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Ombudsman’s Determination 
Applicant Mr N  

Scheme  Principal Civil Service Pension Scheme (Northern Ireland) (the 
Scheme) 

Respondent Civil Service Pension (NI) (CSP) 

Outcome  
 

Complaint summary  
 

Background information, including submissions from the parties 
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“This review highlighted a slight error in the previous calculation (a figure of 
£4,579 rather than £4,536 had been used as the additional service payment in 
error) and the figures have been reviewed as shown and a revised statement 
has also been provided…” 

 

 

“I do, however wish to advise that as a result of this revision, it has resulted in 
a reduction in your pension [sic], which CSP have applied with immediate 
effect, in order to avoid any additional accrual of overpayment. 

A balance of any lump sums payable will be issued in due course…” 
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Adjudicator’s Opinion 
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• The introduction of HMRC’s tax simplification on 6 April 2006 had a significant 
impact on pension calculations. Scheme lump sum, W&D refund and ASP lump 
sums are now factored into final pension calculations.  

• In accordance with HMRC regulations, CSP is required to limit the lump sums 
which are paid. HMRC currently restricts the lump sums to 25% of the total 
notional value of the pension benefits payable.  

• In cases where this limit is breached, there is no option to elect for a higher lump 
sum and any excess of the lump sum benefits must be commuted to annual 
pension.  

• In Mr N’s case, when he finally retired, the balance of the lump sum amounting to 
£3,692.04 was payable in respect of the period between his formal and final 
retirement dates. A W&D refund of £1,801.19 due for this period, and ASP 
payment of £2,615.53, for his additional service in excess of 45 years, had to be 
factored into the calculation to see if HMRC restrictions were breached.  

• CSP said it cannot speculate on why other members were paid all of their W&D 
refund as a tax free lump sum, as all calculations are unique and may not have 
had the same input values. Consequently, those members may not have been 
subject to any restrictions.  

• In Mr N’s case, only a portion of his W&D refund, namely the element of 
£1,801.19, accrued between his formal and final retirement dates, were included 
in the calculation used to determine whether HMRC regulations had been 
breached. This is because the residue of W&D contributions was revised and 
retrospectively paid at Mr N’s formal retirement, with an ex-gratia payment of 
£316.96 for loss of interest. No tax was deducted from the payment Mr N received 
in April 2016, in respect of his W&D refund. 

• The exemption amount of £30,000 that Mr N has referred to, applies to 
termination payments made to members under the ‘Civil Service Compensation 
Scheme, Northern Ireland’ (CSCS(NI)). Pension payments do not count towards 
the £30,000 threshold.  

• The Rules and regulations pertaining to the Scheme were applied correctly in the 
retirement calculation.   

• An error was identified in the BOE interest rates used in its calculation of the late 
payment interest applied to the corrected lump sum figures, which was paid on 13 
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April 2016. This resulted in additional interest of £79.30 being due to Mr N, 
inclusive of £1.70 interest for late payment. 

• In relation to the interest rates used for W&D contributions, CSP said:- 

- The interest rates used for W&D refunds are governed by the Rules1 and not 
the BOE base rates. Rule 4.21 refers and rule 4.21(viii)(d) specifically 
stipulates the rate of 5% is to be used up to 31 March 1990.  

- Between 1 April 1990 and 31 March 1995, the interest rate used was the 
yearly average of “Building Society Basic Rate,” as prescribed by the Rules. 

- Between 1 April 1995 and 31 March 2014, the interest rate used was the 
yearly average of “Building Society Average Rate” for share accounts, as 
prescribed by the Rules. 

- From 1 April 2014, the interest rates were calculated using a formula provided 
by the Government Actuary’s Department (GAD).  

 As Mr N did not accept the Adjudicator’s Opinion, the complaint was passed to me to 
consider. I agree with the Adjudicator’s Opinion and note the additional points raised 
by Mr N and the further explanation given by CSP. 

Ombudsman’s decision 
 

 

 

 

 
1 https://www.finance-ni.gov.uk/sites/default/files/publications/dfp/Section-II-of-the-rules-of-
the-PCSPS-NI-after-PCSPS-NI-Amendment-S....pdf 
 

https://www.finance-ni.gov.uk/sites/default/files/publications/dfp/Section-II-of-the-rules-of-the-PCSPS-NI-after-PCSPS-NI-Amendment-S....pdf
https://www.finance-ni.gov.uk/sites/default/files/publications/dfp/Section-II-of-the-rules-of-the-PCSPS-NI-after-PCSPS-NI-Amendment-S....pdf
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Directions  
 

 
 
 
Anthony Arter 

Pensions Ombudsman 
21 October 2021 
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Appendix 

Relevant sections of the Principal Civil Service Pension Scheme (Northern Ireland) 
Section 11 of the 1972 Section 

“… 

SECTION 2: RECKONABLE SERVICE 

… 

2.3 Except for the purposes of rules 1.6a, 1.7, 4.17 (ii) reckonable service 
cannot exceed 45 years in total. This is subject to the following. Before 1 
March 2008 a member may not count as reckonable more than 40 years’ 
service before the pension age. After 29 February 2008, a member who has 
accrued 40 years’ reckonable service before the pension age may count any 
further service accrued on or after 1 March 2008 as reckonable, subject to the 
overall limit of 45 years… 

SECTION 7: PURCHASE OF ADDED YEARS 

7.1 Subject to the other provisions, of this section, a civil servant may opt to 
increase his reckonable and qualifying service by buying added years… 

7.2 The amount of added years purchased must not result in reckonable 
service exceeding 40 years by the pension age or 45 years in total…” 

 

Relevant sections of the Pensions (Northern Ireland) Order 1995 

“… 

Inalienability of occupational pension 

89 (5)(f) subject to paragraph (6), a charge or lien on, or set-off against the 
person in question’s entitlement, or right for the purpose of discharging some 
monetary obligations due from the person in question to the scheme arising 
out of a payment made in error in respect of the pension. 

(6) Where a charge, lien or set-off is exercisable by virtue of paragraph (5) (d), 
(e) or (f)  

(a) its amount must not exceed the amount of monetary obligation in question, 
or (if less) the value (determined in the prescribed manner) of the person in 
question’s entitlement or accrued right, and  

(b) the person in question must be given a certificate showing the amount of 
the charge, lien or set-off and its effect on his benefits under the scheme…” 
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