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Ombudsman’s Determination 

Applicant Mr Y  

Scheme  Skipton Building Society (2015) Group Pension Scheme (the Skipton 

Scheme) 

Respondents Skipton Building Society (Skipton BS)  

Skipton Pension Trustees Limited (the Skipton Trustee) 
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• The New Scheme could only pay benefits in accordance with its Rules.  

• Mr Y was a Category 1 member, as he had joined the Old Scheme on 1 May 

1996. Rule 57.3 of the New Scheme provided that pensions in payment, in excess 

of GMP, would increase by LPI, for Category 1 members for all service. 
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• In May 2007, he decided to pay 25% of his salary to the DC section of the New 

Scheme. If he had known that part of his pension would increase at LPI and not 

at a fixed 5% pa, he would have made contributions of 33% of his salary 

instead. As a result, he had lost investment returns and tax relief on the 

additional sums that he would have invested. 

• Following redundancy in 2010, he had decided to work from February 2011, on 

a three-day week, with a £14,500 pa drop in salary and no pension benefits. He 

did not contribute to his personal pension plan, relying on the promised pension 

increases. He then did not take up an employment opportunity in September 

2012 and finally stopped working in early 2013 and became a full-time unpaid 

carer for his parents. He had based this decision on his expected income in 

retirement. 
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• He had also rejected an enhancement of £59,766 to leave the New Scheme in 

2013 because he was expecting to receive the pension increases stated in the 

2003 Letter and 2011 Statement. 

• The 2011 Statement was “evidence of entitlement” and mirrored the 2003 Letter, 

promising pension increases of 5% pa. The Trustees’ report of 30 April 2012, for 

the New Scheme was unclear for 1 May 1996 joiners but it implied that a 5% pa 

increase applied to all members. He had used this information in a pension 

planning meeting in 2014, and it was now too late to make up the difference on 

his expected income in retirement. 
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• The provision of incorrect information in the 2003 Letter and the 2011 Statement 

did not, by itself, entitle Mr Y to the increase that was stated in error. He was only 

legally entitled to the benefits provided by the Skipton Scheme, as a Category 1 

member, that is, increases at LPI for pension in payment, in excess of GMP, for all 

service. 

• Mr Y provided numerous examples to show that he relied on the incorrect 

information in making “significant and irreversible life and financial decisions” but 

in the Adjudicator’s opinion it was not reasonable for Mr Y to have relied on the 

2003 Letter and the 2011 Statement, to make such decisions.  
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• Mr Y should have sought advice or asked for confirmation about the increases to 

his benefits once in payment. He said he had no access to the Rules but the 

1996, 2001 and 2004 booklets explained that copies of the old Rules and the 

Rules, as appropriate, were available on request, as well as information about 

pension increases.  

• The 2003 Letter included only vague wording about pension increases, describing 

5% pa, “as at present.” The 2003 Letter explained there were no changes to past 

scheme benefits and advised Mr Y to consider taking independent financial 

advice. So, Mr Y was put on notice that he should seek further advice before 

making any important decisions. 

 

 

 

 

 



PO-24165 

 
 

 

 

 

 

 

 

 

 



PO-24165 

 
 

 

 

• Mr Y was invited to join the Old Scheme when he first became eligible. 

• Mr Y was not an “exception”. 

• The 2003 Letter did not confer a benefit promise and changes to benefits could 

only be made by deed under trust law. 

• Incorrect information was provided to Mr Y in 2011 but a correct statement was 

provided in 2013 and again in 2015 when errors were identified, corrected and 

apologies provided. 

• Mr Y had full information about his benefits, including pension increases, in the 

Scheme booklets and the Rules. He kept extensive records relating to his Scheme 

membership but chose to rely on the 2003 Letter to claim additional pension 

benefits. 

 

Ombudsman’s decision 

 
 

 For its part, Skipton BS claims that Mr Y was not entitled to pension increases of 5% 

pa, under the Rules of the Skipton Scheme as a Category 1 member, and the Skipton 

Trustee could only pay the benefits to which Mr Y was legally entitled. 
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 In his submissions, Mr Y specifically referred to the 2010 email requesting 

confirmation about his pension increases and the 2011 Statement which SBS 

provided in response. He says this is evidence that he asked for information to check 

his pension benefits and that it was reasonable for him to have relied on this 

information as accurate when planning his retirement, as part of the redundancy 

process. He also claims that he relied on it when requesting advice about taking 

Skipton BS’ enhanced offer to leave the New Scheme in 2013. He says that by July 

2015 his decisions were irreversible.  

 I find that, on balance, looking at the whole series of events and documentation 

issued, it was not reasonable for Mr Y to have relied on the vague wording in the 

2003 Letter and the error in the 2011 Statement. Mr Y has not shown that he 

understood that increases for pension earned pre-May 2003 would be 5% pa until he 

was formally notified of the error in 2015.  

 Although Mr Y did ask for information about pension increases in 2010 as shown by 

the 2010 email and claimed that it was entirely reasonable to expect the 2011 

Statement to be 100% accurate, he did not check the booklets for the New Scheme. 

He also did not receive any information about pension increases in statements from 

2002 to 2009 so if this had been crucial, he could have made further enquiries at that 

time. 

 On balance, I consider that pension increases were only one factor in his financial 

planning during the redundancy negotiations and not a substantial part. If pension 
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increases were so important, he could have specifically checked the New Scheme 

booklet and asked for confirmation. He could also have identified the correct increase 

rate when it was provided in the 2013 Statement, queried this and then altered his 

plans for retirement accordingly. 

 

 

 Therefore, I uphold Mr Y’s complaint in part. 

Directions 

 

Anthony Arter 

Pensions Ombudsman 
17 October 2019 
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Appendix 1 

 
Relevant extracts from the Scarborough Building Society Group Pension and Death 

Benefits Scheme Definitive Deed and Rules  

 

The Schedule   Part 2   Final Salary Rules 

Rule 51   

Each Category 1 Final Salary Member will pay Ordinary Contributions at 6% of Salary in 

each Pay Period. 

Rule 57.3  annual increases 

This Sub rule does not apply to any pension that is converted into a lump sum or 

surrendered to provide dependant’s pension or to the GMP Deduction. For a Category 1 

Final Salary Member any other part of the Normal Retirement Pension will increase in 

payment on each 1 May at 5% a year or (if less) the percentage increase in the Index of 

Retail Prices in the 12 months ending on the previous 30 September. For a Category 2 or 

3 Final Salary Member any other part of the Normal Retirement Pension will increase in 

payment on each 1 May at 5% a year.  
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Appendix 2 

 

Relevant extracts from the Deed of Amendment dated 25 April 2003 for the 

Scarborough Building Society Group Pension and Death Benefits Scheme   

Rule 51 is amended from 1 May 2003, as follows: 

Each Category 1 Final Salary Member will pay Ordinary Contributions at 9% of Salary in 

each Pay Period. 

Rule 57.3 is replaced from 1 May 2003, as follows: 

57.3  

(a) This Sub rule does not apply to any pension that is converted into a lump sum or 

surrendered to provide dependant’s pension and does not apply to the GMP 

Deduction. 

 

(b) For a Category 1 Final Salary Member subject to the provisions of the Pensions Act 

any other part of the Normal Retirement Pension not referred to in pargarah (a) 

above shall  increase in payment on 1 May each year by the lower of 

 

(A) 5%;and 

 

(B) the percentage increase in the Index of Retail Prices over the twelve     

months ending on the preceding 30 September. 

 

(c) In respect of benefits accrued in relation to Pensionable Service prior to 1 May 2003 

for a Category 2 or Category 3 Final Salary Member any other part of the Normal 

Retirement Pension not referred to in pargarah (a) above shall  increase in payment 

on 1 May each year by 5%. 

 

(d) In respect of benefits accrued in relation to Pensionable Service from and including 

1 May 2003 for a Category 2 or Category 3 Final Salary Member subject to the 

provisions of the Pensions Act any other part of the Normal Retirement Pension not 

referred to in pargarah (a) above shall increase in payment on 1 May each year by 

the lower of 

 

(A) 5%;and 

 

(B) the percentage increase in the Index of Retail Prices over the twelve   

months ending on the preceding 30 September. 
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Appendix 3  

 

Relevant extracts from the Skipton Building Society(2015) Group Pension Scheme 

Definitive Deed and Rules dated 7 October 2015 

Schedule 2 

Rules for Former Members of the Scarborough Bulding Society Group Pension and 

Death Benefits Scheme 

Definitions 

Former Scarborough Member means a person who was entitled to benefit by reason of 

having been a member of the Scarborough Building Society Group Pensoin and Death 

Benefits Scheme and whose benefts have been transferred to the Scheme. 

 

1A  Application 

In relation to the benefits payable to and in respect of Former Scarborough Members who 

left Pensionable Service on 30 April 2007 and became members of the money purchase 

section on 1 May 2007, this Schedule 2 is intended to replicate the substantive effect of 

the rules of the Scarborough Building Society Group Pension and Death Benefits Scheme 

in relation to them and in force imediately prior to the Commencement Date. If any 

ambiguity or any discrepancy between the substantive effect of this Schedule 2 and the 

relevant provisions of the Scarborough Scheme is identified: 

• this Schedule 2 will be construed and applied so as to give full effect to this 

intention (and for that purpose will, if necessary, be read as if words had been 

added to or deleted from the provisions giving rise to the ambiguity or discrepancy); 

 

• the Principal Employer and the Trustees will…execute a deed clarifying or 

correcting the relevant provisions; 
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Rule 12.4 

The pension of a Member who has retired shall be increased as follows: 

(a) For a Category 1 Member subject to the provisions of the 1995 Act on the Scheme 

Date at the lower of: 

 

i. 5%; and 

ii. the percentage increase in the Index over the 12 months ending on the 

preceding 30 September. 

 

(b) In respect of benefits accrued in relation to Pensionable Service prior to 1 May 2003 for 

a Category 2 or Category 3 Member on the Scheme Date at 5% a year; 

 

(c) In respect of benefits accrued in relation to Pensionable Service from and including 1 

May 2003 for a Category 2 or Category 3 Member of the Scheme Date by the lower of: 

 

i. 5%; and 

ii. the percentage increase in the Index over the 12 months ending on the 

preceding 30 September. 

 

 

 

 


