 
proposed changes to the BBC Pension Scheme (the Scheme).  The initial proposals announced 
were: 

• to keep the Scheme open to existing members; 

• the introduction of an annual 1% limit on increases to pay for pensionable purposes from 1 
April 2011; 

• from 1 December 2010 the Scheme will be closed to new members.  From this date 
employees will be able to join a new defined contribution (DC) plan; 

• all existing Scheme members will have a choice, they can remain in the Scheme or join the 
new defined contribution plan for future benefits. 

In response to feedback from employees and trade unions during the first two months of 
consultation, in September the BBC announced a third option for existing members to join a new 
career average benefits arrangement (known as CAB 2011).  Consultation with existing Scheme 
members ended on 15 November 2010.     

Consultation on closing the Scheme to new joiners and providing a DC plan for new joiners ended 
on 30 September 2010 and in October the Executive agreed the introduction of the new DC plan 
from 1 December 2010 administered by Friends Provident (EB(10)177).  This decision has already 
been communicated to employees.   

2.  Consultation with employees and trade unions 

Consultation with employees 

During consultation the BBC has received around 2,300 emails from staff who have given feedback 
or commented on the proposed pension changes.  Many emails contained more than one comment.  
Around 7,800 staff have attended over 240 seminars which have taken place across BBC sites 
hosted by the senior management team, there have been a number of ring main sessions and over 
900 calls to the pension service about the proposed changes.  The level and scope of consultation 
with employees has been far in excess of the minimum required under regulations.   

The three main themes emerging from feedback are listed below with example comments: 

Scheme funding – c800 comments 

“The BBC should wait until the results of the valuation before making any changes” 

“You should use TV Centre or BBC Worldwide to fund the deficit”  

“Why doesn’t the BBC just pay more into the Scheme” 

Concerns over initial proposed changes c800 comments 

“I’d prefer my benefits linked to inflation” 

“It is unfair that any future increase in my salary, particularly those due to a promotion, will not be fully 
reflected in my future pension benefits”  
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Comments on alternative options c300 comments 
 
“It would be more appropriate to reduce costs by raising the Normal Pension Age” 
 
“I would prefer to pay more to retain my existing benefits” 
 
“Why not limit the amount of pension that members can build up” 
 
Comments relating to the design of CAB 2011 – c180 comments 

“It seems completely unfair that there is no facility to build up additional benefits such as Added Years 
within CAB 2011” 

“If increases in inflation exceed 2.5% in the future, the cap on the increases granted to my CAB 2001 
benefits prior to my retirement will mean that my pension will not retain its real value” 

During consultation there were also some other additional themes e.g.: 

• complaints that BBC employees have salary benchmarked against the public sector, but 
pension benchmarked against private sector (as a result they get the worst of both worlds); 

• a sense of betrayal and feeling that it was not proper consultation as a decision to 
implement the changes had already been made.  To some extent, as the process continued, 
this approach softened with many attendees attending later seminars commenting that they 
were broadly satisfied with the final proposal relating to CAB 2011 (backed up by the 
acceptance by 4 of the 5 unions); 

• concerns over executive and senior manager pay, pension provision and pension cash 
supplements.  

A summary of feedback from members is included in appendix 1. 

Consultation with unions 

The trade unions have balloted their members on the BBC’s pension and pay proposals and have 
taken industrial action during the consultation period.  During consultation the BBC has responded 
to concerns expressed by the trade unions which have helped shape the BBC’s final proposals.  
These changes are at the limit of what the BBC can afford without impacting jobs and services.   

BECTU, Unite, Equity and the Musicians’ Union have accepted the BBC’s final offer.  The NUJ has 
rejected the offer.  Discussions continue with the trade unions on clarifying some of the finer detail 
of the changes, with non-binding talks at ACAS on 30 November.  The particular area of concern is 
the annual revaluation of active and deferred members’ benefits.  To give reassurance about this the 
BBC has proposed: 

“The scheme year runs from 1 April until 31st March. For each scheme year, (or part year), that you 
are an active CAB 2011 member, you build up  a block of pension equal to 1.67% of your 
pensionable salary, payable at normal pension age. At the end of the following scheme year each 
block of pension will increase in line with the lower of CPI or 4%. The only circumstances where this 
would not apply would be where the scheme's funding position or the BBC's licence fee 
settlement deteriorate significantly. In these circumstances, the BBC and the trustees may agree a 
lower increase than that outlined above. In the event that agreement cannot be reached 
jointly between the BBC and the Trustees, the scheme actuary will decide.” 
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3.  Response to feedback 

Since the announcement of the proposed changes in June the BBC has responded and attempted to 
address a number of concerns raised by employees and unions.  The proposal to introduce CAB 
2011 addressed concerns about moving to a defined contribution plan and providing inflation 
“protection” on benefits already built up.  The features of CAB 2011 were improved further and 
the window to join extended in response to feedback from unions and employees within the 
mandate previously agreed by the Executive Board. 

Given the feedback received during consultation the recommended final changes are: 

• for current Scheme members an annual 1% limit on increases to pay for  pensionable 
purposes within the existing defined benefits sections will be introduced from 1 April 2011; 

• all current Scheme members will have the choice of opting out of their current benefit 
section from 1 April 2011 to 31 December 2011 and joining CAB 2011.  The last 
opportunity to join CAB 2011 will be 1 January 2012; 

• in the event that results of the 2010 valuation, before pension reform, are not known until 
after April 2011, implementation of the limit and earliest opportunity to join CAB 2011 will 
be deferred until 1 July 2011; 

• the final main design features of CAB 2011 will be as follows: 

- defined benefit arrangement; 
-     the 1% limit on increases to pay for pensionable purposes does not apply; 
-     benefits would build up at a rate of 1.67% (or 1/60th) of pensionable salary each year.  

Discretionary increases to blocks of pension built up would be at the discretion of the 
BBC and Trustees but targeted at the lower of Consumer Price Inflation and 4% each 
year; 

- after retirement, pensions would increase by the lower of Consumer Price Inflation and 
4% each year; 

- joint discretion between the Scheme Trustees and BBC to award higher increases 
before or after retirement in years of high inflation, subject to affordability, and the 
Scheme’s investments performing in line with expectations; 

- an additional contribution facility.  The BBC will match additional contribution by 
members up to 3% of the first £10,000 of pensionable salary (i.e. up to £300) each year.  
Contributions payable to the DC Plan. 

 
• previously, the BBC suggested that increases before retirement for existing CAB members 

should be limited to 1% p.a. whilst the Scheme remained in deficit.  To date the BBC has 
agreed to grant inflationary increases.  Now that CAB 2011 has been introduced, limiting 
revaluation in such a way would be inconsistent and might heighten members’ mistrust 
around the BBC’s future intentions of awarding discretionary increases.  The 
recommendation is therefore for the BBC and Scheme Trustees to continue to jointly 
consider revaluing CAB benefits built up to date in line with a target of the lower of 
Consumer Price Inflation and 4% each year  

   
• the BBC will ask the Scheme Trustees to amend the current rules to limit future annual 

increases in the earning cap (currently £123,600) under current benefit categories to 
increase by no more than 1% p.a.  In the event that the Scheme Trustees do not agree, 
future salary increases will be conditional on an individual agreeing to limit increases to 1%.  
Without agreement, the earnings cap would increase in line with the rise in the RPI; 
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• all current Scheme members will have the opportunity (at any time) of opting out of the 
Scheme and electing to join the new DC Plan; 

 
• the BBC also announced that cash supplements for executives and some other senior 

managers would cease. 
 

4.  Financial and risk impact of final changes 

The BBC currently spends c£140m p.a. on pensions.  If no changes were made the cost would go 
up to c£350m p.a. over the next 10 years or so, whilst the BBC pay off the deficit.  With pension 
reform and after allowing for the improvements tabled during consultation pension costs are likely 
to be in the region of £240m p.a. to £255m p.a. and therefore delivering savings against expected 
increases of £95m p.a. to £110mp.a.,.   

The analysis carried out to date and summarised in previous Executive Board papers has been 
performed using data and conditions at 30 September 2009.  Based upon conditions at 1 April 
2010, the savings following pensions reform are still anticipated to be broadly similar, around £90m 
p.a. to £100m p.a. and within the mandate previously agreed. 

Once the deficit is paid off, long term pension costs are anticipated to reduce.  Also as existing 
members opt out of their current section of the Scheme and move to CAB 2011 or the DC Plan 
and existing members leave and are replaced by new employees joining the DC Plan, the BBC 
reduces its exposure to some of the risks inherent in defined benefit pension arrangements. 

5.  Communication and next steps 

Approach to the Scheme Trustees 

Over the coming months the BBC will work closely with the Scheme Trustees to introduce CAB 
2011 as a new benefit category.  This will include agreeing the detailed provisions and rules, 
discretions and balance of powers, communications and the impact of the changes to the Scheme’s 
funding position.   

Introduction of the 1% limit 

Policies and employee information will be reviewed and amended to reflect the introduction of the 
1% limit on future increases in salary for pension purposes.  This will include letters and 
communications for the pay award process. 

Communication with staff 

Over the next 12 months a comprehensive communication plan will be put in place to support 
employees through the changes and help with decisions.  This will include an enhanced pension 
modeller, further round of pension seminars and one to one non advisory sessions with a pension 
consultant which will include the implications for individuals likely to be affected by the 
Government’s decision to reduce the annual allowance for tax relief pension saving from £255,000 
to £50,000 from April 2011. 

A draft communication timeline is included in appendix 2.  

6.  Conclusion 

The Executive Board is asked to: 

Agree the recommendations described in section 3, which can be summarised as follows: 
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• introduce an annual limit on future pay increases for pensionable purposes within the 
existing defined benefit sections from 1 April 2011.  In the event that results of the 2010 
valuation, before pension reform, are not known until after April 2011, implementation of 
the limit will be deferred until 1 July 2011; 

• introduce an alternative lower cost and risk defined benefit career average benefits 
arrangement (CAB 2011) for existing pension scheme members from 1 April 2011 and to 
ask the Scheme Trustees that this be administered as part of the existing Scheme.  In the 
event that results of the 2010 valuation, before pension reform, are not known until after 
April 2011, the earliest opportunity to join CAB 2011 will be deferred until 1 July 2011.  
The main design features of CAB 2010, including the approach to discretionary revaluation 
are outlined in section 3; 

• take steps to limit increases to the Scheme earnings cap (currently £123,600 p.a.).  The 
BBC will ask the Scheme Trustees amend the current rules to limit future increases in the 
earning cap, under current benefit categories, to increase by no more than 1% p.a.; 

• allow all current Scheme members the opportunity (at any time) of opting out of the 
Scheme and electing to join the new DC Plan. 
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Addendum to Executive Board Paper - Update on Pension Reform 
 
Update on industrial relations 
 
Following discussion at ACAS on Tuesday agreement was reached with the joint 
unions.  Under their constitution the NUJ require confirmation at a meeting of their 
representatives scheduled for Friday.  In addition, the Pension Scheme Trustees 
need to agree to administer CAB2011 as part of the Scheme.   
 
The key points were: 
 

Discretionary revaluation - Clarification was given on when the BBC will 
seek agreement from the Scheme Trustees not to award the annual increase 
in pension built up in line with the target of the lower of CPI and 4%.  The 
BBC has committed to provide the target level of increases for a period of four 
years.  The BBC has protection against adverse scenarios affecting this 
commitment, namely if the BBC’s income decreases by 12.5% or after two 
years of deflation.    
 
Concerns over level of deficit – To address the suspicion that the BBC has 
exaggerated the scale of the pension problem, the BBC has committed to 

1) delay the planned implementation date for the pension reforms from 1 
April 2011 to 1 July 2011 if the valuation results (before the reform) 
are not known before 1 April 2011. 

2) Meet with the unions if the deficit (before reform) is less than £1.5bn. 
 

Financial impact of ACAS agreement 
 
The points that were addressed at ACAS do not have any direct impact on the costs 
to the BBC.  It does not change the funding position, the deficit repayments nor the 
cost of pension in the future.  Discretionary revaluation is a design feature within 
CAB2011 aimed at risk reduction and ‘future proofing’, so allowing some flexibility to 
address unforeseen extreme scenarios in the future.  
 
Overall financial and risk impact of final proposed changes 
 
The BBC currently spends c£140m p.a. on pensions.  If no changes were made the 
cost would go up to c£350m p.a. over the next 10 years or so, whilst we pay off the 
deficit.  With pension reform and the concessions outlined the costs are likely to be in 
the region of £240m -£255m p.a.  Once the deficit has been paid off, the long term 
costs will reduce, albeit that the BBC will still carry the investment and longevity risks 
for significantly more staff than originally envisaged.    
 
The mandate for negotiations over concessions with the unions agreed in the first 
instance was £10m to £15m p.a.  Following the introduction of CAB2011 in its final 
form it is likely that the total cost of concessions will be closer to £20m p.a. 
 
However, it should be noted that the impact of the final proposed changes is that 
more members will opt out of their existing section of the Scheme to take up 
CAB2011.  The cost concession cannot be taken in isolation.  As members opt out of 
their current section of the Scheme (predominately final salary with normal pension 
age of 60) and move to CAB2011 (lower cost and risk average salary arrangement 
with normal pension age of 65) the BBC reduces over time its exposure to the risks 
of people living longer and the risks inherent in a generous final salary pension 
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arrangement. Over time this reduces the long term cost and risks to the BBC more 
than the cost of the improved concessions.  We estimate that an additional 10% of 
Scheme members could move to CAB 2011 as a result of improving the terms of 
proposed new scheme, and based on a lower BBC contribution rate of 12% to the 
new scheme, this would yield savings of broadly £5m pa.  Therefore the net costs of 
the concessions are within the mandate.  
 
 




