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20
th

 August 2020 

 

Dear Sirs, 

 

Thank you for the opportunity to reply to your proposal to effectively remove RPI as an inflation 

index and replace it with CPIH. 

 

The Association of British Airways Pensioners is an independent organisation representing the 

interests of anyone with a British Airways pension. BA’s defined benefit schemes - the Airways 

Pension Scheme (APS) and the New Airways Pension Scheme (NAPS) have a combined membership 

of about 84,000, comprising of pensioners, dependent pensioners and those still to draw their 

pensions. 

 

The consultation presents the decision to align RPI with CPIH as a fait-accompli and is simply asking 

whether the date for implementation should be 2025, 2030 or some other date in between.  This is 

disappointing because it overlooks the severely negative effects of making that change. 

 

The Trustees of APS & NAPS have made their own submissions to the consultation. ABAP strongly 

endorses and supports those submissions.  ABAP views the simple aligning of RPI with CPIH with 

great misgiving.  We have two particular concerns. 

 

The first is the severely negative effect on scheme funding for APS & NAPS.  Our schemes have large 

investments in index-linked gilts (ILG) as a hedge against CPI inflation. This is in line with investment 

guidance issued by The Pensions Regulator in 2019 to trustees of defined benefit pension schemes.  

CPI level investments are not as available or cost-efficient as RPI level investments. In a response to 

a UKSA consultation on inflation indexation in 2015, the Treasury responded: “The Government 

remains committed to using RPI e.g. in existing index-linked gilts which currently run out to 2068”. 

ILGs are still only issued by reference to RPI. APS & NAPS currently hold around 1% of all the ILGs 

issued, which in terms of the marketplace, is a very significant holding indeed. 

 

While APS in a reasonably secure funding position of just over 100%, NAPS had a deficit of £2.4bn at 

the last valuation (about 87% funded). It’s clear that anything that adversely affects the funding of 

either scheme is unwelcome. In 2019, British Airways committed to a 4-year deficit recovery 

programme aiming to clear the NAPS deficit by 2023. However this was before Covid-19 hit the 

aviation industry, causing record losses for airlines. NAPS is not yet in a position where it could pay 

all the pensions contractually promised to its 63,000 members. If BA were to go into administration, 

 



NAPS would most likely enter the Pension Protection Fund.
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ABAP is happy for HM Treasury and the UKSA to share our response as appropriate.

 

 

Mark Fielder 

Chairman ABAP 
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