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 introduction
Chairman’s

Welcome to your 2013 edition of the BAA Focus 
newsletter, bringing you the latest news from the BAA 
Pension Scheme.

As usual, it has been a busy year. Among other things, we have launched a
new-and-improved version of the website that includes a secure area where 
you can view your details and fi nd out more about your pension (you will have 
had a prior communication about this in March 2013). 

We are always looking for ways to further improve the way our members learn 
about their pensions, and further web based functionality improvements will 
be made and you will be notifi ed of these as they ‘go live’. 

Throughout this issue we have taken the opportunity to tell you about some 
of the changes to the Scheme over the last 12 months: to explain the changes 
we have made to the way the Scheme’s assets are invested; to hear from 
investment advisors Cardano about the outlook for investment markets and 
how this will affect the Scheme; and we update you on the sale of Stansted 
and Edinburgh airports and what this means for the Scheme. 

The annual Summary Funding Statement update is included in this newsletter 
which provides information on the Scheme’s fi nancial position to help you 
understand more about how your pension is funded and an update of the 
Scheme’s fi nances.

You might also be aware that the Principal Employer’s name has changed from 
BAA to LHR Airports Ltd.  This has no effect on your membership of the BAA 
Pension Scheme and we have no plans to change the name of the Scheme. 

Finally, the Scheme administrators have also kindly helped us to answer some 
more of your questions about your BAA pension and pensions in general on 
page 20. Here you can fi nd out more about topics such as auto-enrolment, 
recent changes to State Pensions and the rise in ‘Pension Liberation’ fraud, 
where companies claim that they can help you to access money from your 
pension earlier than normal.
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introduction We hope you enjoy reading this issue of the newsletter.
As ever, if there are any items that you would like to see
covered in future issues please do not hesitate to contact
the Pensions helpline on 01293 604248 or email 
BAA@xafi nitypaymaster.com.

Phil Wilbraham Chairman

On behalf of the Trustees of the BAA Pension Scheme

Overriding effect of Scheme governing documentation and legislation
Please note that while every effort has been made to ensure the information contained 
in this newsletter is correct, it is intended to be a general guide and not a legally binding 
document.  If there is any confl ict between the information set out in this newsletter and 
relevant legislation or the Scheme’s governing documentation (as amended from time to 
time) as it applies to you, the legislation and governing documentation will prevail.  

Please note that neither the Trustee nor the Company can provide you with advice on your 
benefi ts within the Scheme.  As such, we recommend that you obtain independent fi nancial 
advice before making any decisions regarding your entitlements under the Scheme.
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Phil, this has been another unsettled 
year for investment markets, can you 
explain what has happened?
Overall, the 12 months to 30 September 
2012 was a good year for the main 
investment markets, with company 
shares (equities) rising 15-20% and bonds 
issued by companies rising 10% or more. 
These headlines hide a number of ‘mood 
swings’ in market sentiment though. 

At times we saw increased caution over 
global economic growth prospects and 
the European government debt crisis in 
particular. Fears surrounding these issues 
and continued money printing through 
governments buying their own bonds 
(Quantitative Easing) in the UK and US 
meant that government bonds performed 
strongly, as they were seen as a safe 
haven investment.

However, political action in Europe 
to stabilise the situation there led to 
increased confidence that the Eurozone 
would hold together. In addition there 
were signs that the US economy in 
particular was improving. This led to 
stronger performance from most major 
equity markets and corporate bonds 
across the globe. 

Closer to home, UK property saw a small, 
but positive increase over the year.

What effect has this had on the Scheme?
Despite difficult conditions for investors, 
the Scheme’s investments performed 
strongly over the year to 30 September 
2012. 

- The overall investment return for 
the Scheme over the year was 7.2% 
against an increase in the value of 
the Scheme’s liabilities (the cost of 
providing benefits) of around 6.4%. 

- Over the last three years the return 
for the Scheme’s investments was also 
positive with a return of around 8.9% 
by comparison to an 8.4% increase in 
the value of the liabilities.

This is mainly because the Scheme’s 
equity and corporate bond investments 
produced strong returns over the year. In 
addition, the Scheme’s macro orientated 
managers – who adopt a shorter term 
investment approach mainly in interest 
rate markets, foreign exchange contracts 
and commodities – were able to benefit 
from the volatile market conditions. 

After the official year end, the Scheme’s 
assets have continued to do well, but the 
value placed on the Scheme’s liabilities 
has increased at a greater rate, primarily 
because of a rise in future inflation 
expectations.

I n v e s t m e n t  m a t t e r s

Cardano are the investment advisers for the BAA Pension 
Scheme. This means that they work with the Trustees to 
manage where the Scheme’s money is invested.  
We asked Phil Page from Cardano a few questions about how the markets have been 
performing over the past year, what the economic outlook is for 2013, and how this 
might affect the performance of the Scheme.
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I n v e s t m e n t  m a t t e r s

What are your expectations for the investment markets for the rest of 2013?
Following very strong markets in the first part of 2013 we expect any further growth this 
year to be more muted. This is because fundamentally, there are still a number of issues for 
governments to resolve in the global economy, including very high government debt levels.

We remain cautious about Europe, as it still looks very weak and prospects for UK growth 
are lacklustre in the shorter term. More positively, the US does appear to be achieving 
enough momentum to sustain growth and many emerging economies are also building 
on solid foundations. We remain very watchful of several influential factors – the growth 
of the Chinese economy, global oil prices and political tensions in particular – which could 
all provide positive or negative market surprises as 2013 progresses. It is important that 
the Scheme continues to hold a diverse range of investments to provide stable returns 
compared to the change in the liability values.

Investment managers* Investment Mandate
Lazard Asset Management Ltd Equities
State Street Global Advisers Ltd (SSgA) Equities
Standard Life Investments Ltd Absolute return/Macro oriented
Brevan Howard Fund Ltd Absolute return/Macro oriented
Rogge Investment Management Cash+, High Quality Bonds and Cash
Wellington Cash+
BlackRock Credit
BlueBay Asset Management LLP Credit
M&G (appointed Dec 2012) Property

We (the Trustees) regularly review where the Scheme’s assets are invested. Over the year we 
added the BlueBay Global High Yield Fund and replaced Royal London Asset Management with 
BlackRock for the management of longer maturity corporate bonds. The Scheme’s Liability Driven 
Investments, which are designed to provide protection against the rising value of pension liabilities, 
were transferred to Rogge early in 2013.

In December 2012 we appointed M&G as a new property manager and have reserved £100 million 
for M&G to invest. The M&G fund specialises in purchasing secure UK properties with long term 
inflation linked leases. As many of the Scheme’s pensions are linked to inflation, it is desirable to 
seek investment opportunities which can provide a return linked to inflation over the longer term. 
M&G will look to complete the investment on this money over the rest of 2013. 

Asset Allocation 30 September 2012

Equities 20.0%
Credit 19.8%
Macro Orientated 9.2%
LIBOR+ 23.5%
Cash & High Quality Bonds 27.5%

* In previous years LIBOR+ and credit 
strategies were grouped together under the 
Credit heading. LIBOR+ covers a range of 
tightly risk controlled investments, primarily 
in short dated debt and interest rate 
strategies. They are aiming to outperform 
the return on cash by c.1.5% each year.

How is the Scheme currently invested?
As at 30 September 2012 the Scheme’s assets were invested as follows:

*As at April 2013
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Under the Rules if a Fire Service member retires 
at age 55, they can in some circumstances 
receive an additional credit of up to 5 years of 
further Pensionable Service (the ‘Enhancement’).  
However, the Enhancement counts towards the 
36 year limit. This limit can therefore have an 
impact on a Fire Service member’s Enhancement 
and, in some cases, could result in that individual 
not receiving any benefit from the Enhancement 
at all.

As a result, in the past there has been a 
discretionary practice where, in general terms, 
if a Fire Service member would not otherwise 
obtain any benefit from the Enhancement as 
a result of the 36 year limit, at retirement the 
member’s benefits would be augmented by 
buying additional benefits that were not subject 
to this limit.

In view of the increased and significant deficit in 
the Scheme and the extra costs that are incurred, 
this practice will regrettably cease. Fire Service 
members’ benefits will now be limited to the 
36 year limit at their Normal Retirement Date that 
is specifically set out in the Rules.

This change of practice will take effect in 
relation to retirements after 30 September 
2013.  The current practice will still continue in 
respect of Fire Service retirements on or before 
30 September 2013. However, those considering 
applying for early payment of their pension are 
strongly recommended to take financial advice on 
whether or not this is the right action for them.

36 year limit and Fire Service members
The Scheme Rules contains a limit on the maximum number 
of years – 36 years – of Pensionable Service that a member 
can generally have within the Scheme.  
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Scheme news

To access the secure area for the fi rst 
time, go to www.baapensionscheme.
com/My-Pension.aspx and follow the 
instructions, using the password BAA to 
register and set up your own details.

If you have any problems accessing the 
site then contact the administrators, 
Equiniti Paymaster, on 0845 189 1071 
during normal offi ce hours.
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Scheme website www.baapensionscheme.com/My-Pension.aspx

To fi nd out more about the Scheme, visit the BAA Pension Scheme website to use the brand
new secure web area, designed to help you manage your pension.

Log in today to...
Current employees

- View your Benefi t 
Statement

- View your personal details

Former employees 
(deferred members)

- View your Benefi t 
Statement

- Available from 1 July 2013 
Get a retirement quotation 
(based on the personal 
details we hold on fi le and 
the same calculations used 
by the administrators). 

Pensioners

- View your pension payslips 
and P60

- View your personal details
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The ages of retirement

Scheme Pension Age
Generally, your 60th birthday is the date the 
Scheme Rules say you would normally retire and 
start to receive your pension benefi ts (unless you 
are a Fire Service member – in which case your 
normal retirement date is 55). This is known as 
your ‘normal retirement date’.  

You can choose to retire later than this (up 
to age 75) if you have left employment with 
the Company or chosen to cease Pensionable 
Service in the Scheme. You can only continue in 
Pensionable Service after your normal retirement 
age with the Company’s consent. Again due to the 
rising costs of providing the Scheme, this will only 
be agreed where there is a specifi c employment 
need, where the role is of specifi c expertise and 
the ability to recruit is diffi cult. Each case will be 
considered in isolation.

If you retire early then your pension is likely to be 
reduced to refl ect that it will be paid for longer. 

Don’t forget: If you have a pension with another 
company as well, the date that you can take your 
benefi ts from their scheme could be different to 
the date you can take your benefi ts from the BAA 
Pension Scheme. 

Default Retirement Age
The Default Retirement Age of 65 was the age 
at which employees could be required by their 
employer to retire from work, but this legislation 
was abolished in October 2011. By removing the 
Default Retirement Age the Government’s intention 
is for employees to have more choice as to whether 
they retire at State or Scheme Pension Age, or 
continue working.  

Under normal circumstances, if you continue 
working for LHR Airports after you reach your 
normal retirement date, you will be offered 
the chance to join the LHR Airports Defi ned 
Contribution Scheme – the ‘Group Personal 
Pension Scheme’ to earn benefi ts for future 
employment with the Company.

FOCUS • 08

Did you know that the age you can take your pension from the 
Scheme, any other pension arrangements you may have, and 
the age you can claim your State Pension benefi ts might not be 
the same? 

There are various ages that have to be considered when thinking about retirement, and there have 
been recent changes to legislation that could further complicate when you can take your pension 
benefi ts. Here we take a look at the key ages to bear in mind:
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The ages of retirement

Minimum retirement age

This is the earliest age at which you can take your 
pension benefi ts from an occupational pension 
scheme, such as the BAA Pension Scheme. 
This is now generally age 55 (unless you have an 
earlier pension age protected by legislation).

State Pension age
Increases in life expectancy have seen costs of 
State Pensions shoot up for the Treasury, which 
is paying some pensioners for more years in 
retirement than they spent paying National 
Insurance as workers. As a result, the Government 
is increasing the age at which you can receive your 
State Pension benefi ts.

On 6 April 2010 the State Pension Age for women 
started to increase from 60 to 65. After the State 
Pension Age for both men and women equalises 
at age 65 in November 2018, it will then increase 
further: to age 66 by October 2020; to age 67 
from 2026; and to age 68 by 2046.

The Government also intends to link future rises 
in the State Pension Age to rises in life expectancy, 
reviewing this every 5 years.

There is a calculator available at
www.gov.uk/calculate-state-pension, which 
will estimate when you will reach State Pension 
Age and how much you might expect to receive 
in today’s money. You can also apply for a State 
Pension Statement using this website.

If you are still working when you reach State 
Pension Age, you don’t have to start taking your 
State Pension. You can carry on working and hold 
off claiming your State Pension as long as you like.  
If you postpone claiming your State Pension, you 
may get extra benefi ts when you do fi nally decide 
to claim it. If you delay, you can currently choose 
to receive either extra State Pension for the rest of 
your life, or (if you delay by 12 months) receive a 
one-off, taxable lump-sum payment, equivalent to 
the benefi ts you put off claiming plus interest - as 
well as your regular weekly State Pension.
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If you are still working when you reach State 

Other Options 
As this shows, retirement is complicated and you should carefully plan ahead and 
investigate all the options available to you before drawing any benefi ts.  Legislation 
does allow you a wide range of options in addition to those provided within the 
Scheme (for example by transferring to a personal pension arrangement) and the 
opportunity to reshape your pension benefi ts.  

The Trustees therefore strongly advise you to seek independent fi nancial advice before 
making any decisions in connection with your pension benefi ts. 
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Looking after your interests

A pension scheme is ‘big business’ and being one 
of the directors of the Trustee company which is 
responsible for running the BAA Pension Scheme is 
a serious and demanding job, and getting more so 
almost day by day.

The directors of the Trustee company and the 
Independent Trustee appointed by the Company are 
responsible by law for making sure that your interests 
are protected. As your pension benefi ts are subject to 

a strict set of rules, it is their job to make sure these rules are 
followed at all times. Among other things, this means ensuring that 
all contributions are paid into the scheme, your benefi ts are paid 
on time and all transactions are recorded accurately. 

Trustee knowledge and understanding
The effi cient running of a pension scheme depends largely on the knowledge and 
understanding of the Trustee directors, so they must have good, general pension and 
trust law knowledge along with specifi c knowledge of their own scheme. Making sure 
they meet the letter as well as the spirit of the law is a major challenge for Trustee 
directors. If necessary, Trustee directors may need to undertake special training to make 
sure they are up to scratch.

Keeping you in the picture
Equally important, is the responsibility to keep members up to date with developments 
both in the pensions world in general and with the scheme in particular through 
newsletters like this. 
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Your Trustees

Looking after your interests

The Trustees’ advisers
The Trustees are supported by a number of advisers.

Scheme Actuary Chris Sheppard FIA, Mercer Limited
Investment advisers Cardano  
Auditors Crowe Clark Whitehill LLP 
Bankers Lloyds TSB 
Custodian services J.P. Morgan Chase 
Administrators Equiniti Paymaster
 (formerly known as Xafi nity Paymaster)  
Legal Advisers  CMS Cameron McKenna LLP

Independent Trustee – 
Law Debenture (BAA)
Trust Corporation 
(LDPTC)

Represented by:
Mr M Chatterton

Company-Appointed 
Trustee directors

Phil Wilbraham (Chairman)

Marian Drew

Terry Morgan

Paula Stannett

Member-Nominated 
Trustee directors

Giles Price (Heathrow)

Peter McCall (Scotland)

Mike Macgregor (Pensioner) 

Ex Trustee director -
David Turner (Stansted,
Southampton and Corporate)

We are pleased to welcome 
Mike Macgregor, who some 
of you may remember as 
‘Head of Pensions at BAA’, 
who has now been elected 
to the Trustees to represent 
the Pensioner constituency. 

He replaces Mike Roberts 
who retired in March 2012.

Our thanks go to David 
Turner, who stepped 
down from the Board 
of Directors this year 
following the sale of 
Stansted.
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The Trustee provides information on the Scheme’s fi nancial position to help you 
understand more about how your pension is paid for and the state of the Scheme’s 
fi nances. This information is included in a ‘Summary Funding Statement’ and this is 
your 2013 statement.

It is important that you read all of the statement carefully, so you can understand what the fi gures mean 
and how they are used to assess the fi nancial health of the Scheme. You don’t need to do anything. The 
details in the statement are for your information only and should help you to keep track of the fi nancial 
health of the Scheme.

Measuring the Scheme’s 
fi nancial security 
For each year you pay contributions to the 
Scheme, you earn benefi ts that are linked 
to your salary. If you have left the Scheme 
you will have earned benefi ts during your 
membership which will be payable when you 
reach retirement age. If you are retired, in 
general you will now be receiving a pension 
from the Scheme.

The estimated cost of providing the benefi ts 
you and other members have earned to date 
is known as the Scheme’s ‘liabilities’. The 
Company pays in contributions, so do those 
members still employed by the Company. 
These are then invested to help provide 
members’ benefi ts. All contributions and 
investment income are held in a communal 
fund and make up the Scheme’s ‘assets’. 

To check the Scheme’s fi nancial security we 
compare the value of its liabilities to its assets:

• if the value of the Scheme’s assets is less 
than the value of its liabilities, it is said to 
have a ‘shortfall’; 

• if the value of the Scheme’s assets is more 
than the value of its liabilities there is said 
to be a ‘surplus’.

We carry out an in-depth look at the 
Scheme’s fi nances at least once every three 
years. The Scheme Actuary, a qualifi ed, 
independent professional, undertakes this 
‘actuarial valuation’. We also check the 
fi nancial security of the Scheme regularly in 
between the full actuarial valuations.

The position at the last formal 
valuation conducted as at 
30 September 2010
The last formal valuation of the BAA Pension 
Scheme showed that on 30 September 2010:

The value of the liabilities was £2,614 million

The Scheme’s assets were valued at £2,339 million

This means that there was a shortfall of £275 million

How has the position changed 
since the last formal valuation?
Since the formal valuation of the Scheme 
at 30 September 2010, two annual 
actuarial reviews at 30 September 2011 and 
30 September 2012 have been carried out, 
with reports published and available to read 
on the website.

FOCUS • 12

Your Summary Funding Statement 
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The recent actuarial report as at 30 September 
2012 showed that the Scheme’s fi nancial 
position had worsened, with the shortfall 
increasing to £389 million. The deterioration 
in the funding position since 2010 is largely 
due to a fall in gilt yields since the last formal 
valuation, which has resulted in a higher 
value being placed on the Scheme’s liabilities. 
The Scheme’s liabilities have also increased as 
a result of higher than expected salary and 
pension increases, due to higher than expected 
levels of infl ation. These factors were partially 
offset by strong investment returns from 
the Scheme’s assets and the additional 
contributions paid by the Company
(as set out below).

The Trustee continues to monitor the funding 
position of the Scheme closely and despite this 
increase in the shortfall the Trustee remains 
satisfi ed that the funding arrangements in 
place continue to be appropriate to meet 
the Scheme’s benefi t outgoings. The next 
formal actuarial valuation of the Scheme will 
be carried out as at 30 September 2013 with 
results expected in mid 2014. 

 

Financial support for the Scheme
Following each formal actuarial valuation, the 
Actuary estimates the contributions the Company 
needs to pay to cover the cost of benefi ts now 
and in the future. The Trustee then agrees a 
level of contributions for the Scheme with the 
Company and records this in a document called 
the Schedule of Contributions. 

We review and update the Schedule of 
Contributions at least each time the Scheme has 
an actuarial valuation. 

The aim when setting the level of contributions is 
to ensure the Scheme has enough money to pay 
pensions now and in the future (assuming that 
the Company continues to be willing and able to 
support the Scheme.) When there is a shortfall in 
funding, the Company would usually need to pay 
in more money to make up the difference (along 
with the future expenses of running the Scheme).  
This was the position at the last formal valuation 
of the Scheme.

Following the 2010 valuation it was agreed 
that the Company would pay contributions of 
£97 million a year to the Scheme from 1 January 
2012. This includes £24 million per annum which 
is paid with the aim of removing the defi cit by 
31 December 2020.  

These Company contributions are on top of 
employee contributions which are currently 
generally 6% or 5% of pensionable salary, with 
some employees paying other amounts depending 
on their employment category.

There has not been any payment to the Company 
out of Scheme funds in the last 12 months.

The Pensions Regulator has not exercised any of 
its powers in relation to the Scheme under section 
231(2) of the Pensions Act 2004. 

The Trustee also continually monitors the activities 
of the Company to assess its ability to continue to 
meet its obligations to the Scheme. 
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Your Summary Funding Statement 
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If the Scheme had to wind up

In the extremely unlikely event that the 
Scheme had to wind up, the Company would 
be required to pay enough money into it to 
enable members’ benefi ts to be provided 
instead by an insurance company. Neither the 
Trustee nor the Company have any plans to 
wind up the Scheme but we are required by 
law to let you know the Scheme’s fi nancial 
position if this were to happen.

The amount needed, in addition to the 
existing assets of the Scheme, to make sure 
that all members’ benefi ts could have been 
paid in full if the Scheme had started winding 
up on 30 September 2010 was estimated to 
be £1,260 million.

As at 30 September 2012 this fi gure had 
increased to £2,008 million as a result of 
a further signifi cant increase in the cost of 
purchasing annuities, because of a fall in 
gilt yields.

If the Scheme was wound up and the 
Company could not afford to pay this full 
amount, you might not get the full amount 
of the pension you are entitled to – even 
if the Scheme was fully funded on the 
approach set out in the Statement of Funding 
Principles (which sets out the Trustee’s policy 
for meeting the statutory funding objective). 
If the Company became insolvent the Pension 
Protection Fund (PPF) might be able to take 
over the Scheme and pay compensation to 
members, but this compensation is likely to 
be less than the benefi ts you are entitled to 
under the Scheme. 

Further information and guidance is available 
on the PPF website at
www.pensionprotectionfund.org.uk. 
Or you can write to the Pension Protection 
Fund at Knollys House, 17 Addiscombe Road, 
Croydon, Surrey, CR0 6SR.

FOCUS • 14

Your Summary Funding
Statement continued 
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Sources of further information
If you have any questions about the Scheme’s funding, 
please contact the Trustee (see below for details). If you 
want to fi nd out more about the Scheme you can ask 
for the following documents:

• the Statement of Investment Principles - explains 
how we invest the money paid into the Scheme; 

• the Annual Report and Accounts of the Scheme - 
shows the Scheme’s income and expenditure in the 
12 months to 30 September 2012;

• the Formal Actuarial Valuation Report as at 
30 September 2010 – which contains the details 
of the Actuary’s fi nancial check of the Scheme’s 
situation as at 30 September 2010, the Schedule of 
Contributions and Statement of Funding Principles;

• the Recovery Plan currently in force – which sets 
out the agreement between the Trustee and the 
Company as to how the Scheme’s shortfall will be 
eliminated;  

• the two annual actuarial reviews as at 30 September 
2011 and 30 September 2012 – which provide an 
update to Formal Actuarial Valuation Report as at 
30 September 2010;  

Contacting the Trustees
The Trustees can be contacted via:
BAA Pensions Team
Equiniti Paymaster
Russell Way
Crawley
West Sussex RH10 1UH

Trustees of the BAA Pension Scheme
June 2013
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Your Summary Funding
Statement continued 
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THE SECURITY OF YOUR PENSION 
FOCUS • 16

The Summary Funding Statement on the previous pages, 
reminds you of the fi nancial health of the Scheme as at the 
last formal valuation in September 2010, and the actions 
being taken by the Trustees and the Company to ensure that 
there is enough money to pay members’ pensions as and 
when they need to be paid. It also includes an update on the 
fi nancial position of the Scheme as at 30 September 2012.
The next formal valuation of the Scheme is due to take place in September this 
year and Phil Wilbraham, the Chairman of Trustees, and José Leo, Chief Financial 
Offi cer of Heathrow Airports Ltd, talk a little more about the role of the Trustee 
and the Company, and what happens in the run up to and after a valuation.

The Company and the Trustee board work together to discuss the 
actions that need to be taken as a result of a Scheme valuation. 

The priority for both the Company and the Trustee is to review how 
much needs to be contributed towards the benefi ts members earn
in future and to secure the benefi ts already earned. If the Scheme 
is in defi cit, they must agree a Recovery Plan which sets out the 
actions that will be taken with the aim of paying off the defi cit over 
an agreed period.

Phil Wilbraham, the Chairman of Trustees

José Leo, Chief Financial Offi cer

This process generally starts long before the valuation is fi nalised. The Company 
and their advisers maintain an active engagement with the Scheme and work 
with the Trustees and their advisers during the valuation process, discussing the 
assumptions used and any actions that need to be taken to improve the Scheme’s 
fi nancial health.

Maintaining a healthy Scheme is important for several reasons. The Company is 
committed to ensuring that the benefi ts its employees have earned can be paid 
when they fall due. Keeping involved in and aware of the Scheme’s fi nancial 
position is an important part of the Company’s own fi nancial planning process. 
Any accounting defi cit has to be shown on the Company’s balance sheet, so it’s 
important that the Company has plans in place to address this.

Reviewing the Scheme and its finances
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THE SECURITY OF YOUR PENSION 
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Reviewing the Company and 
its ability and willingness
to support the Scheme

This openness and cooperation
between the Trustee and the Company
is important, as assessing the Company’s
ability and willingness to support the
Scheme is complex. A comprehensive, independent and fact based 
assessment of the company’s commitment and ability to fund the 
Scheme, known as the Company “covenant”, helps promote a 
cooperative and productive relationship between the Trustee and 
the employer, and forms the basis for constructive discussions. 
The Trustee board involves independent covenant advisers to assist 
with this review. 

In Spring 2013 following the retirement of Murdoch McKillop, the 
Trustee board appointed PWC as covenant adviser to the Scheme. 
PWC is a market leading provider of covenant advice in the UK and 
helps clients to apply best practice in monitoring, measuring and 
reacting to covenant risks.

As well as reviewing the Scheme’s 
fi nancial position, another key 
responsibility of the Trustee board 
is to keep an eye on the fi nancial 
strength and health of the employer 
who is standing behind the Scheme.  
As the Scheme is likely to be 
around for a long time – some of 
our youngest members are in their 
20s and are unlikely to retire for 
another 35 years or so – the Trustee 
board needs to consider the wider 
picture, taking into account any 
issues that may affect the Company’s 
fi nancial position.

Phil Wilbraham, the Chairman of Trustees

Phil Wilbraham, the Chairman of Trustees

José Leo, Chief Financial Offi cer

The Company maintains an open 
dialogue with the Trustees around 
important fi nancial issues and major 
fi nancial decisions. These could 
relate to the Company’s transactions 
or Scheme-specifi c issues such as 
a review of investment strategy, 
as well as economic or regulatory 
concerns that could affect the 
Company or the Scheme. 
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Facts and fi gures

The next two pages contain facts and fi gures about your Scheme, including 
the income and expenditure for the Scheme in the year to 30 September 2012 
and the latest membership fi gures taken from the annual report and accounts.  

If you want to see a copy of the full annual report and accounts, please call the Scheme 
administrators, Equiniti, on 01293 604248.   

Membership as at 30 September 2012:

Active members 6,146 = 31.6%

Pensioners  8,384 = 43.0%

Deferred members 4,946 = 25.4%

FOCUS • 18
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Facts and fi gures

A R R I V A L S

D E P A R T U R E S

W H A T  I T S ’ S  A L L  W O R T H  

Arrivals £000’s

Contributions from members  £10,254

Contributions from Company* £109,043

Transfers in £831

Investment income £43,751

Total £163,879

Total (£148,973)

Departures £000’s

Pensions (£75,102)

Payments for leavers (£4,711)

Lump sums (on retirement or death) (£10,575)

What it’s all worth  £000’s

Income – expenditure £14,906

Value of Scheme assets as at 30 September 2011 £2,498,482

Change in market value of assets £157,532

Value of Scheme assets as at 30 September 2012 £2,670,920

Group transfer out** (£50,748)

Administration expenses and fees (£7,837)

Key facts as at 30 September 2012 
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* Includes a payment in respect of former employees due to the sale of Edinburgh airport.
** Pension liabilities transferred to new pension scheme established by Global Infrastructure Partners for 

Edinburgh Airport Ltd employees.

9895 BAA Focus Newsletter_13V2.indd   19 26/06/2013   10:49



In our regular feature we invite your Scheme administrators, Equiniti 
Paymaster to tackle some challenging questions that you have been asking 
about your Scheme.
If the next two pages don’t answer all your questions, give Equiniti a call and you can speak to a 
team of experts who are fully trained in the details of the Scheme.

In this issue we put your questions to Julia Wyatt, Service Delivery Manager and Guida De Sousa, 
Team Leader.

FOCUS • 20

Ask  t h e  ex p e r t s

Julia Wyatt
Service Delivery Manager

Guida De Sousa
Team Leader

Julia Wyatt Guida De Sousa

I keep hearing about something called 
‘auto-enrolment’. Is it something to do 
with my pension, and if so what does 
it mean for me? 

The introduction of auto-enrolment by 
the Government means that all eligible 
employees in the UK must be enrolled into 
a suitable workplace pension scheme. This 
is designed to encourage more people to 
save for retirement.

If you are an employee of LHR Airports 
Limited, as a member of the BAA Pension 
Scheme then you will not be directly 
affected by auto enrolment.The Company 
has already sent you more information 
about this. If you are still employed but no 
longer working for LHR Airports Limited, 
you may be affected and may hear more 
about this from your current employer.

What do the changes in this year’s 
budget mean for pensions?

The Chancellor George Osborne announced 
changes in the 2013 budget that affect 
both State Pensions and the BAA Pension 
Scheme.

The current two-tier State Pension system is 
being replaced by a single fl at rate pension 
based on National Insurance contributions. 
It will be brought in at £144 a week and 
implementation has been brought forward 
to 2016.

It has been confi rmed that the Annual 
Allowance and Lifetime Allowance will both 
reduce from their current limits. This means 
that the total amount you are able to build 
up across all your pension arrangements, tax 
free, over one year and over a lifetime will 
be lower. From the tax year 2014/15, the 
Annual Allowance will reduce from £50,000 
to £40,000, and the Lifetime Allowance will 
reduce from £1.5 million to £1.25 million.
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I had a phone call yesterday from someone telling me that I could transfer my pension 
and then take my money out early. I could use the money, but what’s the catch?

It is extremely likely that this is a scam. In recent years there has been a rise in ‘pensions 
liberation fraud’, where companies claim that they can help you cash in your pension early. 

In rare cases – such as terminal illness – it is possible to access funds before age 55 from 
pension schemes. But for the majority, promises of early cash will be bogus and are likely 
to result in serious tax consequences.

Converting a pension into cash might sound very attractive to people who urgently need 
money. However, if something sounds too good to be true, it usually is.

- You may be poorer in retirement. A member can only use their pension fund 
once. If you accept such an offer to ‘liberate’ your pension, there is likely to be much 
less (or no) income from it when you retire.

- You may be hit by unexpectedly high fees. You may be hit by unexpectedly 
high fees. As part of the transaction, you are likely to have to pay the organisers a 
‘commission’ or ‘arrangement fee’, which can typically range from 10 – 30% of the 
value of your pension.

- You could face a huge tax bill and other penalties. If you accept an offer to 
‘liberate’ your pension, you need to tell HMRC and will have to pay tax, which could 
add up to more than half your pension savings. If you don’t inform HMRC and HMRC 
contacts you fi rst, you could be charged penalties and interest in addition to the tax.

Five steps to avoid becoming a victim

1  Never give out fi nancial or personal information to a cold caller

2 Find out about the company’s background through information online. Any fi nancial 
advisers should be registered with the Financial Services Authority (FSA)

3 Ask for a statement showing how your pension will be paid at retirement, and 
question who will look after your money until then

4 Speak to an adviser that is not associated with the proposal you’ve received, for 
unbiased advice

5 Never be rushed into agreeing to a pension transfer

Be alert to offers like this and if in any doubt, take advice
from a registered adviser.

A leafl et on Pension Liberation Fraud, which contains more 
information for pension scheme members is available to 
download from the Pensions Advisory Service:
www.pensionsadvisoryservice.org.uk/
media/826600/members_leafl et.pdf 
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Ask  t h e  ex p e r t s
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In our last newsletter we explained that the Company had agreed to sell
Edinburgh Airport Limited to Global Infrastructure Partners (GIP), the owner of 
Gatwick and City airports.
We can confi rm that the sale took place as planned in May 2012. Some members 
of the BAA Pension Scheme who worked at Edinburgh airport and were in 
Pensionable Service in the Scheme at the time of the sale chose to have their 
pension benefi ts transferred to a pension scheme run by GIP, with their existing 
terms preserved.

The sale of Stansted Airport to the Manchester Airports Group (MAG) was 
completed at the end of February 2013. MAG also owns Manchester, East 
Midlands and Bournemouth airports. As with employees of Edinburgh airport, 
the deal included measures to safeguard the existing pension benefi ts of 
members. Affected employees will already have received information about the 
sale and what it will mean for them.

Deferred members (former employees) and pensioners of the BAA Pension 
Scheme will not be affected by either sale.

Edinburgh and 
Stansted - update
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For all your other questions, contact the team!

Your Team contacts

You can contact us in any of the following ways: 
• by telephone on 01293 604248 
• by fax on 01293 604015 
• our website at www.baapensionscheme.com 
• by letter to Sutherland House, Crawley, West Sussex, RH10 1UH 

How you can help when you contact us
To help our staff deal quickly and effi ciently with your enquiry please give as much information as 
possible about yourself at the time you make the enquiry. Our main method of identifying you, 
the member, is by your National Insurance number so the best way to ensure we fi nd your record 
without delay is to include this in any letter, fax or e-mail or to have it available if you telephone 
or visit us. 

If you are not able to give us your National Insurance number, please give as much detail as 
possible about your employment and include your full name, date of birth and any previous 
names you may have had. 

Please remember we need your written and signed authority to discuss or release your personal 
or fi nancial information to a third party.

Please remember we need your written and signed authority to discuss or release 
your personal or fi nancial information to a third party.

Hi I wonder if you
could help me please...

Edinburgh and 
Stansted - update
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