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Ombudsman’s Determination 

Applicant Mr R  

Scheme  Pension Protection Fund 

Respondent The Board of the Pension Protection Fund (the Board) 

Outcome  

 

Referral summary  

 

Background information, including submissions from the parties 

 In March 2021, Mr R requested and received six retirement illustrations. As relevant, 

the illustrations quoted: 

Indicative 

retirement date 

Annual 

compensation 

Tax-free lump 

sum 

20/6/21 £12,136.92 £80,911.99 

20/12/21 £12,378.78 £82,524.36 

20/6/21 £13,500 £47,360.00 

20/6/21 £14,000 £35,050.00 

20/12/21 £13,500 £55,500.00 

20/12/21 £14,000 £43,430.00 
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Indicative 

retirement date 

Annual 

compensation 

Tax-free lump 

sum 

20/12/21 £12,173.52 £81,156.65 

20/12/21 £12,500 £73,750 

20/12/21 £13,000 £62,450 

20/12/21 £13,500 £51,150 

20/12/21 £14,000 £39,850 

 

• He had decided to take his compensation from December 2021 based on the 

March 2021 illustrations. 

• He did not learn about the adjustment to the commutation factors until he received 

additional quotes and paperwork allowing him to submit his retirement request on 

28 October 2021. 

• The PPF was aware of the pending change in June 2021. So, there were ample 

opportunities for the PPF to notify him directly of the adjustment well before it 

came into effect. If that had occurred, he would have submitted another retirement 

 
1 https://www.ppf.co.uk/news/actuarial-factors-2021 

 

https://www.ppf.co.uk/news/actuarial-factors-2021
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date to minimise the effect of the commutation change and maximise his 

compensation entitlement. He would also have had the opportunity to use the 20 

June 2021 retirement date. 

• The PPF should permit him a retirement date of 30 September 2021, with the 

compensation calculated using the commutation factors that applied to the March 

2021 illustrations.  

 

 

 

 

 

 

• The PPF had not addressed his complaint. It was seeking to push the blame, 

unfairly, onto him for not knowing about the adjustment to commutation factors. 

The PPF was at fault. It sent quotes in March 2021, knowing that any factor 

 
2 Paragraph 24 of Schedule 7 to the Pensions Act 2004. 
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changes would impact only on the 20 December 2021 illustrations, but did not tell 

him.  

• The same caveats were included for the illustrations with a June and a December 

2021 retirement date and the PPF did not identify what factors may change so 

that he could consider the implications. The December 2021 illustration should 

have included a warning that it could be rendered invalid as of 30 September, 

because it was based on factors that were going to change and potentially 

devalue his lump sum on this date. 

• It was incumbent on the PPF to make him aware of the potential changes to the 

commutation factors. Publishing a news article and expecting him to come across 

it would not do. 

• He was misled into thinking he could make a judgment on the most beneficial 

retirement date based on the March 2021 illustrations. 

• The PPF had assumed he had access to and use of the internet.  

• The PPF was specifically set up to provide existing and prospective pensioners  

with a retirement income following the collapse or abandonment of their defined 

benefit schemes, so he had a perfect right to expect the highest of standards from 

it. In failing to do its job with clarity, openness and transparency, it had also denied 

him the opportunity to take his compensation on 20 June 2021, or to consider a 

later date that would have maximised his benefits before the commutation factors 

were changed.  

• The PPF should allow him to take his compensation from 20 June 2021, using the 

commutation factors, applicable when the illustration was produced and sent to 

him in March 2021, or a slightly later date that minimised the reduction to his lump 

sum.  

• From what he knew about the PPF website, the online benefit modeller did not 

work for members like him who had two Normal Retirement Ages (60 and 65). So, 

all the quotes he requested were made over the telephone.  
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 Mr R has submitted an email he received from the PPF on 1 July 2022 informing him 

that it had recently reviewed its factors and had made some changes which would 

come into effect for anyone retiring on or after 1 October 2022. If he planned to take 

late retirement, the new factors would result in a higher level of compensation each 

year than would have been calculated using the current factors. The email provided a 

link to the new late retirement factors on the PPF’s website. Mr R says the email is an 

admission on the part of the PPF that it acted unfairly and unreasonably in 2021. 
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3 Paragraph 24(5) of Schedule 7 to the Pensions Act 2004 states: 
 
“The Board must publish in such manner as it considers appropriate the tables designated by it for the 
purposes of sub-paragraph (4)”. 
 
4 Paragraph 24(4) of Scheule 7 states: 
 
“Where a person opts to commute any part of his periodic compensation under this paragraph, the lump sum 
payable under sub-paragraph (1) is the actuarial equivalent of the commuted portion of the periodic 
compensation calculated from tables designated for this purpose by the Board.” 
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Adjudicator’s Opinion 

 

 

 

 Under paragraph 24(5) of Schedule 7 to the Pensions Act 2004, it was for the Board 

to publish in such manner as it considered appropriate the commutation factors. The 

PPF’s policy was to notify members of changes to the factors via its website and 

illustrations issued within three months of a pending change to the factors included a 

notification of the change. The Adjudicator’s view was that the Ombudsman would not 

deem this to be unreasonable. 
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 The Adjudicator said If Mr R now wished to accept the Board’s offer of £200, as an 

acknowledgment of how upsetting the reduction had been for him, he should contact 

the PPF’s Resolutions Team5. 

 Mr R did not accept the Adjudicator’s Opinion and the complaint was passed to me to 

consider. Mr R has provided his further comments which I have considered but they 

do not change the outcome, I agree with the Adjudicator’s Opinion.  

Mr R’s further comments 

 

• The only event that impacted on the compensation that he believed he might 

receive, was the annual review of the actuarial factors used to calculate his 

entitlement.  

• The caveats in the March 2021 illustrations (for retirement dates in June and 

December 2021) are full of generalisations and fail to identify the date of the 

annual review or the date on which any resultant changes to these factors would 

take effect.  

• While he accepts that the illustrations could have been impacted by unknown 

events, and therefore could have gone up or down, the annual review was a 

known event. Instead of saying the PPF undertake an annual review beginning in 

March, concluding in June and implemented on 1 October, it chose to exclude 

these important dates. If the dates had been included, he would have then known 

that the annual review could only impact the December 2021 illustrations and not 

the June 2021 illustrations. The PPF knew this and chose not to tell him. This was 

unfair, lacked transparency and openness and compromised his ability to make an 

informed decision on his retirement date. 

• The Adjudicator’s view is that the PPF is not legally obliged to communicate with 

individual members about a pending change to applicable factors. But when he 

requested the March 2021 illustrations the changes to the factors were not 

pending, they were months away. Nonetheless, his issue is that the PPF failed to 

 
5 ResolutionsTeam@ppf.co.uk 

 

mailto:ResolutionsTeam@ppf.co.uk
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inform him when it provided the illustrations, the date the annual review would 

take place and when changes (if any) to the factors used to calculate his 

entitlement would be effective. He did not expect the PPF to tell him what the 

impact of the annual review might be.  

• His referral does not rely on hindsight. He requested the March 2021 illustrations 

for the two different retirement dates early so he could plan his retirement. He told 

the PPF that he wanted the illustrations to determine which retirement date would 

be the most financially beneficial. To do this, it was imperative that the PPF gave 

him the date of the annual review. 

• The Adjudicator accepted the PPF’s argument that if he had asked it why the 

March 2021 illustrations were not guaranteed, it would have told him. But why was 

it necessary for him to try and second guess what was going on. The PPF should 

have voluntarily informed him of the annual review rather than rely on vague 

statements in the caveats. 

• He did not have access to the PPF’s website in 2021 and had informed the PPF to 

communicate with him in writing. So, he could not access details about the annual 

review and review dates online. 

• The PPF had learnt its lesson by 2022, because it emailed him on 1 July 2022 

advising that the factors would be changing from 1 October. The Adjudicator’s 

view was that the circumstances that led to the PPF sending out this advisory 

communication were prompted by his calls seeking assurances that the new 

illustrations he had requested for retirement in June 2022, would not be 

changed. But this did not factor-in that the situation had changed between 2021 

and 2022. In 2022, he knew when the review would take place and when and how 

it might impact on the illustrations he had requested and that the PPF was unlikely 

to update him unless prompted.  

• The PPF stated it could not backdate his retirement date to 20 June 2021, 

because it had not received the appropriate forms. But he did not return the forms 

because the illustrations showed him a 20 December 2021 retirement date was 

more financially beneficial and available. The PPF did not inform him that the 

annual review would impact on the 20 December 2021 illustrations. 

• Based on his decision in 2022 to take maximum tax-free cash of £83,036.64, he 

gained £2,124.65, over the amount (£80.911.29) he would have received on 20 

June 2021. The annual compensation he was entitled to on 20 June 2021 was 

£12,136.92, and when he took his annual compensation on 20 June 2022, it had 

risen to £12,455.52, an increase of £318.60. So, his loss is £9,694.07 for the 

period 20 June 2021 to 19 June 2022. That is: (£12,136.92 - £318.60) - 

£2,124.65. 
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• The PPF’s offer of £200 “as an acknowledgement of how upsetting the reduction 

has been for him”, should be paid to him, but it hardly recompenses him for the 

upset this situation has caused him. 

Ombudsman’s decision 

 

 The covering letters to the March 2021 illustrations expressly state that the 

illustrations are estimates and not guaranteed and that each year the PPF reviews 

the calculation of compensation benefits and changes could happen at any time. In 

the circumstances I consider that the caveats were reasonable.  

 Mr R says he told the PPF that he wanted the March 2021 illustrations to compare 

them and determine which retirement date would be the most financially beneficial. 

He says to do this, it was imperative that the PPF gave him the date of the annual 

review. He says he did not have access to the PPF’s website in 2021. 

 Nonetheless, Mr R could have asked the PPF for this information and when changes 

to the factors (if any) were likely to apply.  

 Mr R says that had he been notified, he would have maximised his compensation by 

retiring before 1 October 2021. But, as the Adjudicator said in his Opinion, that is 

applying the benefit of hindsight. When the illustrations were provided it was not 

known if or how the factors would change.  

 The factors applicable from 1 October 2021 were published by the PPF on 1 July 

2021. Prior to 1 October 2021, Mr R had not confirmed his retirement by returning 

completed retirement forms or notified the PPF that it was his intention to retire in 

December 2021. So, the new factors apply to the calculation of Mr R’s compensation 

and there is no financial loss. 

 While I empathise with Mr R’s position, I do not uphold his referral and no further 

action is required by the Board. 

 If Mr R now wishes to accept the Board’s offer of £200, he should contact the PPF’s 

Resolutions Team. 

 
Anthony Arter CBE 

Deputy Pension Protection Fund Ombudsman 
24 April 2024 
 


