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Ombudsman’s Determination 

Applicant Mr S 

Scheme Armed Forces Pension Scheme 1975 (the Scheme) 

Respondent  Veterans UK 
  

Outcome  

 

 

Complaint summary  

 

 

 

Background information, including submissions from the parties 
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“…there is no scope under the Scheme Rules for you to obtain Life 

Commutation. Scheme Rules under AFPS 75 and Attributable Benefits 

Scheme Warrant 2010 state that “Life Commutation Scheme” should be 

applied for before leaving service.” 

 

 

 

 

• A-Day introduced tax simplification rules which came into effect on 6 April 2006. 

Advice received from HMRC at the time “implied” that Life and Resettlement 

Commutation taken under the Scheme was exempt, qualifying for transitional 

protection up to and including 2020. However, HMRC later confirmed that this 

advice was wrong.   

• HMRC was responsible for publicising any changes relating to A-Day. However, 

in 2010 Veterans UK were informed by HMRC that the guidance it had provided 

to the Scheme in 2004 was wrong. Revised guidance was provided in 2010, on 

behalf of Veterans UK, in the form of a Scheme newsletter sent to the home 

addresses of all retired scheme members with pensions in payment. 
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• This newsletter contained important information on the Scheme’s changes. This 

information was repeated in subsequent newsletters sent in 2012 and again in 

2015.  

A-Day information 

 

 

 

 

 

 

Adjudicator’s Opinion 

 

• Given the advice provided by HMRC at the time of A-Day, Veterans UK had no 

reason to issue any correspondence to Mr S until transitional protection ceased 

in 2020. Once Veterans UK became aware that the guidance HMRC had 

provided in 2006 was wrong, it provided new and additional guidance in the form 

of three separate newsletters, which were sent to all retired members with 

pensions in payment.  

• Each newsletter contained advice under the heading “Life and Resettlement 

Commutation”, and additional website addresses were provided with reference 

to where to find further information, and was sent to all retirees home addresses 

https://www.lexisnexis.com/uk/lexispsl/pensions/document/393977/55KG-BX81-F18D-2022-00000-00/linkHandler.faces?psldocinfo=The_pensions_tax_regime_overview_&psldocinfo=The_pensions_tax_regime_overview_&A=0.4883513342015725&bct=A&service=citation&risb=&langcountry=GB&linkInfo=F%23GB%23UK_ACTS%23num%252004_12a_Title%25&ps=
https://www.lexisnexis.com/uk/lexispsl/pensions/document/393977/55KG-BX81-F18D-2022-00000-00/linkHandler.faces?psldocinfo=The_pensions_tax_regime_overview_&psldocinfo=The_pensions_tax_regime_overview_&A=0.4883513342015725&bct=A&service=citation&risb=&langcountry=GB&linkInfo=F%23GB%23UK_ACTS%23num%252004_12a_Title%25&ps=
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which were held by Equiniti, the third-party administrator responsible for paying 

the Scheme’s pensions. The address used for Mr S was the one currently in 

use. 

• On the balance of probabilities, it was more likely than not that Mr S would have 

received these newsletters and would have been aware of the new rules relating 

to the “Life Commutation Scheme”. Unfortunately, the information held on the 

Scheme’s website contradicted this, however the Scheme’s Rules had changed. 

and the ability to take “Life Commutation” had ceased with the introduction of tax 

simplification. 

• Veterans UK was given wrong advice by HMRC in 2006. However, as soon as it 

was aware the advice was wrong, it sent out amended guidance to all retired 

members with pensions in payment, confirming the Scheme Rules had changed. 

Through no fault of Veterans UK, correct advice was provided only after the 

window of opportunity to exchange annual pension for a tax free lump sum had 

closed. 

• Whilst Veterans UK have since correctly withdrawn all reference to the “Life 

Commutation Scheme” from its website, this should have happened as soon as 

HMRC corrected its advice to the Scheme.  

• Although Mr S claims he has suffered financial injustice as Veterans UK have 

denied him the opportunity of a tax-free cash lump sum of £79,368, he has 

continued to enjoy the benefits of his pension.   

• There is no dispute that Veterans UK failed to keep its website up to date and 

information regarding Life Commutation was only amended in June 2018. This 

was some 12 years after the Scheme Rules changed. Further, that Form 11 was 

readily available for Mr S to incorrectly apply for an exchange of his pension for 

a tax free lump sum. These failings amount to maladministration and contributed 

to Mr S suffering a loss of expectation resulting in significant distress and 

inconvenience. In recognition of this, Veterans UK should pay Mr S a sum of 

£500. 

 

• The Veterans UK website continued to allow members to download Life 

Commutation rates, and the online application form, Form 11. Its website stated 

the scheme was to be phased out in 2020. The MOD regulations stated that the 

“Life Commutation Scheme” was still in existence. 

• The Veterans UK newsletters are of no relevance. The sections in the 

newsletters about AFPS75 matters did not mention commutation. Instead it was 

mentioned in the sections headed AFP05 and RFPS, but he would have had no 

reason to look at these two sections.   
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• He accepted that the “Life Commutation Scheme” could not now be 

implemented, but he did not receive any warning about the Scheme changes, 

therefore, he was denied the opportunity to exchange part of his pension for a 

tax free lump sum before the Scheme Rules changed. As a result, he has 

suffered a financial loss of £79,368 and requires compensation to reflect this 

loss; the £500 offered was totally inadequate. 

 

Ombudsman’s decision 
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Directions  

 

Anthony Arter  

Pensions Ombudsman 

24 July 2019 


