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“The calculations from 2017 onwards would be based on FAVOURING those 

who take out the TAX free lump sum at the point of retiring thus all new 

calculations for [members] transferring out [of] the pension scheme will be 

less! 

The Government has said [that] individuals are entitled to transfer their 

pension in its entirety, but the [Scheme has] gone against this and basically 

said if you transfer out you will lose approx. a third of your entitlement, (this is 

based on the new valuations people are getting).” 
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“You haven’t addressed whether your initial decision to benefit those who stay 

above those who leave by rewarding them [a] large lump sum payout is fair 

and indeed legal!” 

 

“The alternative method for calculating CETVs 

30. Although the legislation sets a floor on transfer values, it also provides a 

basis for paying higher amounts. Trustees might set CETVs at a higher level 

than under the 'best estimate' basis where, for example: 

• the scheme's rules require it; 

• a shared cost scheme is in surplus on its funding basis; 

• the employer asks the trustees to do so; or 

• the trustees and the employer agree that it would be cost effective to 

adopt assumptions which are overall likely to produce higher CETVs 

than under best estimate, rather than to go into the level of detail 

necessary to ensure best estimate; or 

• the trustees consider it is reasonable to do so after consulting with the 

employer.” 

 

 

“the [Administration Sub-Committee] notes that you were advised by [the 

Pensions Manager] in the member presentations in late 2016 that the Trustee 

had agreed to make changes to the Scheme’s factors, which would come into 

effect from 1 January 2017. 

In particular, you were informed that the transfer value factors and 

commutation factors would be brought closer into line. This was drawn to the 

attention of members to ensure they were aware that: (i) anyone wanting to 

put their pension into payment would get more favourable commutation rates 
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by waiting a short period until January 2017; but (ii) equally, any member 

considering transferring out of the Scheme would be likely to receive a higher 

transfer value if the transfer was requested before January 2017 and 

completed within the statutory three month window. 

… 

The Committee would like to emphasise that the improvement in the Scheme’s 

commutation factors does not mean that members choosing to remain in the 

Scheme are being treated more favourably than members wanting to transfer 

out of the Scheme. The two changes are not actively linked in this way and I 

can confirm that the concept of rewarding members who stay in the Scheme 

was [not] part of the Trustee’s decision-making. The Trustee reviews the 

Scheme’s transfer value factors at regular intervals as required by the Scheme 

rules and legislation. 

… We do not think that the alternative method set out in [the Guidance] is 

appropriate for the Scheme at this time and believe that the factors review that 

the Trustee undertook was in line with good trustee practice and was a 

reasonable decision.” 
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 and 

 

 

 

• The Trustee acknowledges that Mr R had a short period of time to make a decision 

on whether to transfer his benefits. This was mainly down to the statutory guarantee 

period. 

 

• While the Trustee appreciates that the November CETV was issued over the 

Christmas period, there is no obligation on the Trustee to extend the guarantee 

period in these circumstances. 

 

• The Trustee accepts that making a decision to transfer is an important decision. 

The Trustee also recognises that it takes time to arrange financial advice. However, 

the Trustee does not consider these to be sufficient reasons to extend the 

guarantee period. 

 

• All members considering a transfer will have to deal with the same issues and the 

statutory guarantee period is set at three months. 

 

• Given the delay in Mr R receiving the November CETV, the Trustee would have 

considered extending the Guarantee Period by an appropriate period. However, the 

Trustee does not consider it reasonable to keep this open for several months after it 

has expired. 

 

• The Trustee accepts that the delay in sending Mr R the November CETV amounts 

to maladministration. However, it remains the Trustee’s view that an ex gratia award 

of £500 is appropriate in the circumstances.  

 

• Having taken the decision to change the Scheme factors following actuarial advice, 

the Trustee considers that it acted reasonably in wanting to implement this 

reasonably promptly. The notice that was given to members was a reasonable 

compromise in the circumstances.  

 

• If Mr R was considering transferring out, he would have been aware of the 

importance of acting on the November CETV. 
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• Transfer values fluctuate according to market conditions and actuarial assumptions 

and are not guaranteed outside the statutory three month period. The 1993 Act, 

states that Mr R had three months from the “guarantee date” to accept the CETV. 

 

Adjudicator’s Opinion 
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Ombudsman’s decision 
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Karen Johnston 

Deputy Pensions Ombudsman 
3 December 2019 


