Get in touch – we’re here to help
What is your question about?

Payment of
your pension
or entitlement
to benefits

A matter for
the attention of
the Scheme
Chairman or an
individual trustee

Trustee policy on
an issue or the level
of service provided
by the Scheme

Telephone

Write

Surname A-J

BCSSS Scheme Secretary
Coal Pension Trustees Services
Limited
Hussar Court
Hillsborough Barracks
Sheffield S6 2GZ

0845 609 0012
(UK local no.)

(+44) 114 203 4613
(Abroad standard charge no.)

Surname K-Z

0845 609 0013
(UK local no.)

(+44) 114 203 4629
(Abroad standard charge no.)
OR

The deduction
of tax from
your pension

OR

Telephone

0114 285 4602
OR

E-mail

bcsss.enquiries@coal-pension.org.uk

Write

The Administration Office
BCSSS
5th Floor
The Fountain Precinct
Balm Green, Sheffield S1 2JA
OR

E-mail

bcsss.enquiries@aonconsulting.co.uk

Remember to quote your National
Insurance/Scheme Number

Write

HM Revenue and Customs
Enquiry Centre
Merseyside Tax District
Regian House
James Street
Liverpool L75 1AA
OR

Telephone

BCSSS
For members of the British Coal Staff Superannuation Scheme

0845 302 1459
Remember to quote
your National
Insurance
Number and
Reference 428/NCBP
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BCSSS Pensions News is also available on CD, please contact the
Scheme Secretary if you wish to receive a copy on CD.
For more information about the Scheme visit the Scheme website at:
www.bcsss-pension.org.uk

Committee Appointments – Committee of Management Update
2009 Pensions Increase and Bonus Augmentations
Summary Report and Accounts
Investment conditions and 2009 actuarial valuation
Inheritance Tax
Pension paydays for 2009
State Benefit Update

It is important that we know how to contact you. Remember to notify the administration office
if you move house. If you know of any former colleagues who have moved recently, why not
remind them to give the administration office their new address.
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Contact addresses and telephone numbers
Winter 2008/2009

Have we got the right address for you?

BCSSS pensions news
Annual General Meeting – 2008

COM Appointments – Committee of Management Update

The 2008 Annual General Meeting (AGM) was held in Nottingham on Thursday 25 September 2008.
The AGM was attended by over 100 Scheme members who joined the Committee of Management,
Scheme officials and guests to hear a presentation from the Scheme Chairman, Philip Read.

In the last edition of BCSSS Pensions News
we reported that the Scheme Chairman’s first
term of office was due to come to an end on
20 September 2008, and that the Committee
had agreed to re-appoint Mr Philip Read as
Scheme Chairman for a second term. We also
reported that we had sought the Secretary of
State’s approval to Philip’s re-appointment.
This was duly received and Philip has now been
re-appointed for a period of 18 months, after
which he will be eligible for re-appointment.

The Chairman presented a summary of the Scheme’s Report
and Accounts and updated the meeting with details of
Trustee appointments, investment strategy and performance.
A number of written questions had been put to the meeting
and these were read, along with the response of the Trustees,
by the Scheme Secretary, Dawn Shirley. This was followed by
the usual ‘open forum’ session where those attending could
ask further questions. As with previous years this was a lively,
wide ranging discussion.

Copies of the presentations made to the AGM and a
transcript of the open forum session can be requested from
the Scheme Secretary at the address given on the back page
of this newsletter.
Information about the 2009 AGM, due to be held in Scotland
on Thursday 24 September 2009, will be published in the
next edition of BCSSS Pensions News and on the Scheme’s
website – www.bcsss-pensions.org.uk.

Summer 2008 Pensioner Representative Election
The term of office for Bleddyn Hancock came to an end on 30 September 2008 and consequently an
election in the North West England, West Midlands, Wales and Northern Ireland constituency was held
during August and September 2008. Bleddyn was re-elected with a large majority and will now serve as the
Pensioner Representative for his constituency for a period of four years – to the end of September 2012.
Result in detail
• Three candidates stood for election
• 7,319 members voted, 44.9% of the 16,296 who
were eligible to vote
• Bleddyn Hancock, the successful candidate received
just under 66% of the votes cast.
Our congratulations go to Bleddyn and our thanks to all
those who stood for election and those who voted.
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Mrs Heather McGuire’s first term of office is due to end
on 30 April 2009. At its recent meeting the Committee
of Management agreed that Heather should be re-appointed
for a further three year term to 30 April 2012. Heather is a
Fellow of the Pensions Management Institute and a trustee to a
number of pension schemes. She has recently retired as Group
Pensions Manager for Associated British Ports (ABP). Heather
currently acts as Chair to the Administration and Benefits Subcommittee which monitors the performance of the Scheme’s
administrator, Aon Consulting.
Mr Nick Watts, who served among other things, as the
Chairman of the Investment Sub-committee, resigned as a
trustee by mutual consent with effect from 6 September 2008.
The trustees would like to record their appreciation of Nick’s
service as investment consultant, trustee and Investment
Sub-committee Chairman over his long association with the
Scheme, and to thank him for the significant contribution he
has made to the Scheme’s affairs over many years.
We are now in the process of identifying a replacement
trustee. Although the responsibility for the selection and
appointment of Appointed members of the Committee
belongs to the Committee itself, the appointment of a
Chairman of the Investment Sub-committee is subject to
the approval of the Guarantor.

Summer 2009 election
A ballot will be held during August/September 2009 for the
election of Pensioner Representative trustee in the Scotland
and North East England constituency. The current Pensioner
Representative trustee for this constituency, Mr Allen Clark,
is eligible to stand for re-election. Further details of the
arrangements for that election will appear in the next edition
of BCSSS Pensions News, due to be published in the Summer
of 2009, and on the Scheme website.
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BCSSS pensions news
Pensions Increase and Bonus Augmentations
Each year, in January, BCSSS pensions are increased. The increase is based on the change in the Retail Prices
Index (RPI) over the previous year to November. The increase in RPI to November 2008 as published by
the Office for National Statistics was 3.0% and this forms the basis of the Scheme’s 2009 pension increase.
It is important to note that the increase does not apply to all of your pension. The table below gives an overview of the
different elements of your pension and how they are increased.

Summary of the Scheme’s Accounts
for the year to 31 March 2008
At the Scheme year-end, 31 March 2008, the Fund stood at just under £11 billion. This was just
over £1.1 billion less than at the end of the last Scheme year.
Income

Pension element

Description

Increase

The Scheme’s main source of income is the return on its investments. In the year to March 2008 this amounted to £227 million.

Guaranteed Pension

This is the pension you earned up to
privatisation of the coal industry (when
the Scheme became closed) indexed
year-on-year since that time.

This is increased each year by the rise
in RPI (although please see the notes
on Guaranteed Minimum Pension
given below).

Expenditure

If you were a contributor after April 1978,
part of your guaranteed pension (described
above) is the Guaranteed Minimum Pension
(GMP) that the Scheme pays you as an
alternative to the State Earnings Related
Pension Scheme.

From State Pension Age, the State pays
RPI increases on all of the GMP you
earned up to 1988, and any RPI increase
above 3% on the remainder. The Scheme
pays the first 3% of any increase on your
post 1988 GMP.

The running costs of the Scheme for the year were £32 million. At £27 million, investment management expenses
represent the bulk of the Scheme’s running costs.

Your pre 2003 bonuses are now all
reducing bonuses because they became
subject to standstill as a result of the deficit
revealed in the Bonus Augmentation Fund
by the 2003 valuation.

These bonuses reduce each year by
the same amount that your guaranteed
pension has increased.

Change in value of Fund

To offset the reduction in the bonuses
described above, a replacement bonus has
been paid every year since 2005. The
effect of the reducing and replacement
bonuses added together preserves the
level of your pre 2003 bonuses and makes
sure pensioners have always had the full
benefit of the guaranteed pension increase,
inclusive of bonuses, despite the valuation
deficit in that year. This protection will
continue until at least 2010.

These bonuses remain level and do not
increase by RPI each year.

Guaranteed Minimum
Pension (GMP)

Reducing Bonuses

Level Bonuses

Since April 2007 an additional bonus from
the 2006 valuation surplus has been paid. If
you were a pensioner before 1 April 2007
that bonus will have been 5.5% of your
guaranteed pension at that time and this is
paid as a further level bonus on top of your
guaranteed pension and other bonuses.
If you had not retired by 1 April 2007, you will
have been credited with a 10.5% level bonus.

Expenditure on benefits amounted to £680 million – at the year-end pensions were being paid to 63,630 members and
dependants. £240 million was paid to the Guarantor, made up of £140 million from the Guarantor’s Fund and £100 million
from the Investment Reserve.

The total expenditure was, therefore, £952 million and this exceeded income by £725 million. The shortfall was met by
the sale of assets. The need to sell assets is to be expected in a Scheme as mature as BCSSS, and is fully anticipated by
the Actuary when conducting the Scheme valuations.

Over the year the market value of the Scheme’s assets decreased by £411 million reflecting the downturn in world stock
markets. As a result the value of the Fund decreased by £1,136 million (£411 million plus the £725 million shortfall of
income compared to expenditure) bringing the value of the Scheme’s assets at 31 March 2008 to £10,860 million.

Membership details

Contributors
Deferred pensioners
Pensions in payment
Former contributors
Widows/widowers
Children

As at 31 March 2008

As at 31 March 2007

0
9,158

0
10,153

45,015
18,372
243

45,663
18,740
255

Letters detailing each pensioner’s individual increase in benefits will be issued with the January 2009 payslip.
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BCSSS pensions news
Financial statement for year ended 31 March 2008

Investment strategy

The Consolidated Fund Account

The Committee carries out a triennial
strategic review after each actuarial
valuation taking a fresh look at the
allocations to different asset classes
consistent with its investment objectives.

2008
£ million

2007
£ million

227
0
227

228
1
229

(680)

(637)

(27)
(5)
(240)
(952)
(411)
(1,136)

(24)

Income
Income from investments
Transfers (re-instatements)
Total Income
Expenditure
Pensions and lump sums

The target asset allocation that applied as at 31 March 2008 was:

Strategic asset allocation as at 31 March 2008

The outcome of the most recent review will
further diversify sources of expected returns away
from equity markets with a greater allocation
to absolute return mandates. This approach is
designed to produce a similar level of expected
return but less volatility.

Running costs:
Investment management
Other administration costs
Payments to Guarantor
Total Expenditure
Change in market value
Net Increase/Decrease in Fund during year

(5)
(253)
(919)

789
99
11,897
11,996

11,996
10,860

Net assets at 31 March 2007/2006
Net assets at 31 March 2008/2007

The Fund is invested as a whole but, for
accounting purposes, it is divided into
four sub-funds reflecting the operation
of the guarantee arrangements set out
in the Scheme Rules.

£ million

Guaranteed Fund
Bonus Augmentation Fund
Investment Reserve
Guarantor’s Fund
Total assets

7,447
1,418
1,550
445
10,860

Total Fund movement over the last 5 years
(measured at Scheme year-end)
12
£9,647m
£10,102m
£11,897m
£11,996m
£10,860m

10
Million

2004
2005
2006
2007
2008

8
6
4
2
0

6

Total

100%

Global Equities

Cash

There were three global equity mandates as at 31 March 2008.
Barclays Global Investors Limited manages equities passively.
The mandate represents about 28% of the Fund, with the aim
of matching the return on particular stock market indices.
The other managers are active managers and were:

Sterling cash is managed by Insight Investment Management
(Global) Limited. Non-sterling cash is held on deposit with
JP Morgan Chase Bank N.A.

AllianceBernstein Institutional Investments
Market value of sub-funds at 31 March 2008

16.4%
12.6%
7.7%
3.7%
2.1%
2.8%
10.0%
16.0%
8.0%
20.7%

Investment managers

Goldman Sachs Asset Management International

Value of sub-funds

Equities
• UK
• United States
• Continental Europe
• Japan
• Developed Asia
• Emerging markets
Property
Fixed interest and cash
Index-linked
Absolute Return

UK Equities
Schroder Investment Management (UK) Limited manages
a portfolio benchmarked to the FTSE UK small cap index.

Emerging Markets Equities

Absolute Return
The Scheme’s absolute return investments comprise various
investment strategies benchmarked on cash returns, price
inflation or an internal rate of return, and designed to capture
manager skill. The precise mandates vary from time to time
and will include, but are not limited to, long term unconstrained
equity mandates, holdings in private equity and corporate
governance funds. Most are held through pooled funds, or
fund of funds, although some are held in segregated mandates.

First State Investment Management (UK) Limited
manages a portfolio benchmarked to the FTSE
All-Emerging Markets Index.

Bonds
Fixed interest bonds are managed actively by Goldman
Sachs Asset Management International whose portfolio
is benchmarked to UK Government and corporate fixed
interest bonds. The index-linked portfolio is managed by
Barclays Global Investors Limited and includes exposure
to interest rate swaps and cash funds that in combination
provide an enhanced inflation linked return.

Property
2004

2005

2006
Year

2007

2008

This is managed by a specialist manager, LaSalle Investment
Management. The portfolio comprised predominantly
UK properties in the retail, office and industrial sectors.
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BCSSS pensions news
Investment performance

Investment Conditions and 2009 Actuarial Valuation

The trustees set an outperformance target for each active
manager to beat the benchmark return derived from the indices
for the market in which the manager invests. These specific
outperformance targets are linked to risk controls which are
intended to cap the level of risk managers take in seeking to
achieve their targets. The outperformance targets set for each
manager reflect the nature of their mandates.

Since the Scheme year-end of 31 March 2008 there has been a great
deal of volatility in global stock markets. Overall, global equities have
fallen sharply and negative sentiment surrounds the US and European
economies, reflecting the events of the credit crisis. The Scheme
invests in a range of asset classes, including UK and overseas equities.
In times of economic stress the value of these assets will fluctuate and
the Scheme is not immune to events in the wider economic climate.

The average annual investment returns for the Fund as a whole to
31 March 2008 over one, three and five years all exceeded their
benchmark targets, as can be seen in the table below.

The current volatility in financial markets
will impact on the results of the next
actuarial valuation which is due to take
place in March 2009.

Scheme

Benchmark

1 year

-2.2%

-2.6%

3 years

10.3%

9.9%

5 years

13.9%

13.5%

It is too early to say what the outcome
of the valuation will be and results are
not expected to be available until early
2010. However, the current conditions
may mean that there are insufficient funds
to be able to declare new bonuses or
possibly even to maintain the current
level of bonuses.

Nevertheless, it is important to note
that regardless of the Scheme’s funding
position, each member’s ‘core’ guaranteed
pension will increase each year in line
with the increase in the Retail Prices
Index (RPI). Although bonuses are not
guaranteed in the same way, members’
total benefits cannot fall in cash terms.
We intend to keep members fully informed
through BCSSS Pensions News of the
outcome of the valuation.

It should be noted that short-term investment returns can be variable in
absolute terms, even negative. However, the Committee expects that the
investment strategy is capable of generating surpluses in the long term.
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BCSSS pensions news
Pension paydays for 2009

Inheritance Tax
At the Annual General Meeting in Nottingham,
one pensioner raised the issue of the complexity
of Her Majesty’s Revenue & Customs (HMRC)
forms concerning inheritance tax and requested
that some guidance be provided through BCSSS
Pensions News to assist with the completion of
the inheritance tax forms where inheritance tax
is due to be paid.

Pensions in payment are guaranteed for five years. Where
a pensioner dies within that five year period, the balance of
pension due for the remainder of that period is paid as a lump
sum. Such lump sums will also be paid either at the Trustees’
discretion or to the deceased member’s estate. Again, it
should be clear from the correspondence regarding the lump
sum whether it is being paid to a deceased member’s estate
or at the Trustees’ discretion. Only those payments made
to the deceased member’s estate need to be declared for
inheritance tax purposes.

If the estate owes inheritance tax, the main form that needs to
be completed is the IHT400 inheritance tax account form.

Changes to Pension Benefits

IHT400 asks whether the deceased had any retirement
provision other than a State pension and where this is the case,
a supplementary form – IHT409 – is required to be completed.
Set out below is information about the Scheme that should
assist with the completion of form IHT409 in respect of a
deceased member of BCSSS.
BCSSS is registered with HMRC for income tax purposes
under the following reference number: 00330050RC.

Continuing Pension Payments
On the death of a Scheme member, no further payments of
the member’s pension are made. A widow’s or dependant’s
pension may be payable from the Scheme, however, this is
not subject to Inheritance Tax.

Lump Sum Benefit
Any lump sum benefit paid from the Scheme in the event of
a Scheme member’s death would be paid at the Trustees’
discretion even if the member had made an ‘election and
declaration’ under Rule 28A of the Scheme. It is important
to note that, although the Trustees will consider the wishes
of the member, the election in no way binds the Trustees.
In some cases, the Trustees may decide to pay a lump sum
death benefit to a member’s estate.
Lump sum death benefits paid at the Trustees’ discretion
do not have to be declared for inheritance tax purposes.
However, lump sum death benefits paid to a member’s estate
do. It should be clear from the correspondence regarding the
lump sum death benefit whether it is being paid to a deceased
member’s estate or at the Trustees’ discretion.
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Scheme members are not permitted by the Scheme to
dispose of any benefits payable nor to make changes to the
benefits to which they are entitled in a way which would
alter their tax position.

Scheme pensions will be paid into pensioner bank accounts
on the following paydays in 2009:

30 January 2009

31 July 2009

27 February 2009

28 August 2009

31 March 2009

30 September 2009

30 April 2009

30 October 2009

29 May 2009

30 November 2009

30 June 2009

23 December 2009

Contributions to BCSSS
No employer or employee contributions have been made
to the Scheme since 2004.

Alternatively Secured Pension Funds
and Secured Pension Funds
An Alternatively Secured Pension Fund (ASP) is a fund of
money that has been earmarked for the benefit of a member
or a dependent (who is aged 75 or over) but has not been
used to secure a pension.
A Secured Pension Fund is a money purchase arrangement
that allows pension benefits to be taken each year until age
75 at which time any remaining balance must be used to
purchase an annuity.
BCSSS provides neither Alternatively Secured Pensions nor
Unsecured Pensions.
Should you require any further information regarding the
Scheme, please contact the Scheme’s administration office
whose contact details can be found on the back page of
this Newsletter.

State Benefits Update
Please note that information about State benefits is included where we think this
may be of interest, or help, to members. If you would like further information
about State benefits please contact the relevant Government office. BCSSS staff
are not able to provide any advice or further information about State benefits.

State Pension Increase
The amount of State Basic pension
you receive will depend on your
own (or your late spouse or civil
partner’s) National Insurance
contributions and your own
individual circumstances. The
amount of pension you receive is
increased each April by the rise
in the Retail Prices Index (RPI) to
the previous September.

The increase in the RPI for September
2008 has been published as 5.0%.
This will mean that the single person’s
State Basic pension should increase
to £95.25 per week from April 2009.
The increased amount for couples is
expected to be £152.30 per week.

In addition, the guaranteed minimum
income provided through the Pension
Credit will increase to £130.00 per
week for single pensioners, and £198.45
per week for couples from April 2009.
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