PENSIONS

Mineworkers Pension Schemes – Summary
Two pension schemes operated under British Coal: the Mineworkers’ Pension Scheme (MPS) and the British Coal Staff
Superannuation Scheme (BCSSS). As part of the privatisation, the schemes were closed to new members and all contributions
ceased after December 1994.
On privatisation of British Coal in 1994, an arrangement was made between the Government and the trustees of the British
Coal pension schemes - the Mineworkers Pension Scheme (MPS) and the British Coal Staff Superannuation Scheme (BCSSS) - on
future arrangements for pensions from these schemes after privatisation. The main elements were as follows:







The schemes closed to new members and all contributions ceased.
The existing schemes were valued in 1992/93 with half the surplus allocated to the beneficiaries and half to British
Coal. An investment reserve was set up with British Coal’s share of the surplus, to be the first port of call in the event of
the schemes being in deficit. The investment reserve was to be run down over a period of 25 years through transfers to
the Government;
The Government guaranteed that any pension earned up until privatisation would not fall in cash terms and would
increase annually in line with the Retail Prices Index (RPI);
Scheme valuations would be conducted every three years. Any surplus would be shared 50/50 between scheme
beneficiaries and the Government.
Scheme beneficiaries would be able to benefit from fund surpluses through bonus enhancement over and above RPIlinked levels.

A 1996 National Audit Office report noted that: “The guarantee would be of significant reassurance to pensioners and that the
funds were likely to produce a surplus of which the total value of the Government’s share from the two schemes (net of any
payments under the guarantee) would be approximately £2 billion (when the net present value of returns is considered to be
£8bn in total gross payments)”.
During the years leading up to Privatisation of the Coal Industry, the National Union of Mineworkers (NUM) opposed these
arrangements as they did not think it was a fair deal for their members.
Along with other groups such as the Coalfield Communities Campaign they continued to argue for a review of the surplus
sharing arrangements, arguing that the guarantee had been struck on actuarial advice which, with hindsight, may have been
too cautious. They collectively said that a “50% share of an unexpectedly large surplus is too much”.
The Government did agree to look at the arrangements again. However, in March 2003, it said that, against the background of
large falls in world stock markets, it did not think it would be right to adjust the current 50/50 surplus sharing arrangements. In
2008, the UK Government also said that the equal division of the periodic surpluses was “a fundamental element of the
arrangements established in 1994 whereby the Government provides an insolvency guarantee to the scheme.” These
arrangements were “not time limited.”
The Government Guarantee
The MPS and BCSSS had substantial assets at privatisation, and members who were either pensioners (that is being paid a
pension from one of the schemes) or deferred pensioners (not still contributing, but not yet drawing a pension).
In the case of the MPS, the scheme's surplus was calculated at 30 September 1993. Half of the surplus was allocated to the
beneficiaries and used to improve benefits; the other half was allocated to British Coal. British Coal's unused share of this
surplus became an investment reserve, available to make good any deficit which should arise in the fund, and protect bonus
increases which were paid as part of the benefits. The Government stands as guarantor to the scheme, ensuring that it is always
able to pay the benefits promised in the rules of the scheme, including the annual indexation of guaranteed pensions in line
with price inflation. The remaining 50% is allocated to the scheme’s bonus augmentation fund and may be used to improve
benefits. The Government does not guarantee these bonuses, but should a deficiency arise in the bonus augmentation fund, it
does guarantee that pensions will not fall in cash terms.
Similar arrangements apply to the BCSSS, except that its surplus was allocated equally between beneficiaries and British Coal as
at 5 April 1992, and the possibility of a further valuation on 5 April 1995 was provided for.
In more detail, the terms of the Government Guarantee for the MPS are that:



Government guarantees the solvency of the Scheme so that, with the exception of Bonus Augmentations, it is always
able to pay the benefits promised in the Rules of the Scheme, including the annual indexation of guaranteed pensions
in line with price inflation.



In return for the Guarantee, Government receives, over a 10-year period, a 50% share of any valuation surpluses
disclosed after 31 October 1994.



The remaining 50% share is allocated to the Bonus Augmentation Fund, and subject to the approval of the Guarantor,
can be used to improve benefits.



Bonus Augmentations are covered by a lesser guarantee, to the extent that in the event of a valuation shortfall in the
Bonus Augmentation Fund, the Standstill guarantee comes into operation and the total amount of any pension payable
from the Scheme will not be allowed to fall in cash terms.

Payments are made between the different funds. To the extent that the Investment Reserve is not required to maintain
benefits, initially it could be drawn down by Government over a period ending no earlier than 2019. Under agreement reached
with the Guarantor in 2014 the MPS Investment Reserve will now be extended until 2029. A similar agreement was reached
with the Guarantor for the BCSSS Investment Reserve to be extended to 2033. The rate of draw down is determined by the
Scheme’s Actuary.
Campaign for a review
The National Union of Mineworkers have continually lobbied for a review of this agreement. In 1999 the Coalfields
Communities Campaign published a report ‘It’s The Miners money’ which also argued for a review of the surplus sharing
arrangement:
“The guarantee was struck on actuarial advice. Hindsight may have shown that the advice was too cautious but that is now
history. The point is that the funds are in a robust financial position and under the current arrangements the Government has
no real liability. The fears expressed at the time of privatisation no longer carry the same weight”.
“No-one is suggesting that the guarantee should be abolished. It provides security for the pensioners, and a greater degree of
freedom in the funds’ investment strategy. No-one is suggesting either that the Government should receive nothing in return.
What is at issue is the reward which the Treasury receives for providing the guarantee. At a 50% share of an unexpectedly large
surplus it is too much”.
The Government’s response over the years.
In December 1999, the then DTI Minister Helen Liddell stated:
"There may be other ways in which Government and Trustees can build on the present 50/50 sharing of surpluses. Perhaps a
more ambitious investment strategy or an extension of the guarantee would provide more opportunities. We will continue to
work constructively with the Trustees in exploring how to generate continuing growth in pension benefits."
During 2000/2001/2002 Michael Clapham MP and John Cummings MP put down Early Day Motions (EDM’s) in support of a
review of the scheme.
One motion read:
“That this House recognises that the 50 per cent clawback by the Government of any surplus of the Mineworkers' Pension and
Superannuation Scheme is grossly unfair; and invites the Government and the trustees of the Pension and Superannuation
Scheme to enter into negotiations and agree upon a more just appointment of the surplus and so enhance the pensions of
thousands of retired mineworkers and widows”.
Sacked miners - after being lobbied by the NUM, on 11 December 2001 the new Energy Minister, Brian Wilson, announced that
some of the miners dismissed during the 1984/85 miners’ strike and not re-instated would be given enhanced pension rights.
The cost would be met from the residual assets of British Coal:
Review of low pensions - In January 2002, the Government announced that it would pay one-off lump sums to those with low
pensions built up when the scheme was flat-rate:
“The package will help mineworkers' pension scheme members who have only very modest miners' pensions, despite many
years of service to the industry before 1975. Help for that particular group was identified as a priority in discussions with the
scheme's trustees. Now, thanks to gains in the scheme's value under the Government's guarantee, the Government and
Trustees have agreed a package of benefits, which includes special one-off payments for up to 66,000 of these members”.
In 2002 an EDM, in the name of Jeff Ennis, MP, welcoming the changes announced by the government:
“This House welcomes the £90 million scheme recently announced jointly by the Government and Trustees of the Mineworkers
Pension Fund to provide additional benefits for retired miners on the lowest pensions; recognises the urgent need for the
Government to re-visit the issue of the MPS surpluses with a view to the Government taking a smaller share of the surpluses,
leaving more for the pensioners”.
Many EDM’s have been tabled since the privatisation of the Coal industry in 1994. Successive Energy Ministers have been
lobbied over the issue over many years with varying degrees of sympathy.

Progress - A statement on the DTI website on 10 December 2002 said that the fall in world stock markets could have an adverse
outcome for the schemes. Discussions would continue:
Since the 17 January 2002 announcement was made there have been radical changes surrounding pensions. The large fall in
world stock markets is having a major effect on investment performance, and may have an adverse outcome on the next
actuarial valuations of the British Coal Schemes. Therefore the discussions will continue, and will focus on considering possible
different methods of paying for the guarantee. We will also be exploring the scope to extend the Guarantee to cover bonuses
created from the recent years’ strong investment performance. This would enable the Trustees to secure the bonuses within
members’ overall pension entitlements. These negotiations will be technical, and will rely largely on advice from actuarial
experts. They will take time, because they are complex and both sides need to be sure that we get them right. But the
principles remain unchanged – a fair and equitable sharing of risk and reward in the interests of both Scheme members and
taxpayers, and an agreement which is robust and sustainable. In the meantime, the Government and Trustees have agreed
various specific measures, which will put the Schemes on a sounder footing. These include making clear the rules on ‘standstill’,
whereby pensions are protected in cash terms if the schemes go into deficit – which will now apply to all members, including
those not yet in receipt of their pension. We have also agreed to discuss extending the lifetime of the Investment Reserve which is both an asset within each fund to generate future returns to for pensioners, and provides the first line of Government
funding in times of deficit - beyond the 25 years agreed in 1994.
The Coalfield Communities Campaign continued to urge a change in the surplus sharing arrangements. An EDM put down by
Michael Clapham MP in the 2002/03 session attracted 83 signatures:
That this House recognises that the Treasury is finally proposing new ways of guaranteeing miners' pensions for the future but,
according to the Coalfield Communities Campaign's latest calculation is still due to take £3.5 billion historical surpluses out of
the two schemes at a time when many retired miners are struggling to make ends meet; and requests that Her Majesty's
Government give consideration to leaving more of the past surpluses with the schemes to be used to increase pensioner
incomes and also introduce a fairer division of future surpluses in accordance with the recent asset and liability study
recommendation, whilst continuing to provide support to help renew and rebuild mining communities.
On 7 March 2003, Mr Brian Wilson said there would be no change to the 50/50 surplus-sharing arrangement:
Against the background of large falls in world stock markets, which continue to have a major effect on investment performance,
the trustees have been advised that the Government does not feel it would be right to adjust the current 50/50 surplus sharing
arrangements’.
In a Westminster Hall debate on 10 June 2003, Anne Picking MP described the surplus-sharing arrangement as a “legalised but
grossly immoral raid on the funds”:
‘The Government have taken about £400 million a year at the same time as some miners are being paid a pension of less than a
fiver a week. As hon. Members know, there are taxi drivers in London who would look down their noses at a fiver tip, never
mind a fiver pension. I therefore say to my hon. Friend the Minister that it is time to stop patronising these proud people and to
give them back their money’.
Valuations of the schemes in 2002 and 2003 found both schemes to be in deficit. Valuations of the MPS and BCSSS in 2006
showed both schemes to be in surplus. Under the terms of the guarantee, the first call on this surplus was restoring the level of
the investment reserve. After that, the surplus was divided equally between scheme members and the guarantor.
The terms of the government guarantee were again questioned, with the trustees making representations that the investment
reserve should be repaid over a longer period than the 25 years originally intended. However, the Government said it would not
change the guarantee arrangements:
The equal division between beneficiaries and Government of periodic surpluses in the Mineworkers’ Pension Scheme is a
fundamental element of the arrangements established in 1994 whereby the Government provides an insolvency guarantee to
the scheme. These arrangements are not time limited. Although my officials are in regular dialogue with scheme
representatives on a range of issues, I have no immediate plans to meet the trustees.
The then Energy Minister, the late Malcolm Wicks summarised the bonus payments made to scheme members since
privatisation:
I understand that, including the new bonuses payable from April 2007, BCSSS pensions in payment will have increased by 82
per cent since 1994 and deferred pensions by 89 per cent. For MPS the increases, effective from September 2006, are just
under 78 per cent for pensions in payment and 83 per cent for deferred pensions.
He also outlined payments that had been made to the Government and how these related to the original estimate made by the
NAO:
‘Between October 1994 and December 2006 the Government received £1,785 million in respect of such payments from the
Mineworkers’ Pension Scheme (MPS) and £1,470 million from the British Coal Staff Superannuation Scheme (BCSSS). A further
receipt of £242 million is expected from the BCSSS this month. In addition, the Government have used just over £68 million
from the MPS Investment Reserve to fund lump-sum payments to members of the MPS on low pensions, and received £154

million from the BCSSS Investment Reserve, of which over £90 million has been used to fund pension liabilities inherited from
British Coal. A further payment of 10 million from the BCSSS Investment Reserve is expected this month.[…] I understand that a
report for the National Audit Office by Binder Hamlyn in 1995 suggested total gross payments to the Treasury from both
schemes over 25 years of £8 billion’.
Payments to the Government
An agreement was reached with the Government in 2015 to extend the MPS Investment Reserve from 2019 until 2029.
Since privatisation, the MPS has been in surplus at some points and in deficit at others:
1996
surplus
1999
surplus
2002
deficit
2005
surplus
2008
deficit
2011
deficit
2013
surplus
The table below shows the total gross payments made to the Guarantor from the MPS since privatisation. The total gross
amount paid is the sum of the two cumulative totals in columns 3 and 5:
Mineworkers' Pension Scheme
Payment from Guarantor’s Payment from Inv Reserve
Fund to Guarantor
to Guarantor
Fund
year Each Year
Cumulative
Cumulative
Each Year
ended
£million’s
£million’s
£million’s
£million’s
Sept 1997
0
0
0
0
Sept 1998
113
113
0
0
Sept 1999
113
226
0
0
Sept 2000
113
339
0
0
Sept 2001
196
535
0
0
Sept 2002
196
731
52
52
Sept 2003
196
927
10
62
Sept 2004
175
1102
5
67
Sept 2005
175
1277
2
69
Sept 2006
175
1452
0.2
69.2
Sept 2007
327
1779
0
69.2
Sept 2008
146
1925
33
102.2
Sept 2009
146
2071
33
135.2
Sept 2010
145
2216
0
135.2
Sept 2011
31
2247
0
135.2
Sept 2012
31
2278
0
135.2
Sept 2013
50
2328
0
135.2
Sept 2014
50
2378
700
835.2
Sept 2015*
92.1
2470.1
0
835.2
* Paid 1 October 2014

Prior to and since the privatisation of the Coal Industry, The National Union of Mineworkers (NUM) have always campaigned for
a fairer distribution of the surpluses arising out of the Mineworkers Pension scheme. Many attempts have been made to lobby
successive Governments so that these changes could be made. We have also had numerous meetings with the Trustees of the
MPS over the years and more recently December 2014, December 2015 and May 2016 specifically asking for the 50/50 split to
be reviewed. We have also continued to speak with representatives within the Mining Group of MP’s in Westminster since
privatisation. More recently, in 2016 we have met with several MP’s in Westminster, Dave Anderson, Angela Eagle, Frank Field,
Owen Smith, Nia Griffith, Ian Murray, John McDonnell MP Shadow Chancellor of the Exchequer, and many others. These
meetings were held to highlight the unfairness of the MPS Surpluses issue and ask for their support in seeking a review of the
current surplus arrangements. Many previous Government Ministers, Labour and Conservative, have said that they could not
change the agreement because they may have needed to use some of the surpluses to assist/subsidise the Coal Industry.
The NUM is of the view that because there is no longer a deep mined Coal Industry working in the UK, it’s now time to review,
not renegotiate, these funds for the very people that it was intended to benefit, the MPS Beneficiaries themselves.

