
A welcome from Bill Matthews
Since becoming Chair of Trustees in November 2011, I have  
been impressed with the knowledge and commitment of  
my fellow Trustees.  I have also appreciated the  
professionalism and support the Trustees receive from the in-house team.  

It has been a difficult year for pension schemes and ours is no exception.  
The Eurozone crisis and lower prospects for economic growth have 
dominated the news in 2011 and 2012.  At the same time, interest rates 
are very low.  These factors significantly increased the expected cost of 
benefits built up to date.  As a result, the latest interim funding check found 
that the Scheme’s deficit had grown to £2.6 billion at 1 April 2012 despite 
extra contributions from the BBC and some members, the Scheme closing 
to new joiners and the BBC changing how benefits build up.  The Trustees 
are disappointed that economic headwinds have blown the Scheme’s 
funding off course.  The Pensions Regulator has recognised that current 
market conditions have made the situation very difficult for Trustees and 
scheme sponsors.  

However, we believe that the BBC’s support for the Scheme remains strong.

BBC Pension Scheme

PENSI NS
NEwS from thE truStEES

fINaNcES & INvEStmENtS – Scheme assets are £9.3 billion... page 2

LatESt fuNdINg – Scheme is 78% funded at 1 april 2012... page 4

BENEfIt NEwS – a round up of Scheme news... page 6

truStEES – observations of a new trustee,  andy Baker... page 7

hELP wIth your PENSIoN... page 8

Continued on page 2...



2
A welcome ...continued Finances

The Trustees have confidence in the BBC’s 
continued ability to pay extra contributions 
over what may turn out to be a longer 
period than expected.  We are proactively 
managing the Scheme’s risks and remain 
confident of its ability to pay benefits.   
There is already a plan in place to make 
good the deficit found at the full valuation 
at April 2010 (see page 5) and we will 
continue to monitor the position.  We are 
discussing the options for reducing the 
deficit with the BBC, if funding has not 
improved by the time of the next full 
valuation at April 2013.  

The last Scheme year saw the 
implementation of the BBC’s benefit 
changes.  The Career Average Benefits 
(CAB) 2011 section came into being and 
over 8,000 contributing members  
decided to switch to it before the deadline 
of 31 December 2011.  It is now the  
largest section of the Scheme for 
contributing members.

The Trustees’ aim is that all our 
communications are clear and user friendly 
but, if you have any comments on how we 
can improve, please let us know (see page 
8 for contact details).  

I look forward to working together  
with my fellow Trustees on behalf of  
all members.

Bill Matthews, Chairman of the Trustee

The financial information shown  
in this report is taken from the 
Trustees’ Annual Report & 
Accounts for the year ending  
31 March 2012.  These were 
audited by PricewaterhouseCoopers 
who approved the financial 
statements without any exceptions 
or provisos.  You can access the 
full Annual Report & Accounts on 
our website: bbc.co.uk/mypension

accounts summary

 Opening balance of the Scheme at 1 April 2011 £8.9bn

 + Total income £0.5bn

 – Total expenditure £0.4bn

 + Change in market value of investments £0.3bn

 = Closing balance of the Scheme at 31 March 2012 £9.3bn

value of the Scheme

 1992 2002 2007 2008 2009 2010 2011 2012

Spread of investments excluding avcs

 l Equities £4.2bn

 l Bonds £2.4bn

 l Property £1.1bn

 l Alternative assets £1.5bn

 l Cash and other £0.1bn

£6.3bn

£8.2bn £8.1bn
£6.5bn

£8.2bn
£9.3bn£8.9bn

£2.9bn

45.0%

26.0%

11.9%

0.9%
16.2%



by James Duberly,
Director Pensions Investments

   The Trustees’ overall   
policy is to invest in  
a wide range of assets 
such as equities, 
property, bonds and 
alternative assets 
(including private 

equity, hedge funds and infrastructure).  
The Trustees, with the help of their 
advisers, decide on their strategy by 
taking account of the Scheme’s long 
and short-term cash flow needs to pay 
pensions and benefits when due. 

During the year the Trustees have 
reduced the Scheme’s investment risk 
by increasing our investment in assets 
that better match the liabilities  
(the pensions and benefits due to 
members).  As a result, the Scheme’s 
investment in equities has fallen from 
48.4% to 45%.

what happened to the  
Scheme’s investments during  
the year?
Financial markets experienced a volatile year 
in 2011/12 due to concerns about the 
possibility of a double-dip recession and the 
effects of the Eurozone crisis.  However, 
helped by the strong performance of its bond 
investments, the value of the Scheme’s net 
assets has reached the record level of  
£9.3 billion.  In the year to 31 March 2012,  
the Scheme’s assets returned 5.8% following 
increases of 8.6% in 2010/11 and 28.2%  
in 2009/10.

Although falling bond yields* and rising bond 
prices have helped support the value of the 
Scheme’s assets, they are also at the root of 
the Scheme’s biggest investment challenge, 
because they affect the expected cost of 
providing benefits.  This is because bond yields 
are an important element of the ‘discount 
rate’ used to calculate the present value of the 
benefits that will be paid to pensioners in the 
future.  When yields go down, the present 
value of liabilities and pension deficits tends  
to go up.  This is a problem faced by all 
defined benefit schemes.

As we have mentioned in previous 
Reports, the Trustees have been 

reducing the Scheme’s equity holding 
over the last ten years, although care has 

been taken so that equities have not been 
sold at depressed prices.  Equity markets have 
recovered strongly over the last three years 
and in the last 12 months further reductions 
in equities were made.

The Trustees have also set a long-term 
funding target with the aim of being less 
financially dependent on the BBC over time. 
The Investment Committee ensures that 
there are sufficient holdings of readily 
marketable assets to meet our  
short-term liabilities and monitors progress 
towards the long-term funding target.  

* The yield is the return on a bond based on 
its current market price rather than its price 
when it was issued.  If its market price falls, 
the yield goes up, and vice versa.  Last year 
bond prices increased because of investors’ 
desire for more stable investment than 
equities, causing yields to fall.  The latest phase 
of Quantitative Easing restricted the supply of 
government bonds, which increased prices 
and lowered yields.  The yield on bonds is the 
measure of interest rates that is most 
relevant for the Scheme.

Latest performance

 2012 3 years  5 years 
  to 2012 to 2012

l  BBC Pension Scheme  l  Benchmark†

† The benchmark is calculated using the 
indices from the same type of assets that the 
Scheme invests in.  The underperformance 
relative to the benchmark over the last five 
years was due mainly to the modest 
performance of alternative assets and 
relatively low allocation to bonds.  Strong 
performance by the active equity managers 
partially offset these factors in the year to  
31 March 2012.
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Investments

14.5%
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5.8%

3.7%
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It is therefore likely that they will increase 
again, as and when the current economic 
situation is resolved, although not to the levels 
seen in the past.  

It may take a long time for interest rates to 
recover, and it may get worse before it gets 
better, which is why the continued support of 
the BBC is so important.  On the following 
page I give you more information on how 
Scheme funding has developed since the last 
check, as well as a recap on the recovery  
plan in place.

So what has happened to funding 
since april 2011?
The BBC paid its deficit reduction 
contribution of £60 million in March 2012.  
However, at April 2012 Scheme funding 
worsened from 87% to 78% due to lower 
expectations of future investment returns.  
This increased the liabilities by just over 10%.  
This was because the rate used to calculate 
the future cost of benefits (the discount rate) 
took account of current market conditions, 
resulting in a sharp rise in expected costs.   
You can read more about this in the 
Investments section on page 3.

The annual update is intended to be an 
interim check and does not include a full 
review of all the assumptions used to calculate 
the funding level, such as possible changes in 
members’ life expectancy.  The Trustees and  
I will review all the assumptions used to work 
out the expected cost of benefits as part of 
the next full funding valuation at 1 April 2013.

 

by Alison Blay, Scheme Actuary

   As the Scheme 
Actuary, I carry out 
funding checks on an 
annual basis.  These 
annual checks 
compare the value  
of the Scheme assets 

with the expected cost of benefits 
built up to date.  This year’s check is 
based on the market value of the 
Scheme’s assets at 1 April 2012.   
Using the data and assumptions at that 
date, I found that the Scheme’s funding 
level had reduced by around 9% since 
the last check. 

The Trustees are concerned by the increase in 
the deficit and know that members will be 
too.  The 2012 funding figures shown below 
are measured at a date at which funding was 
particularly affected by adverse external 
economic factors.  These led to very low 
interest rates; if interest rates were to 
increase, the funding level would improve.  

Since the 2008/9 financial crisis, interest rates 
have been generally lower than in the 
previous decade and they have now hit 
unprecedented low levels.  

the funding picture
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Summary funding statement for April 2012

£11.9bn
£10.3bn

£8.9bn

£1.4bn
£2.6bn

£9.3bn

 April 2011: 87% funded  April 2012: 78% funded

l   The expected cost of benefits built up to 1 April   l   Scheme assets   l  Deficit



are there other ways of 
valuing the Scheme?

There are several different ways of 
assessing the Scheme’s finances, based on a 

number of financial measures.  The funding 
figures given on the previous page reflect the 
position of the Scheme on an ‘ongoing basis’.  
We are also required to assess the Scheme 
on the basis that its benefits would be bought 
from an insurance company, if it were to be 
wound up.  On 1 April 2010, the estimated 
sum needed to buy Scheme benefits from an 
insurance company was £13.3 billion.  The 
Scheme was 62% funded on this ‘buy-out’ 
basis.  We are required to include this figure 
for information only and the BBC has no 
intention of winding up the Scheme.

If the BBC no longer supported the Scheme, 
any shortfall on the ‘buy-out’ basis would 
become the BBC’s debt.  It is unlikely that it 
would be able to pay this amount in full and 
the Scheme’s size means that the Trustees 
might not be able to buy sufficient annuities 
from an insurance company.  The Trustees 
could continue to run the Scheme as a 
‘closed fund’.  So long as there were sufficient 
funds, the Trustees would continue to pay out 
the benefits in full.  

Even if the Scheme were fully funded and the 
BBC ceased to exist, members might not 
receive the level of pension that they have 
built up and the Pension Protection Fund  
(see below) might then become involved.   
The explanation of this scenario is included 
for your information only.

 
Pension Protection fund
The Pension Protection Fund (PPF) 
provides a safety net for members of 
defined benefit pension schemes.   
The PPF provides members with a 
degree of protection when an employer 
becomes insolvent and their pension 
scheme does not have enough money 
to secure member benefits from an 
insurance company.  More information 
about the PPF is available at: 
pensionprotectionfund.org.uk
or you can write to the PPF at:  
Knollys House, 17 Addiscombe Road, 
Croydon, Surrey CR0 6SR.

what are the BBc and the 
trustees doing about the deficit?
The Trustees have a recovery plan in place 
with the aim of making good the deficit as at 
1 April 2010 over 11 years.  The BBC’s deficit 
contributions are set out below and are in 
addition to the BBC’s regular contribution of 
around £100 million a year.

The recovery plan allowed for the possibility 
that, over the long term, investments would 
perform slightly better than the cautious 
assumptions used to calculate the deficit.   
The BBC’s deficit contributions in 2011 used 
money it had already put aside, whilst the 

BBc’s deficit contributions

2012 and 2013 contributions reflect  
the particular budgetary constraints the  
BBC faces in those years.  

The recovery plan recognised that the 
Trustees need to balance members’ interests 
with the BBC’s relationship with licence fee 
payers.  Any damage to the BBC’s relationship 
with its licence fee payers could affect its 
ability to support the Scheme and ultimately  
members’ pensions.  However, the licence fee 
also gives the BBC a level of stability and 
guarantee of income that is not available to 
most employers.  The recovery plan will be 
reviewed at the next full valuation in 2013.
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 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

£60m 
paid

£110m 
paid

£60m

£100m £100m

£75m £75m £75m £75m £75m £75m



policyholders and then start to pay any 
compensation.  They will only write to 
members who are due compensation.   
To find out the latest news on the Payment 
Scheme visit equitablelifepaymentscheme.
independent.gov.uk.  Or you can call the 
Equitable Life Payment Scheme helpline on 
0300 0200 150.

court case
A number of members have queried what the 
Trustees intend to do in light of the judgment 
by Mr Justice Warren in the case of  
Mr Bradbury versus the BBC.  They have 
considered this with their lawyers who 

have advised that the Trustees should 
continue to administer the Scheme on the 
basis of the contractual variation entered into 
between the BBC and its employees to limit 
salary increases for pension purposes at  
1% a year unless and until there is a conclusive 
ruling that the contractual variation was 
invalid.  The continuing dispute, as to the 
validity of the variation, is not for the Trustees 
to resolve.  The case has been referred back 
to the Pensions Ombudsman.  If it is ultimately 
decided that the BBC’s actions were invalid 
and Scheme benefits should be recalculated, 
the Trustees will comply.

Pension increases
This year’s pension increase for Old  
and New Benefits members was 4.8%  
with Career Average Benefits 2006 section 
(CAB 2006) pensions in payment increasing 
by 2.5%.  Pensions built up to date for CAB 
2006 section active and deferred members 
were increased by 4.8%.  All increases were 
applied from 1 April 2012.

factors reviewed
The Trustees, on advice from the Scheme 
Actuary, reviewed and changed a number of 
the actuarial factors used to value benefits to 
ensure that they more accurately reflected 
the underlying cost to the Scheme.  Factors 
that have changed include the rates for new 
Added Years purchases for active Old Benefits 
members.  The rates for Added Years already 
being bought by Old Benefits members 
remain unchanged.

decision to remove the levelling 
option (active and deferred Old/New 
Benefits members only) 
Last year the Trustees and the BBC consulted 
with members about removing the levelling 
option.  The option allowed members on 
retirement to have a higher pension until 
State Pension Age (SPA) and then a reduced 
pension until age 75.  Changes to SPA and the 
Annual Allowance had added to the cost, 
complexity and risk of this option.  For more 
details please visit bbc.co.uk/mypension.
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Benefit news

After considering members’ 
feedback, the Trustees have decided 

to remove the levelling option for 
members whose pension starts to be 

paid after 30 September 2012.  Existing 
pensioners who previously chose the levelling 
option on retirement are not affected.  

End of option to combine 
previous periods of Scheme 
membership (active Old/New 
Benefits members only)
The Trustees and the BBC also reviewed the 
option for Old and New Benefits members 
to combine benefits from any previous 
period of employment with their current 
period of active membership.  Its original 
purpose was to provide an opportunity for 
members to link all their Scheme benefits to 
their current salary.  

With the introduction of the 1% a year limit 
on increases in pensionable salary, it was no 
longer achieving this aim and the Trustees 
decided to withdraw it from 1 January 2013.  
If the option currently applies to you, more 
details are in your benefit statement (enclosed).

Equitable Life news 
The Equitable Life Payment Scheme was set 
up by the Government to compensate 
Equitable Life policyholders who have 
suffered financial losses.  This year the 
Payment Scheme will write to eligible 

membership figures as at 31 march 2012

l   Contributing members  

l   Deferred pensioners

l  Pensioners

l  Total

 2012

66,872

22,912
28,313

15,647

members active deferred Pensioners

Old Benefits 2,707 14,055 21,984

New Benefits 3,079 12,817 911

CAB 2006 1,779 1,411 17

CAB 2011 8,082 30

Total 15,647 28,313 22,912



your trustees 
From top, left hand side: 
Kevin Carter (appointed August 2011) 
Andy Griffee  
Rhodri Lewis 
Ken MacQuarrie (appointed April 2012) 
Bill Matthews (Chair)

From top, right hand side:  
Grant Cassidy 
Geoff Jones 
Zarin Patel

Shown right:  
Andy Baker (elected November 2011)

The role of the Board involves  
deciding on our investment policy;  
checking on the Scheme’s financial  
health, and ensuring it is properly run to 
safeguard your benefits.  More about how we 
conduct our duties is in our governance 
statement on the website at:   
bbc.co.uk/mypension.  

You can also view the Trustees’ biographies 
and Scheme documents including: the 
Statement of Investment Principles and 
Statement of Funding Principles.

The Board operates independently of 
the BBC.  It consists of nine Trustees.  
The BBC Trust appoints a Trustee and 
separately appoints the Chair of the 
Board.  The BBC appoints four 
Trustees.  Active members elect three 
Trustees, who each serve a six-year term.  
Pensioners elect one Trustee, currently 
for a four-year term.  It has been 
agreed that the next pensioner Trustee 
vacancy will be for a six-year term. 

observations of a new trustee,  andy Baker

  Andy Baker became a member-elected Trustee on  
1 November 2011.  We asked him for his brief thoughts  
on the Scheme:

  “ 

When I joined the Trustee team I was struck from the outset by 
the level of rigour in place.  All relevant papers are issued in good 
time to allow for review ahead of meetings.  Meetings are full of 
robust discussion and debate, and extensive minutes are taken.  

To recognise the fact that Trustee members may also be Scheme members, and to ensure 
all items are dealt with fairly, at the beginning of a meeting we are asked if there are any 
declarations of interest on agenda items.  If there are conflicts of interest, then those 
individuals leave the meeting for that item.  I have had training with our advisers to ensure 
that I have adequate knowledge to deal with decisions as a Trustee.  

My observations of the Scheme are that it is an efficiently and effectively managed, 
professional organisation that has real independence from the BBC.  It is absolutely           
objective, and seeks advice from a number of professional advisers in the process of  
conducting its business.”
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Your Trustees

There have been a number of 
changes to Board membership 

during the year :  Jeremy Peat stepped 
down as Chair at the end of October 2011.  

The Trustees were unanimous in thanking him 
for his excellent work during his seven years 
as Chair.  Bill Matthews succeeded him as the 
BBC Trust Trustee and Chair.  Thank you to 
Caroline Thomson, Helen Boaden and  
Dan Cooke who have stood down since the 
last Report and welcome to Andy Baker, 
Kevin Carter and Ken MacQuarrie.  



If you need any help with your pension or 
have a question about the Scheme, please  
call the pension service line.  It is open 
between 8.30 and 17.30, Monday to  
Friday.  The number to call is:   
029 2032 2811

Over the last year there was a  
large increase in calls and emails from  
members who needed more information 
about their options before the deadline  
to join the new CAB 2011 section on  
31 December 2011.  They answered around 
22,450 calls and 10,450 emails. 

If you would like to write, our address is:

Pension and Benefits Centre 
Broadcasting House 
Cardiff CF5 2YQ

Or email: mypension@bbc.co.uk 

Our aim is to reply to all incoming 
communications within five working days. 

Our website bbc.co.uk/mypension contains 
more information about the Scheme.

If you have a smartphone, you can use 
this image to link to the BBC pensions 
website (bbc.co.uk/mypension) on 
your phone.

For pensioners:

Pensioner Liaison meeting
This year’s Pensioner Liaison meeting  

will be held at:   
The Council Chamber 
Broadcasting House 
Portland Place  

London W1A 1AA

On:  Wednesday 7 November 2012  
From: 11am to 1pm   

If you attend, you can put questions about the 
Scheme to James Duberly, Director Pensions 
Investments and Geoff Jones, Pensioner 
Elected Trustee.  There are limited spaces 
which will be given on a ‘first come, first 
served’ basis.  To book, call the pension  
service line.

Prospero
Prospero is available to all BBC pensioners 
(and spouses or dependants).  It contains 
news about pensioners, former colleagues 
and developments at the BBC, including the 
best articles from Ariel.  

During the year the Trustees reviewed 
Prospero, particularly in light of the Scheme’s 
funding challenges.  Over the last couple of 
years, we have changed how Prospero is 
produced, resulting in improvements in its 
look and feel and making cost savings.  Ariel, 
the source of many articles, is now published 

solely on-line.  The Trustees considered 
whether Prospero should only be published 
on-line, but thought it was more helpful to 
continue to send it, free of charge, to UK 
pensioners.  The number of editions will 
however be reduced from nine to six  
(i.e. every two months) which will generate 
cost savings of around £30,000 a year. 

To be added to or removed from  
the mailing list, call the service line  
on 029 2032 2811 or email 
mypension@bbc.co.uk  

You can also view Prospero on-line  
at bbc.co.uk/mypension. 

Production of information
As part of the normal running of the  
Scheme, from time to time the Trustees  
and auditors routinely undertake an  
exercise to identify any cases where the 
Scheme has not been notified of a 
pensioner’s death and to avoid  
overpayment of pensions.  

We regularly send the Audit Commission 
some basic personal details such as name, 
date of birth and National Insurance  
number.  This data matching exercise  
meets the requirements of the Data 
Protection Act 1998.  The Audit  
Commission processes the data for this 
purpose, and complies with data  
protection principles.
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Help with your pension
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The service line team are, standing: Kevin Stone 
and Jo Morgan; seated: Jayne Baldwin and 
Jonathan Winter. 


