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1. Main findings

1.1. Deficits are back

e Lane Clark & Peacock LLP (LCP) estimates that under the accounting standard
IAS19 the aggregate FTSE 100 UK pension deficits and surpluses stood at an
overall deficit of £41 billion as at mid-July 2008, in stark contrast to an
aggregate £12 billion surplus in July 2007.

e The aggregate position oscillated wildly throughout the year, reaching a high
point of a £19 billion surplus at the end of November 2007, before falling back
to a £41 billion deficit in mid-July 2008. Extreme volatility, therefore, is a key
issue for both the company and pension fund balance sheets.

e During 2008, the financial conditions driving surpluses and deficits have been
brutal. Over the period from 1st January 2008, we estimate that the overall
funding position of FTSE 100 companies under IAS19 has suffered from the
effects of first, equity market falls wiping off around £33 billion from scheme
assets and second, new and severe market fears over rising inflation adding
around £50 billion to scheme liabilities — a combined and unprecedented
“double whammy” of £83 billion.

e At the same time, companies have benefited from one significant consequence
of the credit crunch, namely the sharp rise in yields on corporate bonds (IAS19
requires companies to discount future pension liabilities using such yields). We
estimate that the rise in bond yields since 1st January 2008 will have reduced
IAS19 liabilities by around £40 billion — enough to offset almost half of the huge
losses arising from equity market falls and rising inflation.

e Bond yields peaked in late March, enabling companies with March reporting
dates to report smaller pension liabilities than if they had used current bond
yields. 14 of 23 companies reporting in late March disclosed surpluses,
totalling £5.9 billion. In the light of the subsequent fall in bond yields, equity
market falls and increasing fears over inflation, we estimate that those 14
companies have suffered aggregate pension losses of almost
£183 billion since March, with estimated deficits now totalling around £7 billion.

e Company contributions were again significant during the year (reported as
£13.1 billion for 2007, down slightly from last year’s record of £13.4 billion).
However, they had relatively little impact on overall deficits given the sheer
scale of movements in equity and corporate bond markets, and the impact of
inflation expectations.

View a full list of our services at www.lcp.uk.com
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1.2 1AS19 now revealing cracks under severe pressure

e Our survey shows that, under IAS19, companies reporting at 31st March 2008
were able to choose from a far wider range of discount rates than was the
case 12 months previously. As a result the numbers reported are much less
useful in comparing one company with another.

e One proposal that could have addressed this would be for companies to
report using a risk-free rate. We discuss later the implications of such a move
and note that, as it stands, there, is no timetable for the introduction of such
a change. The International Accounting Standards Board (IASB) is not due
to consider discount rates until “Phase II” of their ongoing review of IAS19.

1.3 Modest evidence only of company action to reduce
pension risks

e Given the turbulent market conditions in recent times, one would have
expected trustees and companies to wish to take steps to reduce or mitigate
the risks associated with their pension schemes.

e There is an increasing range of options for reducing pension risks. In addition
to interest rate and inflation swap products offered by investment banks,
innovations include the use of a buy-out contract to match payments for
some or all of the membership, and longevity swaps/insurance.

e There is some evidence of action by FTSE 100 companies to address pension
risks through changes in asset allocation. At their 2007 balance sheet dates,
FTSE 100 UK pension schemes invested just over 53% of total assets in
equities, down from 59% the previous year. This is a notable reduction,
although the impact on market-related pension risks is relatively slight. We
estimate that there still remains a 1 in 10 chance that falling markets alone
could cause a loss of at least £45 billion in a 12 month period.

e Trustee control over scheme asset strategy poses challenges for companies
looking to de-risk. For example, trustees may initially prefer to adopt a
cautious approach toward new strategies, and this caution can prevent
companies benefiting from market opportunities as they arise. Effective de-
risking strategies involve early engagement between the company and trustee
board in conjunction with their advisers in order to agree a framework for
implementing change.

e Present accounting disclosure rules do not require companies to set out
details of pension risk hedging strategies, nor provide a standard for those
that choose to disclose - this is in stark contrast with the detailed disclosure
requirements when hedging other business risks. Analysts and investors are
thus unable to assess, with confidence, the potential impact of adverse
economic and market events on the company balance sheet.

View a full list of our services at www.lcp.uk.com
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1.4. Further increases in assumed life expectancy as
companies respond to new research findings

e Following a clear leap forward in assumed life expectancy in 2006, FTSE 100
companies have adjusted their assumptions upwards again in 2007, reflecting
research findings. For a male pensioner now aged 60 in the UK, average
assumed life expectancy is now 85.5 years, up from 84.8 years in 2006, with a
wide range of assumptions, from 82 to 89 years.

e Companies are now also strengthening assumptions for the rate at which life
expectancy may continue to improve in the future. For 2007, companies
assumed that, on average, members retiring in 20 years time will live 1.6 years
longer than those retiring today, up from 1.3 years in 2006.

e Each additional year of life expectancy adds about £11 billion to aggregate
FTSE 100 UK deficits. We estimate that about £9 billion extra has been added
to deficits between 2006 and 2007, as a result of changes in assumed life
expectancy.

1.5 Buy-out market continues to innovate, as prices rise

Lonmin e With keener buy-out pricing in the early part of the year, 2008 saw the first two

: . FTSE 100 buy-out deals, for Lonmin and Friends Provident.
Friends Provident

e Based on our rule of thumb, it appears that, at one point during the year, three
FTSE 100 schemes could have been in a position to buy out their UK liabilities
in full, without the need for additional company funding. By mid-July, however,
deteriorating market conditions meant that none was in a position to do so.
This highlights a possible governance gap in the running of pension schemes
that, particularly with regard to investment matters, needs to be addressed as
it becomes more important for decisions to be made quickly.

e We see continuing demand for buy-out, despite the increase in costs, as
providers continue to innovate in this area. This includes the developing use of
“partial buy-outs” for pensioners as a significant staging post in a de-risking
process. In addition, buy-out providers are now showing the necessary speed
of execution to become a valuable tool in mergers and acquisitions.

e Markets appear uncertain as to how to evaluate the benefits of a buy-out. We
see no clear evidence that markets either welcome or penalise companies that
divert resources to enable either full or partial buy-outs.

View a full list of our services at www.lcp.uk.com
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1.6 The Pensions Regulator acts, with new powers due
shortly

* The Pensions Regulator took firm action this year, in pursuit of its objective of telent
protecting members. The most public example was its handling of the
takeover of telent by Pension Corporation, The Regulator’s approach in that
case will have made companies and trustees even more cautious in assessing
buy-out type solutions that operate outside of a FSA regulated environment —
so-called “non-insured” buyouts.

Pension Corporation

e The Government has proposed an extension to the Regulator’s present
powers, with the stated objective of further deterring the use of certain
“business models” for non-insured buyouts. Given the apparent success of
the Regulator in the telent case, it is not obvious that the Regulator’s powers
needed strengthening in this regard.

e The proposed powers would allow the Regulator far greater latitude to act
against companies in a range of scenarios. Were the proposals to pass into
law intact, fears of Regulator action may inhibit important corporate activity.

1.7 International

e Overall, FTSE Global 100 Index companies disclosed net pension deficits of
£18 billion at their 2007 balance sheet dates, compared to £58 billion in 2006.

e As mentioned earlier, the main reason for this improvement is that corporate
bond yields have risen, as a result of the “credit crunch”, and this means that
reported liability values are lower.

¢ Although bond yields have continued to rise in 2008, falls in asset values over
the same period meant that, by mid-July 2008, we estimate that the FTSE
Global 100 Index companies had a net pension deficit of around £30 billion.

e We estimate that falls in equity markets to mid-July 2008 may have reduced
plan assets by £40 billion. This highlights the risk in holding equity assets to
back pension liabilities.

e This is despite the fact that during 2007, a number of companies, particularly
those in the US, reduced their allocation to equities. Nevertheless, the
companies surveyed still held 50% of their pension plan assets in equities at
their 2007 balance sheet dates.

e Based on asset allocations disclosed in 2007 accounts, we estimate that
there is still a 1 in 10 chance that falls in total asset values could lead to a loss
of more than £80 billion over the coming 12 months.

e Few companies outside the UK disclose their mortality assumptions, which makes
it impossible to tell whether all of these multinational companies are allowing for
the levels of improvements in a consistent way to those based in the UK.

View a full list of our services at www.lcp.uk.com
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e Amongst those companies that do disclose their mortality assumptions, the
rates vary widely and it is often difficult to see the justification for such
differences.
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2. Summary of UK findings

2.1 Introduction — content overview

This report provides an insight into the disclosure of pension scheme costs in
companies’ accounts, comparing the different practices adopted by the largest UK
and international companies and highlighting the financial implications.

By analysing their pension disclosures we aim to measure the exposure that
companies have to their pension liabilities and deficits, particularly in relation to
capitalisation and liquidity, and we identify the steps that companies are taking to
address their pension issues.

FTSE 100 companies scrutinised

This year the report covers 89 of the FTSE 100 companies, analysing 2007 annual
reports based on the FTSE 100 constituents as at 31st December 2007. Eight
companies were excluded as there was no evidence of material defined benefit
pension liabilities. Three further companies were excluded as their annual reports
were not published in time for this report. A full listing and summary details of the
89 companies’ key pension disclosures are set out in appendix 1.

In the light of recent extreme conditions in corporate bond markets, we have for this
year extended our analysis to include annual reports published by 23 FTSE 100
companies before 30th June, for accounting years ending in late March 2008.

All the UK companies analysed have reported under international accounting
standards — IAS19 for pension costs — as required under EU regulations.

The information and conclusions of this report are based solely on detailed analysis
of the information that companies have disclosed in their annual report and
accounts. We do not approach companies or their advisers for additional
information or explanation.

2.2 Pension scheme deficits

Overall position highly volatile

Under IAS19, companies are required to recognise a measure of the surplus or
deficit in the pension scheme directly on the balance sheet.

In mid-July 2008, we estimate that the net deficit under IAS19 of UK pension
schemes sponsored by companies in the FTSE 100 stood at £41 billion. This has
switched from an aggregate £12 billion surplus at the same point last year.

As at mid-July, we estimate that the FTSE 100 companies had about £327 billion of
assets and £368 billion of IAS19 liabilities in their UK pension schemes.

The chart below shows how the position has developed since June 2002.

View a full list of our services at www.lcp.uk.com
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Estimated FRS17 / 1AS19 position for UK schemes of FTSE 100 companies (£ billion)
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Funding levels under IAS19 have been highly volatile, particularly since the turn
of the year. Having opened 2008 with a surplus of £10 billion, the position swung
sharply between deficit and surplus, before closing with a £41 billion deficit in
mid-July.

Our figures exclude, where possible, the overseas pension schemes sponsored
by FTSE 100 companies and any employee benefits other than pensions. The
figures do include unfunded pension promises.

The net position has been calculated as the sum of all companies’ IAS19 liabilities
less the sum of all assets, for the UK pension schemes. The assets and liabilities
have been projected forwards from the year-end balance sheet positions allowing
for the estimated impact of changes in financial markets. Like all deficits and
surpluses quoted in this report, they are prior to any adjustment for tax. The chart
above also allows for the entry and exit of companies from the FTSE 100 index.

Last year’s gains now gone

Looking back over the full year since our last report, we see a stark reversal of
earlier progress. Over the year, to July 2007, the opening deficit of £36 billion
improved to a surplus of £12 billion as equity markets performed strongly and real
gilt yields rose. This year has seen the reverse, with equity markets sliding back
to levels last seen two years ago, and real gilt yields falling even further, to their
all-time low, in the face of new inflation fears.

View a full list of our services at www.lcp.uk.com
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The chart below illustrates the extent of these market movements, over the two
years together:-
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Given the significant fall in real yields over the period, one might expect the
position for FTSE 100 companies as at mid-July 2008 to be far worse than that as
at mid-July 2006. However, the overall deficit in mid-July 2008 (£41 billion) is
comparable to that in mid-July 2006 (£36 billion), and we focus below on the main
reason for this.

“Cushioned” by IAS19

IAS19 requires that future pension costs are discounted back to the present day,
where discount rates are based on the yields available on “high quality” corporate
bonds. Higher discount rates mean lower assessed liability values, so rising
corporate bond yields would have the effect of allowing companies to place a
lower value on pension liabilities.

Corporate bond yields have risen sharply over the last year, due to market
concerns over the impact of tighter credit conditions. The chart below
demonstrates the extent of that rise, and follows the progress over the last five
years of “credit spreads” (ie the additional yield available on UK corporate bonds
relative to risk-free UK Government bonds). The chart looks at AA-rated corporate
bonds, the grade of bond on which IAS19 valuations are most commonly based.

View a full list of our services at www.lcp.uk.com
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The knock-on effect on IAS19 valuations over the year has been remarkable, as
companies reporting under IAS19 were able to employ higher discount rates,
thus driving down the reported value of their pension liabilities.

The chart below illustrates the degree to which changing credit spreads have
affected IAS19 funding levels for FTSE 100 companies over the year. It sets out
and compares IAS19 funding levels for the FTSE 100 over the last year and our
estimate of IAS19 funding levels, had credit spreads remained unchanged over
the year:

Estimated IAS19 position for UK pension schemes of FTSE 100 companies (£ billion)
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July 2008
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As can be seen, changes in credit spreads over the year have had a highly flattering
effect on IAS19 funding levels for FTSE 100 companies, compared to the position
in July 2007. For example, as at 31st March 2008 (when credit spreads were close
to their peak for the year), the net IAS19 funding position for FTSE 100 companies
would have been a deficit of £66 billion, rather than a surplus of £14 billion. In other
words, changes in credit spreads since July 2007 had “flattered” FTSE 100 IAS19
deficits as at 31st March 2008 to the value of some £80 billion.

Yield dispersion presents difficulties for users of accounts

The credit crunch has also led to a notable increase over the last year in the
dispersion of corporate bond yields. The chart below demonstrates the extent of
this dispersion, by comparing yields on individual AA-rated corporate bonds as at
March 2007 and March 2008.
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Companies reporting as at March 2008 therefore had considerable latitude for
selecting a discount rate for IAS19 purposes, compared with the previous year. We
note that those companies with material UK pension liabilities reporting as at
31st March 2008, employed discount rates ranging from 6.0% pa to 7.0% pa - a
far wider range than 12 months previously, when rates ranged from 5.0% pa to
5.45% pa.

United Ultilities For example, in 2008, United Utilities employed a discount rate of 6% pa (5.3% pa
Scottish and in 2007),-whereas Scottish and Southern Energy used 6.9.%. pa (5.4% F)a in 2007)
Southern Ene rgy — both discount rates. could (?Iearly be accommodated within the requirements of
IAS19. However, using a discount rate of 6% pa rather than 6.9% pa could
increase 1AS19 liabilities by nearly 20%, or some £350 million for Scottish and
Southern Energy - around 12% of that company’s net assets.

From the perspective of a user of company accounts, this presents a confusing
picture. The flexibility enjoyed by companies reporting in March 2008 to “pick”

View a full list of our services at www.lcp.uk.com
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discount rates from within a wide range will frustrate any comparative analysis,
leading to concerns about the robust nature of IAS19. One way to narrow this
range would be to require companies to discount pension liabilities at a “risk-
free” rate, rather than using corporate bond yields. We comment on the potential
implications of such a change in section 4.

It is helpful that an increasing number of annual reports now provide information
on the sensitivity of pension liabilities to changes in the main valuation
assumptions. This trend follows a recommendation by the Accounting Standards
Board, as part of their “best practice” guidelines issued in 2006.

For 2007, 47 companies provided some level of disclosure on sensitivities, where
the impact in certain cases is substantial. For example, British Airways disclosed
that a 0.1% pa decrease in the discount rate employed in its 2007 disclosures
would increase UK pension liabilities by around £240 million. Barclays disclosed
that a 0.5% pa increase in assumed inflation would increase their UK pension
liabilities by around £1.4 billion.

2.3 Managing pension liabilities and risks

Buy-out market takes off

For the increasing number of companies who have closed their defined benefit
schemes, the eventual aim in most cases will be to secure the liabilities with an
insurance company and wind-up the scheme. Until recently, the market for such
“buy-out” transactions was very limited but, over the past 18 months, market
capacity has expanded hugely. The chart below, which plots business volumes per
quarter since the beginning of 2007, shows the pace at which the market has grown.

Business written in the insured buyout market
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LCP estimates that the buy-out market may transact over £10 billion of business
in 2008. This is a substantial figure although it still represents only a small fraction
of the assets in defined benefit pension schemes in the UK.

Lonmin Buy-out activity has now spread to the FTSE 100, with the first two transactions
involving FTSE 100 companies being announced in May 2008. First, Lonmin
announced a deal with Paternoster to secure its pension liabilities in relation to
Friends Provident their UK scheme - shown in the 2007 accounts as having assets of £78 million
compared with IAS19 liabilities of £66 million. Friends Provident then announced
a deal with Norwich Union to secure pensioner liabilities, with around £350 million
of scheme assets being passed across.

Paternoster

Norwich Union

We estimate that, at one point during the last year, three FTSE 100 companies
could have afforded to buy out all their pension benefits without the need for
additional contributions. However, by mid-July 2008, due to a combination of
slightly lower bond yields, rising inflation expectations and sharp falls in scheme
assets we estimate that no FTSE 100 company was in a position to buy out
without making additional contributions.

Innovation drives buy-out market forward

Nevertheless, we expect further buy-out activity amongst FTSE 100 companies.
In particular, where full buy-out remains out of reach, companies have the option
of securing liabilities instead for a subset of members. The Friends Provident
deal, referred to above, was such a case, with a buy-out of pensioners only. Such
partial buy-outs — or “buy-ins”, where the scheme retains the liability to pay
pensions and holds the insurance policy as an asset — may be seen as a
significant first step on a de-risking process taking place over a period.

2.4 Investment risk

The extent to which companies were affected by events since the turn of the year
will largely depend upon scheme asset strategy, not only their holdings in equities
but also the extent to which inflation and interest rate risks were matched.

Royal Dutch Shell For example, Royal Dutch Shell and BP are both heavily exposed to equity
BP market movements — with equity holdings making up more than 60% of total
pension scheme assets at the 2007 year end. The slide in world equity markets
in the first half of 2008 will have led to substantial falls in the value of their equity
holdings, which we estimate as being around £4 billion and £2 billion for Royal
Dutch Shell and BP respectively over that period, based on global market
movements. We comment further upon schemes with the largest equity holdings
in the appendix.

HSBC Holdings

Prudential At the other extreme, we note HSBC Holdings, Prudential, Rolls-Royce Group
Rolls-Royce GI’OU,D and RSA as examples of companies with significant pension liabilities, but whose
RSA equity holdings were less than 30% of assets - well below the average FTSE 100

View a full list of our services at www.lcp.uk.com
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allocation to equities. However, even there, aggregate holdings in equities across
the four companies total in excess of £6 billion.

The charts below compare the distribution of UK pension schemes’ assets (or
worldwide if the UK is not shown separately) disclosed by the FTSE 100
companies. These show a net move, between 2006 and 2007, of more than 5%
away from equities, mainly to bonds so that, at their balance sheet dates, the
companies had just over 53% of their assets in equities. This continues the trend
seen in recent years — in 2001, our survey showed that FTSE 100 companies
invested 67% of their pension scheme assets in equities.

2006 2007

M Equities
M Bonds
[ Other

11.2%

29.9% 58.9%

33.6% 53.3%

A number of FTSE 100 companies have disclosed how they have reduced their Rolls-Royce Group
exposure to equity market risks. For example, Rolls-Royce Group reduced its
equity market holdings from £3.9 billion (2006) to £1.7 billion (2007), as part of a Amec
broader de-risking exercise (we return to this further on). Amec similarly reduced
its equity holdings from £671 million (2006) to £434 million (2007).

Despite these reductions in equity holdings, FTSE 100 companies remain
exposed to substantial investment risks through asset strategies operated by
their pension schemes. One way to evaluate investment risk is a Value at Risk
(“VaR”) approach, which measures the loss that could occur over a set time
period, due to a “bad news” event.

Based on the asset allocation disclosed in 2007 company accounts, we estimate
that there is a 1 in 10 chance that the aggregate IAS19 funding position of the
FTSE 100 companies could turn out to be £45 billion or more worse than
expected, as a result of asset movements over the following year (a slight
reduction only from the “1 in 10” risk of £50 billion or more we assessed last
year). In practice, falls in equity markets alone since 1st January 2008 have
already reduced funding levels for FTSE 100 companies by £33 billion.

View a full list of our services at www.lcp.uk.com
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Addressing investment risk

In addition to the companies who have bought out some or all of their pension
liabilities, we have noted a number of FTSE 100 companies where 2007 reports
provide evidence of de-risking activity during the year. These include:-

Company Reported de-risking activity

Rolls-Royce Group As well as reducing their equity holdings (referred to
above), the “majority of the interest rate and inflation
risks” are now hedged through the use of swaps.

Prudential As at 31st December 2007, the scheme held interest rate
swaps with a nominal value of £1.2 billion, and inflation
rate swaps with a nominal value of £700 million (these
were not disclosed in the previous year’s accounts).

Friends Provident In 2007, as a prelude to securing its pensioner liabilities,
60% of assets were moved into instruments that were a
“good match to the interest rate ... sensitivities of the
liabilities.”

With such measures in place, companies were better placed to bear the brunt of
events so far in 2008. However, only for a relatively small minority do the 2007
accounts reveal any details of activity to manage these risks. It is possible that
other companies have such arrangements in place, but have chosen not to disclose
them. Unfortunately, IAS19 does not require companies to disclose details of swap
or derivative positions held by their pension schemes.

There are a number of reasons why some companies may not have taken greater
steps to mitigate or to manage their pension risks.

One reason is that the company may prefer to carry these risks in the expectation
that these will “pay off” in due course, through an improved funding position and a
reduction in cash funding costs. Notably, both BP and Royal Dutch Shell are
presently enjoying contribution holidays arising from scheme surpluses. Further,
both companies have also been long-term investors in equity markets through their
pension schemes.

Another reason could be that although the company is keen to act, the scheme
trustees have unilateral control over asset strategy. Companies will therefore need
to negotiate any changes to asset strategy with the trustees.

View a full list of our services at www.lcp.uk.com
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Trustee thinking on asset strategy may differ from that of the company, and for a
number of reasons. For example:-

Trustees focus on a much longer time horizon than company shareholders,
thus leading to different views on the appropriate level of risk;

e Trustee preferences may be “anchored” by perceptions of what represents
normal market practice. For example, at present, overall equity holdings by
FTSE 100 companies are just over 53%, which may lead trustees to consider
whether they would be exposed to criticism, were they to consent to a
reduction in equity holdings, and markets were subsequently to recover
strongly;

e Some trustees may not be keen to move out of equities as they recognise that
the sponsoring employer effectively bears the equity risk;

e Trustees may be cautious about relatively new opportunities, such as swaps,
and insurance providers — including a number of the new entrants to the buy-
out market. Trustees will need to carry out appropriate “due diligence” so that
they can be satisfied that the opportunity does not expose member benefits
to inappropriate risks; and

¢ Finally, most trustees are not investment experts and it takes time for them to
undertake the necessary training and education so that they are in a position
to understand the implications of the investment opportunities that the
company may be asking them to consider.

Overall, companies wishing to move quickly to address unwanted levels of
investment risk face a particular form of “agency risk”, where those in control of asset
risks (ie the trustees) may not act in the best interests of the ultimate bearer of those
risks (ie the company). Buy-out offers a simple solution to this, by ensuring that
assets are managed by the party bearing the risks (ie the buy-out provider).

The events of the last six months have highlighted to companies the importance
of understanding and managing the risks that they run in their pension schemes.

In markets which are much more volatile than even in the recent past and where
new products and opportunities are becoming available to trustees, there is a
greater need for trustees to be able to assess the options quickly and to act
swiftly and decisively.

View a full list of our services at www.lcp.uk.com




Accounting For Pensions 2008

2.5 Life expectancy

Over the last twelve months the focus on mortality assumptions has continued,
reflecting the substantial financial impact of an assumption that contains some
very subjective aspects.

It is therefore not surprising that the Pensions Regulator has consulted on
proposals for guidance to trustees in respect of funding; the Board for Actuarial
Standards is consulting on guidance to actuaries on this assumption; and the
Accounting Standards Board now recommends that the assumption is disclosed
in companies’ financial statements.

Techniques for deriving an appropriate mortality assumption are becoming ever
more sophisticated. Profiling the characteristics of the membership of the pension
scheme so that a standard mortality table can be adjusted (or rated) appropriately
is vital — a range of techniques exists, including using postcodes to analyse the
profile of the specific streets where the members live, and forming a view of the
socio-economic make-up of the membership based on their occupation.

However, the assumption about future rates of improvement in longevity remains a
subjective one.

Life expectancy today

For this year, the second for which all companies surveyed have reported under IAS19,
78 of the 89 companies analysed have disclosed a meaningful mortality assumption.

The average life expectancy assumed by FTSE 100 companies was 85.5 years for
a male pensioner aged 60 at their 2007 accounting date. The equivalent average
life expectancy disclosed by the same companies for 2006 was 84.8 years.

Smith & Nephew For the 51 companies that disclosed assumed longevity in both 2006 and 2007, 31
increased their assumption over the year by an average of 1.2 years. To put this
into context, we estimate that each year of extra life expectancy adds around 3%
to typical pension liabilities — that is about £11 billion across the FTSE 100
companies. The largest increase disclosed was by Smith & Nephew; a rise of
3.7 years. Further analysis is set out in section 5.

Future improvements in life expectancy

As well as setting assumptions to estimate current rates of mortality — ie the “base table”
assumption — companies must also decide how quickly mortality rates will reduce in
future — ie the “future improvement” assumption. Allowing for future improvements can
result in significant increases to reported pension scheme liabilities, and therefore deficits.

Current research regarding historic improvement rates does not provide a clear
picture of how rates may continue to improve in the future. The most common
approach adopted by FTSE 100 companies is to assume that rates improve in line
with the “medium cohort” projections — of the 45 companies that disclosed the
name of the underlying mortality table used, 30 quoted “medium cohort”.
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Number of companies

The standard “medium cohort” projections allow for the improvements identified
as a result of the “cohort effect” to die down after 2020. However, with no clear
evidence yet that the rate of improvement is slowing down, some companies
have strengthened longevity assumptions by introducing a minimum level of
future improvement, known as a “floor”. In total, eight companies disclosed use
of a “floor” in 2007, compared with one in 2006. Of these, we note that four
(Friends Provident, Legal & General Group, Prudential and Standard Life) are life
insurance companies, and are thus exposed to longevity risks on the operating
side of the business as well.

The Pensions Regulator has indicated that it expects trustees to make suitably
prudent allowances for future improvements. In a draft statement published in
February 2008, the Regulator suggested a benchmark assumption based on the
“long cohort” projection and with some form of minimum annual rate of
improvement. This would imply an increase in life expectancy of nearly 2.3 years
over the next 20 years for men retiring at age 60, using a minimum improvement
rate of 1% pa.

For the 39 companies that disclosed assumptions in relation to future
improvements in both years, the average allowance for future improvements in
life expectancy for a 60 year old over the next 20 years increased from 1.3 years
(2006) to 1.6 years (2007). We note that of these companies, only six allowed for
improvements that were in line with or greater than the Regulator’s draft
statement. This is no great surprise, as the Regulator’s draft statement was
directed at scheme trustees, who are required to act prudently in choosing
longevity assumptions, whereas IAS19 requires that assumptions fulfil “best
estimate” criteria.

The chart below shows the allowance that companies have made for increases
to longevity over the next 20 years.

Additional life expectancy improvements reported in 2007
Improvements for male members aged 60 now versus aged 60 in 2027

30 Medium cohort improvement . 2006

B 2007

The Pensions Regulator's
benchmark: long cohort
improvements plus floor of 1% pa

]
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- - )
(& o (&) o

Under 0.5 years 0.5t0 0.99 years 1to1.49years 1.5to1.99years 2to249years 251to02.99years Over3years

Increase in life expectancy over next 20 years
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To put these numbers in context, we estimate that - based on statistics published
by the Office for National Statistics in November 2007 - actual life expectancy for
a 60 year-old male has improved over the 20 years to 2006 by around 4 years, ie
significantly above what is currently assumed for IAS19 purposes. If historic
rates of improvement continue in the future, companies will need to adjust their
assumptions further, with consequences for both balance sheets and income
statements.

2.6  Other findings

Contributions level off

FTSE 100 companies paid contributions totalling £13.1 billion to their defined
benefit pension schemes for accounting periods ending in 2007. This is slightly
below the record £13.4 billion reported by the same companies for the previous
year.

The largest reported contribution was by BT at £926 million, all into its UK
scheme, and more than double the 2006 reported figure. This included a
£520 million one-off contribution towards the funding deficit. The top six
contributions are shown in appendix 2.

Recognising surpluses

Reuters Group IAS19 requires that a surplus may be recognised as a company asset only to the
extent that the company can benefit from that surplus. For example,
Reuters Group declared a surplus on its UK schemes of £119 million, but was
only able to recognise £8 million of it as a company asset.

Compass GFOU,D For reporting years commencing on or after 1st January 2008, IFRIC14 may
further limit the ability of companies to recognise pension surpluses in their
accounts. Some companies have already chosen to apply the requirements of
IFRIC14 in their 2007 accounts. For example, Compass Group has excluded
£92 million of surplus, in accordance with their understanding of IFRIC14.

Of the 31 FTSE 100 companies reporting scheme surpluses during 2007, 19
were required to limit the amount of surplus recognisable as a company asset,
by slightly over £1 billion in total.

We also analysed accounts of 23 companies with a reporting date in late
March 2008. 14 of these companies disclosed a surplus but five were required
to limit the amount recognised, by £1.8 billion in total.

Scheme closures

FTSE 100 companies have continued to take steps to reduce the rate at which
liabilities accrue moving forward. Examples over the past 12 months include:
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e BG Group closed its UK defined benefit scheme to new employees in April
2007 providing a defined contribution replacement;

e |TV confirmed that changes had been made to the structure of the UK defined
benefit scheme for future service. Changes included an increase in the
normal retirement age, a reduction in the rate of benefit accrual and an
increase in member contributions; and

e British Airways negotiated changes to the future service terms of one of its UK
defined benefit schemes. The changes were an increase in normal retirement
age, and a cap on future increases in pensionable pay.

54 of the FTSE 100 companies disclosed that their main UK defined benefit
pension scheme is now closed to new employees. However, only five companies
— BP, Diageo, ITV, Tesco and Vedanta Resources — disclosed that they have a UK
defined benefit pension scheme open to new members.

Based upon accounting disclosures, we note that Taylor Wimpey closed a UK
defined benefit scheme to all future accrual during 2007, joining Rentokil Initial
and Enterprise Inns as the only FTSE 100 companies to have announced that
they had taken such a step.

Company contributions to defined contribution schemes continue to increase
with a 16% rise to £2.3 billion reported in 2007. This reflects the growing trend
away from defined benefit provision, although defined benefit provision is still
more widespread; for comparison, we note £8.8 billion of new benefits reported
in 2007 accounts.
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Developments in UK pension provision

This year saw remarkable growth in the insured “buy-out” market with some of the
new players — notably Paternoster — writing large contracts. Competition,
innovation and the effect of the credit crunch pushed prices down and provided
companies with the opportunity to remove some or all of their pension risks at
reasonable cost.

Given the potential size of this market (in aggregate, UK pension assets for the
FTSE 100 companies were around £400 billion and, in total, assets were around
the £1 trillion mark) there was understandable interest from a wide range of
possible entrants to the market.

We also saw the development of a new “non-insured” buy-out market, outside the
supervision of the Financial Services Authority, which offered companies an
alternative way to offload their pension schemes. The development of this market
ran somewhat less smoothly than the insured market, attracting the close scrutiny
of — and eventual intervention from — the Pensions Regulator.

It was a busy year for the Pensions Regulator in other respects, with increasing
evidence of its intentions to manage risks to pensions in a proactive manner. This
included a significant update to its original guidance on clearance procedures, and
proposals that would, in effect, direct trustees to consider significantly more
cautious positions on future improvements in mortality.

Finally, the Department for Work and Pensions has proposed to extend the range
of the Pensions Regulator’s powers to act against companies and individuals, a
step that has generated a considerable and mostly adverse response.

The “non-insured” buy-out market

Citigroup Citigroup and Pension Corporation both completed “non-insured” buy-out
transactions, taking on schemes operated by TRN (Citigroup), Thorn, Threshers
Group and telent (Pension Corporation), with assets approaching £4 billion in total.

Pension Corporation
TRN
Thorn

For other organisations trying to enter the market, progress has been less evident.
This may, in part, have been due to understandable trustee concerns regarding the
Threshers Group complexity of the solutions being proposed, as well as the nature and degree of
any counter-party risks arising. However, the main reason was that buy-out prices
fell sharply during late 2007 and early 2008, which left very limited scope to price
competitively, relative to buy-out.

telent

The future development of the “non-insured” market will depend crucially on the
ability of providers to take advantage of the recent upswing in buyout pricing,
whilst resolving trustee concerns regarding security. It will also depend on the
stance taken by the Pensions Regulator.

telent The Pensions Regulator lands a blow, and is promised new powers

Pension Corporation The takeover of telent by Pension Corporation in September 2007 triggered
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immediate interest from the Pensions Regulator, in reaction to concerns aired by Pension Corporaﬁon
the trustees of its pension scheme. In particular, a concern that the transaction
was designed to enable Pension Corporation to gain access to funds
approaching £500 million held in an escrow account, operated by the company,
and intended to top up scheme funds should a deficit arise. The Pensions
Regulator acted quickly to appoint three independent trustees to safeguard
member interests.

telent

The outcome of the telent case has made it unlikely that similar arrangements
might be agreed in the future, without prior clearance from or the explicit consent
of the Pensions Regulator.

The Department for Work and Pensions (DWP) announced, on 14th April 2008,
proposals to extend the power of the Pensions Regulator to act against
companies and individuals, where member benefits were deemed to be at risk. A
key change is the removal of the requirement to demonstrate that it was the
intention of a company to harm member benefits; instead, it will only be
necessary to show that the effect was so. Although the DWP has made
statements confirming that the powers are intended to deter certain business
models in the “non-insured” buy-out market, the changes proposed are
sufficiently broad to catch a wide range of business activities including, corporate
transactions, re-structuring and re-financing.

The DWP is presently considering responses to the consultation document
before proceeding. Reaction to the proposals from most quarters has been
highly negative. The British Venture Capital Association has said that it “finds it
hard to see how investing in a company with a defined benefit scheme will in
future be a viable investment”. The Institute for Turnaround commented “...these
measures increase the probability of struggling companies with defined benefits
schemes moving straight from A&E to the mortuary”.

We await the DWP’s next step with interest.

New guidance on clearance

In March 2008, the Pensions Regulator issued finalised revised guidance on the
clearance process operated to provide companies with prior certainty that the
Regulator will not employ its anti-avoidance powers in relation to a specific event.

Compared to previous guidance, the update provides less clarity regarding
situations when clearance may be appropriate, moving from a “rules” based to a
“principles” based approach. Whilst this allows the Regulator more room for
manoeuvre than previously, companies now face greater uncertainty as to
whether or not clearance is an appropriate step in any particular set of
circumstances.

Scheme Funding

New legislation on scheme funding was introduced in 2005, which required trustees
to act prudently in setting their funding terms, and put trustees on at least equal
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footing with companies, in terms of the control of scheme funding. Where there is a
deficit, trustees are required to submit to the Pensions Regulator a “recovery plan”,
setting out the agreement with the company for eliminating that deficit.

The Pensions Regulator issued in September 2007 an initial analysis of recovery
plans received since the new regime was put in place. The analysis suggests that
trustees and companies, in agreeing scheme funding terms, have been looking
closely at liabilities valued under either IAS19 or FRS17 (the equivalent standard
under UK accounting standards, which has very similar requirements). In a large
proportion of cases, trustees and companies have agreed to fund deficits very
close to that shown under IAS19 or FRS17.

We would expect trustees to be more careful in interpreting 1IAS19 or FRS17
numbers disclosed in accounts to March 2008, given the impact that wider credit
spreads have had in improving the funding position under those standards.

Increasing use of contingent assets

AstraZeneca When companies are not in a position to, or do not wish to, make cash payments
to their pension scheme, they can provide additional security to the scheme
through a variety of contingent assets. The rationale for contingent asset use is well
stated by AstraZeneca (which employs an escrow account arrangement for this
purpose) in its 2007 report “The Group...does not believe in committing excessive
capital for funding whilst it has better uses of capital within the business nor does it
wish to generate surpluses”.

British Airways We note further use of contingent assets by FTSE 100 companies during 2007.
Notable examples include British Airways, where the trustees have been provided
with a letter of credit secured on aircraft, and Marks and Spencer Group, where an
existing and innovative property-based arrangement was extended to cover an
additional £400 million of property.

Marks and Spencer
Group

We would expect to see further strong growth in the use of contingent assets,
particularly as companies increasingly look to preserve valuable cash resources in
tight credit conditions.

Buy-out as part of a corporate transaction

Another development is the use of buy-out as part of merger and acquisition
strategy.

Emap In October 2007, Emap transferred its pension liabilities in full to Paternoster
through a buy-out. This was followed shortly afterwards by a break-up and sale of
the Emap businesses. It is notable that Emap considered buy-out to be a more
efficient approach to the transaction than negotiating the sale with the pension
liabilities still attached.

Paternoster

We expect to see such strategies more frequently in future, particularly if the
powers of the Pensions Regulator to act against companies in a wide variety of
situations (including a transaction) are extended as noted above.
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Pension Protection Fund

The PPF announced in November 2007 a number of revisions to the way in which
levies will be calculated. Overall, the changes had the impact of spreading the
total annual levy collected, so that better-funded schemes paid a relatively larger
proportion of the total levy than previously. The PPF presented the change as
one that would increase the stability of the levy.

In June 2008, the PPF announced that the scaling factor (a device used by the
PPF to target total PPF levies collected) for 2008/9 would be set at a level more
than double that previously indicated. The announcement was made well after
the deadline for putting in place arrangements to mitigate the 2008/9 levy, such
as additional company contributions or group guarantees in favour of the pension
scheme. This was unhelpful, as many companies had relied on the — highly
misleading - indicative scaling factor in deciding whether or not to put in place
such arrangements. Companies that took no action (presumably on the basis that
the anticipated levy was manageable) will no doubt feel aggrieved over the
outcome.

Solvency Il - a threat on the horizon?

A longer term concern is “Solvency II”, the new EU regime which will determine
the capital that insurers must hold to provide security for the liabilities they have
underwritten. It requires them to hold sufficient assets to ensure there is a 99.5%
chance that their liabilities are at least 100% funded in a year's time, making
equities a highly unattractive choice of asset.

At one stage it was feared that pension schemes might fall within the scope of
Solvency Il. Whilst it has now been confirmed that Solvency Il will not apply
directly to pension schemes, it is still possible that a new Solvency II-type regime
will be introduced specifically for pensions, and the European Commission has
announced that it will be launching a wide-ranging consultation into solvency
regimes for company pension funds this year.

The implications for UK pension schemes are far from clear at this stage as the
original Solvency Il requirements would need to be adapted for use in a company
pension environment. For example, a pension scheme has access to further
funds from the employer (whilst it remains solvent) whereas an insurer does not.
However, unless the Solvency Il requirements are weakened, they would be
extremely onerous, particularly for UK schemes which often invest a significant
proportion of their assets in equities. Some commentators have estimated that
schemes would either have to switch all assets into bonds, or face an increase in
funding targets of more than 50%.

“Solvency II” therefore has the potential to alter the UK pensions landscape
fundamentally, and is an area to watch closely over the coming year.
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Accounting standards for pensions

The next few years could bring a number of important changes to accounting
standards, with potentially significant implications for FTSE 100 companies.

e The removal of the “expected return on assets” from income statements.
One proposal, under which all pension-related gains and losses would go
through the income statement, could have a material and unpredictable
impact on reported profits.

e The removal of the “corridor” mechanism would have an impact on the
income statements and balance sheets of those nine FTSE 100 companies
who currently follow this approach.

e Requiring companies to discount their pension liabilities using a risk-free
rate (rather than corporate bond vyields as at present) would have a huge
impact on FTSE 100 companies with pension funds. We estimate that it
could add £130 billion to balance sheet liabilities.

The first two changes come from an IASB discussion paper and are proposed
for implementation from 2011. The third and most significant change is not yet
under consideration — the IASB is not due to consider changes to discount
rates until “Phase II” of its ongoing review of IAS19.

Changes such as these that affect the way in which companies account for
pensions will surely hasten the rate at which companies take steps to close
down their defined benefit schemes.

We have set out further details below.

Who sets the standards?

Listed companies in the UK and most of the world outside the US use
accounting standards set by the IASB. Although partially funded by
governments across the world, the IASB is run independently.

The IASB regularly reviews its accounting standards, and the pensions
accounting standard IAS19 is one of several that is currently under review, with
a revised standard expected in 2011.

The IASB is not the only accounting standards setting organisation. There is
the Financial Accounting Standards Board in the US, and various other national
standard setters that largely consider the requirements for non-listed
organisations. This latter group has created a consortium called PAAInE,
including the UK’s Accounting Standards Board, and has recently publicised its
views on a number of issues which it believes the IASB should take into
account in moving forward. Again, many of the options being put forward
represent a sharp break with the present, and would, if introduced, have a
direct and substantial impact on financial statements.
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In considering the potential impact of these changes, it is important to distinguish
those changes already proposed by the IASB that are likely to be introduced and
for which there is a clear timetable for implementation, and those that are simply
under discussion.

A new direction in IAS19

As part of the IASB’s long-term project of overhauling IAS19, a discussion paper
— “Preliminary Views on Amendments to IAS19 Employee Benefits” — was
released in March 2008. The document proposes a number of key amendments
to IAS19, with two in particular likely to be highly significant to FTSE 100
companies:

e The removal of the “expected return on assets” item within income
statements; and

e The removal of the “corridor” mechanism used by some companies to
smooth out the pension amounts recognised on the balance sheet.

We assess below the impact of these two proposals on FTSE 100 companies.

Proposal 1
Removal of “expected return on assets” from 2011

At present under IAS19, gains or losses achieved on scheme assets each year
are split into two for reporting purposes. The income statement reports the
“expected return on assets” — a stable and predictable item, which reflects the
views of management on likely market performance. The second item is
effectively the difference between management’s expectation of asset returns
and what was actually earned. This latter item can be highly volatile, but rather
than going through the income statement it goes through the Statement of
Recognised Income and Expense (SORIE) and therefore forms no part of
reported profits.

The IASB objects to the flexibility of this approach which, it says, allows entities
to “manipulate” the income statement, through assuming aggressive asset
returns. The IASB discussion paper proposes to change this, and sets out some
alternative approaches presently under consideration. All these proposed
approaches are substantially different to the current rules and would result in
different reported profits.

One approach has attracted particular concern, as it would bring all gains and
losses on assets and liabilities through the income statement. The impact would
be large, and unpredictable. The full effect of a variety of pension-related
developments, including equity market rises or falls, changes in bond yields and
increases in assumed longevity, would be directly reflected in reported profits.

For example, under this approach, were FTSE 100 companies to increase
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assumed longevity by one year, on average, that alone would reduce overall
reported profits for FTSE 100 companies by around £11 billion.

While this approach would given investors a much more accurate feel for the
impact of volatility on a pension scheme’s funding position, it simply accentuates
the short-term nature of pensions accounting and its mismatch with the
fundamental long-term nature of these types of arrangement. Were this approach
to be implemented, companies are likely to look closely at ways to protect income
statements against such potentially large swings. This could precipitate very
substantial changes to the way in which pension schemes are run and potentially
to their coverage.

Action could, in theory, include steps such as large reductions in scheme holdings
in equities, with a consequential impact on equity markets as a whole, or the
closure of a scheme to existing members. We would expect the IASB to consider
the wider consequences of each approach under consideration, in deciding how
best to proceed.

Proposal 2
Removal of the “corridor” approach from 2011

IAS19 presently allows companies the option of spreading gains and losses
through what is known as the “corridor” approach, thereby reducing the impact on
a company’s balance sheet of changes in market conditions. The IASB notes that
this option presents a confused picture to users of accounts, and is now proposing
to remove this. This would force all companies to instead recognise all gains and
losses as they arise. We agree with this. If the objective of an accounting standard
is to help compare one company with another, then one set of rules to cover them
all is essential.

Based on 2007 reports, nine FTSE 100 companies employ a corridor, with total
gains of £700 million and total losses of £9.0 billion not presently recognised on
their balance sheets. The implications of the proposed change for those
companies will depend upon specific company circumstances. We would expect
affected companies to be looking carefully at this proposal, and the options
available to them in dealing with the impact.

Longer term challenges - changes proposed to the discount rate

In the background, a consortium of standard setters (PAAInE), including the UK’s
Accounting Standards Board, issued a detailed report in January 2008 setting out
its position on many of the issues under review. One proposal in particular, namely
that pension liabilities should be discounted at the “risk-free” rate, rather than one
derived from high-quality corporate bonds, has attracted significant attention and
comment.

Were discount rates to reflect the risk-free rate, the impact on balance sheets and
income statements would be substantial. For example, were such an approach to
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apply as at mid-July 2008, FTSE 100 balance sheets in aggregate would be hit
by an increase in deficits of over £130 billion.

The IASB was not a part of the PAAINE consortium. Although it may well be
influenced by the PAAINE report, it is not due to consider changes to the current
discount rate rules until Phase Il of its review, which is some years away.
However, as a measure of the degree of concern this proposal has aroused, the
DWP has already announced that it would make representations to the
Accounting Standards Board on this issue, following negative comment by
various bodies including the Confederation of British Industry and the National
Association of Pension Funds.

Moving forward

The IASB is presently seeking feedback on its proposals with a view to producing
an exposure draft of the new IAS19 in the second half of 2009 leading to a
significantly different new standard in 2011. Phase Il of the review, due to take
place later in the decade, could well be even more significant. Whichever of the
proposed changes come into effect, companies can expect a big shift in the
rules, and are likely to review their pension strategies as a result.

Our major concern is that accounting standards, which are designed to ensure
that companies report in a consistent manner, will continue to affect the way in
which pension funds are managed. Further, there is significant risk that making
these types of changes may only hasten the demise of defined benefit pension
provision in the UK.
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5. LCP’s analysis of FTSE 100 IAS19 disclosures

We have analysed 89 FTSE 100 companies reporting in 2007. Eight companies
were excluded as they did not sponsor a defined benefit pension scheme. A
further three had not disclosed accounts by 30th June 2008, as a result of
corporate activity. A full listing can be found in appendix 1.

We have concentrated on the financial position of the defined benefit schemes in
which the companies’ employees participate. Some companies offer post-
retirement healthcare, which we have excluded from our analysis where possible,
as this report focuses on pension provision. Overseas pension arrangements have
been included, except where otherwise indicated.

The disclosures

The average pension note runs to over four pages, with most companies also
having several paragraphs of pension commentary in the main body of their
reports. Once again, the longest disclosure was by Friends Provident, who this
year has 14 pages of its report dedicated to pensions.

Friends Provident

For many FTSE 100 companies, pensions are important and the volume of
information disclosed in the accounts reflects this. However, for those companies
whose pension arrangements are not so material, the minimum disclosure
requirements under IAS19 can be unduly onerous.

5.1  Analysis of results

Funding levels

IAS19 takes a snapshot of the surplus or deficit at the company’s year-end; if the
company has not chosen to adopt the “corridor” approach (see section 4), this is
the number that appears on the balance sheet.

This year 31 companies disclosed surpluses in their defined benefit schemes, up
from 15 last year. It should be noted, however, that the period of analysis ended
before the onset of turbulent market conditions in early 2008. Consequently,
funding levels shown in this section will have deteriorated sharply since then.

A full list of the disclosed surpluses and deficits of the FTSE 100 companies is set
out in appendix 1.

Old Mutual Old Mutual had the highest funding level at 127%, as at 31st December 2007, and
more than two thirds of the 90 companies reported being better than 90% funded
on an accounting basis.
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Changes over 2007

The chart below shows how worldwide funding levels have changed over the year
for the 48 FTSE 100 companies in our report who have December 2007 year-
ends.

Ratio of assets to IAS19 liabilities at end December (%)

20 B 2006

W 2007

Number of companies

o

under 60 60 to 69 70to 79 80 to 89 90 to 99 100 to 109 110 or over

Once again there is a noticeable shift upwards as the average reported IAS19
funding level increased from 90% to 97%.

Sources of deficits and surpluses

For the 48 companies with December year-ends, deficits reduced by £19 billion
in absolute terms over 2007. Investment returns of £16 billion more than covered
interest charges (£13 billion); aggregate contributions exceeded the IAS19 cost of
extra benefits earned by £3 billion; and revised assumptions reduced reported
IAS19 values of benefits by £13 billion. This is illustrated in the chart below.

IAS19 sources of assets and liabilities for companies with December year-ends only
(£ billion)

Changes in liabilities Changes in assets

Investment

Interest charged
returns

Benefits earned Contributions paid

New assumptions & experience

Overall movement
in the deficit
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What have companies done to tackle their deficits?

Whilst favourable investment returns and higher bond yields as a result of the credit
crunch have been the main factors behind the elimination of deficits, company
contributions to pension schemes have continued at a high level.

Most companies have contributed at a rate greater than the IAS19 value of benefits
earned over the year. This, combined with lower IAS19 values at the year end, has
meant that companies removed a considerable proportion of their deficits over the

year.
Royal Bank of Even some companies who paid less than the IAS19 service cost have seen their
Scotland Group position improve over the 2007 accounting year. For example, Royal Bank of

Scotland Group paid contributions of £599 million over 2007 compared to £706
million of benefits earned by employees over the year. Even so, Royal Bank of
Scotland Group’s deficit of nearly £2 billion at the end of 2006 vanished over the
year and become a surplus of £340 million.

The chart below shows the “excess” contributions that companies paid during the
year (ie contributions over and above the IAS19 value of the benefits earned during
the year) as compared to the deficit disclosed in the accounts at the end of the
year. Rolls-Royce Group paid off the greatest proportion — 98% - of its 2007 year-
end deficit.

Rolls-Royce Group

Proportion of year-end deficits paid off over the year (%)

25 B 2006
B 2007
20
[}
(]
§
g 15
£
S
o
-
o
=
8
€ 10
3
z
| l
0 - ‘ l
Oto9 10to 19 20 to 29 30 to 39 40 to 49 50 to 59 60 or over

Pension schemes versus shareholders

The following chart shows how pension deficits compare to dividends paid. Of the
58 FTSE 100 companies with a pension deficit, 46 disclosed a deficit that was less
than or equal to the dividends paid to their shareholders in 2007 and, in 36 cases,
the deficit was less than or equal to half the 2007 dividend.
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Number of companies

Number of companies
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Percentage of deficit that could be paid off with one year’s declared dividends (%)
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For example, Vodafone paid dividends of nearly £3.6 billion in 2007, significantly
more than its accounting deficit of just £41 million.

On the other hand, BAE Systems paid dividends of £397 million in 2007
compared with its accounting deficit of nearly £2 billion and contributions to its
pension schemes of £594 million.

The chart below summarises the ratio of deficits to market capitalisation (at their
year-ends) for the 58 FTSE 100 companies which reported a deficit. It shows that
reported deficits for some schemes are generally small compared to the size of
the company. However, a small number are significantly larger.

Accounting deficits as a proportion of market capitalisation (%)
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British Airways

Alliance & Leicester
Anglo American

FirstGroup
ICAP

J Sainsbury
Old Mutual
Persimmon
SABMiller
Sage Group

Vedanta Resources
Xstrata
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Appendix 2 lists those companies with the largest liabilities or deficits compared
to market capitalisation.  British Airways is the only FTSE 100 company with a
2007 deficit that exceeds 20% of market capitalisation (23%), albeit significantly
reduced from the 2006 position (38%).

5.2 Key assumptions

We consider below the various assumptions used to place an IAS19 value on
pension benefits. Where a company operates pension schemes in more than one
country, we have considered the assumptions used for the UK if separately given.
Where a company has disclosed a range of assumptions, we have taken the mid-
point.

Our analysis is of the assumptions disclosed as at the accounting year-end.

Life expectancy

Under the IAS19 standard, companies are required to disclose any “material
actuarial assumptions”. Whilst no specific mention is made of mortality, the
majority of companies have disclosed this assumption. 78 out of the 89
companies with defined benefit pension schemes have provided sufficient
information for us to derive basic mortality statistics — specifically a male life
expectancy at age 60 in the UK — with 51 companies providing previous year
comparators to allow us to analyse to what extent companies have revised their
assumptions over their accounting year.

Companies who did not disclose enough information on their UK mortality
assumptions to calculate a life expectancy included: Alliance & Leicester, Anglo
American, FirstGroup, ICAP, J Sainsbury, Old Mutual, Persimmon, SABMiller, Sage
Group, Vedanta Resources and Xstrata.

The following chart shows that, as might be expected with a diverse group, there
continues to be considerable variation in life expectancy assumptions across the
FTSE 100 companies. It also demonstrates the scale of the shift between 2006 to
2007.
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Life expectancy assumptions reported in 2007
Males retiring at age 60 on the accounting date

15 B 2006
. 2007
13
1
3
Lo
I
Q
£
8
5 7
&
£
El 5
3
| - [
82 or below 83 84 85 86 87 88 89 or above

Life Expectancy (rounded to nearest age)

The average assumption was that male members in the UK who retire at age 60
on the accounting date would live to age 85.5 — up from 84.8 in their 2006
accounts. Companies continue to revise their life expectancy assumptions
upwards; 31 companies have disclosed that they moved to more cautious
longevity assumptions in 2007, adding 1.2 years on average to the assumed life
expectancy.

Research has shown that two of the main indicators of life expectancies are
socio-economic group and income. In this respect it is interesting to analyse the
FTSE 100 companies’ assumed life expectancies by the sector in which the
company operates as this should loosely be connected to the socio-economic
group and income levels of the employees.

In the charts below the horizontal bars show the average life expectancy for a
male aged 60 in the UK for each sector'. The vertical lines show the extent of the
variation used by FTSE 100 companies within that sector.

Life expectancy assumptions reported in 2007 split by sector
Males retiring at age 60 on accounting date
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This chart shows that the highest assumed life expectancies are found in the
healthcare, financials, consumer services and industrials sectors. The lowest
assumed life expectancies are found in the oil and gas and telecoms sectors.
Nevertheless, there is still considerable variation between individual companies.

AstraZeneca Notably, both AstraZeneca and Smith & Nephew increased their longevity
Smith & Ne ph ew assur.nption.s by well over three years compare.d to last year’s accounts, so that
pensioners in healthcare are now assumed to live more than 2.5 years longer on
average than members in any other sector.

Future improvements in life expectancy

As well as setting assumptions to estimate current rates of mortality — ie the “base
table” assumption, companies must also decide how quickly these mortality rates
will reduce looking into the future — ie the “future improvement” assumption. These
future improvements can result in significant increases to reported pension scheme
liabilities, and therefore deficits.

Further analysis and comment on this area can be found earlier in the report in
section 2.

Discount rates

The discount rate assumption used by each company is set out in appendix 1.

The discount rate is used to calculate the present value of the projected pension
benefits. Under IAS19 the discount rate should be based on “high quality”
corporate bonds and the term of the corporate bonds should be consistent with
the estimated term of the pension obligations.

The yields on high quality corporate bonds, and hence the discount rates, will
fluctuate from day to day in line with market conditions. This year we have chosen
to analyse March 2008 year-ends (where data was available at time of writing) in
addition to December 2007 year-ends to note the effect of the credit crunch on
corporate bond yields in the first quarter of 2008.
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Discount rates used in December 2006, 2007 and March 2008 (% pa)
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The average discount rate has risen from 5.1% pa in December 2006 to
5.75% pa in December 2007, reaching a high of 6.6% pa in March 2008.

The chart above clearly shows rising corporate bond yields, as each year of data
steadily progresses rightwards. There is also a considerable range of
assumptions adopted by companies for their December 2007 and March 2008
disclosures.

In 2007, the highest December discount rate (6.0% pa) was disclosed by Rentokil
Initial and Royal Bank of Scotland Group and the lowest (5.0% pa) was disclosed
by Old Mutual.

In 2008, the highest March discount rate (7.0% pa) was adopted by British
Airways for one of its UK schemes. The next highest (6.90% pa) was adopted by
several companies including Experian, J Sainsbury, Land Securities, Man Group,
and Scottish and Southern Energy whilst 3i Group, British Energy Group, British
Land Company and United Utilities adopted the lowest March discount rate
(6.0% pa). This represents a material dispersion in yields employed, compared
with the previous year.

Pension liabilities are generally linked to price inflation in some way. It is therefore
the discount rate net of assumed future price inflation which is the key
assumption.

The chart below shows the difference between the discount rate and the
assumption for future price inflation (the net discount rate) as at
31st December 2006 and 2007, for companies with December accounting year-
ends, and as at 31st March 2008.

The net discount rate has been widening since December 2006, largely due to
rising corporate bond yields over the period to March 2008, although this has
been offset slightly by increasing expectations of future inflation. Overall, this has
the effect of reducing companies’ pension scheme liabilities, as measured under
IAS19.
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Discount rates used in excess of inflation used in December 2006, 2007 & March 2008 (% pa)
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Inflation

Details of the assumption for future price inflation used by each company are set
out in appendix 1.

The chart below shows that there has been an increase in the assumption for
long-term retail price inflation used by companies with year-ends in December
and further increases used by companies with year-ends in March. An increase in
the price inflation assumption will lead directly to a higher level of projected benefit
payments, and hence a larger value being placed on those benefits, all other
things being equal.

Inflation used in December 2006, 2007 and March 2008 (% pa)
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Man Group

With recent fears of rising inflation, assumptions for March 2008 companies have
hit a recent high, with Man Group disclosing an assumption of 3.8% pa. On the
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other hand, British Energy and FirstGroup have not recognised such a high level British Energy
of future inflation in their March 2008 disclosures, choosing only to adopt an
assumption of 3.3% pa. Overall, the higher long term expectation for inflation
has eroded some of the reduction in pension scheme liabilities caused by rising
corporate bond yields.

FirstGroup

The Bank of England publishes statistics for future price inflation rates implied by
gilt spot rates. These showed that expectations of long-term price inflation were
around 3.5% pa at December 2007 but had risen to almost 4.2% pa by the end
of June 2008.

Salary growth

The assumed rate of salary growth affects the disclosed 1AS19 liability and the
reported cost of benefits being earned, although the impact of this assumption is
reducing as more schemes are closed to new members and to future accrual. A
lower assumption for salary growth produces a lower projected pension and
hence lower pension liabilities as well as a lower charge to operating income.

The average real salary increase has fallen slightly over the year and so this will
have helped reduce deficits further. This is shown below.

Salary growth rates used in excess of inflation (% pa)
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The average real salary growth rate has remained broadly the same as last year, Standard Life
at around 1.3% pa above price inflation. Of the 70 companies which disclosed
sufficient information to analyse, most maintained their 2006 assumption for Taylor Wimpey
salary increases above inflation, but 12 have reduced the assumption and 7 have
increased it. Both Standard Life and Taylor Wimpey increased their assumption
for salary increases above inflation significantly compared to last year, by
1.5% pa and 1.75% pa respectively.
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Expected return on equities

There is a wide range of values for this assumption, reflecting its subjective
nature.

Expected long-term rate of return on equities (% pa)
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Next The lowest assumption was 6.55% pa as disclosed by Next (who also adopted

the lowest assumption last year) and the highest was 8.5% pa by Persimmon
(who also adopted the highest assumption last year) and Standard Chartered.

Persimmon
Standard Chartered

The average expected rate of return on equities was 3.22% pa higher than the
long-term yields available on gilts as at the balance sheet dates. This difference
represents companies’ views of the so-called “equity risk premium” (which is the
additional return expected from investing in equities, compared with risk-free
assets such as gilts, to compensate for the increase in risk). The average equity
risk premium is unchanged from last year.

Where disclosed, 35 companies increased their assumed equity return, eight
reduced it and 19 companies did not alter their assumption from the previous year.
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6. International accounting for pensions

6.1 Introduction

We have analysed the pension disclosures of the companies in the FTSE Global
100 Index as at 31st December 2007. This index covers the world’s largest
multinationals, based in the US, Europe and Asia-Pacific.

Key conclusions

The key conclusions from our analysis are:

Overall, FTSE Global 100 Index companies disclosed net pension deficits of
£18 billion at their 2007 balance sheet dates, compared to £58 billion in 2006.

As mentioned earlier, the main reason for this improvement is that corporate
bond yields have risen, as a result of the “credit crunch”, and this means that
reported liability values are lower.

Although bond yields have continued to rise in 2008, falls in asset values over
the same period meant that, by mid-July 2008, we estimate that the FTSE
Global 100 Index companies had a net pension deficit of around £30 billion.

We estimate that falls in equity markets to mid-July 2008 may have reduced
plan assets by £40 billion. This highlights the risk in holding equity assets to
back pension liabilities.

This is despite the fact that during 2007, a number of companies, particularly
those in the US, reduced their allocation to equities. Nevertheless, the
companies surveyed still held 50% of their pension plan assets in equities at
their 2007 balance sheet dates.

Based on asset allocations disclosed in 2007 accounts, we estimate that there
is still a 1 in 10 chance that falls in total asset values could lead to a loss of
more than £80 billion over the coming 12 months.

Few companies outside the UK disclose their mortality assumptions, which
makes it impossible to tell whether all of these multinational companies are
allowing for the levels of improvements in a consistent way to those based in
the UK.

Amongst those companies that do disclose their mortality assumptions, the
rates vary widely and it is often difficult to see the justification for such
differences.

Companies scrutinised

This year we have widened our analysis to cover 97 separate companies in the FTSE
Global 100 Index as at 31st December 2007. This index covers the world’s largest
multinationals, with a market capitalisation of £4.5 trillion in 13 countries around the world.
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A full listing and details of the companies analysed is set out in appendix 3.
Almost all of the companies analysed have reported under either international
(IAS19) or US (FAS87 and FAS 158) accounting standards. A few in the Asia
Pacific region report under local standards. These standards are similar enough
for us to make direct comparisons between the companies.

6.2 Analysis of disclosures

Mortality assumptions

The life expectancy assumption made by a company is a key piece of information
for investors to understand the risks associated with that company’s pension
scheme.

The chart below shows how general population male life expectancy at age 65
has increased over the last 30 years. On average there has been an increase of
over one year in each decade between 1973 and 2003. Many experts are
predicting that this trend will continue into the future.
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Companies therefore need to consider carefully how they should allow for future
mortality improvements when valuing their global pension schemes.

IAS19 requires companies to disclose any assumption deemed to be material,
although neither 1AS19 nor the US accounting standards explicitly requires the
disclosure of mortality assumptions.
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UK companies continue to lead the way in providing information about this
important assumption. Only 25 companies in the FTSE Global 100 Index disclosed
mortality assumptions in their 2007 accounts. This includes all of the 17 companies
listed, or dual-listed, in the UK and seven other companies listed in Europe (Banco
Santander, BBVA, Deutsche Bank, InBev, Novartis, Roche and UBS). Only one US-
listed company, 3V, disclosed its assumption.

The disclosures made by a number of companies reveal significant differences in
how their assumed life expectancies for plan members compare to general
population life expectancy around the world. For example, AstraZeneca assume
that its current UK pensioners will live for over three years longer than those in
Sweden and six years longer than those in Germany. UBS assume that its UK
pensioners will outlive its German pensioners by three years and its US and Swiss
pensioners by four years.

From the disclosures made, we cannot tell whether such differences are objectively
justified by differences in the membership profiles in the different countries or
whether it simply reflects different market practice as regards mortality
assumptions.

Sensitivity analysis

With corporate bond yields affected by the credit crunch and fears of inflation
returning, it is important for investors to be able to understand how a company’s
pension liabilities may be affected by changes in financial conditions.

A number of companies provide detailed disclosures on how sensitive the pension
liabilities and are to changes to assumptions. Of the continental European
companies, Bayer, Deutsche Bank, InBev and Siemens provide particularly detailed
sensitivity analyses.

Unrecognised gains/losses

11 companies accounting under IAS19 (or equivalent local standards) have
adopted the “corridor” method to recognise actuarial gains and losses over time
rather than recognise them immediately on the balance sheet. These companies
are predominantly banks or companies based in France and Germany. Banco
Santander, Daimler, Deutsche Bank, ING Group, L'Oréal, Nissan, Royal Dutch Shell
and Total all disclosed significant unrecognised gains or losses in 2007. Zurich
switched away from the corridor method in 2007.

Since the introduction of FAS158 in the US, all US companies recognise gains and
losses immediately on the balance sheet. Under proposals made by the IASB,
described in section 4, the option of the corridor method under IAS19 could fall away
completely from 2011. This could have material balance sheet implications for those
companies who still use the corridor method, in addition to the potential impact on
the income statement that could affect all companies reporting under IAS19.
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Restrictions in balance sheet assets

Companies are increasingly wary about paying excessive contributions into their
pension schemes. During 2007, companies in the FTSE Global 100 Index
contributed £19 billion to their pension schemes, down from £20 billion in 2006
and just £4 billion more than the assessed cost of future benefit accrual.

Indeed, if a company cannot show that it may derive some economic benefit from
any surplus that may arise in the future, IAS19 requires it to restrict any related
pension asset shown on the balance sheet. A number of European-listed
companies have been significantly affected by this. These include BASF (assets
restricted by £396 million), /nBev (£160 million), Nestlé Group (£831 million),
Roche (£364 million) and UBS (£1.1 billion).

There is no such requirement under US accounting standards.

6.3 Global trends

Deficits and funding levels

FTSE Global 100 Index companies disclosed an overall net deficit of £18 billion
at their balance sheet dates in 2007. This reflected total assets of £578 billion
and liabilities valued at £596 billion (roughly 13% of total market capitalisation for
these companies) and represented a marked improvement in disclosed funding
levels compared to the position in 2006.

The improvement was across all countries. The chart below sets out the average

funding level (ie the ratio of assets to the assessed value of liabilities) for each
company based on the country, or region, where it is listed.

Average funding level in 2007 and 2006 shown by country of listing
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INTERNATIONAL

Companies listed in the UK, US, Netherlands and, Switzerland all have an average
funding level above 100%. French and Spanish listed companies have the lowest
funding levels. This is due to a number of the principal schemes for French and Spanish
listed companies being unfunded in line with local legislation and market practice.

Investment strategy

A number of companies have “de-risked” their principal schemes by reducing the
proportion of their assets in equities and investing more heavily in bonds or
alternative assets.

Altria Group Altria Group, Boeing, Goldman Sachs, IBM and Pfizer all disclosed that they had

Boeing reduced, or were about to reduce, equity allocations in their US schemes by 10%

or more. GSK is to reduce the equity and property allocation for its US scheme

Goldman Sachs by 20% in 2008 and are to consider, with the UK trustees, a strategy to reduce

IBM the equity allocation in its UK scheme and linking the allocation to the scheme

. funding level.

Pfizer

espite these reductions, the oba ndex companies still ha o O

GSK Despite th ductions, the FTSE Global 100 Ind ies still had 50% of

their worldwide pension scheme assets in equities at their 2007 balance sheet
date with the highest allocations for the UK, US and Japanese listed companies.
The chart below shows the proportions held in different asset classes for
companies listed in different countries/regions, and the 2006 equity allocation for
comparison.

Average 2007 distribution of pension scheme assets split by country of listing
(2006 equity allocation shown for comparison)
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A handful of companies also disclosed their pension scheme exposure to sub-
prime mortgage holdings. For example, GE revealed an exposure of £488 million
at the end of 2007.

Scheme design

Many of the FTSE Global 100 Index companies have closed their defined benefit
schemes to new employees and some have gone further and closed to future
accrual as well.

Companies who close their defined benefit schemes have set up a variety of
different arrangements in their place, depending on local regulation and practice.
For example, UBS changed its Swiss final salary scheme to a defined
contribution scheme with a minimum return. BP set up a cash balance scheme
for new employees in the US, although its UK final salary scheme remains open
to new employees.
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Accounting For Pensions 2008

Appendix 2 - FTSE 100 accounting risk measures

Largest liabilities

These tables show the key results of analysis

of the disclosures made by the companies in
2007 2006 the FTSE 100 as at 1st January 2008 that were

Liabilities £m | Liabilities £m reported in their 2007 accounts. The figures

relate to the worldwide position of each

38,779 38,187 company (not just the UK disclosure) but
excludes healthcare and defined contribution

30,927 30,736 plans where possible.

27,322 20,951 The source of the data is each company’s annual
report and accounts for the accounting period

19,989 19,962 ending in 2007.

17,476 18,150 The surplus/(deficit) figures are before allowing
for deferred tax.

17,109 17,456
Traditionally, some companies with overseas

.. pension schemes do not fund them via an
Largest deficits external scheme, instead backing the pension
scheme with company assets, which may result
in a larger deficit being disclosed.

o}
—

Royal Dutch Shell

Royal Bank Of Scotland Group

Barclays

BAE Systems'

2007 2006
Deficit £m Deficit £m The source of market capitalisation figures is the

FTSE European Monthly Reviews and FTSE All-
1,999 3,167 Share Index Series Weightings reports as at the
companies’ year-ends.
1,294
1,022

BAE Systems'
British Airways R0

All figures shown here have been calculated
963 using unrounded numbers. Therefore, some
metrics shown may differ to those calculated
using the rounded figures.

AstraZeneca

HSBC Holdings

Tesco

J

Rio Tinto -23

< I N
N | W
-\ | =--
- | W

Largest liabilities compared to market capitalisation

2007 2006
Liabilities / Liabilities /

Liabilities Market Cap

£m £
38,779 25,322

Market Cap % | Market Cap %

British Airways

B

T
British Energy Group

2,736 2,348

'BAE Systems allocated £401 million of its 2007 deficit (£691 million in 2006) to equity accounted investments and other participating employers.

View a full list of our services at www.lcp.uk.com




Accounting For Pensions 2008

Largest deficit compared to market capitalisation

British Airways

BAE Systems' m 17,468
Taylor Wimpey 2,187

2007 2006
Deficit Market Cap Deficit / Deficit /
£m £m Market Cap % | Market Cap %

1 1,468 N/A

Highest funding level

2007 2006

Assets Liabilities Assets / Assets /

£m £m Liabilities % Liabilities %
(odmuwa | e | e | aer | 0|
o [ w e [ | w

Lowest funding level

2007 2006
Name Assets Liabilities Assets / Assets /
£m £m Liabilities % Liabilities %

T A [ - (]
YT T T T R
ET R R R R
T R - R

View a full list of our services at www.lcp.uk.com
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Appendix 2 - continued

Largest employer contributions

2007 2006
Contribut’ns £m | Contribut’ns £m

Unilever

Rolls-Royce Group

HSBC Holdings

Royal Dutch Shell
Marks and Spencer Group

Largest service cost?

2007 Service 2006 Service
Cost £m

Royal Bank Of Scotland Group 706 668

433 428

Barclays 352 407

Largest employer contributions compared to service cost?

2007 2006
Contribut’ns Contribut’ns / Contribut’ns /
Service Cost % Service Cost %

InterContinental Hotels Group

Marks and Spencer Group 611 114 537 117

2The service cost (representing the value of benefits earned over the accounting period) includes the value of any past service benefits awarded to members during the year.

e View a full list of our services at www.lcp.uk.com
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Largest employer contributions compared to dividends paid

2007 2006
Dividends Contribut’ns / Contribut’ns /
£ Dividends % Dividends %

J Sainsbury

Marks and Spencer Group

m
61
BAE Systems 397
33

FirstGroup

259
235
150
139

26

Highest Equity Allocation

2007 Equity 2006 Equity
Allocation £m Allocation £m

Home Retail Group

Lowest Equity Allocation

Vodafone Group

2007 Equity 2006 Equity
Allocation £m Allocation £m

Hammerson

Lonmin

Sage Group

London Stock Exchange

Rentokil Initial

View a full list of our services at www.lcp.uk.com
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Appendix 2 - continued

Largest % increase in funding level

2007 2006 Increase in
Funding level Funding level Funding level
British Land Company
Carnival

Reuters Group

Rentokil Initial

Next

Largest % decrease in funding level
2007 Decrease in
Funding level Funding level
%
Sage Group

Rio Tinto

Home Retail Group

Johnson Matthey

SABMiller

Liberty International

View a full list of our services at www.lcp.uk.com
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Appendix 4 - FTSE Global 100 accounting risk measures

Largest deficits' Largest liabilities

2007 2006
Liabilities £m Liabilities £m

4,389 Royal Dutch Shell 30,928

2007 2006
Deficit £m Deficit £m

Banco Santander 8,837 43,873

30,736

4,346

BBVA

4,151 26,709

ExxonMobil 3,369 23,266

Bayer 3,264 19,962

Sanofi-Aventis 2,298 18,085
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2007 Liabilities/

Liabilities £m | Market Cap £m | Market Cap %

National Grid

Largest deficit' compared to market capitalisation

Boeing

Philips

2007 2007 2007 Deficit/

Deficit £m Market Cap £m | Market Cap %

Banco Santander 8,837 67,987
1 These deficits take into account

Axa 4,346 10% assets shown in the companies’
disclosures including reimbursement
rights and other segregated assets

BBVA 4,1 51 9% where these are shown in the pensions
disclosures. They exclude any other
company assets that may be included

3,264 34,986 9% elsewhere on company balance sheet

in order to fund pension obligations.

Bayer

Honda Motor Co.
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Appendix 4 - continued

2007 2007 2007 Assets/
Assets £m Liabilities £m Liabilities %
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Royal Dutch Shell

Hewlett Packard

49,197
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2007 Equity/
Equity £m Market Cap £m Market Cap %

Boeing
National Grid
The Dow Chemical Company

Caterpillar

Largest employer contribution compared to service cost

2007 Contribut’ns/
Service Cost %

1082%

Banco Santander
Zurich 29%

Unilever

352%
348%

304%
270%

Total

ExxonMobil

Xstrata




Accounting For Pensions 2008

e View a full list of our services at www.lcp.uk.com



Accounting For Pensions 2008

View a full list of our services at www.lcp.uk.com e



Accounting For Pensions 2008

e View a full list of our services at www.lcp.uk.com



This is the 15th edition of Lane Clark & Peacock’s
Accounting for Pensions report.

It is widely recognised as an authoritative survey of the accounting standards that
regulate accounting and disclosure of pensions information in UK company accounts.
The report covers over 180 of the world’s largest companies from the UK FTSE 100
and the FTSE Global 100.
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