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To the Trustees: 

BBC Pension Scheme  
Actuarial report on developments in the funding position to 1 April 2011 

Purpose 

Following completion of the actuarial valuation as at 1 April 2010, the Trustees are required (under 
Section 224 of the Pensions Act 2004) to obtain either: 

 a full actuarial valuation each year; or 

 an annual “actuarial report” covering factors affecting the funding position, with a full actuarial 
valuation every three years. 

The purpose of this report is to provide, as commissioned by the Trustees, an approximate update of the 
funding position of the BBC Pension Scheme (the Scheme) as at 1 April 2011.  It represents the annual 
“actuarial report” that is required if a full actuarial valuation is not conducted.  This report has been 
prepared for the Trustees, but should be made available by the Trustees to the BBC within seven days of 
its receipt.  It should be considered in conjunction with the report dated 31 March 2011 on the last full 
actuarial valuation (which had an effective date of 1 April 2010) and the Scheme’s current Statement of 
Funding Principles, as adopted by the Trustees on 23 March 2011 (“the SFP”). 

The actuarial report required by legislation falls within the scope of four Technical Actuarial Standards 
(TASs) published by the Board for Actuarial Standards, TAS R: Reporting Actuarial Information, 
TAS D: Data, TAS M: Modelling and the Pensions TAS.  I confirm that this report complies with these 
TASs.  However, this reflects the fact that the report required by the legislation has a very limited purpose 
and is not in itself intended to lead to further decisions by the Trustees (who, in the context of the TASs, 
should be considered to be the sole users of this report). 

Approach taken 

In carrying out this review, I have not carried out full liability calculations.  Instead, I have estimated how 
the funding position has moved over the year to 1 April 2011.  This has involved investigating such factors 
as: 

 Movements in the Scheme’s assets, as a result of contribution and benefit payments over the year 
and the investment returns achieved. 

 Changes in investment conditions, affecting the financial assumptions used to determine the 
Scheme’s liabilities (technical provisions) in accordance with the SFP.  I have not considered how 
any of the other assumptions might have changed had the Trustees and the BBC been required to 
agree them as at the effective date of this review. 

 Movements in the technical provisions resulting from additional benefit accrual for active members 
and benefit payments made over the year, together with the impact of applying the investment return 
that was assumed within the calculation of the technical provisions at the beginning of the period.  In 
these calculations we have taken account of the actual change to the membership over the year (by 
reference to grouped data). 

 In these calculations we have taken account of the Scheme changes introduced by the BBC and 
have assumed 40% of active members will opt out during 2011.  This is consistent with the 
assumption used in the 2010 full actuarial valuation. 

It should be appreciated that the approach taken will not be as robust as the calculations completed as 
part of a full actuarial valuation, but should be sufficient, in normal circumstances, to obtain a reasonably 
good approximate indication of how the funding position has moved. 



  

\\Wwp\data\General Data Redhill\PENC\BBC\2011 Corresp\ActRept_1Apr2011_signed.doc 2 

Although the assumptions adopted within this actuarial report are not precisely the same as those set out 
in the SFP, which underlie the actuarial valuation as at 1 April 2010, in my view they are consistent with 
the principles set out in the Statement.  In particular the degrees of prudence associated with the pre- and 
post-retirement discount rates (by reference to the Towers Watson Investment Model over an appropriate 
projection period) are broadly the same as those adopted for the 2010 valuation, namely 65% 
(pre-retirement) and 69% (post-retirement).   

A summary of the data used for our approximate calculations is set out in the Appendix to this report. 

Assumptions 

The principal financial assumptions adopted for this annual funding update and those used for the 
actuarial valuation as at 1 April 2010, expressed both in nominal terms and also in real terms relative to 
retail price inflation, are set out below.     

 2010 assumptions  2011 assumptions 
 Nominal 

rate 
% pa 

Real+  
rate 
% pa 

 Nominal 
rate 
% pa 

Real+ 
rate 
% pa 

Main financial assumptions:      
Price inflation (RPI)  3.7 -  3.6 - 
Price inflation (CPI) 3.2 (0.5)  2.8 (0.8) 
Discount rate for technical provisions:      
-  pre-retirement 6.8 3.0  6.2 2.5 
-  post-retirement 5.2 1.4  5.0 1.3 
Earnings growth (including promotional allowance) 
allowing for benefit changes in 2011 1.0 (2.6)  1.0 (2.5) 
Career Average Benefits 2006 (CAB 2006) revaluation 3.7 -  3.6 - 
Career Average Benefits 2011 (CAB 2011) revaluation 3.0 (0.7)  2.7 (0.9) 
Pension increases:      
-  Old Benefits 3.7 -  3.6 - 
-  New Benefits 3.5 (0.2)  3.4 (0.2) 
-  CAB 2006 2.4 (1.3)  2.4 (1.2) 
-  CAB 2011 3.0 (0.7)  2.7 (0.9) 

+ allowing for compounding (relative to RPI) 

In my view, the financial assumptions adopted in 2011 are consistent with those used for determining the 
Scheme’s technical provisions as at 1 April 2010 as set out in the SFP, adjusted for market conditions at 
1 April 2011.   

The demographic assumptions used for the purposes of this update are consistent with those adopted for 
the actuarial valuation as at 1 April 2010, as set out in the SFP.   

However, were the Trustees and the BBC to consider all the assumptions in detail as part of a formal 
valuation process, it is possible that some of these would change.   
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Results 

Based on the assumptions above, our calculations indicate that the total assets at 1 April 2011 would be 
insufficient to meet the total technical provisions updated to that date.  The funding level has deteriorated 
slightly since 1 April 2010 from 88% to 87%.  The assets and estimated liabilities (technical provisions) as 
at 1 April 2011 are set out in the following table, together with the results of the 2010 valuation (including 
money purchase AVCs).  

BBC Pension Scheme 2010 actuarial valuation 
£m 

 2011 approximate update 
£m 

Technical provisions 9,364.0  10,288.2 
Market value of assets 8,233.0  8,918.5 
Funding surplus (shortfall) (1,131.0)  (1,369.7) 
Funding level 87.9%  86.7% 

The main reason for the worsening in the funding position of the Scheme since 1 April 2010 is the lower 
real discount rates as at 1 April 2011, which lead to a value being placed on the liabilities that is around 
3% higher than it would have been had the assumptions not changed.  This has been offset to a certain 
extent by 

 the deficit reduction contribution of £110 million; and  

 the higher than expected investment return over the year (by reference to the assumptions 
underlying both the technical provisions and the recovery plan).   

I would be happy to discuss this actuarial report in further detail with the Trustees.  

 

A J Blay 
Fellow of the Institute and Faculty of Actuaries 
  
 
9 August 2011 

Towers Watson Limited 
Watson House 
London Road 
Reigate 
Surrey 
RH2 9PQ 
 

I have written this report for the Trustees of the Scheme.  I have prepared it to provide an approximate update as to 
the financial position of the Scheme and to satisfy the statutory requirements referred to in this report.  It has not been 
prepared for any other purpose.  As such, it should not be used or relied upon by any other person for any other 
purpose, including, without limitation, by individual members of the Scheme for individual investment or other financial 
decisions, and those persons should take their own professional advice on such investment or financial decisions.  
Neither I nor Towers Watson Limited accepts any responsibility for any consequences arising from any third party 
relying on this report. 
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This report is based on data available to me as at the effective date of the update, ie 1 April 2011, and takes no 
account of developments after that date except where explicitly stated otherwise.  The Trustees are responsible for 
the data on which this report is based.  I have no reason to doubt their appropriateness for this purpose, but neither is 
it possible for me to confirm that they are correct. 

Except with the prior written consent of Towers Watson Limited, the recipient may not reproduce, distribute or 
communicate (in whole or in part) this report to any other person, except as required by law; the Trustees must 
provide a copy of this report to the BBC. 

Towers Watson Limited is authorised and regulated by the Financial Services Authority.   
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Appendix to actuarial report dated 9 August 2011 

BBC Pension Scheme 

Scheme membership data 

Number of members 1 April 2010  1 April 2011 
    
Active members 17,592  17,923 
    
Deferred pensioners 19,043  19,647 
    
Pensioners and dependants 22,691  22,775 
    

Asset data 

We have been provided with audited accounts, which show that the market value of the assets at 
31 March 2011 was £8,918.5m (including £82.7m in respect of AVCs).   

We have relied on the 45th Deed of Variation of the Scheme’s Trust Deed and Rules.  A summary of the 
benefits taken into account was provided in the report on the actuarial valuation of the Scheme as at 
1 April 2010. 


