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“I have received reports on [Mr S] and confirm that he is unfit for work in any 

respect for the foreseeable future and as such I recommend early retirement 

on the grounds of ill health with a Grade 3 medical incapacity and a 3 year 

review.” 
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“However, in consideration of the medical information you produced, the 

Trustees’ independent Medical Officer was asked to advise whether payment 

of a pension on the grounds of “serious ill health” would have been 

appropriate given your condition in April 2007 [sic]. As the definition implies, 

this prognosis only applies in the most serious cases where an individual is 

unfortunately totally incapacitated and/or has very limited (generally less than 

twelve months’) life expectancy. It is only in these most severe instances that 

pensions may be paid early on an unreduced basis even though, like you, a 

member’s benefit comprises revalued GMP only. 

The Medical Officer concluded that the medical evidence provided would not 

have supported payment of a “serious ill health” pension. Accordingly, for the 

pension to be put into payment in 2007, it would have had to be reduced – but 

again, that was not possible due to the requirement to meet the revalued GMP 

test …” 

 

 

“Major chronic disease affecting the patient’s ability to work and the person is 

likely to be permanently incapacitated and unable to work for the foreseeable 

future. Such patients should therefore generally receive early retirement. 

These people usually have considerable difficulties managing daily life 

activities.” 
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“Early retirement will only be permitted where the resultant early retirement 

pension is at least equal to the Revalued GMP at SPA discounted by 3% for 

each tax year by which the member’s age at date of early retirement is below 

SPA. 

If “serious” ill-health (with medical evidence satisfactory to the Trustees’ 

Medical Adviser) forces early retirement, the member will be entitled to an 

‘unreduced’ pension revalued to the date of retirement. Less serious cases of 

ill-health will be subject to actuarial reduction depending upon nature of 

illness.” 

 

“A Member entitled to a deferred pension may request payment of the pension 

from a date before Normal Pension Date. Where a Member makes such a 

request: 

(1) if at the date in question the Member is suffering from Ill-health, then 

subject to the consent of the Trustees the pension may be paid from 

that date, with a reduction (unless the Trustees decide otherwise) to 

take account of payment before age 60; 

… 

A Member will not be entitled to early payment under this Rule 6.5 if, in the 

opinion of the Trustees, his or her pension at State Pension Age … would be 

less than the Revalued GMP.” 

 

“serious ill-health which prevents (and will continue to prevent) the Member 

from following his or her normal employment. The decision of the Trustees will 

be final as to whether a Member is suffering from Ill-health or a retirement is 

due to Ill-health. The Trustees’ decision must be supported by evidence from a 

registered medical practitioner. The Trustees will be entitled (but not obliged) 

to rely on the opinion of the Scheme’s medical adviser.” 
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Mr S’ position 
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The Trustees’ position 

 

 

 

 

 

Adjudicator’s Opinion 
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1 Harris v Shuttleworth [1994] PLR 47 
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2 Paragraph 4, Part 1, Schedule 29 
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3 Section 16, The Pension Schemes Act 1993 
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 The Trustees indicated that they were willing to undertake the actions suggested by 

the Adjudicator. However, Mr S did not fully accept the Adjudicator’s Opinion and the 

complaint was passed to me to consider. Mr S provided his further comments which 

do not change the outcome. I agree with the Adjudicator’s Opinion and I will therefore 

only respond to the key points made by Mr S for completeness. 

Ombudsman’s decision 
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4 Edge v the Pensions Ombudsman [1999] 4 All ER 546 
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 Therefore, I uphold Mr S’ complaint. 

Directions  

 

 

Anthony Arter 

Pensions Ombudsman 
27 November 2019 
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Appendix 1 

Summary of Sears Pension Scheme Medical Criteria 

Grade 5: Covers those members with a terminal illness (usually cancer) of short life 

expectancy of usually less than 12 months and they were usually supported 

for early payment of pension under the Inland Revenue rules. Unusual for 

there to be more than one person awarded Grade 5 annually. 

Grade 4: Severe major illness with disabling incapacity rendering the person difficult to 

exist independently e.g. being registered blind or having a stroke rendering 

them unable to speak and unable to walk. 

Grade 3: Major chronic disease affecting the patient’s ability to work and the person is 

likely to be permanently incapacitated and unable to work for the foreseeable 

future. Such patients should therefore generally receive early retirement. 

These people usually have considerable difficulties managing daily life 

activities. 

Grade 2: A chronic disease that prevents a person from continuing in their position of 

employment. No prospect of being able to return to work for the foreseeable 

future. These people can usually manage most of their daily activities. 

Grade 1: A person with specific chronic health problems rendering them permanently 

unable to undertake the position they were employed for but can otherwise 

function adequately in their daily living. 

Note that the disease/illness must be of long standing and chronic in nature to be eligible 

for early retirement. 
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Appendix 2 

The Pension Schemes Act 1993 

 

“(1) The Secretary of State shall in each tax year review the general level of 

prices in Great Britain for the period of 12 months commencing at the 

end of the period last reviewed under this section. 

(2) Where it appears to the Secretary of State that that level has increased 

at the end of the period under review, he shall lay before Parliament the 

draft of an order specifying a percentage by which there is to be an 

increase of the rate of that part of guaranteed minimum pensions which 

is attributable to earnings factors for the tax years in the relevant 

period for - 

(a) earners who have attained pensionable age; and 

(b) widows, widowers and surviving civil partners. 

(3) The percentage shall be - 

(a) the percentage by which that level has increased at the end of 

the period under review; or 

(b) 3 per cent., 

whichever is less. 

(3A) The relevant period is the period - 

(a) beginning with the tax year 1988–89, and 

(b) ending with the last tax year that begins before the principal 

appointed day …” 

 


