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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN

	Complainant
	:
	Mr G B Wilson

	Scheme
	:
	Principal Civil Service Pension Scheme (PCSPS)

	Managers
	:
	Civil Service Pensions (CSP)


THE COMPLAINT (dated 3 October 2000)
 AUTONUM 
Mr Wilson has complained of injustice as a consequence of maladministration on the part of CSP in that they have refused to award him an enhancement of 62(3 years and they have refused to reimburse bank charges incurred whilst considering his application for early payment of his preserved pension.

MATERIAL FACTS
 AUTONUM 
Mr Wilson left the PCSPS following termination of his employment with the Department for Education and Employment (DfEE) on 15 March 1996.  He was awarded preserved benefits and a compensation payment under Rule 7.2 of the PCSPS.  He did not retire from the DfEE on medical grounds.

 AUTONUM 
Mr Wilson applied for early payment of his preserved benefits on 26 December 1996 under Rule 3.14.  Initially the DfEE wrote to Mr Wilson informing him that the terms of his severance precluded him from receiving his preserved benefits early.  This decision was upheld by CSP on appeal.  Mr Wilson then approached the pensions advisory service, OPAS, and also brought a complaint to my office.  This complaint was discontinued on 15 October 1999.

 AUTONUM 
Following the discontinuance of his original complaint, Mr Wilson again approached CSP regarding early payment of his preserved benefits.  CSP agreed to consider his application afresh.  They wrote to the DfEE on 2 November 1999 asking them to consider Mr Wilson’s application.  An appointment was made for Mr Wilson to see an Occupational Health specialist on 21 January 2000 but this was brought forward to 10 January 2000 at Mr Wilson’s request.  The first medical report was considered inconclusive and CSP requested further medical advice.  Following this, CSP agreed that Mr Wilson should receive his preserved benefits early and they informed the DfEE of this decision on 9 March 2000.  The DfEE then wrote to Mr Wilson asking him to sign a claim form.  On receipt of this form the DfEE arranged for Mr Wilson’s benefits to be paid with effect from 29 January 2000.  They wrote to Mr Wilson on 31 March 2000 to confirm this and his benefits were paid one week later.

 AUTONUM 
On 2 April 2000 Mr Wilson wrote to CSP regarding enhancement to his benefits of 62(3 years, to which he said he was entitled under Rule 3.4.  This claim has been refused by CSP.  Mr Wilson has argued that Rule 3.14 leads back to Rule 3.4, under which he should receive an enhancement.  CSP have explained that the Scheme Rules do not provide for such an enhancement and that enhancement would result in Mr Wilson receiving a double benefit because he received a compensation payment on severance, which was the capitalised value of his benefits up to age 60.  Also in the final stages of the Internal Dispute Resolution procedure it was stated “More importantly Mr Wilson not retired from the Civil Service on ill-health grounds.”

PCSPS RULES
 AUTONUM 
Rule 1.12 provides “‘Retirement on medical grounds’ means retirement from the Civil Service with a medical certificate acceptable to the Minister which states that the person concerned is prevented by ill health from discharging his duties, and that his ill health is likely to be permanent.”

 AUTONUM 
Rule 1.13 provides “‘Resignation’ means termination of service or voluntary retirement from the Civil Service before retiring age.”

 AUTONUM 
Rule 3.1 provides 

“Subject to the other provisions of these rules, a civil servant who retires –

(i) before 6 April 1978 on or after reaching the retiring age with 5 or more years’ qualifying service; or

(ii) on or after 6 April 1978 on or after reaching the retiring age; shall be paid the following benefits:

(a) an annual pension of 1/80th of his pensionable pay multiplied by the length of his reckonable service;

(b) a lump sum of 3/80ths of his pensionable pay multiplied by the length of his reckonable service.

Under rule 2.3 reckonable service may not exceed 40 years by the retiring age, or 45 years in total.”

 AUTONUM 
Rule 3.4 provides

“(i)
Subject to rules 3.6, 3.7 and 3.24d, a civil servant (other than a person on a period appointment) who is retired on medical grounds and who would qualify for a pension under rule 3.1 or a preserved pension under rules 3.11, 3.17 or 3.24a will be paid an ill health pension and lump sum.  The pension and lump sum paid under this rule are calculated as under rule 3.1 but in the following cases enhancement may apply, where:

(a) the person concerned would qualify for a pension under rule 3.1; or

(b) the person would qualify by virtue of rule 3.11 and has 5 or more years’ qualifying service; or

(c) the person is a woman qualifying under rule 3.11 and is retired on medical grounds on or after 6 April 1978 and after the end of the tax preceding that in which she attains the age of 60.

Where enhancement applies, the person’s reckonable service is enhanced as follows:

(i) if it is less than ten years, it will be enhanced to double its length;

(ii) if it is ten years or more, it will be enhanced in whichever of the following ways gives the better result

(a) to 20 years

(b) by 62(3 years.

(iii) ….”

 AUTONUM 
Rule 3.11 provides 

“Subject to rule 3.17, a civil servant who resigns or opts out of the scheme and who

(i) has two or more years’ qualifying service; or

(ii) is a woman civil servant who resigns on or after 6 April 1978 and who leaves the Civil Service after the end of the tax year preceding that in which she attains the age of 60 (notwithstanding that she has not completed 2 years’ qualifying service); or

(iii) was formerly entitled to rights under a personal pension scheme in respect of which a transfer payment has been made to this scheme and who does not opt to transfer the whole or, under rule 6.2 (iv), part of his accrued pension benefits out of the scheme, will be awarded a preserved pension and lump sum in respect of such part of his accrued pension benefits as is not transferred.  Subject to rule 3.12, these will be brought into payment when the civil servant reaches the retiring age, and will be calculated in the way described in rule 3.1.”

 AUTONUM 
Rule 3.14 provides 

“Where a person who has been awarded a preserved pension and lump sum falls ill before attaining the age of 60, then in either of the two following cases the pension and lump sum may be brought into immediate payment:

(i) if, having opted out of the scheme while remaining in the Civil Service, he is retired on medical grounds because of that illness;

(ii) if he has left the Civil Service, and it is established that the illness would have led to his retirement on medical grounds had he remained in the service.”

CONCLUSIONS
 AUTONUM 
Mr Wilson has asked that the Rules be read in the sequence 1.13, 3.11, 3.14 (ii) and 3.4.  This he states will show a direct path to an enhancement of 62(3 years.  I consider, however, that it is more appropriate to start with Rule 1.12, which is the rule which defines retirement on medical grounds.  This rule refers specifically to retirement from the Civil Service.  Rule 3.4, which is headed ‘Retirement on medical grounds’, refers to a civil servant “who is retired”, which, in my understanding, means retirement from active service.  This is particularly so when read in conjunction with Rule 1.12.

 AUTONUM 
I agree with Mr Wilson that there is a reference to Rule 3.11 in Rule 3.4, but I do not agree that this is sufficient to require enhancement to be provided in the case of deferred benefits brought into payment early.  Rather, the reference is to a person who would qualify, by virtue of Rule 3.11, for the alternative benefit of a deferred pension but for the operation of Rule 3.4.

 AUTONUM 
Also, I have considered Rule 3.14 under which Mr Wilson received his deferred benefits early.  The only express reference to Rule 3.4 here is to Rule 3.4b which allows members with a life expectancy of less than 12 months to make an election to commute their pension to a lump sum.  However, paragraph (ii) of Rule 3.14 does refer to an “illness which would have led to his retirement on medical grounds had he remained in the service.”  This can readily be seen as a cross-reference to Rule 3.4 which relates to such a retirement.  Nevertheless, I do not accept that this is sufficient to require enhancement.

 AUTONUM 
In my judgment, the central flaw in Mr Wilson’s submissions is to be found in a short and simple point.  The relevant provision for enhancement is Rule 3.4.  This contains a primary condition for there to be entitlement, namely “who is retired on medical grounds.”  Mr Wilson is not a civil servant who satisfied this condition.  Therefore he is not entitled to enhancement by virtue of Rule 3.4 and there is no other relevant rule providing for any such entitlement on his part.

 AUTONUM 
In view of the above, I do not find that there has been maladministration on the part of CSP in not enhancing Mr Wilson’s reckonable service and I do not uphold this part of the complaint against them.

 AUTONUM 
I will now consider Mr Wilson’s complaint that CSP have not reimbursed his bank charges for the period during which they were considering his application for an ill-health pension.  CSP are entitled to seek medical advice when considering an application for an ill-health pension.  It was not unreasonable for them, if they considered the first medical report to be inconclusive, to seek further medical advice before making their decision.  Indeed, I have often had cause to criticise trustees for not doing so.  Mr Wilson’s pension was backdated to 29 January 2000.  On the evidence before me, I do not find that there were excessive delays in processing Mr Wilson’s application.  It would not therefore be appropriate for me to find any maladministration on the part of CSP in these circumstances.  Accordingly, I do not uphold this part of Mr Wilson’s complaint.

DR JULIAN FARRAND

Pensions Ombudsman

12 March 2001
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