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The Scheme Rules provide that Guaranteed pensions are increased from 1 January each year 
and that any increase is determined by the rise in the Retail Prices ‘all items’ Index (RPI) 
measured over the year to November. 

The increase in RPI to November 2009 as published by the Office for National Statistics was 0.3% and this forms the  
basis of the Scheme’s 2010 pension increase.

It is important to note that the increase does not apply to your entire pension.  Your pension is made up of a number  
of different elements and how they are increased is detailed in the table below.

Pension element 
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.

Guaranteed Minimum Pension (GMP) –  
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. 

Reducing Bonuses

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

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.

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

Letters detailing each pensioner’s individual increase in benefits will be issued with the January 2010 payslip. 



2009 Actuarial Valuation

Valuation Overview

The Scheme’s Actuary has completed his three yearly 
actuarial valuation of the Scheme as at 31 March 2009.  
Investment conditions have improved substantially since 
the valuation date and the Government Actuary has taken 
account of those improvements in the valuation.  

Despite this improvement in the value of the assets, 
as we anticipated in the last edition of Pensions News, 
the results show the Scheme to be in deficit.  As a 
consequence, your level bonuses become subject to the 
‘standstill’ provisions of the Scheme.  Standstill means 
that your ‘level’ bonuses (those bonuses awarded as 
‘replacement’ bonuses between 2005 and 2010 and  

the bonus awarded in April 2007) must now be 
converted to ‘reducing’ bonuses, as happened to your 
pre-2003 bonuses following the deficit revealed by the 
2003 actuarial valuation of the Scheme. 

However, there is sufficient residual surplus in the Bonus 
Augmentation Fund to provide new level replacement 
bonuses to offset these reductions.  The overall effect will 
be that, in each of 2011, 2012 and 2013, your guaranteed 
pension will increase in line with inflation and your total 
bonuses will remain unchanged in cash terms.

Further details of the valuation are given below.

The Guaranteed Fund

The benefits fully covered by the Government Guarantee 
are paid from the Guaranteed Fund.  These are all your 
benefits except bonuses.  Benefits in the Guaranteed  
Fund, including annual RPI increases, are guaranteed by  
the Government regardless of the size of any deficit.

In accordance with the provisions of the Guarantee, the 
shortfall of £960 million in the Guaranteed Fund has 
been met by a transfer from the Investment Reserve.  An 
additional £19 million has also been transferred from the 
Investment Reserve to the Guaranteed Fund to meet the 
cost of expected expenses in the Guaranteed Fund.

Valuation Results

Under the Scheme Rules, the BCSSS Fund is notionally split into sub-funds reflecting the operation of the Guarantee.

The results of the Actuary’s valuation of each sub-fund are shown below. 

Sub-fund Assets
£m

Liabilities
£m

Surplus (Deficit) 
£m

Guaranteed Fund

Bonus Augmentation Fund

Guarantor’s Fund

Investment Reserve
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5,266

964

342

1,086

6,226

1,092

249

–

93

–

(960)

(128)
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The Bonus Augmentation Fund

The bonuses awarded from valuation surpluses since 
the Government Guarantee took effect in 1994 are 
paid from the Bonus Augmentation Fund.  Although the 
Bonus Augmentation Fund is not fully protected by the 
Government Guarantee, bonuses do have the protection  
of standstill, described below.

The deficit revealed in the Bonus Augmentation Fund 
means that your level bonuses will be converted to a 
reducing bonus and added to your existing reducing 
bonus.  Your total reducing bonus will decrease each 
year by the amount of RPI increase on your guaranteed 
pension until your reducing bonus has reduced to zero.  

The conversion of your level bonuses to a reducing bonus 
means that the liabilities of the Bonus Augmentation Fund 
have decreased, since the amount of money needed to pay 
a bonus which reduces each year is less than that needed 
to sustain a level bonus payable for life.  The Actuary has 
assessed the liabilities of the Bonus Augmentation Fund 
after the conversion of level bonuses to a reducing bonus, 
as being £633 million, leaving a residual surplus of £331 
million (i.e. assets of £964 million less liabilities of £633 
million = £331 million).

This residual surplus has enabled the Trustees, with the 
consent of the Guarantor, to award new level replacement 
bonuses.  These new level replacement bonuses are 
described in more detail later on in the article.

The Guarantor’s Fund

The Guarantor’s Fund currently holds the Guarantor’s 
share of the 2000 and 2006 valuation surpluses, each of 
which is paid to the Guarantor as a stream of payments 
over a ten year period.  The Guarantor declined to 
request payment of £140 million it was due to be paid  
on 31 March 2009 from the Guarantor’s Fund.  As such, 
the Guarantor’s Fund had a surplus of £93 million as at 
31 March 2009.

The Investment Reserve

The Investment Reserve holds the Guarantor’s share of  
pre-1994 valuation surpluses and acts as a buffer in the 
event of a valuation deficit in the Guaranteed Fund.  It  
has no quantifiable liabilities.  

As mentioned above, £960 million has been transferred  
from the Investment Reserve to the Guaranteed Fund, 
and an additional £19 million has also been transferred to 
meet the cost of expected Guaranteed Fund expenses.  

Any surplus in the Guaranteed Fund at future valuations 
must first be used to re-instate the Investment Reserve, 
before any can be transferred to the Bonus Augmentation 
Fund to provide new bonuses.  



New Bonuses

As mentioned above, the conversion of previous level 
bonuses to a reducing bonus means that there is a 
residual surplus in the Bonus Augmentation Fund.  
This residual surplus has enabled the Trustees, with 
the consent of the Guarantor, to award new level 
replacement bonuses.

New level replacement bonus pensions will be paid in 
January 2011, January 2012 and January 2013.  These 
replacement bonuses will replace the reduction, if any, in 
bonuses caused by standstill.  The overall effect will be 
that, in each of those years, your guaranteed pension will 
increase in line with inflation and your total bonuses will 
remain unchanged in cash terms.

The level replacement bonus declared after the 2006 
actuarial valuation and due to be paid in January 2010 will 
still be paid, but this will also be in the form of a reducing 
bonus as a result of standstill.

These arrangements apply to all BCSSS beneficiaries and 
potential beneficiaries.  

Implications for Members who took the 
Levelling Option

The valuation results have no impact on the levelling 
option, so there will be no change to the amounts of 
levelling option addition paid until State Pension Age, 
or to the levelling option deduction applied from State 
Pension Age.

Guaranteed Minimum Pensions

Increases to Guaranteed Minimum Pensions (GMP) added in 
April each year do not apply for the purposes of standstill, 
so members who receive these increases will not suffer a 
corresponding reduction in bonuses.

The GMP is the minimum pension that the Scheme must 
pay in respect of Scheme service after 5 April 1978.  It is 
broadly equivalent to the second State pension (SERPS) 
that members would have earned had they not been 
contracted out of SERPS.  From age 65 (60 for women), 
any RPI increases added in January each year in accordance 
with Scheme Rules do not apply to the GMP element of a 
member’s pension.  However, by law the Scheme must pay 
RPI linked increases (but capped at a maximum of 3%) in 
April each year on that part of the GMP which relates to 
service after 5 April 1988.  These increases do not trigger  
a corresponding standstill reduction to reducing bonuses.

Future Valuations

We expect the valuation as at March 2012 to be 
completed by March 2013.  If there is a surplus in the 
Guaranteed Fund, the first call on the surplus will be 
to repay the amount transferred from the Investment 
Reserve to eliminate the 2009 valuation deficit in the 
Guaranteed Fund, together with investment income 
earned on that amount.  Only after that amount has been 
repaid in full can surpluses be transferred to the Bonus 
Augmentation Fund to provide new bonuses.  

Scheme Rules provide for standstill to apply until reducing 
bonuses have reduced to zero.  The speed at which this 
happens will depend on the rate of inflation.  If the current 
low level of inflation continues, it will take a number of 
years to erode the value of those bonuses to zero.     
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Post-valuation Funding Position

Following the transfer from the Investment Reserve to the Guaranteed Fund, and the conversion of level bonuses 
to a reducing bonus, the funding position of the Scheme is as follows: 

Sub-fund Assets
£m

Liabilities
£m

Surplus (Deficit) 
£m

Guaranteed Fund

Bonus Augmentation Fund

Guarantor’s Fund

Investment Reserve

6,245

964

342

107

6,245

633

249

–

–

331

93

–



Summary of the Scheme’s Accounts 
for the year to 31 March 2009
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At the Scheme year-end, 31 March 2009, the Fund stood at £7,658 million.

Income

The Scheme’s main source of income is the return on its 
investments.  In the year to March 2009 this amounted to 
£212 million. 

Expenditure

Expenditure on benefits amounted to £682 million –  
at the year-end pensions were being paid to 62,516 
members and dependants.  £100 million was paid to  
the Guarantor from the Investment Reserve.  The 
Investment Reserve holds the Guarantor’s share of  
pre-1994 valuation surpluses.  The Guarantor chose to 
waive receipt of a further £140 million, that was due to 
be paid from the Guarantor’s Fund, the sub-fund which 
holds the Guarantor’s share of post-1994 valuation 
surpluses.  Costs for administration and investment 
management totalled £27 million.

The total expenditure was, therefore, £809 million and 
this exceeded income by £597 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.

Change in value of Fund

Over the year the market value of the Scheme’s assets 
decreased by £2,605 million reflecting the downturn in 
world stock markets.  As a result the value of the Fund 
decreased by £3,202 million (£2,605 million plus the  
£597 million shortfall of income compared to expenditure) 
bringing the value of the Scheme’s assets at 31 March 
2009 to £7,658 million.

The global financial markets have recovered somewhat 
since 31 March 2009.  As a result, the market value of 
the Scheme’s assets has increased and the Fund was 
estimated at £8,903 million at 31 December 2009.

Membership details

Contributors

Deferred pensioners

Pensions in payment

Former contributors 

Widows/widowers

Children

As at 31 March 2009

0

8,341

44,282

18,006

228

As at 31 March 2008

0

9,158

45,015

18,372

243



Fund Movement

Financial statement for year ended 31 March 2009

Total Fund movement over the last 5 years 
(measured at Scheme year-end)

2005 – £10,102 million

2006 – £11,897 million

2007 – £11,996 million

2008 – £10,860 million

2009 – £7,658 million

 

Income
Income from investments

Transfers (re-instatements)

Total Income

Expenditure
Pensions and lump sums

Running costs:

 Investment management

 Other administration costs

Payments to Guarantor

Total Expenditure

Change in market value

Net Increase/Decrease in Fund during year

Net assets at 31 March 2007/2008

Net assets at 31 March 2008/2009

2009 
£m

 212

 0

 212

 
 (682)

 (23)

 (4)

 (100)

 (809)

 (2,605)

 (3,202)

 10,860

 7,658

2008 
£m

 227

 0

 227

 
 (680)

 (27)

 (5)

 (240)

 (952)

 (411)

 (1,136)

 11,996

 10,860
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The Consolidated Fund Account



Summary of the Trustees’ Investment 
Report as at 31 March 2009
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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.

The outcome of the forthcoming review will determine the future asset allocation.  Until this 
review is completed the Scheme continues to target an allocation broadly consistent with 
that outlined in the following table.

Strategic Asset Allocation as at 31 March 2009

 

Equities

Fixed interest securities

Index-linked securities

Property

Cash deposits

Absolute return assets

Private Equity and 
Infrastructure

Actual
%

35.6

14.9

12.9

7.3

13.4

5.3

10.6

Target Asset Allocation
%

47.8

14.5

8.0

10.0

8.0

5.0

6.7

Deviations in the actual positions away from the target allocations primarily 
reflect movements in the market and a relatively cautious stance of the Trustees 
towards return seeking assets at this point in time.  The equity exposure of the 
Scheme has moved back towards the target allocation in recent months as the 
economic and market environment has led to an improvement in sentiment and 
a recovery in equity markets. 
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Investment performance 

The Scheme has a number of managers that attempt 
to generate a return in excess of a market benchmark 
for the asset class that they manage on behalf of the 
Scheme.  The Trustees have set an outperformance target 
and risk controls for each active manager to beat the 
benchmark return in which the manager invests.  These  
outperformance targets and risk controls are intended to 
cap the level of risk managers take in seeking to achieve 
their targets and reflect the nature of the mandates.

In addition to these ‘benchmark relative active managers’, 
there also are a number of so called ‘absolute return 
managers’ that attempt to generate an outperformance of 
the equity market over the longer term, but which have 
traditionally been measured against a cash benchmark.  The 
dislocations in the equity market following the collapse of 
a number of large banking institutions at the end of 2008 
saw a sharp decline in the equity markets and caused 
many benchmark relative managers to underperform 
their equity indices, while the long term equity orientated 
absolute return mandates also underperformed the cash 
benchmark against which they have been compared.    

The average annual investment returns for the Fund as 
a whole to 31 March 2009 reflect one of the sharpest 
absolute declines in equity markets in living memory 
and the poor performance of the long term absolute 
return managers relative to the cash benchmark currently 
employed by the Scheme.  As a result, over one, three and 
five years, the Scheme’s assets have underperformed their 
benchmark targets as can be seen below.

Equity values have recovered since 31 March, with the 
Scheme’s assets returning over 20% over the nine months  
to 31 December.

1 year

3 years

5 years

Scheme   
%

-24.6

-7.2

2.8

Benchmark 
%

-14.5

-3.3

5.0
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Summer 2009 Pensioner 
Representative Election Results

Allen Clark is the pensioner representative for Scotland and North East England.  His 
term of office came to an end on 30 September 2009.  Consequently an election was 
held during August and September 2009 and Allen was re-elected with a large majority.  
He will now serve as the Pensioner Representative for his constituency for a period of 
four years – to the end of September 2013.

Summer 2010 election

A ballot will be held during August/September 
2010 for the election of the Pensioner 
Representative Trustee in the East Midlands, 
Southern England and Overseas constituency.  
The current Pensioner Representative Trustee 
for this constituency, Bob Chappell, is eligible 
to stand for re-election if he wishes.  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 2010 and on the Scheme website. 

Result in detail

• Three candidates stood for election

• 6,148 members voted, 44.42% of the 13,840 who were eligible to vote

• Allen Clark, the successful candidate, received just under 58% of the votes cast.

Our congratulations go to Allen and our thanks to all those who stood for election and those who voted.
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Committee of 
Management 
Appointments
The Scheme Chairman’s current 
period of office comes to an end  
on 20 March 2010.  
The Committee of Management has agreed, 
with Guarantor approval, to re-appoint  
Philip Read as an Appointed Trustee and 
Scheme Chairman for a three year term  
ending on 20 March 2013, at which time  
he will again be eligible for re-appointment.

Annual General Meeting – 2009

The 2009 Annual General Meeting (AGM) was held in Edinburgh 
on Thursday 24 September 2009.  The AGM was attended by 61 
Scheme members who joined the Committee of Management, 
Scheme officials and guests to hear a presentation from the 
Scheme Chairman, Philip Read. 

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 2010 AGM, due to be held in Yorkshire, will be published  
in the next edition of BCSSS Pensions News and on the Scheme’s website –  

www.bcsss-pensions.org.uk. 
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Member Survey 

You may remember that in the last edition of BCSSS Pensions News we reported that 
we would be carrying out a survey of members and pensioners in summer 2009.

The aim of the survey was to gather members’ 
opinions about the help they receive when calling or 
writing to the administration team, and how members 
felt about Pensions News and other material issued by 
the Scheme – for instance, was it easily understandable, 
and did it cater for all the members’ needs.

A random sample of 500 members and pensioners 
received the questionnaire and of these at least 
50% had been in contact with the administration 
office within the last 12 months.  Of the 500 
questionnaires issued 207 were returned.

We are pleased to be able to report that overall the 
findings of the survey were very positive with the 
majority of those responding satisfied with the service 

they had received.  The results in relation to Scheme 
communications were also pleasing, showing that the 
vast majority of those replying read and valued the 
Scheme newsletter.  In terms of the Scheme website, 
the vast majority of respondents had no opinion 
although there was greater support for the website 
than against it. 

In terms of the quality of service from the 
administration office, the survey results provide  
strong assurance with very positive responses on 
virtually all of the questions, demonstrating that in 
general terms, pensioners and members are very 
satisfied with the service they have received.   
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The Trustees were pleased with the outcome of the survey and it is likely that another survey will be carried out late in 
2010.  Further details will be included in future editions of Pensions News.

Overall I am satisfied with the speed with which my enquiries have been answered
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I get clear explanations when I raise questions about my pension
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Pension Paydays for 2010
Scheme pensions will be paid into pensioners’ bank accounts on the following paydays in 2010:

29 January 2010

26 February 2010

31 March 2010

30 April 2010

28 May 2010

30 June 2010

30 July 2010

31 August 2010

30 September 2010

29 October 2010

30 November 2010

23 December 2010

State Benefit Update

State Pension Increase

Please note that information about State benefits which we think may be of interest, or help, 
to members is shown below.  

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.

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, but is guaranteed to be no less than 2.5%. 

Although there was no increase in the RPI for the year to 
September 2009 (it fell by 1.4%) the State pension increase 
is guaranteed to be no less than 2.5% and this means that 
the single person’s State basic pension will increase 
to £97.65 per week from 6 April 2010.  The increased 
pension for couples will be £156.10 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 2010. 
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Winter Fuel Payment
You may get a winter fuel payment for winter 2009-10 if both of the following apply:

• You were aged 60 or over, on or before 27 September 2009, and

• You lived in Great Britain or Northern Ireland on any day between 21 to 27 September 2009.

You will not qualify for the payment if during the week of 21-27 September 2009:

• You were in hospital for more than 52 weeks previously, getting free treatment as an inpatient

• You were in custody serving a court sentence

• You were subject to immigration control and did not qualify for help from the DWP

• You lived in a care home, an independent hospital or Ilford Park Polish Resettlement Home  
(and had done so for the previous 12 weeks or more) and you were on Pension Credit,  
income-based Jobseeker’s Allowance or income-related Employment and Support Allowance.   

If you are unsure if you are eligible you can call the Winter Fuel  
Payment helpline – 0845 915 1515.

How to get your Winter Fuel Payment

You should automatically get the Winter Fuel Payment 
without applying if you are aged 60 or over by 27 September 
2009, and either:

• You got a Winter Fuel Payment last winter and you still 
meet the conditions for getting it; or

• You got State pension or another benefit except Housing 
Benefit, Council Tax Benefit or Child Benefit during the 
week of 21-27 September 2009. 

This means that you will need to apply if you don’t claim 
benefits, don’t get State pension or if the only benefits you get 
are Housing Benefit, Council Tax Benefit or Child Benefit. 

If you think you qualify for a Winter Fuel 
Payment but do not meet the criteria 
for automatic payment, then you will 
need to apply.  Call the Winter Fuel 
Payment Helpline on 0845 915 1515.



Have we got the right address for you?
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.   

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

OR
E-mail: bcsss.enquiries@coal-pension.org.uk

A matter on Trustee policy or the level of service provided by the Scheme.

Get in touch – we’re here to help
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For more information about the  
Scheme visit the Scheme website at: 

www.bcsss-pension.org.uk

BCSSS Pensions News is also 
available on CD, please contact 
the Scheme Secretary if you wish 
to receive a copy on CD. 

What is your question about?

Surname A-J
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.)

Payment of your 
pension or entitlement 

to benefits

The deduction of tax 
from your pension

Telephone:  
0845 302 1459 

OR 

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

Remember to quote your  
National Insurance Number  
and Reference 428/NCBP

OR

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

Telephone:


