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Investigations programme – KPIs 
Ofcom has an investigations programme to deal with complaints about anti-competitive behaviour, breaches of  
certain ex ante conditions and disputes. The following table examines Ofcom’s activities in handling enquiries and  
full investigations during 2007/8, including performance against published targets (including statutory targets).

TABLE 3

CATEGORY AND TARGET

Decision to reject or accept enquiry within  
15 working days

Decision to reject or accept Competition 
Act enquiry within eight weeks (new target 
introduced in the summer of 2007)

Resolution of disputes (four months)

Competition Act investigations  
(six months where ‘no grounds for  
action’ decision made; 12 months  
for an infringement decision)

Part 8 of the Enterprise Act investigations  
(six months to obtain undertakings)

Investigations into breaches of ex ante 
conditions and unfair terms in consumer 
contracts (four months for a closure 
statement or notification that a condition 
has been breached)

Own-initiative investigations (six months)

Total investigations

ACHIEVEMENT LEVEL  
(FOR CLOSED CASES OPENED  
DURING THE REPORTING PERIOD)

52% (of 24 opened, 21 closed, 10 exceeded target 
with agreement; 100% with agreement for complex 
cases)

100% (of 3 opened, 2 closed, neither of which 
exceeded target). Note: For one of the closed 
enquiries recorded as being completed on time 
Ofcom set a ten-week enquiry period at the outset 
due to Christmas and the New Year.  One enquiry 
opened during the reporting period remains 
ongoing and has exceeded target with agreement

100% (of four opened, three closed) Note: one 
dispute case opened during the reporting period 
remains open and has exceeded target - exceptional 
circumstances apply to this

N/A (no cases opened). Note: two cases that  
were opened prior to the reporting period  
remain open and have exceeded target

N/A (no cases opened)

N/A (no cases opened). Note: one case that was 
opened prior to the reporting period remains open 
and has exceeded target

100% (of 11 cases opened, six closed).  
Note: one case that was opened as an  
Enforcement Programme has been extended  
for a further six-month period

100% (of 15 cases opened, 9 closed, of which none 
exceeded target). One ongoing case opened during 
the reporting period as an Enforcement Programme 
had been extended for a further six-month period 
and Ofcom has cited exceptional circumstances for 
one ongoing dispute opened during the reporting 
period. No other ongoing cases opened during the 
reporting period had exceeded their targets as at 
31 March 2008

ACHIEVEMENT LEVEL  
(FOR ALL CLOSED CASES DURING  
THE REPORTING PERIOD 
IRRESPECTIVE OF WHEN OPENED)

52% (of 23 closed, 11 exceeded target 
with agreement; 100% with agreement 
for complex cases)

100% (two closed) Note: For one of 
the closed enquiries recorded as being 
completed on time Ofcom set a ten-
week enquiry period at the outset due 
to Christmas and the New Year

100% (eight cases closed, none 
exceeded target) Note: exceptional 
circumstances applied in three of the 
cases recorded as completed on time

0% (one case closed which  
exceeded target)

N/A (no cases closed)

N/A (no cases closed)

90% (10 cases closed, one met an 
agreed extended target) Note: one 
of the eight cases shown as being 
completed on time was an Enforcement 
Programme that was extended for 
further six-month  
periods on three occasions

89% (19 cases closed, of which one 
met an agreed extended target 
and one exceeded target) Note: 
As recorded above exceptional 
circumstances applied to three of the 
disputes recorded as being closed 
on time and similarly one own-
initiative investigation shown as being 
completed on time was an Enforcement 
Programme that was extended

Statistical data
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Financial performance

Ofcom’s statutory framework 
Ofcom’s duties and powers are 
derived principally from the 
Communications Act 2003,  
which received Royal Assent  
on 17 July 2003.

Ofcom is an independent  
statutory corporation accountable  
to Parliament. Its specific duties, 
which are derived principally from 
the Communications Act 2003,  
fall into six areas:
• ensuring the optimal use  
of the electro-magnetic spectrum;
• ensuring that a wide range of 
electronic communications services – 
including high-speed data services – 
are available throughout the UK;
• ensuring a wide range of television 
and radio services of high quality  
and wide appeal;
• maintaining plurality in the 
provision of broadcasting; 
• applying adequate protection  
for audiences against offensive  
or harmful material; and
• applying adequate protection  
for audiences against unfairness  
or the infringement of privacy.

The Communications Act  
2003 requires us to act in a  
way which is transparent, 
accountable, proportionate, 
consistent and targeted.

Financial framework
Under Paragraph 8(1) of the 
Schedule to the Office of 
Communications Act 2002,  
Ofcom is required to balance  
its expenditure with its income  
in each financial year. 

Sections 38 and 347 of the 
Communications Act 2003 also 
require Ofcom to raise income from 
each of the sectors it regulates such 
that it covers the costs to be incurred 
by Ofcom in regulating that sector. 

Ofcom must also apportion its 
common operating costs – those 
which do not relate directly to any 
one sector – in a proportionate 
manner across each of those sectors.

Ofcom raises its funds from the 
following sources:
• television broadcast licence fees;
• radio broadcast licence fees;
• administrative charges for 
electronic networks and services  
and the provision of broadcasting 
and associated facilities; and
• funding to cover Ofcom’s 
operating costs for spectrum 
management in the form of grant-
in-aid from the Department for 
Business, Enterprise and Regulatory 
Reform (BERR).

Grant-in-aid covers the costs of 
regulating and managing the UK 
radio spectrum. It also covers those 
statutory functions and duties, 
which Ofcom must discharge 
under the Communications Act 
but for which the Act provided no 
matching revenue stream. Examples 
include the statutory public interest 
test for media mergers and ex post 
Competition Act investigations  
in relation to networks and services.

Ofcom also receives rental income 
from properties surplus to its 
requirements and bank interest  
in respect of bank balances.

Operating results
Ofcom’s actual operating 
expenditure outturn on an adjusted 
cash basis, and used to calculate the 
tariffs charged to stakeholders each 
year, was £130m in 2007/8 (2006/7: 
£129.4m), £0.2m lower than budget. 

Ofcom’s total operating 
expenditure in the income and 
expenditure account in 2007/8 
increased by £8.8m from 
expenditure in 2006/7. Significant 
changes from previous year were  
as follows:
• An increase in average employee 
numbers of 21; pay increases in line 
with inflation; an increased provision 
in restructuring costs; an accrual 
for sabbaticals compensated by a 
release of National Insurance accrual 
from previous year has led to a net 
increase of £5m in staff costs.
• Operating costs increased 
by a net £3.7m after achieving 
savings of £2.6m in administrative 
expenses through the progression 
of a number of efficiency initiatives 
and a £4m reduction in spectrum-
related research and development 
projects, mainly due to non-recurring 
expenditure including:
– Development, data cleansing and 
training activities for our IS renewal 
programme, particularly relating  
to the implementation of new 
licensing systems.
– Compensation payments  
made to license holders as part  
of our planned programme for 
spectrum liberalisation.
– Increased facility costs arising from 
rent reviews and rates increases.
– Increased legal provisions as 
explained further in Note 18.
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A reconciliation is set out in  
Note 2 of Section E which highlights 
the differences between the total 
operating expenditure as presented  
in the income and expenditure 
account and Ofcom’s actual 
operating outturn of £130m.

Note 2 to the financial statements 
also presents Ofcom’s actual 
operating outturn for 2007/8,  
by sector. 

Surplus for the  
Financial Year
Ofcom calculates its required 
operating revenue based on its 
statement of charging principles 
taking into account the actual funds 
that it needs to collect to discharge  
its cash liabilities during the year. 
This results in an accounting surplus 
only. Ofcom returns any surplus 
funds to stakeholders through a 
reduction in the annual tariffs raised 
in the following two financial years. 

The surplus for the year under 
review, recorded in the income and 
expenditure accounts, was £8.3m 
(2006/7: £22.1m). In addition to 
the reduction explained above, the 
further reduction in the surplus is 
mainly due to:
• 2007/8 accelerated amortisation 
of certain assets which no longer 
provide economic benefit to Ofcom
• 2006/7 benefited from an 
exceptional credit in respect of a  
net adjustment from the surrender  
of a lease.

The surplus is required to cover 
expenditure not reflected in the 
Income and Expenditure Account, 
including capital expenditure and 
contributions to the two defined 
benefit pension plans.

HM Treasury  
Spending Caps 
Ofcom collects fees from Wireless 
Telegraphy Act licensees. Ofcom 
then passes the monies collected to 
BERR, which remits a proportion 
back to Ofcom in the form of grant-
in-aid to fund Ofcom’s spectrum 
management activities and remits 
the remaining amount to the UK 
Exchequer. Ofcom’s Section 400 
accounts, published on the Ofcom 
website, details the monies collected 
and grant payments received.

During 2007/8 Ofcom 
agreed, under Section 401 of the 
Communications Act, to examine 
an alternative approach where 
Ofcom would collect the WT Act 
fees, deduct the costs of its spectrum 
management activities, and remit  
the remaining monies directly to 
the UK Exchequer.  After a detailed 
review, Ofcom has decided not to 
implement Section 401 at this current 
time as the current legislation does 
not allow the anticipated process 
efficiency benefits for Ofcom and  
its stakeholders to be realised.

2007/8 Tariffs 
On 31 March 2008, Ofcom 
published the Tariff Tables for 
2008/9, which were based on an 
estimated operating expenditure 
outturn for 2007/8 of £129.8m.

A total of £0.4m – the difference 
between the original budget 
of £130.2m and the estimated 
operating expenditure outturn – 
is already being passed back to 
stakeholders in 2008/9 as part  
of the current regulatory tariffs  
or reimbursement of grant-in- 
aid claims. 

On a like-for-like basis, Ofcom’s 
budget for 2008/9 will be £133.7m, 
which is 1.5% lower in real terms 
than its budget for 2007/8. This is 

the fourth consecutive real terms 
reduction in Ofcom’s budget and 
17.5% lower in real terms than 
Ofcom’s original full-year budget  
set in 2004/5.

Ofcom is confident that,  
following several years of major 
efficiency improvements and 
initiatives, the organisation now 
operates with greater stable 
budgetary requirements.

The £133.7m operating budget  
is reflective of anticipated RPI 
increases and the rescheduling  
of some projects from 2007/8.  
The budget is based on an  
adjusted cash basis, which includes 
capital expenditure and actual 
contributions to pension schemes,  
but excludes depreciation.

However, some stakeholders will 
experience an increase in their 
regulatory fees for 2008/9 compared 
with the previous financial year 
due to a higher allocation of work 
planned for that sector.

Sector regulatory fees will 
specifically change by:
• an average decrease of 6.3%  
for the radio sector;
• an average decrease of 2.4%  
for the television sector; and
• an average increase of 4.1%  
for network and services operators.

People
At 31 March 2008, Ofcom had  
812 employees (2006/7: 800). 

Pensions
Ofcom’s primary means of providing 
pension benefits is through a defined 
contribution pension allowance that 
is provided to all new employees 
and to those colleagues from the 
legacy regulators who have chosen 
this option. This allowance may 
be used to contribute to the Ofcom 
defined contribution stakeholder 

Financial performance
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pension plan. Over 80% of Ofcom, 
colleagues are employed on terms 
with access to a stakeholder pension 
plan. Other colleagues from the 
legacy regulators are provided with 
membership of the defined benefit 
pension schemes. 

For those colleagues who 
joined Ofcom from the legacy 
regulators and who elected to retain 
membership of a defined benefit 
pension scheme, Ofcom operates 
two such schemes, which are closed 
to new entrants; Notes 1j and 25b 
provide further detail.

The latest actuarial valuations  
(as at 1 January 2007 for the Ofcom 
(former ITC) Pension Plan and  
31 March 2007 for the Ofcom 
Defined Benefit Pension Plan) 
highlighted a combined funding 
deficit of £17.7m. However, the 
financial statements show a surplus 
of £10m, primarily because the 
pension liabilities under the financial 
statements are prepared on the basis 
that the liabilities are discounted in 
line with the yields on high-quality 
bonds which (particularly under 
current market conditions) differs 
significantly from the approach 
used for determining Ofcom’s 
contributions.

Ofcom made (and continues to 
make) cash contributions to the 
Ofcom Defined Benefit Plan and the 
Ofcom (former ITC) Pension Plan  
on the basis of the actuarial 
valuation. Cash contributions, 
rather than the amount charged 
to operating surplus (as calculated 
under FRS 17), are included in 
operating expenditure outturn used 
to calculate the tariffs charged to 
stakeholders each year. 

During the year, contributions to 
the two defined benefit pension plans 
amounted to £6.9m; £1.8m of which 
was paid into a trust account. Funds 

transferred to and held in the trust 
account can only be paid into one 
of the two Defined Benefit Pension 
Schemes and are not able to be used 
for any other purpose.

Additional funds collected 
on behalf of HM Treasury
In 2007/8, in accordance with 
Section 400 of the Communications 
Act, Ofcom invoiced and collected 
£232.4m (2006/7: £229.1m) from 
wireless communications and 
broadcasting companies in spectrum 
revenues and licence receipts. Ofcom 
prepares a separate set of Financial 
Statements for the purposes of S400 
of the Communications Act 2003.

At 31 March 2008, requests for 
payment in respect of spectrum fees 
amounting to £52.5m (2006/7: 
£40.7m) remained unpaid.  
A significant proportion of these 
amounts are due by way of 
instalment payments. No significant 
debts may be written off without 
the written authorisation of HM 
Treasury. At the balance sheet date, 
an amount of £1m was outstanding 
for more than 12 months from 
Inquam Telecom (Holdings) Limited. 
Inquam has an agreed payment plan 
to reduce the debt over time.  

Investments in fixed assets
Ofcom continues to deliver its 
Information Systems renewal 
programme; part of which has now 
been deployed into the business. 
As at the year-end, assets under 
construction, which relate to systems 
development amounted to £4.1m. 

IS renewal programme 
During 2007/8 Ofcom’s IS 
renewal programme completed the 
development of a new system for 
spectrum licensing covering fixed 
links; this was implemented in  

April 2008. The system will enable 
Ofcom to manage spectrum licensing 
and licence renewal more  
efficiently. Ofcom will leverage 
this investment  by migrating the 
remainder of the spectrum licences  
in the following year. 

The IS project, known internally 
as Unify, is wide-ranging and 
complex, bringing together a variety 
of information systems used by 
the legacy regulators that Ofcom 
replaced. During 2007/8 it emerged 
that the spectrum solution was more 
complex than originally understood. 
As a result, the duration of the 
programme and the overall cost  
of implementation has exceeded 
initial estimates.   

The renewal programme was 
subject to a thorough internal 
review during the financial year, 
resulting in tasks being replanned, 
a revised financial forecast and the 
implementation of a new governance 
structure. Risks identified have 
been closely monitored at project 
management, Operations Board and 
Board level and appropriate action 
was taken to address cost, time and 
functionality risks and issues.

Payments of suppliers
Ofcom’s target is to make all 
payments not in dispute within  
30 days or less of acceptance of the 
relevant goods and services, or the 
receipt of a legitimate invoice if that 
is later. For 2007/8, we achieved a 
performance of 97.2 per cent against 
this target (2006/7: 98.8 per cent).

BERR loan
During 2007/8, Ofcom completed 
the repayment of the loan originally 
received to establish the organisation; 
this is further explained in Note 16.

Financial performance
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Statement of 
Accounts and 
Corporate 
Governance

Foreword

REPORT OF THE BOARD
The Board presents its Report and 
the audited financial statements  
for the year ended 31 March 2008.

STATEMENT OF ACCOUNTS
This Statement of Accounts has 
been prepared in accordance 
with Schedule 1 of the Office of 
Communications Act 2002 and 
as directed by the Secretaries of 
State for Business, Enterprise and 
Regulatory Reform and for Culture, 
Media and Sport. The Accounts 
cover the period from 1 April 2007  
to 31 March 2008.

PRINCIPAL ACTIVITIES
Ofcom is a statutory corporation 
without shareholders, established 
under the Office of Communications 
Act 2002.

Ofcom is empowered, under 
the Communications Act 2003, to 
regulate and license television, radio, 
the use of the radio spectrum and 
telecommunications in accordance 
with the duties imposed upon it 
under the Act.

OPERATING AND FINANCIAL REVIEW
The Chairman’s Message on pages  
4 and 5, the Chief Executive’s Report 
on pages 6 to 9 and the Operating 
and Financial Review on pages  
28 to 47 form part of this Report  
and provide information on the 
activities of Ofcom during the year. 
The financial statements of Ofcom 
are set out on pages 72 to 77.

EXTERNAL AUDITORS
The Comptroller and Auditor 
General, whose staff is the National 
Audit Office (NAO), is appointed as 
Ofcom’s external auditor under the 
Office of Communications Act 2002. 
The cost of the statutory audit for 
2007/08 was £85,000.

In so far as the Accountable 
Officer is aware, there is no relevant 
audit information of which Ofcom’s 
auditors are unaware, and the 
Accountable Officer has taken  
all the steps that he ought to have 
taken to make himself aware of any 
relevant audit information and to 
establish that Ofcom’s auditors are 
aware of that information.

THE BOARD
The Board has full responsibility 
for deciding and operating Ofcom’s 
affairs. The details of the Board 
Members are set out on pages 
52 and 53. Details of Members’ 
remuneration are set out on pages  
65 to 70.

MEMBERS’ INTERESTS
Ofcom embraces full disclosure  
of Members’ interests. The details  
of these can be found online at  
www.ofcom.org.uk.

POST BALANCE SHEET EVENTS
There were no reportable post 
balance sheet events between the 
balance sheet date and 6 June 2008, 
the date when the Accountable 
Officer despatched the accounts 
to the Department for Business, 
Enterprise and Regulatory Reform. 
The financial statements do not 
reflect events after this date.

Section D
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OFCOM MISSION AND VALUES
Ofcom’s commitment to its mission 
and values is shared by Board 
Members and Ofcom colleagues. 
The purpose of the shared mission 
and values is to ensure each Board 
Member and colleague undertakes 
Ofcom’s work by reference to a clear 
set of core values. Colleagues across 
the organisation were instrumental  
in developing the six values that 
reflect Ofcom’s desire to work in an 
open, effective and people-driven 
way. In working in this way Ofcom 
strives to be dynamic, responsive  
and commercially aware; Ofcom 
values incisive thinking, rigorous 
evidence-based analysis and 
engagement with stakeholders. 
Ofcom’s values are: 
• Communicating openly  
and honestly;
• Listening with an open mind;
• Making a difference;
• Empowering and prioritising;
• Investing in and supporting our 
colleagues; and
• Genuine collaboration.

COLLEAGUE INVOLVEMENT  
AND CONSULTATION
The quality, commitment  
and effectiveness of Ofcom  
colleagues are crucial to its success. 
Colleague involvement is actively 
encouraged as part of all Ofcom’s 
day-to-day processes.

Ofcom specifically informs and 
consults its colleagues through:
• the Ofcom Colleague Forum, an 
information and consultation forum 
which is made up of representatives 
of colleagues from across Ofcom and 
which meets regularly with senior 
management at Joint Consultative 
Group meetings (which includes two 
members from the Partner Union);

• the Ofcom intranet, which is 
available to all colleagues in all  
of Ofcom’s offices;
• presentations hosted by senior 
managers during which new strategic 
initiatives are explained to colleagues 
and updates are provided regarding 
continuing projects;
• regular inter-group meetings  
both to listen to colleagues and  
to disseminate information;
• regular messages from the  
Chief Executive; and
• an annual all-colleague event to 
review progress and the year ahead.

Additionally Ofcom has developed 
a relationship with the Partner Union 
– a body made up of representatives 
from BECTU and Prospect.

EMPLOYMENT POLICIES, 
PERFORMANCE DEVELOPMENT  
AND PUBLIC SECTOR DUTIES
Ofcom is an equal opportunities 
employer and recruits colleagues 
regardless of age, gender,  
cultural and ethnic background, 
disability, religion or belief  
and sexual orientation. 

Ofcom is committed to building 
an organisation where all colleagues 
are treated fairly, with dignity and 
respect and has developed a range  
of policies which are consistent with 
the requirements of employment  
law, and in particular with  
legislation aimed at eliminating 
discrimination including the Race  
Relations (Amendment) Act 2001,  
the Disability Discrimination Act 
1995 and, in relation to activities  
in Northern Ireland, section 75  
of the Northern Ireland Act  
1998 and the 1995 Disability 
Discrimination Order. 

Ofcom has an internal whistle-
blowing policy setting out the 
procedure colleagues should follow 

if they wish to raise a concern about 
malpractice within the organisation. 

Ofcom has updated its assessment 
and reward processes to ensure 
colleagues agree clear objectives 
for both performance and their 
ongoing development. The number 
of development activities delivered 
across the organisation during the 
period exceeded 500.

BRITAIN’S TOP EMPLOYERS
Of 79 organisations identified  
as ‘top employers’ in a UK  
survey, Ofcom made it into  
the top 30. This award demonstrates 
and recognises the progress we  
have made as an organisation in 
being able to attract and retain  
the best people.

DIVERSITY AND CORPORATE  
SOCIAL RESPONSIBILITY
A Head of Diversity and Corporate 
Social Responsibility was appointed 
in January 2008. This role formally 
brings together the Diversity and 
community based CSR agendas. 
Ofcom has introduced a Diversity 
Action Plan which sets out how 
Ofcom plans to promote diversity 
across the organisation. Ofcom  
also undertook Diversity Champions, 
Race for Opportunity, Opportunity 
Now and Disability Standard 
benchmarking to measure its 
performance on sexual orientation, 
race, gender and disability equality 
in the workplace. Ofcom was the 
third most improved organisation 
in the Stonewall 2008 Workforce 
Equality survey, moving up from 
165th to 51st position.

Ofcom has introduced a  
Colleague Volunteer Scheme  
to enable colleagues to volunteer 
in a range of activities in the 
local community; it has been 
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very successful and has attracted 
considerable interest  
from colleagues.

Through the Reading Partners 
Scheme, Ofcom works with  
Charlotte Sharman Primary School 
to help a group of ten children 
with their reading. The Language 
Mentoring Scheme teams Ofcom 
with Bacon City Technical College  
to help pre-GCSE pupils with  
their conversational French.  
This scheme has been extended  
to include German language 
mentoring support as well. 

In response to the national 
shortage of young people entering 
engineering (particularly young 
women), St Saviour’s & St Olave’s 
School established a Girls’ Science 
and Engineering Club, which  
is being supported by a team  
of Ofcom engineers.

ENVIRONMENTAL ISSUES
Ofcom seeks to adopt sustainable 
practices throughout its operational 
work. In the light of growing concern 
over environmental issues Ofcom 
decided to develop a comprehensive 
approach to ensure that its activities 
were environment-friendly. As part  
of this approach Ofcom performed 
an initial carbon audit of its 
operations in late 2007, identifying  
a number of areas where it could 
make a positive difference. For 
example, power consumption of  
data services. Ofcom has already 
started work in the areas identified 
and during 2008/9 will undertake 
further analysis and develop a 
programme of enhancements to 
ensure that its operations adhere  
to best environmental practice.

Some of the steps already  
taken in 2007/8 to reduce emissions 

of the greenhouse gas, carbon 
dioxide, were:
• initiatives introduced to reduce 
printing and encourage recycling  
of waste;
• improvements in cycling facilities 
at Riverside House to encourage 
greener commuting;
• applying solar film to windows  
to reflect heat, reducing energy  
to cool space;
• running an information  
campaign to ensure colleagues 
switched off their PCs overnight; and
• purchasing electricity  
on green tariffs.

Alongside this Annual  
Report, Ofcom is publishing,  
in a separate document, the  
results of the commissioned  
carbon audit and Ofcom’s 
environmental commitments. 

STATEMENT ON HEALTH AND  
SAFETY POLICY AND PRACTICE 
The Chief Operating Officer 
has responsibility for health and 
safety within Ofcom. The Head of 
Financial Accounting is Chair of 
the Health and Safety Committee 
which meets quarterly and reports 
to the Operations Board. During 
the reporting period no injuries 
were reported to the Health and 
Safety Executive. Colleagues have 
completed bespoke e-Learning 
and line managers are increasingly 
involved in health and safety, which 
is particularly important in Ofcom’s 
higher risk work. 

DATA PROTECTION 
Ofcom is a Data Controller under 
the Data Protection Act 1998 
(‘the Act’) and is committed to 
processing all personal data securely 
in a manner which meets the 

requirements of the Act, including 
the data protection principles. Ofcom 
also has a data protection training 
programme to ensure all colleagues 
understand their responsibilities to 
comply with the Act and information 
handling practices. 

FREEDOM OF INFORMATION
Under the Freedom of Information 
Act 2000, which established a 
general right of access to all types  
of recorded information held  
by public authorities, Ofcom has 
continued via its publication scheme 
to make a wide range of information 
readily accessible on its website. 
During the period under review, 
Ofcom received 848 requests for 
information and, in keeping with  
the Act’s purpose to foster a culture 
of openness, Ofcom provided all  
or part of the information requested 
in 77 per cent of cases. 

GOING CONCERN
Based on normal business planning 
and control procedures, the Board 
has a reasonable expectation that 
Ofcom has adequate resources to 
continue in operational existence 
for the foreseeable future. For this 
reason, the Board continues to adopt 
the going concern basis for preparing 
the financial statements.

David Currie
Chairman

Ed Richards
Chief Executive
17 June 2008
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CHARITABLE DONATIONS	
During the financial year 
2007/8, Ofcom raised £4,375 
in charitable donations.

Of this amount, £2,374 was 
raised via donated gifts for  
St. Mungo’s, an organisation  
for the homeless based locally  
in Southwark.

The Annual Art Reception 
raised a further £2,001, which 
was donated to the children’s 
charity, Kids Company.  
Kids Company provides 
practical and emotional support 
for children and young people 
who experience significant 
psychosocial difficulties because 
their parent is unable to 
function as a caring adult.
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The Ofcom Board

David Currie
David Currie is the Non-Executive Chairman of Ofcom. He is also a Member of Ofcom’s Audit and 
Remuneration Committees and Chairman of the Nominations Committee. He was Professor of 
Economics at London Business School from 1988 to 2000 and Deputy Dean from 1992 to 1995 and 
again in 1999-2000. David Currie was Dean of Cass Business School at City University from January 
2001 to April 2007. He is Chairman of Trillium Investment Partners, a Board member of the Dubai 
Financial Services Authority and of the London Philharmonic Orchestra, and an adviser to Unisys. 
He sits on the cross-benches in the House of Lords as Lord Currie of Marylebone.

Ed Richards
Ed Richards is the Chief Executive of Ofcom. He was previously Ofcom’s Chief Operating Officer. 
Prior to joining Ofcom, he was Senior Policy Advisor to the Prime Minister for media, telecoms, 
internet and e-govt. Before that he was Controller of Corporate Strategy at the BBC. He also worked 
in consulting at London Economics Ltd, as an advisor to Gordon Brown MP and began his career  
as a researcher with Diverse Production Ltd, where he worked on programmes for Channel 4.  
He currently serves as a Non-Executive Board Member of the Donmar Warehouse Theatre.

Philip Graf CBE 
Philip Graf is the Non-Executive Deputy Chairman of Ofcom. He is also a Member of Ofcom’s 

Remuneration, Nominations and Audit Committees and Chair of Ofcom’s Content Board, Radio 
Licensing Committee and Content Sanctions Committee. Philip Graf joined the Liverpool Daily Post 

and Echo in 1983, which became Trinity International Holdings in 1985. He subsequently became 
Chief Executive in 1993 and was appointed Chief Executive of Trinity Mirror Group when the 

company merged with the Mirror Group in 1999 – a position he held until February 2003. He is a 
former Chair of the Press Standards Board of Finance and of the Broadband Stakeholder Group.  

He is currently a partner at Praesta Partners LLP and a Non-Executive Director of Archant Limited.

Millie Banerjee CBE
Millie Banerjee is a Non-Executive Member of Ofcom. She is also Chair of Ofcom’s Remuneration 

Committee and a Member of Ofcom’s Content Board and Nominations Committee. Previously she 
spent 25 years with BT, culminating at Director level in BT Products and Services Division, followed by 

being Senior Vice President for ICO Global Communications. She has been a member of the Strategy 
Board of the Cabinet Office and has held several non-executive appointments including the Strategic 

Rail Authority, the Sector Skills Development Agency, Channel 4 TV and the Prisons Board. She has 
also been a Board Member of Focus, a member of the governing body of South Bank University 

and a Commissioner for Judicial Appointments, the Chair of Carnegie UK Trust and a Member of the 
Advisory Board of Tanaka Imperial College Business School. She is currently the Chair of Postwatch.
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Mike McTighe
Mike McTighe is a Non-Executive Member of Ofcom and is a Member of Ofcom’s Remuneration 
Committee. He was appointed to the Ofcom Board on 1 September 2007. Previously he was 
Chairman & CEO of Carrier1 International SA, and before that Executive Director & Chief Executive, 
Global Operations of Cable & Wireless plc. He is currently Chairman of Pace Micro Technology plc, 
Chairman of Volex Group plc, a director of London Metal Exchange Holdings Ltd, a non-executive 
director of Alliance & Leicester plc, and Chairman of a number of privately held technology companies. 

Tim Gardam
Tim Gardam is a Non-Executive Member of Ofcom and is a Member of Ofcom’s Nominations 

Committee. He was appointed to the Ofcom Board on 1 January 2008. He had a 25-year career in 
broadcasting starting at the BBC where he was editor of Panorama and Newsnight before becoming 

Head of Current Affairs and Weekly News. He was a part of the first senior management team at Five 
and was Director of Programmes at Channel 4. He was the author of the DCMS Review of BBC Digital 

Radio Services in 2004, a member of Lord Burns’ Advisory Panel on the BBC Charter Review and a 
Director of SMG plc from 2005-7. He has been the Principal of St Anne’s College, Oxford since 2004. 

Colette Bowe 
Colette Bowe is a Non-Executive Member of Ofcom and is a Member of Ofcom’s Audit Committee. 
She was appointed to the Board of Ofcom on 1 January 2008. Colette Bowe trained as an economist 
and has held a number of senior roles in the public and private sectors. She began her career at 
the Department of Trade and Industry and subsequently worked at the Independent Broadcasting 
Authority, the Securities and Investment Board, as Chief Executive of the Personal Investment 
Authority and as Executive Chairman of the European Asset Management Business at Robert Fleming. 
She chaired Ofcom’s Consumer Panel from its inception in 2003 to December 2007. She is currently  
a Board Member of Axa Framlington, Morgan Stanley Bank International, Electra Private Equity plc 
and London and Continental Railways. She is Chairman of Council at Queen Mary College, London.

Philip Rutnam
Philip Rutnam joined Ofcom in May 2003 and was appointed to the Ofcom Board as an Executive 

Member on 1 April 2007. He has specific responsibilities for the development of Ofcom’s spectrum 
policy. A former senior Treasury official, his career includes working in corporate finance at  

Morgan Stanley in Hong Kong, a period as Private Secretary to the Financial Secretary at the  
Treasury and responsibility for the Treasury’s interest in business and enterprise.

Sara Nathan
retired from the Board  
on 31 December 2007. 

Stephanie Liston 
resigned from the Board  
on 31 March 2008. 

Ian Hargreaves
resigned from the Board  
on 31 May 2008. 
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However, its principles provide  
a useful benchmark for  

all bodies wishing to make a 
statement about their corporate 
governance performance.

Ofcom has complied with the main 
principles of the Combined Code 
during the period 1 April 2007 to 
31 March 2008. To this end, Ofcom 
will continue to adopt the principles 
of the code where it is either capable 
of doing so, or it is appropriate to do 
so, given its status as an independent 
statutory corporation. 

Board Members’ 
Remuneration
Details of Members’ remuneration 
are set out on pages 65 to 70.

Board
The Ofcom Board comprises  
both Executive and Non-Executive 
Members. The Chairman and  
Non-Executive Members of the 
Ofcom Board are appointed jointly 
by the Secretaries of State for 
Business, Enterprise and Regulatory 
Reform and for Culture, Media and 
Sport for a period of up to five years. 
Ofcom’s Nominations Committee 
has assisted both Departments by 
working with them in the selection 
process for the appointment of  
new Non-Executive Members. 
Executive Members of the Board  
are appointed by the Chairman  
and all of the independent  
Non-Executive Members. Members’ 
biographical details are set out on 
pages 52 and 53.

Ofcom has adopted a unitary 
Board model. The Board currently 
consists of six Non-Executive 

Members including the Chairman, 
who is responsible for running the 
Board, and two Executive Members 
including the Chief Executive.  
The Board is responsible and 
accountable for the discharge of 
Ofcom’s statutory functions and 
provides strategic leadership and 
manages overall control of Ofcom’s 
activities. Members’ duties and 
responsibilities are set out in a 
Members’ Code of Conduct.  
A register of Members’ interests  
is available on the Ofcom website.

For the purposes of adopting the 
principles of the Combined Code:
• the Board considers all of the 
Non-Executive Members to be 
independent of management  
and free of any business or  
other relationship which could 
materially interfere with the  
exercise of their judgement;
• the Board believes that the 
Members have, between them,  
a wide range of experience which 
ensures an effective Board to  
lead and control Ofcom;
• the Non-Executive Members 
comprise a majority of the Board. 
Millie Banerjee is regarded as  
being the senior Non-Executive 
Member for the purposes of the 
Combined Code;
• on appointment all Members 
are given a full induction on their 
responsibilities and thereafter  
receive further guidance and 
briefings as and when required;
• the Board meets at regular 
intervals during the year.  
The Board reserves certain  
matters to itself but otherwise 
delegates specific responsibilities  

Corporate Governance

As an independent 
statutory corporation 
without shareholders, 
established under 
the Office of 
Communications  
Act 2002, Ofcom  
is not subject to  
the Combined 
Code on Corporate 
Governance 
published by the UK  
Listing Authority.
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The composition and main 
functions of these principal 

Committees are described below.

The Content Board 
Section 12(1) of the Communications 
Act requires Ofcom to establish a 
Content Board. It has delegated and 
advisory responsibilities for a wide 
range of broadcasting content issues 
and media literacy.

The Content Board meets monthly 
and held 11 meetings during the  
year. The Members of the Content 
Board are:
• Philip Graf (Chair)
• Adam Singer (Deputy Chair)
• Richard Ayre 
• Sue Balsom 
• Millie Banerjee 
• Chris Banatvala 
• Pam Giddy 
• Anthony Lilley 
• Dr. Paul Moore 
• Stewart Purvis (appointed 03/12/07)
• Joyce Taylor 
• Kath Worrall  
(Chair of Fairness Committee)

Tim Suter resigned from the 
Content Board on 30 November 
2007. Chris Banatvala and  
Stewart Purvis are the only 
Executive Members of the  
Content Board.

During the year the Content  
Board played a major role in a 
number of key areas.

It contributed substantially to  
the development of the first phase  
of Ofcom’s Public Service Broadcast 
review with a particular interest  
in the Nations and Regions. It also 
contributed to Shaping the Future of 

to senior managers and committees. 
The role of executive management  
is to implement Board policies.  
The work of both the Board  
and Executive is informed by  
the contributions of a number  
of advisory bodies;
• the Board is supplied in a timely 
manner on a regular basis with 
information in a form and of a 
quality appropriate to enable it  
to discharge its functions; and
• all Members have access to the 
Secretary to the Corporation,  
who is responsible to the Board  
for ensuring that correct rules  
and procedures are followed.  
All Members have access to  
advice from independent 
professionals at Ofcom’s expense.

The Board undertook an 
evaluation of its performance  
during March 2008 utilising the 
services of external consultants,  
Egon Zehnder.

In general terms, the Chairman 
manages the Board to ensure that:
• Ofcom has appropriate objectives 
and an effective strategy;
• the Chief Executive’s team is  
able to implement the strategy;
• there are procedures in place  
to inform the Board of performance 
against objectives; and
• Ofcom is operating in accordance 
with the highest standards of 
corporate governance.

Ofcom’s Annual Report is sent 
to the Department for Business, 
Enterprise and Regulatory Reform 
which lays copies of it before each 
House of Parliament, to which 
Ofcom is accountable.  

 

Board Committees

In the exercise of 
its powers under 
the Office of 
Communications 
Act 2002, the Board 
delegates certain  
of its responsibilities 
to the Executives 
within Ofcom 
and certain 
responsibilities to 
Board Committees 
with clearly defined 
authority and terms 
of reference. 
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Board Committees

Radio and New News, Future News 
documents. In each case Content 
Board members contributed 
individually as well as collectively  
to the process.

The Content Board’s other major 
role was in the development of 
Ofcom’s media literacy strategy  
and subsequently its contribution  
to the Byron Review, where the 
Board oversaw Ofcom’s input to  
the review team.

The issues surrounding telephone 
Premium Rate Services in  
television were a major focus for 
Ofcom for a large part of the year. 
Richard Ayre led an inquiry into 
the issues connected to PRS and 
the resulting policy proposals have 
toughened licence requirements  
for television broadcasters to  
protect consumers.

Kath Worrall, Chair of the 
Fairness Committee, led a project  
as a result of which guidelines  
for the use of children in  
television programmes were 
significantly strengthened.

Members of the Content Board  
are also members of the Radio 
Licensing Committee and took 
part in a very busy year for both 
the Sanctions and Fairness and 
Privacy Committees. During the 
period under review, 27 cases 
were considered by the Fairness 
Committee and the Content 
Sanctions Committee applied 
sanctions in 11 cases. These included 
several high profile cases including: 
Celebrity Big Brother; Undercover Mosque; 
Richard and Judy and GMTV. Full 
details of the work of the committees 
are given on pages 42 and 43.

The Executive Committee
ExCo is the senior executive team 
responsible for overseeing the 
management of Ofcom. Its core 
focus is on setting direction for 
the organisation, financial and 
administrative decision-taking 
and monitoring. Its policy-making 

responsibilities are limited to 
management policy only.
The members of ExCo are:
• Ed Richards (Chair)
• Jill Ainscough  
(appointed 07/08/07)
• Stuart McIntosh  
(appointed 28/01/08)
• Peter Phillips
• Stewart Purvis  
(appointed 03/12/07)
• Philip Rutnam
Tim Suter resigned from Exco  
on 3 May 2007. The following 
colleagues resigned from ExCo on 
18 December 2007: Janet Campbell, 
Rona Chester, Graham Howell,  
Peter Ingram and Dominic Morris. 
Ian Hargreaves resigned from  
ExCo on 31 May 2008.

Other senior Ofcom colleagues  
are invited to attend meetings  
of ExCo on an ad-hoc basis.

The Audit Committee
The Audit Committee comprises 
three Non-Executive Members  
of the Ofcom Board and an 
independent external Non-Executive 
Chair. The members of the  
Audit Committee are:
• Peter Teague (Chair)
• David Currie
• Philip Graf 
• Colette Bowe  
(appointed 06/02/08)

Stephanie Liston resigned from  
the Committee on 31 March 2008.

Peter Teague, the external 
independent Chair, is a qualified 
chartered accountant and satisfies 
the requirement under the 
Combined Code that one Member 
of the Committee has relevant 
financial experience. The additional 
requirements of the Combined 
Code are met to the extent that 
three Members of the Committee 
are independent Non-Executive 
Members of the Ofcom Board.

The Chief Executive and Finance 
Director are invited to attend 
Committee meetings, as are the 

internal and external auditors.  
The Chairman of the Audit 
Committee reports the outcome  
of Audit Committee meetings  
to the Ofcom Board through the 
Chairman of Ofcom, David Currie, 
and meets with the Ofcom Board  
at least once a year.

The main duties of the Audit 
Committee are to:
• review and direct the internal  
audit function and the appointment 
of the internal auditors;
• review the nature and scope of  
the external audit and the findings  
of the external auditors;
• monitor and review, on behalf  
of the Board, the effectiveness  
of the systems of internal control  
and risk management;
• monitor and review, on behalf of 
the Board, the integrity, quality and 
reliability of the financial statements, 
Annual Plan and Accounts;
• continually review the scope and 
results of both internal and external 
audits; and
• approve the financial  
authority framework.

The internal audit function is 
carried out independently from 
Ofcom by KPMG. The Audit 
Committee believes it is appropriate 
for the internal auditors, in  
addition, to provide Ofcom with 
specific advice on internal risks.  
The provision of other services  
by KPMG to Ofcom is decided  
on a case-by-case basis. The external 
audit function is carried out by the 
National Audit Office.

The Audit Committee met four 
times during the year. The terms  
of reference are available on the 
Ofcom website.

Peter Teague is paid £5,033  
per annum for the provision  
of his services as Chair of the  
Audit Committee. Peter Teague 
received an additional £5,033 
for overseeing an independent 
monitoring of Ofcom’s IS 
Reorganisation Programme.
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The Remuneration 
Committee
The Remuneration Committee 
consists of four Non-Executive 
Members of the Ofcom Board. 
The members of the Remuneration 
Committee are:
• Millie Banerjee (Chair)
• David Currie
• Philip Graf 
• Mike McTighe  
(appointed 06/02/08)

Sara Nathan resigned from the 
Committee on 31 December 2007.

The Chief Executive and the  
HR Director attend meetings  
at the invitation of the  
Remuneration Committee.

The Committee advises Ofcom  
on the remuneration and terms  
and conditions of service for the 
Chief Executive, other Executive 
Members of the Board and  
Members of the Executive 
Committee. The Committee also 
advises Ofcom on the terms and 
conditions of the part-time members 
of the Content Board, the Consumer  
Panel, the Advisory Committee  
for Older and Disabled Persons  
and the four Advisory Committees 
for the Nations and Regions. 

The Committee oversees the 
process for determining the terms 
and conditions of all other Ofcom 
colleagues. The Committee also 
oversees and decides upon issues 
relating to the pension arrangements 
established by Ofcom for all  
Ofcom colleagues.

The Remuneration Committee 
meets as and when required.  
During the period the Committee 
met six times. The Chairman of the 
Remuneration Committee reports 
the outcome of the Remuneration 
Committee meetings to the Board.

The remuneration of Non-Executive 
Members of the Ofcom Board 
is determined by the Secretaries 
of State for Business, Enterprise 

and Regulatory Reform and for 
Culture, Media and Sport and is 
set out in detail in Note 2 to the 
Remuneration Report. Should it be 
necessary for Ofcom to consider any 
aspect of Non-Executive Member 
remuneration a Non-Executive 
Member Remuneration Committee 
has been established consisting of the 
Chief Executive, the HR Director 
and the Corporation Secretary which 
will meet and report directly to the 
Secretaries of State as appropriate. 
Consequently, no Board Member is 
involved in the setting of his or her 
own remuneration.

The Remuneration Report on 
pages 65 to 71 sets out Ofcom’s 
application of the relevant principles 
of the Combined Code.

The Nominations 
Committee
The Nominations Committee 
comprises four Non-Executive 
Members of the Ofcom Board.  
It was established in 2007 and  
its members are:
• David Currie (Chairman)
• Philip Graf 
• Millie Banerjee 
• Tim Gardam  
(appointed 06/02/08)

The Committee works with the 
Departments for Business, Enterprise 
and Regulatory Reform and for 
Culture Media and Sport on the 
process for selecting Non-Executive 
Members for the Ofcom Board  
and makes recommendations to all 
the Non-Executive Members of the 
Ofcom Board on Executive Member 
appointments. The Committee meets 
as and when required.

The Fairness Committee 
And Content Sanctions 
Committee
Both these committees are made  
up of members drawn from the 
Content Board. On occasions,  

the Content Sanctions Committee 
invites additional members from  
the Ofcom Board.

Both Committees have a 
permanent Chair who, during  
the period, was Kath Worrall  
for the Fairness Committee  
and Philip Graf for the Content  
Sanctions Committee. 

The Committees meet as and when 
required and details of their activities 
can be found on pages 42 and 43.

Radio Licensing Committee
The Radio Licensing Committee  
has delegated authority from the 
Ofcom Board to discharge Ofcom’s 
functions in relation to radio  
(sound) broadcasting licensing.  
The Committee’s responsibilities 
include decisions on the award  
of new and readvertised radio 
licences, and on licence variations 
and revocations

Philip Graf chairs this committee. 
Its membership consists of two 
permanent Non-Executive Members 
of the Content Board: Joyce Taylor 
and Pam Giddy, and four Ofcom 
colleagues. It meets monthly and 
details of its activities can be found 
on pages 23 and 24.

Community Radio  
Fund Panel
Section 359 of the Communications 
Act 2003 makes it possible for a fund 
for community radio operators to be 
set up, and for Ofcom to administer 
it and “make such grants as they 
consider appropriate” to community 
radio licensees. The Panel meets as 
required to examine applications  
and make awards from the Fund.  
It is independent of the Ofcom Radio 
Licensing Committee (RLC) which 
awards community radio licences. 

The Panel has three non-executive 
members: Kevin Carey (Chair), 
Richard Hilton and Thomas Prag.  
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The Consumer Panel 
Section 16 of the Communications 
Act 2003 requires Ofcom to establish 
a Consumer Panel.

Independent of Ofcom and 
operating at arm’s length from it, 
the Panel exists to advise Ofcom on 
consumer interests in the markets 
it regulates. The Members of the 
Consumer Panel are:
• Anna Bradley  
(Chairman, appointed 10/01/08)
• Ruth Evans (Deputy Chairman)
• Fiona Ballantyne
• Roger Darlington
• Simon Gibson OBE
• Graham Mather 
• Kevin McLaughlin
• Jeremy Mitchell 
• Kate O’Rourke 
• Bob Twitchin 
• Allan Williams 

Colette Bowe resigned from the 
Committee on 31 December 2007. 

While Ofcom provides the 
Consumer Panel with operational 
support, the Panel holds its own 
budget and sets its own priorities  
on the basis of its statutory remit.

Ofcom and the Consumer 
Panel have jointly agreed a 
Memorandum of Understanding. 
This memorandum establishes the 
principles that both bodies agree  
to adopt in their relations and 
dealings with each other and  
affirms the independence of  
the Panel from Ofcom.

During 2007/8 the Consumer 
Panel shaped a broad range of 
Ofcom’s policy work on issues  
that affected consumers or citizens 
in the communications markets. 
The Panel also worked on wider 
communications issues, using 

research to engage with other 
stakeholders on digital switchover, 
children and the internet and 
an exploration of Britain’s 
technologically knowledgable 
consumers. A key priority area of 
work was to publish a report of the 
use within Ofcom of the Panel’s 
Consumer Interest Toolkit, and to 
work with the European Commission 
(EC) to secure the adoption of a 
streamlined version of the Toolkit 
in EC policy-making. The other 
major priority for the Panel was 
next generation access, on which the 
Panel has co-sponsored research with 
the Broadband Stakeholder Group 
and the Department for Business, 
Enterprise and Regulatory Reform 
on the economic and social value  
of next generation broadband.

The Consumer Panel published 
its 2007/8 Annual Report on its 
activities in June 2008. The Report 
and further details of the Panel’s 
work can be found online at  
www.ofcomconsumerpanel.org.uk.

The Ofcom Spectrum  
Advisory Board 
The Ofcom Spectrum Advisory 
Board (OSAB) was established in 
2004 to provide independent advice 
to Ofcom on strategic spectrum 
management issues. OSAB meets five 
to six times a year. The Members of 
OSAB are:
• Sir David Brown (Chair)
• Dr David Cleevely
• Professor Leela Damodaran
• Professor Barry Evans
• Debbie Gillatt
• Phillipa Marks
• Dr Robert Pepper  
(appointed 21/05/07)

• Professor Simon Saunders 
(appointed 21/05/07)
• Andrew Sleigh
• Professor Will Stewart
• Professor Peter Swann  
(appointed 21/05/07)
• Dr Walter Tuttlebee
• Professor Tommaso Valleti 
(appointed 21/05/07)

Professor Martin Cave,  
Stephen Lowe, Professor  
Mike Short, Stephen Temple CBE 
and Dr Gary Tonge all retired from 
the Committee in May 2007. 

Activities carried out by the 
Committee during the year included:
• spectrum auctions and 
liberalisation;
• Ofcom’s Research and 
Development programme;
• input into the Digital Dividend 
Review;
• World Radio Conference;
• assisting Ofcom in formulating 
its strategic planning with regard to 
spectrum;
• keeping watch on emerging 
technologies such as cognitive radio;
• considering the impact of the 
Ofcom Annual Plan; and
• advising Ofcom on the UHF 
Digital Dividend Spectrum.

OSAB’s Annual Report, covering 
its activities during its fourth year 
was published on 21 May 2008 and 
can be found on the OSAB website at 
www.osab.org.uk

The Advisory  
Committee for Older  
and Disabled Persons
Section 21(1) of the Communications 
Act 2003 requires Ofcom to establish 
a Committee to advise Ofcom on 
issues in the communications sector 

Non-Board Committees
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that particularly impact on older and 
disabled people. The Committee 
meets at least four times a year and 
undertakes specific pieces of work 
in sub-groups. During the year the 
Members of the Committee were:
• Mike Whitlam CBE (Chair)
• Professor Janet Askham  
(Deputy Chair)
• Simon Cramp
• Caroline Ellis
• Jonathan Kaye
• Dr Laura Muir
• Robert Peckford
• Suneel Shivdasani
• David Sindall
• Ross Trotter
• John Welsman
• Nicholas Young

In its fourth year, the Committee 
has continued to advise Ofcom  
to ensure that older and disabled 
people are equal players and 
full participants across current 
and emerging convergent 
telecommunications and 
broadcasting technologies, new 
media platforms and digital and 
traditional broadcast media. It has 
provided specific advice to Ofcom 
on its consultations on Future 
Broadband, Participation TV, 
proposals for the Co-Regulation of 
Equal Opportunities and Ofcom’s 
Annual Plan for 2008/9 and has 
continued to advise Ofcom across 
the range of its other responsibilities, 
including Ofcom’s Consumer Policy 
and Media Literacy programmes, 
and Ofcom’s input to the review of 
the EU Electronic Communications 
Framework Directives. ACOD will 
continue to monitor the effectiveness 
of Ofcom’s Disability Equality 
Scheme and, particularly, to ensure 
that age and disability considerations 
are factored into all of Ofcom’s 
regulatory and policy decisions.  

The Advisory Committees 
for the Nations and Regions 
Section 20 of the Communications 
Act 2003 requires Ofcom to 
establish Advisory Committees 
for the different Nations in the 
United Kingdom. The function 
of each Committee is to provide 
advice to Ofcom about the interests 
and opinions, in relation to 
communications matters, of people 
living in the part of the UK for which 
the Committee has been established. 
Committees were established for the 
English Regions, Northern Ireland, 
Scotland and Wales during the early 
part of 2004.

The membership of each 
Committee is as follows:

English Regions
• Suzy Brain England (Chair)
• Gita Conn OBE JP 
• Sue Farrington 
• John Hooper CBE 
• Derek Inman 
• Don Jayasuriya 
• Azam Mamujee 
• Jessica Mann 
• Anne Scorer 
• Alan Wright 

Scotland
• Thomas Prag (Chair)
• Laura Alexander  
(appointed 01/04/07)
• Andrew Anderson  
(appointed 01/04/07)
• Andrew Jones  
(appointed 01/03/08)
• Andrew Muir
• Julie Ramage
• Professor Philip Schlesinger
• Mike Shaw (appointed 01/03/08)

Susan Neal, Selma Rahman and 
Martin Robertson all retired from 
the Committee in February 2008.

 Northern Ireland

• Professor R. Wallace Ewart OBE 
(Chair)
• Paul Cavanagh  
(appointed 01/03/08)
• Jim Dougal  
(appointed 01/10/07)
• Isolde Goggin  
(appointed 01/10/07)
• Lesley Holmes  
(appointed 01/03/08)
• Maire Killoran  
(appointed 01/10/07)
• Libby Kinney  
(appointed 01/10/07) 
• Billy McClean  
(appointed 01/10/07)
• Sally Montgomery  
(appointed 01/10/07)
• Dr Leslie Orr
• Ben Preston  
(appointed 01/03/08)

Sinead Boyle, Brian Collins,  
Carol Burrows, Michael McKernan, 
Jane Morrice, Una Murphy and 
Professor Gerard Parr all retired 
from the Committee in September 
2007. Dr David Elliott and  
Glyn Roberts retired from the 
Committee in February 2008.  
Libby Kinney has not attended 
meetings since 10/12/07 while  
she is on secondment to the BBC 
Trust Unit in Northern Ireland.

Wales
• Professor Tony Davies (Chair)
• Julie Barton
• Charlie Bass
• Nick Bennett
• Ian Clarke
• John Davies
• Mark Elliott
• Glyn Mathias
• Gary Partridge

The fees for members of non-Board 
Committees are linked to the 
recommendations of the Senior 
Salaries Review Body for senior  
Civil Service pay.  
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THE BOARD’S RESPONSIBILITIES
Under the terms of the Office  
of Communications Act 2002, 
the Board is required to prepare 
a Statement of Accounts for each 
financial year. This conforms with 
the Accounts Direction issued by 
the Secretaries of State for Business, 
Enterprise and Regulatory Reform 
and for Culture, Media and Sport. 
The Board is also responsible for 
sending a copy of the Statement  
of Accounts to the Comptroller  
and Auditor General.

This Statement of Accounts is 
prepared, in so far as applicable, 
in accordance with the Companies 
Act 1985 and the United Kingdom 
accounting standards. The Statement 
of Accounts is prepared on an 
accruals basis and must give a true 
and fair view of the state of affairs  
of Ofcom as at the end of the 
financial year and of its income  
and expenditure, recognised gains 
and losses and cash flows for the 
financial year.

The Board confirms that  
in preparing this Statement  
of Accounts it has observed the 
relevant accounting and disclosure 
requirements, applied suitable 
accounting policies on a consistent 
basis, made judgements and  
estimates on a reasonable basis, 
followed applicable accounting 
standards and prepared the 
statement of accounts on a  
going-concern basis.

The Board is responsible for 
ensuring that proper records are 
maintained which disclose with 
reasonable accuracy at any time 
the financial position of Ofcom and 
enable it to ensure that the  
Statement of Accounts complies  
with the Companies Act 1985.  
In addition, the Board is responsible 
for safeguarding Ofcom’s assets  
and hence for taking reasonable  
steps for the prevention and detection  
of fraud and other irregularities.

CHIEF EXECUTIVE’S RESPONSIBILITIES
The Chief Executive is appointed  
by the Board who delegate  
to him responsibility for the  
day-to-day management of Ofcom.  
The Secretaries of State for Business, 
Enterprise and Regulatory Reform 
and for Culture, Media and Sport 
have designated the Chief Executive 
as Ofcom’s Accountable Officer. 
He is not formally appointed as the 
Accounting Officer in Government 
terms, however the appointment 
carries with it duties of responsibility 
in respect of regularity, propriety, 
value for money and good financial 
management and the safeguarding  
of public funds.

The Chief Executive has specific 
responsibilities for ensuring 
compliance with the terms of the 
Financial Memorandum issued by 
the Secretaries of State. He must  
also ensure proper accounting 

records are maintained and must 
sign the accounts.

As a Member of the Board, the 
Chief Executive has to ensure that 
his accountability responsibilities  
do not conflict with those as a  
Board Member. The Chief Executive 
may also be called upon by the 
Committee of Public Accounts and 
other Parliamentary committees  
to give evidence on the discharge  
of his duties.  

 

Statement of  
Responsibilities
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SCOPE OF RESPONSIBILITY
As Accountable Officer, I have 
responsibility for maintaining a 
sound system of internal control 
that supports the achievement of 
Ofcom’s policies, aims and objectives, 
while safeguarding the public 
funds and Ofcom’s assets for which 
I am personally responsible, in 
accordance with the responsibilities 
assigned to me in Managing Public 
Money and in the Ofcom Financial 
Memorandum issued to me by the 
Secretaries of State for Business, 
Enterprise and Regulatory Reform 
and for Culture, Media and Sport.

I am required to advise the 
Board if any action would infringe 
upon the requirements of propriety 
or regularity or upon my wider 
responsibilities for value for money.

THE PURPOSE OF THE SYSTEM  
OF INTERNAL CONTROL
The system of internal control  
is designed to manage risk to  
a reasonable level rather than  
to eliminate all risk of failure  
to achieve policies, aims and 
objectives. It can therefore only 
provide reasonable and not absolute 
assurance of effectiveness. Ofcom’s 
system of internal control is based  
on an ongoing process designed to:
• identify and prioritise risks to  
the achievement of Ofcom’s policies, 
aims and objectives;
• evaluate the likelihood of those 
risks being realised and their impact 
should they be realised;

• manage those risks efficiently, 
effectively and economically; and
• integrate risk management  
into Ofcom’s wider set of 
management processes.

The system of internal control 
based on the above objectives has 
been in place in Ofcom for the year 
ended 31 March 2008 and up to 
the date of approval of the Annual 
Report and Accounts and accords 
with Treasury guidance.

CAPACITY TO HANDLE RISK
Ofcom has developed an effective 
risk management strategy around 
four key principles:
• clear ownership of roles and 
responsibilities;
• establishment of corporate systems 
to identify, report and evaluate  
risks and their potential impact; 
• ensuring colleagues have the 
appropriate skills to identify and 
assess the potential for risks to arise 
in the delivery of Ofcom’s remit; and
• the creation of a culture which 
supports well-managed risk-taking 
where to do so is likely to lead  
to sustainable improvements in 
service delivery.

Ofcom recognises, however,  
that organisational risk tolerance 
will vary dependent on the 
circumstances. Ofcom remains 
highly risk averse in certain areas  
of its core operational activities  
but will tolerate, or even encourage, 
greater risk-taking in other, more 
policy-focused areas in order to 

achieve beneficial changes for  
citizens and consumers. This 
acceptance of a higher level of  
risk does not, of course, override  
the need for a full evaluation of  
such risk before such activities  
are undertaken, nor override the 
need to take appropriate actions  
to manage risk effectively within  
the tolerances adopted.

Ofcom has therefore developed 
appropriate processes for the 
systematic identification, evaluation 
and control of risk and has further 
enhanced these in 2007/8.

THE RISK AND  
CONTROL FRAMEWORK
Executive Committee role
Under Ofcom’s risk management 
arrangements the Executive 
Committee has a key role in 
managing Ofcom’s risk profile  
and considering the main risks  
which might prevent achievement  
of its policies, aims and objectives. 
The Committee met weekly for  
most of 2007/8 and is the most senior 
internal management committee of 
Ofcom. To reflect Ofcom’s maturing 
management arrangements, the 
Committee moved to monthly 
meetings from February 2008 
onwards with a newly reconstituted 
Operations Board, meeting every 
two weeks, taking on more of the 
decision-making processes.

All members of the Executive 
Committee are committed to 
undertake regular reviews of the 

Statement on  
Internal Control
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major areas of risk for which they 
are responsible and to work with 
their teams to ensure that all Ofcom 
colleagues are able to identify and 
highlight risks attached to their  
areas of activity and to take 
appropriate action to manage  
such identified risks. 

This identification process is 
intended to establish the priority 
policy and operational risks which 
could affect Ofcom’s ability to deliver 
its Annual Plan objectives. Actions  
to address priority risks are reviewed 
by the Executive Committee on  
a monthly basis and, periodically,  
the list of priority risks is reviewed  
to assess its continuing relevance  
with risks added or removed  
as appropriate.

In addition, individual risk 
registers have been maintained, 
in an appropriate form, for 
each functional area within the 
organisation. Members of the 
Executive Committee are responsible 
for managing the risks in their 
areas. They must do so in a manner 
in keeping with Ofcom’s overall 
tolerance of risk.

As part of the annual planning 
process carried out in relation to 
2008/9, all projects have been 
assigned a risk ranking to help 
prioritise Ofcom’s forthcoming work. 
All project managers are required 
to identify risks attached to their 
projects and to put in place measures 
to manage such identified risks,  
and a section within decision  
papers is designed to make key  
risks and their management visible  
to decision makers.

The Directorate of Planning  
and Development is responsible  
for the overall co-ordination  

of the risk identification and 
assessment process and works  
with the Executive Committee  
and the project teams on risk 
identification and management.

Ofcom’s profile of prioritised  
risks is reviewed annually following 
the business planning cycle.

Risk management reporting 
and reviews
Actions identified, implemented and 
embedded into Ofcom include:
• a weekly report by the 
Communications Director and 
Director of the Chief Executive’s 
Office of current concerns in  
terms of stakeholder relations;
• a monthly Management 
Information report circulated 
to all members of the Executive 
Committee which incorporates:
–	 the register of priority risks 

updated by the Executive 
Committee risk owners.  
Each month this is reviewed  
by the Executive Committee  
to help monitor risks at  
a corporate level; and

–	 exception-based reporting  
of other high and medium  
level risk status projects across  
the organisation, litigation  
risks, financial and other 
operational risks.

• a review at each meeting of 
the Audit Committee of Ofcom’s 
litigation risks and security risks.  
The Committee annually reviews 
Ofcom’s financial statements and 
committee members regularly receive 
Ofcom’s monthly management 
information pack; 
• an annual risk review to analyse 
the adequacy of the risk identification 
and monitoring process, based on 

the Government’s Risk Management 
Assessment Framework;
• an annual review and discussion 
of internal controls by the Board 
with the Chairman of the Audit 
Committee; and
• the carrying out of impact 
assessments (as required by the 
Communications Act 2003)  
designed to identify, inter alia,  
the risks attached to proposed 
policies to be introduced by Ofcom.

Ofcom has taken action during 
2007/8 to tighten security over its 
handling of personal and sensitive 
information. Further steps to ensure 
continued security of information 
will be taken during 2008/9.

INTEGRATED APPROACH  
TO RISK MANAGEMENT
Risk management processes, set 
out in a risk management policy 
document incorporating risk 
assessment criteria, are integrated 
into the project management system 
for policy projects. Other aspects  
of the integrated approach are set  
out below: 
• colleagues’ capacity to handle 
risk is reinforced by face-to-face 
risk management briefings for 
management teams in policy groups 
and by the continuing focus of 
management review boards on what 
could prevent delivery of planned 
outputs or achievement of policy  
or operational outcomes;
• during 2007/8 the role of steering 
groups was expanded including 
responsibility, where appropriate, 
for considering the risk approach 
relevant for projects within its remit 
and to review risk management 
actions at a more detailed level;
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• application of Treasury 
management policy and  
procedures aligned with  
the risk management policy; 
• appropriate controls on the 
delegated authorities from the  
Board to colleagues both to agree 
policy decisions and to commit  
to expenditure;
• an internal audit plan agreed 
annually between the Audit 
Committee and the internal auditors 
with regular reviews by the internal 
auditors of the appropriateness  
of Ofcom’s system of internal controls 
together with recommendations  
for improvement;
• the maintenance of a ‘whistle-
blowing’ or ‘protected disclosure’ 
policy to enable Ofcom colleagues 
to communicate concerns to 
an independent member of the 
Executive Committee;
• the operation of a security policy 
dealing with all aspects of security 
including personal, document and 
IS; and
• a Health and Safety Policy 
including required practices for  
risk assessment and management.

REVIEW OF EFFECTIVENESS
As Accountable Officer, I have 
responsibility for reviewing the 
effectiveness of the system of 
internal control. My review of the 
effectiveness of the system of internal 
control is informed by the executive 
managers within Ofcom who have 
responsibility for the development 
and maintenance of the internal 
control framework, the work of  
the internal auditors and comments 
made by the external auditors  
in their management letter and  
other reports.

The process that has been applied 
in maintaining and reviewing the 
effectiveness of the system of internal 
control is as follows:

The Board
The Board has overall responsibility 
for monitoring the effectiveness of 
Ofcom’s system of internal controls 
and receives regular reports from  
the Audit Committee.

The Audit Committee
The Audit Committee plays an 
important role in managing risk 
within Ofcom. It is constituted in 
line with Treasury guidance, with 
Non-Executive Members of the 
Ofcom Board on the Committee 
and an independent Non-Executive 
in the Chair with direct access to 
the Chairman of Ofcom. The Audit 
Committee reviews the effectiveness 
of the risk management process.  
It met four times during the year.

I am not a member of the 
Committee but attend most of  
its meetings, as do our internal 
auditors and our external auditors, 
the National Audit Office.  
The Committee’s terms of  
reference incorporate a right of 
access to the Chair for both the 
internal and external auditors.

Internal Audit
The internal audit function was 
outsourced to KPMG in November 
2003 and re-tendered and won by 
KPMG in 2006. It carries out its 
work in accordance with the Internal 
Audit plan that is approved by the 
Audit Committee and which is 
designed to allow internal audit to 
make a statement on the adequacy 
and effectiveness of Ofcom’s risk 

management, governance and 
control processes for the year.

The Audit Committee receives 
regular reports from internal audit. 
These reports identified a number  
of opportunities for improving 
controls and procedures, which 
management has responded  
to positively, and concluded  
in the year under review that,  
based on the work undertaken,  
Ofcom has a satisfactory system  
of risk management, governance  
and control.

Annual risk review
A number of recommendations 
arising from the risk review carried 
out in the first half of 2007/8 were 
addressed during the year, enhancing 
Ofcom’s risk profile and processes. 
These enhancements included: 
• a new role for steering groups: 
remit to include, as appropriate, 
agreeing risk approach with  
project teams;
• integrate risk refresh as part 
of 2008/9 strategy planning in 
September 2007 Board awayday;
• improving our prediction  
and response to emerging risks, 
through better understanding of 
stakeholders particularly regarding 
new business models;
• a more robust internal review 
and challenge of significant linked 
policy-implementation-operational 
activities; and
• more scenario planning to consider 
possible risks to policy outcomes and 
potential responses. 

OTHER ASSURANCE MECHANISMS
A number of financial control 
processes have been maintained. 
The Finance department produces 
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monthly management accounts 
which are reviewed by budget 
holders, the Executive Committee 
and Board on a monthly basis  
to identify departures from the 
original budget.

Ofcom re-forecasts its expenditure 
and outputs (primarily planned 
consultation documents and policy 
statements) on a quarterly basis to 
take into account changes in the 
work required to meet its strategic 
objectives and ensure that it operates 
within the financial targets of the 
Annual Plan. The Annual Plan is 
prepared following consultation 
with stakeholders and a rigorous 
internal approach involving project 
managers, the Executive Committee 
and final approval by the Board.

Capital expenditure projects are 
approved on an individual basis 
through presentation of a business 
justification, risk assessment and 
discounted cash flow forecast to 
the Operations Board, and, where 
they exceed certain expenditure 
thresholds, the Executive Committee 
and the Board.

During 2007/8 Ofcom’s IS 
renewal programme completed the 
development of a new system for 
spectrum licensing covering fixed 
links; this was implemented in  
April 2008. The renewal programme 
was subject to an internal review 
in the year resulting in replanning 
of tasks and a new governance 
structure. Risks identified have 
been closely monitored at project 
management, Operations Board  
and Board level and appropriate 
action taken to address cost, time  
and functionality risks and issues.

Executive Committee members 
provide to the Accountable  
Officer a signed annual assurance 
statement in relation to their 
operation of internal controls  
for the major areas of risk  
they are responsible for.

I have been advised on the 
implications of the result of my 
review of the effectiveness of the 
system of internal control by the 
Board and the Audit Committee  
and a plan to address weaknesses  
and ensure continuous improvement 
of the system is in place. It is my 
belief that there are satisfactory 
processes in place for identifying, 
evaluating and managing the 
significant risks faced by Ofcom.  

Ed Richards
Chief Executive
17 June 2008 
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In preparing the 
Remuneration 
Report and 
establishing  
its policy the  
Board has given 
consideration to,  
and adopts the 
provisions of, the 
Combined Code, 
where appropriate 
and applicable.
Ofcom is not 

required to comply 
with the Directors’ 
Remuneration 
Report Regulations 
2002 but has 
prepared this report 
to be compliant so  
far as is practicable 
and appropriate.

CONSTITUTION OF THE 
REMUNERATION COMMITTEE
The constitution of the 
Remuneration Committee  
is set out on page 57.

ADVISERS
The Remuneration Committee  
takes advice and/or obtains services 
from the following external entities:
• Towers Perrin, on executive 
remuneration; and
• Allen & Overy LLP, on 
employment contracts and  
associated legal issues.

Towers Perrin also provides advice 
and services to Ofcom in respect 
of pensions, pension trustee and 
administration support and other 
organisational issues.

The Committee also takes  
advice from Ofcom’s HR Director. 
The Chief Executive is normally 
invited by the Remuneration 
Committee to attend meetings  
of the Committee. No individual  
is present for any discussion  
about his or her own remuneration.

GENERAL POLICY
In setting Ofcom’s remuneration 
policy the Remuneration Committee 
believes that Ofcom should, 
within the constraints of a public 
corporation, provide rewards  
which will attract and retain the 
high-calibre management necessary  
to enable Ofcom to fulfil its  
statutory remit and responsibilities. 
The overall policy approach is  
not expected to change in the  
coming year.

COMPONENTS OF REMUNERATION
The main components of  
the Executive Members’ 
remuneration are:

SALARY AND FLEXIBLE BENEFITS
The basic salary for each Executive 
Member and senior manager is 
determined by taking into account 
each colleague’s responsibilities, 
performance and experience together 
with market trends. In addition,  
a flexible benefits allowance is  
made available to each Executive 
Member and senior manager.

BENEFITS IN KIND
Each Executive Member and senior 
manager receives certain standard 
benefits which are detailed later in 
this section.

ANNUAL BONUS
Each Executive Member and senior 
manager participates in a bonus 
scheme which is calculated as  
a percentage of salary based on  
the individual’s performance up  
to a maximum of 25 per cent of 
salary depending upon the individual 
concerned. No element of bonus  
is pensionable.

Bonuses included in the schedules 
reflect the amount payable for  
the performance review period  
1 April 2007 to 31 March 2008. 

PENSION ARRANGEMENTS
Executive management
Each Executive Member and 
senior manager (with the exception 
of Dominic Morris and Chris 
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Banatvala as set out below) is 
provided with an allowance, 
determined as a percentage of  
base salary, which the individual  
can take as extra salary or invest  
in a pension scheme of their choice. 

Dominic Morris is eligible to 
participate in the Ofcom Defined 
Benefit Pension Plan on comparable 
terms as applied when previously 
employed by the ITC. This provides 
salary-related pension benefits on a 
defined benefit basis, with an accrual 
rate of 1/60th of final salary per year 
of service, subject to the Ofcom Plan 
Earnings Cap where appropriate. 
Dominic Morris receives additional 
benefits through the Plan in 
recognition of his earnings in  
excess of the cap. 

Chris Banatvala is eligible to 
participate in the Ofcom Defined 
Benefit Pension Plan on comparable 
terms as applied when previously 

employed by the ITC. This provides 
salary-related pension benefits on a 
defined benefit basis, with an accrual 
rate of 1/60th of final salary per year 
of service, subject to the Ofcom Plan 
Earnings Cap where appropriate. 

Non-Executive Members
As set out below in the Notes to the 
Remuneration table David Currie 
was paid fees by Ofcom from  
9 April 2007; between 1 April and  
9 April as part of his then applicable 
arrangements a small amount of 
direct pension costs for David Currie 
were met by Ofcom. No other 
Non-Executive Member received a 
pension benefit from Ofcom during 
the year under review.

Details of remuneration for the 
Board, the Content Board and the 
Executive Committee, which have 
been audited by the National Audit 
Office, are set out on page 67. 

GUIDANCE TO THE  
REMUNERATION SCHEDULES
These schedules refer to 
remuneration during the financial 
year. The schedule reflects 
remuneration for that part of the  
year during which individuals were 
either providing services to, or 
Executive Members of the Board, 
Content Board or the Executive 
Committee. Where individuals are 
members of more than one Board/
Committee (as set out on pages  
54 to 57) they appear only once  
in the remuneration schedules.  
The numbered points against  
the names of individuals refer  
to the numbered points set on  
pages 68 and 69.  
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OFCOM BOARD REMUNERATION 2007/8

				    £	 £	 £	 £	 £	 £

Millie Banerjee 	 Non-Executive Member	 (2,3,13)	 58,446			   672	 -	 57,774

Collette Bowe	 Non-Executive Member	 (2,5,13)	 10,320				    -	 10,320

David Currie	 Chairman	 (1,2,13)	 206,134	 616		  728	 -	 204,790

Tim Gardam	 Non-Executive Member	 (2,4,13)	 10,320				    -	 10,320

Philip Graf 	 Deputy Chairman	 (2, 13)	 103,874			   672	 -	 103,202

Ian Hargreaves 	 Executive Member	 (7,16-19)	 247,896	 27,000	 12,000	 1,896	 27,000	 180,000

Stephanie Liston	 Non-Executive Member	 (2, 8,13)	 41,953			   672	 -	 41,281

Mike McTighe	 Non-Executive Member	 (2,4,13)	 24,417			   336	 -	 24,081

Sara Nathan	 Non-Executive Member	 (2,6,13)	 31,465			   504	 -	 30,961

Ed Richards	 Chief Executive	 (16-19)	 417,581	 56,400	 19,953	 2,828	 56,400	 282,000

Philip Rutnam	 Executive Member	 (16-19)	 260,753	 27,150	 15,000	 1,403	 36,200	 181,000

Total				    1,413,159	 111,166	 46,953	 9,711	 119,600	 1,125,729

			   		  Pension	 Flexible			 
				    Total	 entitlement/	 benefits	 Benefits
Name	 Role		  remuneration	 allowance	 allowance	  in kind	 Bonus	 Salary

OFCOM CONTENT BOARD REMUNERATION 2007/8

			   £	 £	 £	 £	 £	 £

Richard Ayre	 Content Board Member	 (9,12,13)	 26,248			   300	 -	 25,948

Chris Banatvala	 Director of Standards	 (16-19,21)	 174,968	 24,052	 16,250	 1,352	 23,000	 110,314

Sue Balsom	 Content Board Member	 (9,13)	 21,690			   672	 -	 21,018

Pam Giddy	 Content Board Member	 (9,13)	 21,690			   672	 -	 21,018

Anthony Lilley	 Content Board Member	 (9,13)	 21,690			   672	 -	 21,018

Dr Paul Moore	 Content Board Member	 (9-13)	 21,690			   672	 -	 21,018

Stewart Purvis	 Partner, Content & Standards	 (16-19)	 60,271	 7,280	 4,000	 458	 -	 48,533

Adam Singer	 Deputy Chairman	 (9-13)	 28,696			   672	 -	 28,024

Tim Suter	 Partner, Content & Standards	 (10,16-19)	 149,671	 17,600	 14,290	 448	 -	 117,333

Joyce Taylor	 Content Board Member	 (9-13)	 21,634			   616	 -	 21,018

Kath Worrall	 Content Board Member	 (9-13)	 28,396			   372	 -	 28,024

Total			   576,644	 48,932	 34,540	 6,906	 23,000	 463,266

			   		  Pension	 Flexible			 
				    Total	 entitlement/	 benefits	 Benefits
Name	 Role		  remuneration	 allowance	 allowance	  in kind	 Bonus	 Salary

OFCOM EXECUTIVE COMMITTEE REMUNERATION 2007/8

			   £	 £	 £	 £	 £	 £

Jill Ainscough	 Chief Operating Officer	 (15-19)	 161,230	 16,738	 9,846	 919	 22,137	 111,590

Janet Campbell	 HR Director	 (14,16-19)	 124,199	 10,170	 10,714	 1,517	 17,048	 84,750

Rona Chester 	 Finance Director	 (14,16-19)	 126,695	 14,957	 10,714	 1,310	 0	 99,714

Graham Howell	 Secretary to the Corporation	 (14,16-19)	 145,241	 15,954	 10,714	 1,517	 10,699 	 106,357

Peter Ingram	 Chief Technology Officer	 (14,16-19)	 166,546	 23,175	 17,857	 1,479	 8,160	 115,875

Stuart McIntosh	 Partner, Competition	 (15-19)	 50,127	 6,144	 2,731	 290	 0	 40,962

Dominic Morris 	 Director of the CEO’s Office 	 (14,16-20)	 153,089	 19,520	 13,092	 1,310	 10,892	 108,275

Peter Phillips	 Partner, Strategy and
	 Market Developments	 (14,16-19)	 266,006	 27,090	 20,000	 2,196	 36,120	 180,600

Total			   1,193,133	 133,748	 95,668	 10,538	 105,056	 848,123

			   		  Pension	 Flexible			 
				    Total	 entitlement/	 benefits	 Benefits
Name	 Role		  remuneration	 allowance	 allowance	  in kind	 Bonus	 Salary
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to the  
remuneration 
tables

1In April 2007 the Chairman 
retired from City University.  
As of 9 April 2007 the 

Chairman began to receive fees from 
Ofcom on the same basis as the other 
Non-Executive Members (see Note 
2 below). In addition, Ofcom met 
David Currie’s pension costs for  
the period 1 April to 9 April 2007.

2   The fees for all the  
Non-Executive Members of 
the Ofcom Board are fixed in 

agreement with DBERR and DCMS 
for the duration of their appointment. 
The fees shown represent a full year 
or, where appropriate, part of the 
year if the relevant Non-Executive 
Member joined or retired from  
the Ofcom Board during the period 
under review. The fees for the  
Non-Executive Members are linked 
to the recommendations of the  
Senior Salaries Review Body for 
senior civil service pay and as a 
consequence of such linkage fees 
were increased by 0.66 per cent from 
1 April 2007. The basic fee of the 
Non-Executives of the Ofcom Board 
(with the exception of the Chairman, 
the Deputy Chairman and Millie 
Banerjee) was £41,281 per annum 
from 1 April 2007. An additional  
fee of £5,000 per annum is paid  
to Non-Executive Board Members 
who chair a Board Committee.

3Millie Banerjee’s basic fee  
was increased with effect 
from 1 April 2007 to £52,774 

per annum to reflect her additional 
membership of the Content Board. 

4Mike McTighe was appointed 
as a Non-Executive Member  
of the Ofcom Board on  

1 September 2007. Tim Gardam  
was appointed as a Non-Executive 
Member of the Ofcom Board on  
1 January 2008.

5Colette Bowe was appointed  
as a Non Executive Member  
of the Ofcom Board on 

1 January 2008. Prior to this 
appointment, Colette Bowe was 
Chairman of the Consumer Panel. 
The remuneration shown within the 
table represents the part of the year 
during which Colette Bowe was a 
Member of the Ofcom Board only.

6Sara Nathan retired from the 
Ofcom Board on 31 December 
2007. The remuneration 

shown represents the part of the  
year during which Sara Nathan  
was a Member of the Ofcom 
Board. Sara Nathan has restrictive 
covenants in her agreement with 
Ofcom which prevent her from 
accepting certain paid employment 
or providing certain services to 
third parties for a six month period 
following her retirement from 
Ofcom. Ofcom therefore continued 
to pay Sara Nathan her fees until  
31 March 2008 as consideration  
for the enforcement of such restrictive 
covenants. Sara Nathan received 
remuneration (covering fees and 
benefits in kind) of £10,488 for  
this three-month period.

7Ian Hargreaves is employed  
by Ofcom on a part-time basis. 
His remuneration shown for 

the period under review represents 
what was actually paid to him, and 
not a full-time equivalent salary.  
Ian Hargreaves resigned from  
the Board on 31 May 2008.

8Stephanie Liston resigned  
from the Ofcom Board  
on 31 March 2008. 

9The fees for the Non-Executive 
Members of the Content Board 
are fixed by the Ofcom Board. 

The fees shown represent a full year 
or, where appropriate, part of the 
year if the Content Board Member 
joined or retired from the Content 
Board during the year. As with the 
fees for the Ofcom Board, fees for 
the Content Board Members are 
linked to the recommendations of 
the Senior Salaries Review Body 
for senior civil service pay and as 
a consequence of such linkage fees 
were increased by 0.66 per cent from 
1 April 2007. The basic fee of the 
Content Board Members (with the 
exception of Adam Singer and Kath 
Worrall, who receive enhanced fees 
for their additional roles as Deputy 
Chairman and Chair of the Fairness 
Committee) was £21,018 per annum 
from 1 April 2007. 
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10Tim Suter resigned  
as an Executive  
Member of the Content 

Board on 30 November 2007.  
The remuneration shown represents 
the part of the year during which 
Tim Suter was a Member of the 
Content Board. In addition to the 
remuneration shown Tim Suter 
received remuneration (covering 
salary, pension allowance and  
flexible benefits) of £35,983 for  
a two-month period, representing 
remuneration due to him during  
his period of notice.

11Stewart Purvis was 
appointed as Partner, 
Content and Standards 

and an Executive Member of the 
Content Board on 3 December  
2007. Stewart Purvis is employed  
by Ofcom on a part-time basis.  
His remuneration shown for the 
period under review represents  
what was actually paid to him, and 
not a full-time equivalent salary.

12During the period under 
review, Richard Ayre 
undertook an enquiry 

for Ofcom into aspects of audience 
participation television; this work  
was in addition to his duties as a 
Content Board Member and he 
received an additional payment  
in excess of his Content Board fees 
of £4,930 for the provision of his 
services to the enquiry.

13The Non-Executive 
Members of the Ofcom 
Board and the Content 

Board Members (with the exception 
of Richard Ayre as noted in Note 12) 
receive no additional remuneration 
from Ofcom beyond their fees other 
than the entitlement to the provision 
of certain standard benefits, which 

are a digital package for domestic 
and business use and, for the  
Non-Executive Members of the 
Ofcom Board only, the provision 
of IT equipment for home working. 
Not all Non-Executive Members of 
the Ofcom Board or Content Board 
Members took up the entitlement 
during the period under review. 

14 The membership of the 
Executive Committee of 
Ofcom was changed on 

18 December 2007. As a result, Janet 
Campbell, Rona Chester, Graham 
Howell, Peter Ingram and Dominic 
Morris all resigned from the 
Committee on 18 December 2007. 
The remuneration table shows all 
those colleagues who were members 
during the year. For those who  
were appointed to, or who resigned 
from, the Executive Committee 
during the period under review  
their remuneration is shown for  
the duration of their membership  
of the Executive Committee only. 

15 Jill Ainscough was 
appointed as Chief 
Operating Officer on  

7 August 2007; Stuart McIntosh  
was appointed as Competition 
Partner on 28 January 2008.

16Annual remuneration 
for the Ofcom executives 
(Executive Members 

of the Ofcom Board, Executive 
Members of the Content Board  
and senior managers on the 
Executive Committee) includes 
base salary together with a cash 
allowance for flexible benefits and 
a percentage of basic salary paid 
as a pension allowance (with the 
exception of Dominic Morris and 
Chris Banatvala). 

17 Base salary for all senior 
executives is reviewed 
annually on 1 July.

18 Each Ofcom Executive 
Member of the Ofcom 
Board or senior manager 

is able to benefit from life assurance, 
group income protection, a digital 
package for domestic and business 
use and the ability to undertake an 
annual health check. The value of 
group income protection and annual 
health checks have not been disclosed 
in the remuneration schedules 
because they are not treated by  
HM Revenue & Customs as a  
taxable emolument.

19 All Ofcom colleagues 
participate in a bonus 
scheme, payment 

of which is based on individual 
performance. All payments 
are approved by the Ofcom 
Remuneration Committee and  
are calculated as a percentage  
of base salary ranging from 0-25  
per cent. For the financial year 
2007/8 bonuses are to be paid in  
July 2008 and have been accrued 
in the table above. Those with a nil 
amount were not eligible for a bonus.

20 Dominic Morris  
is a member of the  
Ofcom Defined Benefit 

Pension Plan. A separate disclosure 
in relation to this plan has been 
made in the table below. 

21Chris Banatvala is a 
member of the Ofcom 
Defined Benefit Pension 

Plan. A separate disclosure in 
relation to this plan has been  
made in the table below.

Notes to the remuneration tables
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Notes to the remuneration tables

EXECUTIVE DISCLOSURE FOR 
DEFINED BENEFIT PENSIONS
The disclosures for defined benefit 
pensions for Dominic Morris and 
Chris Banatvala are shown in the 
table below.

The accrued pensions and transfer 
values for Dominic Morris and  
Chris Banatvala reflect the  
additional pension arising from  
a transfer-in of their benefits  
from their previous employer.

The transfer value of accrued 
pension represents the estimated  
cost to the pension scheme of 
providing the pension benefit 
accrued to date (calculated in 
accordance with Actuarial Guidance 
Note GN11). The value is affected  
by a number of factors, which  
include age of individual, pensionable 
salary and investment market 
conditions at the date of calculation.

SERVICE AGREEMENTS
No Executive Member of the Ofcom 
Board or other Ofcom colleague 
has a service agreement containing 
a notice period exceeding one year. 
The Remuneration Committee has 
considered the notice period and 
termination arrangements in the 
light of the Combined Code and 
believes them to be appropriate.

The Non-Executive Members are 
all on fixed-term appointments for  
a set time commitment to Ofcom  
of up to two days per week (with  
the exception of David Currie,  
Philip Graf and Millie Banerjee  
who currently commit up to four, 
three and two and a half days  
per week respectively). 

DISCLOSURES FOR DEFINED  
BENEFIT PENSIONS
Compensation from  
early termination
The arrangements for early 
termination of a service contract  
for an Executive Member of the 
Ofcom Board or senior manager 
are decided by the Remuneration 
Committee and will be made in 
accordance with the service contract 
of the relevant Executive Director 
or senior manager. Each service 
contract provides for a payment in 
lieu of notice on early termination  
at Ofcom’s discretion.

Non-Executive Members have  
no entitlement to compensation  
in the event of early termination.

All Non-Executive Members 
have restrictions against working 
for a business regulated by Ofcom 
for up to six months prior to 
the termination or expiry of the 

appointment (a period of exclusion 
or ‘gardening leave’) and six months 
after termination (a protective 
covenant). These restrictions  
reflect those which also apply to the 
Executive Members of the Ofcom 
Board and are designed to protect 
the independence of Ofcom and  
the professional integrity of each 
Non-Executive Member.

Outside directorships
No Executive Member of the Ofcom 
Board may accept a non-executive 
appointment without the prior 
approval of the Board to ensure  
that these do not give rise to  
conflicts of interest.

All appointments accepted by  
the Non-Executive Members of  
the Ofcom Board must be notified  
to the Board to ensure that no 
conflict of interest arises; if such 
conflict is deemed to arise then  
the Non-Executive Member will  
be required to resign from the 
position in question.  

On behalf of Ofcom,
Millie Banerjee
Chairman of the  
Remuneration Committee
17  June 2008
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Notes to the remuneration tables

Name			 

		  £	 £	 £	 £	 £

Dominic Morris CBE (20)		  23,800	 2,900	 352,000	 298,000	 43,000

Chris Banatvala (21)		  10,900	 1,500	 85,000	 70,000	 10,000

Increase in 
transfer value 
less member’s 
contributions

	
Transfer value of 

accrued pension at  
31 March 2007

	
Transfer value of 

accrued pension at  
31 March 2008

Increase in 
accrued pension 

over year
Accrued pension 
at 31 March 2008
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I certify that I have audited the 
financial statements of the Office 
of Communications for the year 
ended 31 March 2008 under the 
Office of Communications Act 2002. 
These comprise the Income and 
Expenditure Account, the Statement 
of Total Recognised Gains and 
Losses, the Balance Sheet, the  
Cash Flow Statement and the related 
notes. These financial statements  
have been prepared under the 
accounting policies set out within 
them. I have also audited the 
information in the Remuneration 
Report that is described in that 
report as having being audited.

Respective Responsibilities  
of the Board, the Chief 
Executive and Auditor
The Board, and Chief Executive,  
as Accountable Officer, are 
responsible for preparing the 
Annual Report, which includes 
the Remuneration Report, and the 
financial statements in accordance 
with the Office of Communications 
Act 2002 and the Secretaries of 
State for Business Enterprise and 
Regulatory Reform and for Culture, 
Media and Sport directions made 
thereunder and for ensuring the 
regularity of financial transactions. 
These responsibilities are set out  
in the Statement of Responsibilities.

My responsibility is to audit  
the financial statements and the  
part of the Remuneration Report  
to be audited in accordance  
with the relevant legal and  
regularity requirements and  

with International Standards  
on Auditing (UK and Ireland). 

I report to you my opinion as  
to whether the financial statements 
give a true and fair view and  
whether the financial statements  
and part of the Remuneration 
Report to be audited have been 
properly prepared in accordance 
with the Office of Communications 
Act 2002 and the Secretaries  
of State for Business, Enterprise  
and Regulatory Reform and for 
Culture, Media and Sport directions 
made thereunder. I report to you 
whether, in my opinion, certain 
information which comprises the 
Financial Performance, Foreword, 
The Ofcom Board, Corporate 
Governance and Board Committees 
sections, included in the Annual 
Report, is consistent with the 
financial statements. I also report 
whether in all material respects  
the expenditure and income  
have been applied to the purposes 
intended by Parliament and the 
financial transactions conform  
to the authorities which govern them. 

In addition, I report to you if the 
Office of Communications has not 
kept proper accounting records, if I 
have not received all the information 
and explanations I require for my 
audit, or if the information specified 
by relevant authorities regarding 
remuneration and other transactions 
is not disclosed.

I review whether the Statement  
on Internal Control reflects the  
Office of Communications 
compliance with HM Treasury’s 
guidance, and I report if it does not.  

Section E

Accounts for 
the period  
1 April 2007 
to 31 March 
2008. 
Certificate 
and Report 
of the 
Comptroller 
and Auditor 
General to 
the Houses  
of Parliament
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I am not required to consider  
whether this statement covers  
all risks and controls, or form  
an opinion on the effectiveness  
of the Office of Communications 
corporate governance procedures  
or its risk and control procedures.

I read the other information 
contained in the Annual Report  
and consider whether it is consistent 
with the audited financial statements. 
This other information comprises  
the unaudited part of the 
Remuneration Report and the 
remaining sections of the Annual 
Report. I consider the implications 
for my report if I become aware  
of any apparent misstatements  
or material inconsistencies  
with the financial statements.  
My responsibilities do not extend  
to any other information.

Basis of Audit Opinions
I conducted my audit in accordance 
with International Standards on 
Auditing (UK and Ireland) issued  
by the Auditing Practices Board.  
My audit includes examination,  
on a test basis, of evidence relevant 
to the amounts, disclosures and 
regularity of financial transactions 
included in the financial statements 
and the part of the Remuneration 
Report to be audited. It also includes  
an assessment of the significant 
estimates and judgements  
made by the Board and Chief 
Executive in the preparation of  
the financial statements, and of 
whether the accounting policies  
are most appropriate to the  
Office of Communications 
circumstances, consistently applied 
and adequately disclosed.

I planned and performed my audit 
so as to obtain all the information 
and explanations which I considered 
necessary in order to provide me 

with sufficient evidence to give  
reasonable assurance that the 
financial statements and the part 
of the Remuneration Report to 
be audited are free from material 
misstatement, whether caused 
by fraud or error, and that in all 
material respects the expenditure 
and income have been applied to  
the purposes intended by Parliament 
and the financial transactions 
conform to the authorities which 
govern them. In forming my opinion, 
I also evaluated the overall adequacy 
of the presentation of information  
in the financial statements and the 
part of the Remuneration Report  
to be audited.

Opinions
In my opinion:
• the financial statements give a  
true and fair view, in accordance 
with the Office of Communications 
Act 2002 and directions made 
thereunder by the Secretaries of 
State for Business Enterprise and 
Regulatory Reform and for Culture, 
Media and Sport, of the state of the 
Office of Communications affairs  
as at 31 March 2008 and of its 
surplus for the year then ended;
• the financial statements and the 
part of the Remuneration Report 
to be audited have been properly 
prepared in accordance with the 
Office of Communications Act 2002 
and directions made thereunder by 
the Secretaries of State for Business, 
Enterprise and Regulatory Reform 
and for Culture, Media and Sport; 
and
• information, which comprises the 
Financial Performance, Foreword, 
The Ofcom Board, Corporate 
Governance and Board Committees 
sections, included within the Annual 
Report, is consistent with the 
financial statements.

Opinion on regularity
In my opinion, in all material 
respects the expenditure and income 
have been applied to the purposes 
intended by Parliament and the 
financial transactions conform to  
the authorities which govern them.

Report
I have no observations to make  
on these financial statements.

TJ Burr
Comptroller and Auditor 
General
June 2008

National Audit Office
151 Buckingham Palace Road
Victoria
London
SW1W 9SS
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Income and Expenditure Account 
for the year ended 31 March 2008

	 	 	 	 Notes	 Year ended	 Year ended
	 				    31  March 2008	 31  March 2007

	 	 	 	 	 £’000	 £’000

Income				    2,3	 142,396	 143,608

Operating expenditure	 				  

	 Staff costs				    4	 (60,781)	 (55,748)

	 Other operating costs			   6	 (73,161)	 (69,427)

Operating surplus	 	 	 	 	 8,454	 18,433

Exceptional credit				    7	 126	 2,878

Asset impairment				    9b	 (1,520)	 -

Interest receivable					     1,663	 1,697

Interest payable				    8	 (176)	 (411)

Other finance costs				    18,25	 (237)	 (491)

Notional cost of capital credit			   21	 1,378	 1,073

Surplus on ordinary activities 	 	 	 	 9,688	 23,179

Reversal of notional cost of capital credit			   21	 (1,378)	 (1,073)

Surplus for financial year	 	 	 	 8,310	 22,106

The accounting policies and notes on pages 78 to 96 form part of these financial statements.			 
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Statement of Total Recognised Gains and Losses 
for the year ended 31 March 2008

	 	 	 	 Notes	 Year ended	 Year ended
	 				    31  March 2008	 31  March 2007

	 	 	 	 	 £’000	 £’000

Surplus for year					     8,310	 22,106

Ofcom Defined Benefit Pension Plans					   

Actual return less expected return on plan assets			   25b	 4,660	 (380)

Experience (losses)/gains on pension scheme liabilities		  25b,c	 (1,855)	 2,907

Changes in assumptions underlying the present value of pension scheme liabilities	 25b,c	 24,018	 (2,128)

Increase in unrecoverable surplus			   25b	 (26,600)	 (5,900)

Total recognised gains for year	 	 	 	 8,533	 16,605

						    

The accounting policies and notes on pages 78 to 96 form part of these financial statements.			 
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Balance Sheet 
as at 31 March 2008

	 	 	 	 Notes	 As at	 As at
	 				    31  March 2008	 31  March 2007

	 	 	 	 	 £’000	 £’000

Fixed assets					   

Intangible assets				    9a	 11,196	 8,294

Tangible assets				    9b	 17,802	 20,965

	 	 	 	 	 28,998	 29,259

Current assets					   

Debtors				    10	 9,932	 7,537

Cash at bank and in hand			   11	 52,346	 46,690

	 	 	 	 	 62,278	 54,227

Creditors – amounts falling due within one year			   13	 (56,516)	 (54,901)

Net current assets/(liabilities)				    5,762	 (674)

Total assets less current liabilities				    34,760	 28,585

Creditors – amounts falling due after more than one year		  14	 (299)	 (70)

Provisions for liabilities and charges			   18	 (3,852)	 (2,736)

Net assets excluding pension asset and liability	 	 	 	 30,609	 25,779

Pension asset				    12	 9,840	 6,170

Pension liability				    12	 (876)	 (909)

Net assets including pension asset and liability	 	 	 19	 39,573	 31,040

Reserves					   

Income and expenditure account			   19	 39,573	 31,040

	 	 	 	 	 39,573	 31,040

The accounting policies and notes on pages 78 to 96 form part of these financial statements.		

These financial statements were approved by the Board on 3 June 2008.		

David Currie	 Ed Richards
Chairman	 Chief Executive
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Cash Flow Statement 
for the year ended 31 March 2008

	 	 	 	 Notes	 Year ended	 Year ended
	 				    31  March 2008	 31  March 2007

	 	 	 	 	 £’000	 £’000

Net cash inflow from operating activities			   20	 16,482	 6,258

Returns on investment and servicing of finance					   

Interest received					     1,619	 1,642

Interest paid				    8	 (176)	 (411)

Net cash inflow for returns on investment and servicing of finance	 	 	 1,443	 1,231

Capital expenditure and financial investment					   

Payments to acquire fixed assets				    (7,099)	 (9,470)

Proceeds from the disposal of fixed assets				    16	 75

Net cash outflow from capital expenditure and financial investment	 	 	 (7,083)	 (9,395)

Net cash inflow/(outflow) before financing	 	 	 	 10,842	 (1,906)

Financing					   

Loans repaid				    15	 (5,186)	 (5,186)

Net cash outflow from financing	 	 	 	 (5,186)	 (5,186)

Increase/(Decrease) in cash in the year	 	 	 	 5,656	 (7,092)

Reconciliation of net cash flow to movements in net funds				  

Increase/(Decrease) in cash in the year				    5,656	 (7,092)

Decrease in debt in the year			   15	 5,186	 5,186

Opening net funds					     41,504	 43,410

Closing net funds 	 	 	 	 	 52,346	 41,504

The accounting policies and notes on pages 78 to 96 form part of these financial statements.			 
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Notes to the Accounts 
for the year ended 31 March 2008

1. Accounting policies

A) BASIS OF ACCOUNTING
These financial statements have  
been prepared on a going concern 
basis in accordance with the accounts 
direction, which forms part of the 
Financial Memorandum(FM), from 
the Secretaries of State for Business, 
Enterprise and Regulatory Reform 
(BERR) and for Culture, Media  
and Sport (DCMS) issued on  
16 January 2008.

These financial statements have 
been prepared under the historical 
cost convention, modified by the 
revaluation of certain fixed assets  
and comply with the requirements  
of the Companies Act 1985,  
except where these are overridden  
by the Office of Communications  
Act 2002, and with applicable 
accounting standards. 

B) INCOME RECOGNITION
Grant-in-aid 
This income comprises grant-in-aid 
from BERR to meet the costs of 
spectrum management, spectrum 
awards, spectrum clearance, ex post 
competition, public interest and from 
DCMS in respect of media literacy. 
Grant-in-aid received from BERR 
and DCMS is allocated and matched 
to costs in the year to which it relates. 

Networks and services 
administrative fees
Income which comprises 
administrative fees invoiced by 
Ofcom is accounted for on an 
accruals basis. Income in excess of 
Networks and services’ cash costs and 
share of loan repayments is classified 

as deferred income on the balance 
sheet. Cash costs in excess of income 
received are classified as a debtor at 
the balance sheet date.

Broadcasting licence fees
Income from Broadcasting licence 
fees represents the amount invoiced 
to licensees and is accounted for on 
an accruals basis. Income in excess 
of Broadcasting’s cash costs and 
share of loan repayments is classified 
as deferred income on the balance 
sheet. Cash costs in excess of income 
received are classified as a debtor  
at the balance sheet date.

Application fees
One-off Broadcasting and Networks 
and services application fees are  
non-refundable and accordingly  
are recorded as income on receipt  
of the stakeholder application.

Other income
Other income is accounted for on  
an accruals basis and is matched  
with the expenditure towards  
which it contributes. 

C) RECEIPTS COLLECTED BY OFCOM 
WITHIN THE SCOPE OF SECTION 400 	
OF THE COMMUNICATIONS ACT 2003
Broadcasting Act Additional 
Payments, penalties and fines 
levied by Ofcom are remitted 
to the Consolidated Fund in 
accordance with Section 400 of 
the Communications Act 2003. 
Additionally, licence fees levied 
by Ofcom, arising from the issue 
or renewal of licences under the 
Wireless Telegraphy (WT) Acts  

are remitted to BERR for payment  
to the Consolidated Fund. 

No entries are made in these 
Financial Statements in respect  
of Section 400-related transactions 
except where payments and fees  
have been collected and are in 
Ofcom’s main bank account at the 
balance sheet date. These are shown 
as due to the Consolidated Fund 
within Creditors due within one year.

Ofcom prepares a separate set  
of financial statements to 31 March 
each year for the purposes of Section 
400 of the Communications Act 
2003. These financial statements  
are laid before Parliament.

D) LEASES
Rentals payable and receivable under 
operating leases are reported in the 
Income and Expenditure account. 
For properties with initial rent-free 
periods, the total rentals payable in 
the period until the first rent review 
are charged to the Income and 
Expenditure account on a straight-
line basis over that period. 

E) ONEROUS PROPERTY LEASES
Where properties become surplus 
to requirements, professional 
advice is taken on marketing these 
properties and provision is made 
for the estimated future liabilities 
on these leases at current prices, 
and discounted using the Treasury 
discount rate of 2.2 per cent. Future 
rental income is only included in  
this calculation to the extent that  
it is reasonably certain.
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Notes to the Accounts 
for the year ended 31 March 2008

F) EARLY RETIREMENT AND 	
FUTURE PENSIONS COSTS
The Radiocommunications 
Agency and Oftel operated an 
Early Retirement Scheme which 
gave retirement benefits to certain 
qualifying employees. These benefits 
conform to the rules of the Principal 
Civil Service Pension Scheme 
(PCSPS). The liability of the Agency 
and Oftel to bear the costs of these 
benefits transferred to Ofcom on 
29 December 2003. The liability 
remains until the normal retirement 
age of the employees retired under 
the Early Retirement Scheme. 
Provision is made for these additional 
costs, based on the discounted value 
of the annual amounts payable  
at the balance sheet. The actual 
amounts payable increase annually  
in accordance with PCSPS rules. 

G) SETTLEMENT OF CLAIMS
Provision is made for estimated 
third-party legal costs and damages 
in respect of challenges to regulatory 
decisions of Ofcom and legacy 
organisations where it is judged 
probable that these will be payable.

H) FIXED ASSETS 
Fixed assets are valued at cost  
or estimated replacement cost.  
For all non-property assets of  
a short economic useful life or  
low value, treasury direction  
allows Ofcom to use depreciated  
historical cost as a proxy for  
current valuation. All Ofcom  
assets fall in this category.  
Fixed assets over £2,500  
are capitalised.

Intangible assets
In accordance with FRS 10, 
expenditure on computer  
software is capitalised to the extent 
that it is probable the asset will 
generate future economic benefits.  
The expenditure capitalised includes 
the cost of software applications,  
cost of development and related 
licences fees. 

Amortisation on capitalised 
development costs is charged to  
the income statement on a straight-
line basis, from the month following 
that in which an asset is brought  
into service, over the estimated  
useful life of the asset. The estimated  
useful life is three to five years.

Tangible assets 
Assets under construction comprise 
costs incurred in developing 
computer systems which will replace 
some of the current applications. 
Expenditure capitalised under this 
heading will be depreciated upon  
the asset being brought into use. 

Assets are depreciated once 
the asset is brought into use. 
Depreciation is provided on a 
straight-line basis, from the month 
following that in which an asset 
is brought into service, over the 
estimated useful economic life  
of the asset, as follows:

Fixtures & Fittings – Leasehold Improvements:

Period of the lease

Fixtures & Fittings – Furniture: 

7 years 

Office and Field Equipment: 

4-7 years

Computer Hardware: 

3-5 years

Motor Vehicles: 	

5 years

I) RESEARCH AND DEVELOPMENT
Research and development 
expenditure is written off as  
incurred to the Income and 
Expenditure account.

J) EMPLOYEE BENEFITS
Ofcom participates in two defined 
benefit pension schemes which relate 
to staff that transferred to Ofcom 
from legacy organisations. These 
schemes are closed to new members. 

The Ofcom Defined Benefit 
Pension Plan provides benefits that 
are broadly equivalent to the PCSPS. 
Ofcom jointly participates with the 
Advertising Standards Authority  
in the scheme. The second scheme 
is the Ofcom (Former ITC) Staff 
Pension Plan, where Ofcom is one  
of four participating employers.  
The assets of this scheme are held  
in a separately administered trust. 
FRS 17 (Accounting for Pension 
Scheme Liabilities) is followed  
and the net assets of the schemes  
are included in the balance sheet.  
The aggregate of the movement  
in the net assets of the two plans  
is shown in the Statement of  
Total Recognised Gains and Losses.
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Ofcom also has liabilities in 
respect of pension payments to three 
former chairmen of the Independent 
Television Commission, two former 
chairmen of the Radio Authority  
and two former Director Generals of 
The Office of Telecommunications. 
These are unfunded schemes and 
are accounted for under FRS 17 
with a provision included in Ofcom’s 
balance sheet for the actuarial 
valuation of the liabilities. 

New staff may join a stakeholder 
pension scheme, which is a defined 
contribution scheme. Pension 
contributions payable to defined 
contribution schemes are expensed  
as incurred.

Colleagues who have completed 
five years of continuous service are 
entitled to a paid sabbatical of five 
weeks. The liability as at year-end, 
measured in accordance with the 
principles of FRS 12 and UITF 
25, is included as part of accruals. 
This is based on management’s best 
estimates using current salary data 
and churn rates and is included as 
part of accruals. As from 1st January 
2008, this benefit was withdrawn  
for new joiners.

K) FOREIGN EXCHANGE
Transactions designated in foreign 
currencies are translated into sterling 
at the rate of exchange prevailing 
at the transaction date. Monetary 
assets and liabilities designated in 
foreign currencies are translated at 
the rates prevailing at the balance 
sheet date with the resulting profit 
or loss recognised in the Income and 
Expenditure account for the year. 

L) FINANCIAL INSTRUMENTS 	
AND CREDIT RISK
Ofcom had initial loan funding  
of £52.3m from BERR to fund its 
establishment and running costs 
prior to the vesting of powers to  
set licence and administrative fees 
under the Communications Act 
2003. During the financial year, 
Ofcom made the final repayments  
on the loan. The interest rates  
for the loans made by BERR  
were fixed for the period of  
the loan with repayments  
due at six-monthly intervals. 

Interest has been recognised  
over the period of the loan and 
calculated in accordance with  
the loan terms.

Ofcom has limited powers to 
borrow money to fund short- 
term fluctuations in cash flow. 
Surplus funds generated by  
Ofcom’s operations are held  
as bank balances. 

M) TAX 
HM Revenue and Customs has  
ruled that Ofcom’s regulatory 
functions do not constitute a  
trading business. Consequently, 
Ofcom is unable to recover VAT  
on expenditure, which it incurs  
as part of its regulatory activities. 

Corporation tax is assessable  
on interest received, and in respect 
of rent arising after property 
expenditure on surplus property.

At the balance sheet date, Ofcom 
had unutilised tax losses available  
for offset against future income  
that may be subject to Corporation 
tax. These losses have arisen as a 

result of onerous lease provisions  
on properties inherited from 
predecessor bodies that were excess  
to requirements on the formation  
of Ofcom. A deferred tax asset has  
not been recognised because there  
is insufficient evidence that it 
would be recoverable, due to the 
uncertainty of future taxable income.

N) CAPITAL CHARGE
Under the terms of Ofcom’s 
Financial Memorandum issued  
by BERR, a credit, reflecting 
the return on Ofcom’s capital 
(in accordance with standard 
government accounting practice), 
is made to the surplus before 
taxation. The charge is calculated 
in accordance with HM Treasury 
guidance at 3.5 per cent on the 
carrying amount of all relevant  
assets less relevant liabilities.  
This charge is reversed to determine 
the retained surplus on ordinary 
activities after taxation.

O) SEGMENTAL ANALYSIS 
For transparency and to meet 
with the requirements of the 
Communications Act 2003 to 
provide information on costs  
and fees, Note 2 to these financial 
statements presents the Income  
and Expenditure account for the  
year under review by sector. As a 
public corporation, Ofcom is not 
required to present information in 
accordance with SSAP 25.

Notes to the Accounts 
for the year ended 31 March 2008
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	 Spectrum 	 Spectrum	 Spectrum	 Networks	 	 Other	 31 March	 31 March
	 management	 Clearance	 awards	 & services	 Broadcasting	 income	 2008 Total	 2007 Total

	 £’000	 £’000	 £’000	 £’000	 £’000	 £’000	 £’000	 £’000

Revenue				  

Licence and administration fees	  - 	  - 	  - 	 26,229	 28,552	  - 	 54,781	 56,091

Application fees	  - 	  - 	  - 	 40	 640	  - 	 680	 1,570

Grant-in-aid	 73,101	 3,000	 3,012	  - 	  - 	 2,453	 81,566	 82,640

Other income	  - 	  - 	  - 	  - 	  - 	 2,047	 2,047	 2,000

Accrued/(Deferred) income	 (42)	  - 	 (395)	 1,229	 1,253	 (138)	 1,907	 791

Total Revenue	 73,059	 3,000	 2,617	 27,498	 30,445	 4,362	 140,981	 143,092

Rental and other Income	 796	  - 	  - 	 271	 301	 47	 1,415	 516

Operating income	 73,855	 3,000	 2,617	 27,769	 30,746	 4,409	 142,396	 143,608

Interest receivable	 934	  - 	  - 	 319	 354	 56	 1,663	 1,697

Total income	 74,789	 3,000	 2,617	 28,088	 31,100	 4,465	 144,059	 145,305

Loan repayments	  - 	  - 	  - 	 (2,476)	 (2,710)	  - 	 (5,186)	 (5,186)

Interest payable	  - 	  - 	  - 	 (84)	 (92)	  - 	 (176)	 (411)

Net Operating Income	 74,789	 3,000	 2,617	 25,528	 28,298	 4,465	 138,697	 139,708

Onerous property and 
accrued rental income	 (48)	  - 	  - 	 (16)	 (18)	 (4)	 (86)	 814

Cash Income	 74,741	 3,000	 2,617	 25,512	 28,280	 4,461	 138,611	 140,522

Total costs	 (74,741)	 (3,000)	 (2,617)	 (25,512)	 (28,280)	 (4,461)	 (138,611)	 (140,522)

Surplus on cash cost basis	 -	 -	 -	 -	 -	 -	 -	 -

	 	 	 	 	 	 	 Spectrum 
COMPARATIVE COSTS BY SECTOR	 	 	 	 	 	 	 Efficiency

Year ending 31 March 2008	 (74,741)	 (3,000)	 (2,617)	 (25,512)	 (28,280)	 (4,461)	 -	 (138,611)

Year ending 31 March 2007	 (73,544)	 -	 (1,710)	 (23,515)	 (30,450)	 (4,939)	 (6,364)	 (140,522)

** Separate grant-in-aid funding for the spectrum efficiency scheme, provided to cover the costs of Ofcom spectrum research and 
development projects, ceased at the end of 2007. For 2008 onwards these costs fall within expenditure funded through spectrum 
management grant-in-aid. Additionally for 2008 onwards Ofcom is in receipt of (or receives) grant-in-aid funding for spectrum clearance, 
to promote long-term spectrum planning and efficient spectrum usage.

Other income comprises:	
• grant-in-aid funded competition enquiries;	
• grant-in-aid funded media literacy work;	
• commercial activities including spectrum interference work; and	
• rental income from sub-letting vacant property space.	

In accordance with Ofcom’s accounting policies, as set out in Note 1(b)  
to these accounts, grant-in-aid is accounted for in the period in which it is received.

Notes to the Accounts 
for the year ended 31 March 2008

2. Sectoral analysis
The analysis below refers to income by sector for the year ended 31 March 2008, together with attributable costs. 		

**
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2. Sectoral analysis (continued)
The table on the previous page is prepared on an adjusted cash basis, which includes capital expenditure and actual 
contributions to pension schemes, but excludes depreciation.

Ofcom’s licence and administrative fees are based on an estimate of cash costs in accordance with its Statement  
of Charging Principles. Where in the current year there is an excess of income over expenditure, the surplus will  
be rebated to the relevant stakeholders, in accordance with Ofcom’s Statement of Charging Principles. Where  
in the current year there is an excess of expenditure over income, the deficit will be collected from the relevant 
stakeholders, in accordance with Ofcom’s Statement of Charging Principles.

RECONCILIATION FROM OPERATING EXPENDITURE TO ACTUAL OPERATING OUT-TURN

	 			   Notes	 2008	 2007
	 	 	 	 	 £’000	 £’000

Operating expenditure - income and expenditure account			   133,942	 125,175

Adjustments in respect of pension asset and liability 			   3,620	 1,640

Vacant property costs				    18	 63	 7,645

Capital expenditure less depreciation				    1,272	 2,133

Actual rent payments less expenditure				    1,399	 2,795

Other adjustments					     (1,669)	 1,209

Proceeds from fixed assets				    (16)	 (75)

Cash operating expenditure	 	 	 	 138,611	 140,522

Spectrum efficiency costs				    -	 (6,364)

Spectrum clearance					     (3,000)	 -

Spectrum awards					     (2,617)	 (1,710)

Non-Operating Income					     (2,992)	 (3,028)

Actual Operating Costs Out-turn	 	 	 	 130,002	 129,420

3. Income
	 			    	 2008	 2007
	 	 	 	 	 £’000	 £’000

	Grant-in-aid – BERR – Spectrum management				    73,059	 71,862

Grant-in-aid – BERR – Spectrum efficiency scheme	 			   - 	 6,364

Grant-in-aid – BERR – Spectrum clearance scheme				   3,000	  - 

Grant-in-aid – BERR – Programme of spectrum awards			   2,617	 1,710

Grant-in-aid – BERR – Competition law enforcement			   1,414	 2,204

Grant-in-aid – DCMS – Media literacy				    673	 445

Grant-in-aid – BERR – Public interest test				    246	 125

Total government grant-in-aid	 	 	 	 81,009	 82,710

Networks & services administrative and application fees			   27,498	 25,650

Broadcasting Act licence and application fees				    30,445	 32,679

Rental income					     1,352	 461

Other income					     2,092	 2,108

Income	 	 	 	 	 142,396	 143,608
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4. Staff costs
	 			    	 2008	 2007
	 	 	 	 	 £’000	 £’000

	Staff costs, including fees paid to Board Members, were:	

Salaries & benefits					     47,270	 43,668

National Insurance costs					    5,044	 5,034

Pension costs					     6,330	 5,863

Restructuring costs					     2,137	 1,183

Total Staff Costs	 	 	 	 	 60,781	 55,748

The restructuring cost includes a provision for 32 (2007: 16) employees.

More detailed information in respect of the remuneration and pension entitlements of the Directors and senior executives is shown in the 
remuneration report on pages 65 to 71.

5. Employee numbers
	 			    	 2008	 2007

	The average number of employees was				    810	 789

As at 31 March 2008, Ofcom had 812 employees (2007: 800).

	Non-Executive Members of the Ofcom Board, Content Board, Advisory Committees  
and employees seconded to Ofcom are excluded from employee numbers.	

6. Other operating costs
	 			    	 2008	 2007
	 	 	 	 	 £’000	 £’000

	Auditors’ remuneration – statutory audit fees				     85 	 85

Professional fees	  				    15,816 	 11,243

Outsourced services	  				    10,249 	 10,770

Audience and consumer research				     5,154 	 4,969

Technological research and spectrum efficiency projects			    2,795 	 6,849

Seconded staff					      93 	 491

Temporary staff and recruitment				     5,190 	 4,628

Travel and subsistence					      1,711 	 1,741

Information and technology costs				     2,877 	 2,338

Administration and office expenses				     9,017 	 11,619

Spectrum clearance scheme				     3,000 	 -

Premises costs					      10,825 	 7,608

Profit on disposal of fixed assets				    (1)	 (16)

Amortisation 					      2,462 	 1,356

Depreciation					      3,888 	 5,746

Total Other Operating Costs	 	 	 	 73,161	 69,427

The costs, above, include:	

Operating leases – land and buildings				    7,971	 3,648

Operating leases – other					    115	 106

Total other operating costs include spectrum efficiency costs nil (2007: £6.4m) and £2.6m (2007: £1.7m) of expenditure for the programme  
of spectrum awards.

Prior year outsourced services and information and technology costs have been adjusted to ensure comparability with current year figures.
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7. Exceptional credit
	 			    	 2008	 2007
	 	 	 	 	 £’000	 £’000

	Future costs of vacant properties				    126	 2,878

The vacant property credit is in respect of two (2007: five) leasehold properties which are surplus to Ofcom’s requirements.  
The credit in 2007 relates to the net adjustment to future liabilities arising primarily from the surrender of a lease during the year.

8. Interest payable
	 			    	 2008	 2007
	 	 	 	 	 £’000	 £’000

On BERR loan  					     176	 411

9. Fixed assets
(A) INTANGIBLE	

	 			    	 Computer software	 Total
	 	 	 	 	 £’000	 £’000

COST	

At 1 April 2007					     11,406	 11,406

Additions during year					     4,088	 4,088

Disposals					     (5)	 (5)

Transfers					     1,267	 1,267

Cost at 31 March 2008	 	 	 	 	 16,756	 16,756

AMORTISATION	

At 1 April 2007					     3,112	 3,112

Charge for the year					     2,462	 2,462

Disposals					     (4)	 (4)

Transfers					     (10)	 (10)

Accumulated amortisation at 31 March 2008	 	 	 	 5,560	 5,560

NBV 31 March 2008	 	 	 	 	 11,196	 11,196

NBV 31 March 2007					     8,294	 8,294

Notes to the Accounts 
for the year ended 31 March 2008
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9. Fixed assets (continued)
(B) TANGIBLE	

	  	 Leasehold 	 Fixtures  	Office & field 	 Computer 	 Motor 	 Assets under 	
		 improvements	  & fittings	 equipment	 hardware	 vehicles	 construction	 Total
		  £’000	 £’000	 £’000	 £’000	 £’000	 £’000	 £’000

COST				  

At 1 April 2007		  1,259	 15,530	 13,043	 3,969	 1,307	 3,789	 38,897

Additions during year		  40	 525	 421	 957	  - 	 1,593	 3,536

Impairment loss			   (2,782)					     (2,782)

Disposals		   - 	 (5)	 (122)	 (25)	  - 	  - 	 (152)

Transfers		   10,271 	 (10,271)	 10	  - 	  - 	 (1,277)	 (1,267)

Cost at 31 March 2008	 	 11,570	 2,997	 13,352	 4,901	 1,307	 4,105	 38,232

DEPRECIATION				  

At 1 April 2007		  309	 6,712	 7,696	 2,241	 974		  17,932

Charge for the year		  628	 387	 1,820	 854	 199		  3,888

Impairment loss			   (1,262)					     (1,262)

Disposals		   - 	 (2)	 (111)	 (25)	  - 		  (138)

Transfers		   4,664 	 (4,664)	  10 	  - 	  - 		  10

Accumulated depreciation at 31 March 2008	 5,601	 1,171	 9,415	 3,070	 1,173	 	 20,430

				  

NBV 31 March 2008	 	 5,969	 1,826	 3,937	 1,831	 134	 4,105	 17,802

NBV 31 March 2007		  950	 8,818	 5,347	 1,728	 333	 3,789	 20,965

Assets under construction relate to the development of a new licensing system.

Ofcom does not own any freehold property, therefore the heading has been amended to Leasehold Improvements.  
Assets worth £10.2m have been transferred to Leasehold improvements to correctly reflect the nature of the assets.

Assets relating to refurbishments of property no longer occupied by Ofcom have been written off.

10. Debtors
	 			    	 2008	 2007
	 	 	 	 	 £’000	 £’000

Trade debtors					     1,354	 1,360

Other debtors					     270	 140

Prepayments					     3,322	 2,538

Staff loans and advances					    270	 269

Accrued income					     4,716	 2,888

Value added tax recoverable				     - 	 342

	 	 	 	 	 9,932	 7,537

Included within accrued income above is £0.7m (2007: £0.7 m) of debtors recoverable after more than one year.  
Staff loans include 207 (2007:212) season ticket loans.
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11. Cash at bank and in hand
	 			    	 2008	 2007
	 	 	 	 	 £’000	 £’000

Cash at bank and in hand				    52,247	 46,599

Office of HM Paymaster General				    99	 91

	 	 	 	 	 52,346	 46,690

All activities and cash balances relating to Licence Fees and Penalties is separated from the Ofcom accounts and are disclosed in the S.400 
accounts. As at 31 March 2008 Ofcom held nil (2007: £1.5m) cash disclosed as cash at bank above, which was due to the Consolidated Fund.

12. Pension asset and liability
	 			    	 2008	 2007
	 	 	 	 	 £’000	 £’000

Defined benefit pension plans’ surplus				    9,840	 6,170

Unfunded pensions liability				    (876)	 (909)

Further detail in respect of Ofcom pension schemes can be found at Note 25 to these accounts. 

13. Creditors – amounts falling due within one year
	 			    	 2008	 2007
	 	 	 	 	 £’000	 £’000

Amounts due to Consolidated Fund				     -   	  1,456 

Trade creditors	  				    7,654 	  4,852 

Other tax and social security				     1,613 	  - 

Other creditors					      508 	  485 

Value added tax payable	 				    1,083 	  - 

BERR grant-in-aid	  				    28,084 	  25,802 

DCMS grant-in-aid					      -   	  114 

Loan funding from BERR					     -   	  5,186 

Accruals					      16,674 	  15,240 

Deferred income					      900 	  1,766 

	 	 	 	 	 56,516	 54,901

Amounts due to Consolidated Fund comprise nil (2007: £1.5m) of WT Act licence fees received in the Ofcom bank account. (Refer to Note 11.) 
Other creditors includes £0.1m (2007: £0.4m) of Community Radio Grant funding received from the Department for Culture, Media and Support 
(DCMS). All grants monies received were paid to the successful applicants in April 2008.

Notes to the Accounts 
for the year ended 31 March 2008
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14. Creditors – amounts falling due after more than one year
	 			    	 2008	 2007
	 	 	 	 	 £’000	 £’000

Rent free creditor					      -   	  21 

Deferred income					      299 	  49 

	 	 	 	 	  299 	  70

15. Analysis of BERR loan movement
	 			    	 2008	 2007
	 	 	 	 	 £’000	 £’000

At 1 April 2007					     5,186	 10,372

Repaid in year					     (5,186)	 (5,186)

At 31 March 2008	 	 	 	 	  -   	 5,186

16. Schedule of loans
	  					     Loan
	 First 	  Last  	  	 Repaid in  	  	 outstanding at  
	 repayment	  repayment	  Original loan	  previous years	  Repaid in 2008	 31 March 2008	 Interest rate
			   £’000	 £’000	 £’000	 £’000	

15-Dec-03	 Sep-04	 Mar-08	 11,920	 8,940	 2,980	  -   	 4.6%

2-Jan-04	 Sep-04	 Mar-08	 8,825	 6,619	 2,206	  -   	 4.5%

			   20,745	 15,559	 5,186	  - 

The weighted average interest rate at 31 March 2008 is 4.5 per cent (2007: 4.5 per cent).	

In accordance with an agreement dated 14 October 2003, the BERR provided fixed-rate loan funding in the periods prior to  
Ofcom generating income. Interest rates were set with reference to the prevailing HM Treasury interest rate at the dates of drawdown.	

17. Maturity of the BERR loan
	 			    	 2008	 2007
	 	 	 	 	 £’000	 £’000

Less than one year					     -	 5,186

	 	 	 	 	 -	 5,186

There is no difference between the book value and the fair value of the loan at the balance sheet date.

Notes to the Accounts 
for the year ended 31 March 2008
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18. Provisions for liabilities and charges
  			   Early 	 Vacant  	  	 Legal  
			    Retirement	  property	  Restructuring	 Provision	 Total
			   £’000	 £’000	 £’000	 £’000	 £’000

At 1 April 2007			   1,335	 438	 858	 105	 2,736

Discount unwound in year			   29	 10			   39

Utilised in year			   (377)	 (63)	 (858)		  (1,298)

Provision (released)/increased			   (134)	 (126)	 1,685	 950	 2,375

At 31 March 2008	 	 	 853	 259	 1,685	 1,055	 3,852

Provisions are calculated in accordance with the requirements of FRS 12. Provisions are discounted by 2.2 per cent (2007: 2.2 per cent) per annum. 

The provision for early retirement £0.9m (2007: £1.3m) is for early retirement costs of former employees of Oftel, the Radiocommunications 
Agency and Ofcom and is payable primarily in the periods to 2014.	

The provision for vacant property includes two (2007:three) properties previously occupied by legacy organisations which are surplus to 
requirements. Professional advice has been taken in marketing vacant property and future income streams are recognised as and when  
sub-letting of properties is reasonably certain. The provision is the net present value (NPV) of the expected cash outflows calculated to the first 
lease break, net of the discounted value of future income streams secured from committed and reasonably certain future sub-letting agreements.	

A provision of £1.7m (2007: £0.9m) for future redundancy costs expected to be paid in the following financial year.	

Legal provisions reflect an assessment of costs relating to challenges to regulatory decisions which are expected to crystallise within one to two years.

19. Reserves
	 			    	 2008	 2007
	 	 	 	 	 £’000	 £’000

At 1 April 2007					      31,040 	 14,435

Actuarial gains/(losses) on defined benefit pension plans			   223	 (5,501)

Surplus for financial year					     8,310 	 22,106

At 31 March 2008	 	 	 	 	 39,573	 31,040

	 			    	 2008	 2007
	 	 	 	 	 £’000	 £’000

Income & expenditure reserve excluding pension asset and liability			   35,572	 27,262

Pension reserve					     4,001	 3,778

At 31 March 2008	 	 	 	 	 39,573	 31,040
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20. Reconciliation of operating surplus to net cash inflow from operating activities
	 			    	 2008	 2007
	 	 	 	 	 £’000	 £’000

Operating surplus					     8,454	 18,433

Amortisation					     2,462	 1,356

Depreciation					     3,888	 5,746

Profit on disposal of fixed assets				    (1)	 (16)

(Increase)/Decrease in debtors				    (2,351)	 5,476

Increase/(Decrease) in creditors				    6,505	 (15,340)

Increase /(Decrease) in provisions				    1,203	 (7,699)

Increase in pension assets and liabilities				    (3,678)	 (1,698)

Net cash inflow from operating activities	 	 	 	 16,482	 6,258

21. Cost of Capital
For the BERR loan, the cost of capital is the interest payable in the year. Interest receivable is the financial return  
on cash balances.

For all other net assets (except Consolidated Fund creditors, which are excluded in accordance with standard 
Government accounting practice), the cost of capital is calculated at 3.5 per cent (2007: 3.5 per cent) per annum  
in accordance with HM Treasury guidance.

22. Commitments under operating leases
	 			   Land & 		
	 	 	 	 buildings	 Other	 Total
				    £’000	 £’000	 £’000

Annual commitments under operating leases expiring:	

within one year				    4	  -   	 4

between two and five years			   126	  115 	 241

after five years				    6,331	  -   	 6,331

Total	 	 	 	 6,461	 115	 6,576

The above commitments exclude additional rent payments which may arise from a lease that is currently under review in line with the terms of the lease.
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23. Subsidiaries	
Broadcast Training and Skills 
Regulator Limited was incorporated 
on 6 July 2005.  The principal 
activity of the company is to regulate 
training in the broadcast industry. 
The company is limited by guarantee 
and Ofcom is its sole member.  
During the year the company had  
a turnover of £0.3m (2007: £0.3m), 
an operating loss after taxation of 
£0.2m (2007: £0.0m profit) and 
reserves of £0.0m (2007: £0.2m). 
Due to the size and extent of the 
subsidiary’s operations during the 
current financial year, the company’s 
operating results have not been 
consolidated in this report.	

	
24. Gaelic Media Service	
In accordance with Section 210 of 
the Communications Act 2003 and 
Section 183 of the Broadcasting Act 
1990, the Scottish Ministers paid 
£12.1m (2007: £11.8m) to Ofcom. 
This sum has not been reflected in 
these accounts but has been paid by 
Ofcom to the Gaelic Broadcasting 
Fund under the management of the 
Seirbheis nam Meadhanan Gàidhlig 
(the Gaelic Media Service). The 
Gaelic Media Service prepares 
separate reports and accounts to  
31 March each year. These are  
sent by Ofcom to the Secretary  

of State for Scotland and Scottish  
Ministers to be laid before the 
Scottish Parliament.	

25. Pensions	
A) STAKEHOLDER PENSION PLAN	
Ofcom’s primary means of providing 
pension benefits to its colleagues is by 
contributing to a stakeholder pension 
plan, which is a defined contribution 
pension plan. Employer contributions 
of £3.1m were made in the year 
ended 31 March 2008 (2007: £3.1m).	

B) CLOSED PENSION PLANS	
Ofcom operates two closed defined 
benefit pension plans:	
The actuaries are required to do 
a full actuarial valuation of the 
plans not more than three years 
after the last actuarial valuation. 
The actuaries project the year end 
value of the liabilities using the full 
actuarial valuations as a base.	
• The Ofcom Defined Benefit 
Pension Plan was established on  
29 December 2003. A full actuarial 
valuation was carried out as at 
31 March 2007 by a qualified 
independent actuary. The employer 
contribution made to the Ofcom 
Defined Benefit Pension Plan for 
the year ending 31 March 2008 was 
£1.8m (2007: £3.4m). This included 
a nil (2007: £1.0m) paid in advance. 

This rate will be reviewed following 
the next actuarial valuation. Ofcom 
also operates a defined contribution 
section to the plan and made 
contributions of £0.1m in 2008 
(2007: £0.1m); and	
• the Ofcom (Former ITC) 
Pension Plan, which Ofcom jointly 
participates in with three other 
organisations, S4C, S4C Masnachol 
and the Advertising Standards 
Authority. A full actuarial valuation 
for this plan was carried out as 
at 1 January 2007. The employer 
contribution made to the Ofcom 
(former ITC) Pension Plan in 2008 
was £3.3m (2007: £1.2m). This 
includes a payment in advance of 
£3m (2007: £1m). 	

The projected unit rate was used 
to derive the service cost for these 
plans. Under this method the current 
service cost will increase (when 
measured as a percentage of salary 
costs) as the members of the plan 
approach retirement. 	
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25. Pensions (continued)
ASSUMPTIONS
The major assumptions used by the independent actuary for accounting purposes only are:
	 			    	 2008	 2007
	 	 	 	 	 %	 %

Discount rate					     6.5	 5.4

Rate of increase in salaries				    4.9	 4.8

Rate of increase in payment of pre-97 excess over GMP pensions			   3.4	 3.3

Rate of increase in payment of post-97 excess over GMP pensions 			   3.3	 3.3

Inflation assumption					     3.4	 3.3

These assumptions have led to Ofcom recording an accounting pension asset in accordance with FRS 17. However, the actuarial valuations have shown 
that the Ofcom Pension Plan is in deficit, and Ofcom makes contributions in accordance with the actuary’s recommendations to fund the deficit.

BALANCE SHEET

The assets in the plans and the expected rate of return were:
	 		  Long-term rate	 	 Long-term rate
	 	 	 of return	 	 of return
	 	 	 expected at	 Value at	 expected at	 Value at
	  	 	 31 March 2008	 31 March 2008	 31 March 2008	 31 March 2007
	 	 	 %	 £’000	 %	 £’000

Corporate bonds			   4.4	 8,160	 5.4	 7,200

Index-linked bonds			   4.2	 160,020	 4.4	 160,500

Equities			   7.4	 39,840	 7.9	 34,700

Cash			   5.3	 5,680	 5.3	 100

Total market value of assets	 	 	 213,700	 	 202,500

Present value of plan liability			   (171,360)		  (190,430)

Surplus in the plans	 	 	 	 42,340	 	 12,070

Unrecoverable surplus				    (32,500)		  (5,900)

Net Pension asset	 	 	 	 9,840	 	 6,170

FRS 17 requires that, where a plan is in surplus, the surplus on the balance sheet can only be recognised if it is available to the employer  
as a refund of contributions or a “contribution holiday”. The number of active members in the plan decreased, therefore the actuaries  
have calculated an unrecoverable surplus of £32.5m (2007: £5.9m). This has been charged to the Statement of recognised gains and losses.
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25. Pensions (continued)
ANALYSIS OF THE AMOUNT CHARGED TO OPERATING SURPLUS

	 			    	 2008	 2007
	 	 	 	 	 £’000	 £’000

Current service cost					     3,290	 2,920

Total operating charge	 	 	 	 	 3,290	 2,920

ANALYSIS OF THE AMOUNT CHARGED TO OTHER FINANCE INCOME

	 			    	 2008	 2007
	 	 	 	 	 £’000	 £’000

Expected return on pension plans’ assets				    10,020	 9,120

Interest on pension liabilities				    (10,170)	 (9,290)

Net return	 	 	 	 	 (150)	 (170)

ANALYSIS OF THE AMOUNT RECOGNISED IN THE STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES (STRGL)

	 			    	 2008	 2007
	 	 	 	 	 £’000	 £’000

Actual return less expected return on plans’ assets				   4,660	 (380)

Experience gains/(losses) arising on the plans’ liabilities			   (1,800)	 2,920

Changes in assumptions underlying the present value of pension scheme liabilities		  23,940	 (2,140)

Increase in unrecoverable surplus				    (26,600)	 (5,900)

Actuarial gain/(loss) recognised in STRGL	 	 	 	 200	 (5,500)

Included in the unrecoverable surplus is an amount of £0.4m (2007: nil) of past service cost and curtailment.
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25. Pensions (continued)
MOVEMENT IN SURPLUS DURING THE YEAR

	 			    	 2008	 2007
	 	 	 	 	 £’000	 £’000

Surplus in plans at 1 April				    6,170	 10,200

Total current service cost					    (3,290)	 (2,920)

Employer’s contributions (including those unpaid at measurement date)			   6,910	 4,560

Other finance cost					     (150)	 (170)

Actuarial gain/(loss)					     200	 (5,500)

Surplus in plans at 31 March	 	 	 	 9,840	 6,170

Employer’s contributions include £1.8m which has been placed in a trust account. Funds transferred to and held in the trust  
account can only be paid into one of the two Defined Benefit Pension Schemes and are not able to be used for any other purpose.

HISTORY OF EXPERIENCE GAINS AND LOSSES
	 		  2008	 2007	 2006	 2005

Difference between the expected 
and actual return on scheme assets:				  

	 Amount (£’000)			   4,660	 (380)	 13,660	 3,390

		 Percentage of schemes assets		  2.0%	 (0.0%)	 6.9%	 2.0%

Experience (losses)/gains on schemes liabilities:				  

	 Amount (£’000)			   (1,800)	 2,850	 (4,740)	 6,430

	 Percentage of the present value of the schemes liabilities	 (1.0%)	 1.0%	 (2.5%)	 4.1%

Total amount recognised in statement of 
total recognised (losses)/gains:				  

	 Amount (£’000)			   200	 (5,500)	 (9,580)	 9,820

	 Percentage of the present value of the schemes liabilities	 (0.0%)	 (3.0%)	 (5.1%)	 6.2%
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25. Pensions (continued)
C) UNFUNDED PENSION LIABILITIES
The pension provision is in respect of the unfunded pension liabilities which fall to Ofcom for former Chairmen of the 
Independent Television Commission and the Radio Authority and former Director Generals of Telecommunications. 
The pension provision is unfunded, with the benefits being paid as they fall due and guaranteed by Ofcom. There is 
no fund, and therefore no surplus or deficit. Actuarial advice has been sought to ensure that the provision is set at a 
realistic level.

An actuarial valuation was carried out by Towers Perrin as at 31 March 2008. The same bases and assumptions  
as noted above in respect of the defined benefit schemes. 

ANALYSIS OF THE AMOUNT DEBITED TO OTHER FINANCE COSTS

	 			    	 2008	 2007
	 	 	 	 	 £’000	 £’000

Interest on pension liabilities				    (48)	 (45)

Net return	 	 	 	 	 (48)	 (45)

ANALYSIS OF THE AMOUNT RECOGNISED IN THE STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES (STRGL)

	 			    	 2008	 2007
	 	 	 	 	 £’000	 £’000

Experience losses arising on the plans’ liabilities				    (55)	 (13)

Changes in assumptions underlying the present value of pension scheme liabilities		  78	 12

Actuarial gain/(loss) recognised in STRGL	 	 	 	 23	 (1)

MOVEMENT IN DEFICIT DURING THE YEAR

	 			    	 2008	 2007
	 	 	 	 	 £’000	 £’000

Deficit in plans at 1 April					    909	 921

Total current service cost					    -	 -

Employer’s contributions (including those unpaid at measurement date)			   (58)	 (58)

Employee contributions					     -	 -

Other finance costs					     48	 45

Actuarial gain/(loss)					     (23)	 1

Deficit in plans at 31 March	 	 	 	 876	 909
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26. Related parties
Ofcom does not consider that  
its regulatory and licensing role 
creates the relationship of a related 
party between itself and licence 
holders as defined by Financial 
Reporting Standard 8, ‘’Related 
Party Transactions’’. 

Members of the Board submit  
an annual declaration confirming 
that they have no interests prejudicial 
to their function as a Member of 
Ofcom. There were no purchases  
or sales transactions between  
Ofcom and its Members.

The Secretaries of State for the 
Department for Business, Enterprise 
and Regulatory Reform (BERR) and 
the Department for Culture, Media 
and Sport (DCMS) are regarded  
as the controlling related parties  
of Ofcom under the terms of the 
Office of Communications Act 2002.

Details of the loan funding from  
the BERR are provided at Notes 15 
to 17 of these financial statements. 
Details of all grant-in-aid income 
from BERR and DCMS are provided  
at Note 3 and Note 13 respectively  
of these financial statements.

 At 31 March 2008, the following 
creditors were held in respect of 
grant-in-aid provided by BERR:

• Spectrum management  
– £25m (2007: £23.8m);
• Spectrum Efficiency Scheme  
– nil (2007: £0.2m);
• Spectrum Clearance – £0.7m;
• Programme of spectrum awards  
– £1.5m (2007: £0.9m); 
• Competition law enforcement  
– £0.5m (2007: £0.8m);
• Community Radio  
– £0.01m (2007:£0.4m);
• Media Literacy  
– nil (2007:£0.1m) and
• Public interest test  
– £0.3m (2007:£0.1m).

Ofcom made payments of £0.1m 
(2007: £0.1m) to HM Treasury in 
respect of the full employment costs 
of colleagues seconded by BERR 
to Ofcom in the year. At year-end 
a creditor of nil (2007: £0.2m) was 
owing to HM Treasury.

27. Financial instruments
Ofcom has no significant exposure 
to liquidity, interest rate or currency 
risks. FRS 13, Derivatives and Other 
Financial Instruments, requires 
disclosure of the role which financial 
instruments have had during the 
year in creating or changing the 
risks an entity faces in undertaking 
its activities. Because of the nature 
of its activities and the way in which 

Ofcom is financed, it is not exposed 
to the degree of financial risk faced 
by business entities. 

Moreover, financial instruments 
play a limited role in creating  
or changing risk compared with 
listed companies to which FRS 13 
mainly applies. Ofcom has very 
limited powers to borrow or invest 
surplus funds, all debts carry fixed 
interest rates and financial assets  
and liabilities that are generated  
by day-to-day operational activities 
do not change the risks facing  
Ofcom in undertaking its activities.

There is no material difference  
at the balance sheet date between  
the fair value and the carrying value  
of financial assets and liabilities.

As permitted by FRS 13, debtors 
and creditors which mature or 
become payable within 12 months  
of the balance sheet date have  
been omitted from this assessment.

28. Capital commitments
At 31 March 2008 there were capital 
commitments of £1.1m (2007: 
£0.7m), primarily related to the  
IS renewal programme.

Notes to the Accounts 
for the year ended 31 March 2008
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29. Receipts transferred  
to the Consolidated Fund
In accordance with Section  
400 of the Communications Act  
2003, Ofcom remitted £57.3m  
(2007: £59.5m) of Broadcasting  
Act Additional Payments and  
fines to the Consolidated Fund  
and Treasuries. 

£173.6m (2007: £170.4m) of 
WT Act licence fees was remitted 
to BERR for transfer to the 
Consolidated Fund. Details on 
amounts due to the Consolidated 
Fund at 31 March 2008 are  
disclosed at Note 13 to these  
financial statements.

30. Contingent liabilities 
From time to time, Ofcom will 
be subject to legal challenge and 
judicial review of decisions made 
in the normal course of its business 
as regulator of the communications 
sector. Legal judgements could 
give rise to liabilities for legal costs. 
Provision has been made in these 
financial statements (see Note 18) 
for costs which are quantifiable. 
However, in some cases costs cannot 
be quantified, because the outcome 
of proceedings is unknown, and there 
is therefore considerable uncertainty 
as to the nature and extent of any 
subsequent liability.

31. Whole of  
government accounts
At 31 March 2008, Ofcom owed 
£29.2m (2007: £33m) and nil 
was owed to Ofcom by central 
government bodies. There are  
no balances with local authorities, 
NHS Trusts or public corporations 
and trading funds.

S.400 shows £4.5m owing  
to central government bodies.
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