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Ombudsman’s Determination 

Applicant Mrs T  

Scheme  HSB Haughton Engineering Insurance Services Limited 

Retirement Benefits Scheme (the Scheme) 

Respondent The Trustees of the HSB Haughton Engineering Insurance 

Services Limited Retirement Benefits Scheme (the Trustees) 

Outcome  

 

Complaint summary  

 

Background information, including submissions from the parties 

Background 

 

 

 

                                            
1 Confirmed by letter dated 28 November 2017 
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“The Principal Employer may with the consent of the Trustees by deed or by 

resolution of its board of directors amend or vary all or any of the provisions of 

the Definitive Trust Deed and Rules. Any amendment or variation may be 

made retrospectively insofar as permitted by law and any amendment or 

variation made shall satisfy section 67 of the Pensions Act 1995 and shall not 

alter the purpose of the Scheme or prejudice Tax Approval.” 

 

 

“If a Member dies before his Normal Retiring Date and before the Pension 

Date, there shall be payable in accordance with Rule 19.2 a lump sum equal 

to the total of his own contributions (if any) to the Scheme … plus, at the 

Trustees’ discretion, reasonable interest on any AVC Scheme Contributions 

provided that in the case of a Member who continues in Pensionable Service 

on or after his Normal Retiring Date until the date of his death the words 

“before his Normal Retiring Date and” shall be omitted.” 

 

“If a Member dies whilst in Pensionable Service, there shall … be payable in 

accordance with Rule 19.2 a lump sum equal to the total of:- 

11.2.1  four times his Pensionable Salary 

11.2.2 any benefit conferred under Rule 17 [Transfers to the Scheme] 

which was arranged to be payable under this Rule; and 

11.2.3 any benefit provided under Clause 13 [Augmentation of Benefits] 

which was arranged to be payable under this Rule.” 

 

“Payment of lump sums on death 

19.2.12 Any lump sum which is expressed to be payable under Rule 19.2 

shall within the period of two years commencing on the date of 

the Member’s death be paid to the Member’s estate and/or be 

paid or applied to or for the benefit of any one or more of his 

Dependants, his Relations, the individuals entitled under his will 

to any interest in his estate and the persons mentioned in a 

statement of wishes form as described in Rule 19.2.3 who are 

                                            
2 Amended by deed dated 21 April 2015 
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living at this death, in such shares and in such manner as the 

Trustees shall decide. 

… 

19.2.3 In exercising their discretion under this Rule the Trustees may 

take account of, but shall not be bound by, any wishes of the 

Member as expressed in a statement of wishes form received by 

the Trustees before the death of the Member and not revoked by 

the Member …” 

 

“in relation to any person (hereinafter called the “Principal”) means any 

individual who is, or at the date of the Principal’s death was, 

(1) his Spouse, or 

(2) a child of his (including a step-child or legally adopted child) aged less 

than 18, or aged 18 or more but receiving full-time educational or 

vocational training, or 

(3) in the opinion of the Trustees: 

(a) wholly financially dependent on the Principal; 

(b) in a relationship of mutual financial dependence with the 

Principal; or 

(c) living with the Principal as if husband and wife or civil partners 

(but not so as to include any person who in the Trustees’ opinion 

was in a casual relationship with the Principal) …” 

 

“the grandparents of the Member and of his Spouse and all descendants of 

those grandparents and all spouses of those descendants. For the purposes 

of this definition:- 

(1) a step child or legally adopted child shall be considered to be an actual 

child; 

(2) “Spouse” shall include a widow, widower or surviving civil partner and 

any former wife or husband.” 

Timeline 

April 2009 Mr T completed an expression of wishes form. He indicated that he 

wished any lump sum death benefit payable on his death to be divided 

equally between his three children. At the time, they were aged 14, 18 

and 20. 
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June 2009 Mr and Mrs T purchased a property. 

May 2014  Mr and Mrs T were married. 

November 2014 Mr and Mrs T re-mortgaged their property. 

13 November 2014 A mortgage consultant wrote to Mr and Mrs T. Amongst other things, 

he said he was enclosing a life cover quote. He suggested that they 

consider this instead of relying solely on their death in service cover 

as discussed. 

April 2016 Mr T died. At the time, Mr T’s children were aged 27, 25 and 21. Mr T 

had not made a will. 

5 May 2016 Mrs T completed an information form for the Trustees. In addition to 

providing details of Mr T’s children, his parents and his brother, Mrs T 

included the statement: 

“[Mr T] had only one financial dependant which was his wife [Mrs T]. 

On purchasing their home together [Mr T] provided his pension details 

to the lender as insurance to cover repayment in these 

circumstances.” 

14 June 2016 Mrs T emailed the Scheme administrators with a copy of a letter 

discussing the death in service to cover mortgage repayments. She 

pointed out that the nomination form currently held had been 

completed before her marriage to Mr T. She said Mr T had informed 

her that the form had been changed since they had bought their 

house. Mrs T said she had changed her own nomination form to cover 

Mr T in the event of her death. 

In its response, the Scheme administrators said the Company had 

agreed to look for an updated expression of wishes form. It also 

explained that payment of the death benefit was a discretionary 

decision. It said the Trustees were meeting on 15 June 2016 to 

discuss the situation. 

16 June 2016 Mrs T provided further information relating to the discussions she and 

Mr T had had with their bank. 

17 June 2016 Mrs T submitted a personal statement. This included a copy of a 

questionnaire completed, in 2014, when Mr and Mrs T applied for a 

re-mortgage. Under the heading “Security”, the questionnaire noted 

that both Mr and Mrs T had company pension schemes with death in 

service. 

July 2016 The Scheme administrators asked Mr T’s children to complete forms. 

 Mrs T provided a further statement, including details of her outgoings. 
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August 2016 Mr T’s son informed the Scheme administrators that his younger 

brother was not in any full-time education. He said none of the 

children had been financially dependent on their father on a regular 

basis. He said he had received irregular payments from his father 

when he needed them. 

September 2016 Mrs T confirmed to the Scheme administrators that she did not have a 

copy of any expression of wishes completed by Mr T later than the 

2009 copy held by the Trustees. She said she had received no 

financial help from Mr T’s family and had paid the funeral costs 

herself. Mrs T said not being awarded the full lump sum death benefit 

would result in her having to sell her home. 

1 November 2016 The Trustees came to a decision to distribute the lump sum death 

benefit equally between Mrs T and Mr T’s children. 

21 November 2016 Mrs T asked the Trustees to reconsider their decision. The Trustees 

were also provided with a letter from Mr T’s father in which he asked 

them to review their decision. 

December 2016 The Scheme administrators informed Mrs T and Mr T’s children that 

payment would be delayed because the Trustees’ were reviewing 

their decision. 

Mr T’s son emailed the Scheme administrators providing details of an 

accident at work he had suffered and saying it was unlikely that he 

would be able to work again. He also said insurers had declined a 

claim for compensation and it was likely to be some time before a 

settlement was reached. He said his siblings were single parents on 

low income and that all three of them had been financially dependent 

on their father. 

The Scheme administrators contacted the mortgage provider to 

request any records relating to the discussion with Mr and Mrs T. 

In response to a request to provide a copy of any relevant documents, 

Mr T’s father said he did not have such a document and did not wish 

to be involved. 

The Chair of the Trustees spoke to Mr T’s children and his brother on 

the telephone. Copies of her notes have been provided. 

January 2017 The Trustees wrote to the mortgage provider requesting information 

about Mr and Mrs T’s application. In particular, they asked whether 

death in service cover had been a prerequisite for the provision of a 

mortgage and whether Mr T had made any statements relating to an 

expression of wishes. 
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 Mrs T submitted a further statement, together with a bundle of 

documents. These documents included a credit card balance 

notification, funeral costs invoices, handwritten notes by Mr T relating 

to payments to his children, copies of text messages between Mr T 

and his son, a letter to Mr T’s daughter from a debt recovery 

company, a letter from the DWP to his son relating to payment of 

ESA, and witness statements from friends. 

 The mortgage provider sent the Trustees copies of the mortgage 

documents and statements. 

February 2017 The mortgage provider confirmed that it was not a condition of the 

mortgage to have life cover and it did not hold details of any death in 

service benefits for Mr T. 

April 2017 The Trustees issued a decision confirming their decision to distribute 

the lump sum death benefits equally between Mrs T and Mr T’s 

children. 

June 2017 Mrs T applied to TPO. 

November 2017 TPO’s investigation was closed and Mrs T’s complaint was considered 

withdrawn because the Trustees had agreed to revisit their decision. 

6 December 2017 The Trustees wrote to Mrs T and the children offering to meet with 

them to enable them to put forward any new information. 

18 December 2017 The Trustees met with Mr T’s children (jointly) and Mrs T (separately). 

Mr T’s brother accompanied the children. Mrs T was accompanied by 

a barrister. The Trustees were not willing to meet with Mrs T in the 

presence of a barrister. Mrs T opted to proceed on her own. 

 Copies of the notes of both meetings have been provided. 

10 January 2018 The Trustees met to discuss the distribution of the lump sum death 

benefit. All the Trustees were present and they were attended by their 

legal adviser. A copy of the minutes of the meeting has been 

provided. 

19 January 2018 Mrs T and the children were informed of the Trustees’ decision. Mrs T 

was provided with a copy of the minutes from the Trustees’ meeting. 

28 March 2018 The Trustees distributed the lump sum death benefit. Mrs T received 

£44,155.44. Mr T’s children received £44,155.44 each less an amount 

representing outstanding loans they had received from their father. Mr 

T’s estate received £3,783; being the sum of the outstanding loans. 
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Mrs T’s position 

 

 

“The trustees should act honestly and reasonably, make proper enquiries, 

take advice as appropriate, and reach a decision fairly on the basis of 

knowledge of the member’s family, financial circumstances and will, ignoring 

their own political, religious or moral views or prejudices.” 



PO-21697 

8 
 



PO-21697 

9 
 



PO-21697 

10 
 



PO-21697 

11 
 



PO-21697 

12 
 

“Every Member or other beneficiary or prospective beneficiary to whom 

benefits may be payable from the scheme must at any time produce such 

evidence or information as may be reasonably required by the Trustees for the 

purposes of the scheme. If such evidence or information is not produced, the 

Trustees may withhold any benefit in relation to which the evidence or 

information was required until such time as it is produced. Where the Trustees 

have relied on a declaration, statement or other information given to them or 

an employer to determine the benefits of a member, dependant, relation or 

any other beneficiary or prospective beneficiary, and that declaration, 

statement or information subsequently proves incorrect, the Trustees may 

recover, reduce or otherwise modify the benefits payable to and in respect of 

those aforementioned as subject to the preservation requirements and the 

contracting-out requirements, they may consider appropriate.” 
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“Some two and a half years later, in Wild v Smith [1996] Mr Justice 

Carnworth adopted the judge’s formulation in Harris v Shuttleworth and 

observed that, to a public lawyer, those words were virtually identical to 

the so-called Wednesbury principles.” 

 

 

 

“Bad faith, dishonesty – those of course, stand by themselves – 

unreasonableness, attention given to extraneous circumstances, 

disregard of public policy and things like that have all been referred to, 

according to the facts of individual cases, as being matters which are 

relevant to the question. If they cannot all be confined under one head, 

they at any rate, I think, overlap to a great extent. For instance, we have 

heard in this case a great deal about the meaning of the word 

“unreasonable”.” 

 

 

 

“In the vast majority of cases where a lump sum benefit is payable in 

circumstances where there is a surviving spouse, it is the surviving 

spouse who will be the beneficiary. Indeed, it is difficult to envisage 

circumstances where a decision to pay the lump sum benefit to the 

surviving spouse could not be justified.” 
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3 www.gov.uk 
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The Trustees’ position 
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Adjudicator’s Opinion 
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4 Edge v the Pensions Ombudsman [1999] 4 All ER 546 
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Ombudsman’s decision 

Oral hearing 
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Distribution of the Lump Sum Death Benefit 

 

 

“Payment of lump sums on death 

19.2.1 Any lump sum which is expressed to be payable under Rule 19.2 

shall within the period of two years commencing on the date of 

the Member’s death be paid to the Member’s estate and/or be 

paid or applied to or for the benefit of any one or more of his 

Dependants, his Relations, the individuals entitled under his will 

to any interest in his estate and the persons mentioned in a 

statement of wishes form as described in Rule 19.2.3 who are 

living at this death, in such shares and in such manner as the 

Trustees shall decide. 

… 

19.2.3 In exercising their discretion under this Rule the Trustees may 

take account of, but shall not be bound by, any wishes of the 

Member as expressed in a statement of wishes form received by 

the Trustees before the death of the Member and not revoked by 

the Member …” 
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• take all relevant matters into account and ignore any irrelevant matters; 

• ask themselves the right questions; 

• direct themselves correctly in law; in particular, they must interpret the Scheme 

Rules correctly; and 

• not come to a perverse decision. 
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5 Sampson v Hodgson [2008] All ER (D) 395 (Apr) 
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6 Stephens v Michelin Pensions Trust Ltd [2006] All ER (D) 
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Anthony Arter 

Pensions Ombudsman 
13 November 2019  
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Appendix 

Scheme booklet May 2012 

“Expression of wish forms 

So that the lump sums payable on your death can be paid free of inheritance 

tax, the Trustees make the final decision over who should receive these 

benefits. However, they always take your wishes into account and so you 

should use the expression of wish form at the back of this guide to let them 

know what your wishes are. You should keep this form up to date if your 

circumstances change (for example if you get married or divorced or if 

your civil partnership is dissolved or if you have children). You can get 

new forms from the HR department.” 

 

Rule 19.2.1 prior to the April 2015 amendment 

“Payment of lump sums on death 

19.2.1 Any lump sum which is expressed to be payable under Rule 19.2 shall 

within the period of two years commencing on the date of the Member’s 

death be paid to the Member’s estate and/or be paid or applied to or for 

the benefit of any one or more of his Dependants, his Relations and the 

individuals entitled under his will to any interest in his estate who are 

living at this death, in such shares and in such manner as the Trustees 

shall decide ... 

… 

19.2.3 In exercising their discretion under this Rule the Trustees may take 

account of, but shall not be bound by, any wishes of the Member as 

expressed in a statement of wishes form received by the Trustees 

before the death of the Member and not revoked by the Member …” 

 


