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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN

Complainant
:
Mr C R Goddard

Scheme
:
Teachers’ Pension Scheme

Administrator
:
Teachers’ Pensions

THE COMPLAINT (dated 4 April 2001)

 AUTONUM 
Mr Goddard complained of maladministration by Teachers’ Pensions because of non-payment of his Supplementary Pension and needless delay in securing his AVC pension.  He alleges that the maladministration caused injustice, in particular financial loss.

MATERIAL FACTS

 AUTONUM 
Mr Goddard retired early from teaching on 31 August 1994, aged 52, and became entitled to an immediate pension.  Within a day or so, on 2 September 1994, he was re-employed full-time as a teacher at the Friends’ School in Saffron Walden (the School) at a much lower salary and was paid a reduced pension from the Scheme.  He re-enrolled in the Scheme and, in April 1995, started to pay AVCs.  

 AUTONUM 
Mr Goddard had been provided with leaflet 192 (March 1994) prepared by Teachers’ Pensions called “RE-EMPLOYMENT AFTER RETIREMENT EFFECTS ON YOUR PENSION”.  For a member whose pay on retiring from his second post was lower than his pay on retiring from his first post, the leaflet says in paragraph 3.8:

“If your ‘average salary’ at the end of the re-employment is less than the ‘average salary’ used in the original award you will be entitled to a [Supplementary Pension] using the lower ‘average salary’ and only the re-employment service.  … a [Supplementary Pension] is paid in addition to your original award.” 


The term ‘average salary’ meant the final pay figure upon which retirement calculations were based.  The leaflet did not say that any Supplementary Pension would not be paid until age 60.

 AUTONUM 
Leaflet 192 also contains the following wording:

“Nothing said in this booklet can override the statutory provisions governing the Teachers’ Superannuation Scheme.”

 AUTONUM 
In April 1999 Mr Goddard:

· wrote to the School on the 20th resigning his teaching post with effect from 31 August 1999;

· wrote to Teachers’ Pensions on the 26th advising of his resignation and asking for the “necessary adjustments” to be made to his pension.

 AUTONUM 
In late May 1999 Teachers’ Pensions sent Mr Goddard form TP99A for him to complete and return to Teachers’ Pensions via the School.  Form TP99A related to his normal entitlement from the Scheme as well as his AVCs.  

Supplementary Pension

 AUTONUM 
After it had mislaid the completed Form TP99A for some months, Teachers’ Pensions wrote to him on 6 October 1999 to tell him that his pension would be:

“… restored to £12,706.23 a year, from 28 August 1999.”

 AUTONUM 
The letter from Teachers’ Pensions also said:

“Any extra pension due as a result of your re-employment is a matter for our Benefits section, to whom any enquiries should be addressed.  If you are eligible, they will notify you and the revised rate they award will then be paid to you.”

 AUTONUM 
Teachers’ Pensions wrote to Mr Goddard in December 1999, with sincere apologies, to tell him that:

· his retirement benefits had been wrongly calculated;

· he had been overpaid and would have to repay a lump sum of £6,340.98;

· he could not receive any pension entitlement from his employment at the School until he reached age 60;

· the mistake had occurred because Teachers’ Pensions had wrongly assumed his final pay from his employment at the School to have been greater than his final pay from his previous post;

· because his final pay from the School was less than his final pay in his previous post, his pension from that post would be reinstated and a Supplementary Pension calculated which would be based on service with and final pay from the School, to become payable when he reached age 60;

· the payment of Supplementary Pensions was subject to Regulation E15(7) of the Teachers’ Pensions Regulations 1997 (the Regulations).

 AUTONUM 
Retirement benefits on cessation of further employment are covered by Regulation E15 of the Regulations.  Regulations E15(3)(a) and (b) provide for the payment of a Supplementary Pension and Regulation E15(7) states:

“If the person ceased to be in the further employment before attaining the age of 60 and neither regulation E4(4) (incapacity) nor regulation E4(5) (redundancy, etc.) applied, he does not become entitled to payment of retirement benefits under paragraph [15](3)(b) … until he attains that age.”

 AUTONUM 
Mr Goddard complained about the matter to Teachers’ Pensions under both stages of the Internal Dispute Resolution (IDR) procedure, but without success.  Teachers’ Pensions volunteered the information that leaflet 192 had been revised to show that a Supplementary Pension became payable from age 60.

 AUTONUM 
The completed complaint form signed by Mr Goddard included the following:

“I feel aggrieved that information was withheld from me in 1994 because Teachers’ Pensions booklet 192 was (apparently) incomplete.  Based on this incomplete information I have made decisions affecting my family which I may not have done.”

 AUTONUM 
During IDR and in making his complaint to me, Mr Goddard was represented by the Professional Association of Teachers (PAT).  In its letter to me of 23 July 2001 PAT said:

“Mr Goddard obviously planned his final retirement very carefully and made decisions based upon the information he received from [Teachers’ Pensions] and contained in their literature.  As a result he has been placed in a worse financial position regarding his main Teachers Pension.”

AVC pension

 AUTONUM 
Teachers’ Pensions did not tell Mr Goddard’s AVC provider until October 2000 that he had retired on 31 August 1999.  Mr Goddard complained that the delay meant that the value of his AVC pension had fallen and that he had been prevented from exercising the open market option.  Teachers’ Pensions explained that it was prepared to consider making a compensatory payment but would first seek further information from Mr Goddard’s AVC provider.

 AUTONUM 
Teachers’ Pensions responded on 23 April 2001 with figures for the value of Mr Goddard’s AVC fund at different dates, and the personal pension each figure would have secured, as follows:



Commencing Date
Fund Value
Annual Pension


1 September 1999

£11,175.75

£777.72



12 October 2000
£12,758.25

£947.76


Teachers’ Pensions conceded that its delay had deprived Mr Goddard of the open market option but contended that he had suffered no loss on the basis of his AVC provider’s figures.  

CONCLUSIONS

Supplementary Pension

 AUTONUM 
It is surprising that a retired teacher who is re-employed as a teacher at lower pay and rejoins the Scheme to accrue further pension cannot receive that further pension until age 60 unless his retirement from his second employment arises because of incapacity or redundancy.  

 AUTONUM 
It is also surprising that leaflet 192 issued from March 1994 by Teachers’ Pensions was silent about this vital fact.

 AUTONUM 
When Mr Goddard wrote his letter of resignation to the School in April 1999 he did so without the benefit of confirmed pension figures from Teachers’ Pensions.  Some days afterwards he did write to Teachers’ Pensions but even then it was not to ask for figures but to ask Teachers’ Pensions to make the “necessary adjustments”.

 AUTONUM 
I conclude that Mr Goddard did not resign from the School in reliance on any figures he had received from Teachers’ Pensions.  He merely decided it was time to retire, on the understandable but incorrect assumption that his pension earned at the School would become payable immediately.

 AUTONUM 
Although Teachers’ Pensions administered Mr Goddard’s pension poorly, losing a vital form, overpaying him and then reclaiming the overpayment, the maladministration actually complained of was the non-payment of his Supplementary Pension.  However, Teachers’ Pensions acted correctly when it declined to pay it until he reached age 60 and consequently there was no maladministration.  It follows that I do not uphold this aspect of Mr Goddard’s complaint.

AVC pension

 AUTONUM 
The pension figures provided by Teachers’ Pensions and the AVC provider show that the pension which could be paid by the provider to Mr Goddard with effect from 1 September 1999 had increased.  At first sight it would seem that he has therefore not suffered financial loss.

 AUTONUM 
However, the delay caused by Teachers’ Pensions in processing Mr Goddard’s retirement meant that he lost the open market option, under which he might have been able to obtain more favourable annuity terms by searching the annuity market for a more competitive annuity provider.  I therefore uphold Mr Goddard’s complaint of maladministration against Teachers’ Pensions and make an appropriate direction.

DIRECTIONS

 AUTONUM 
Within 28 days of the date of this Determination, Teachers’ Pensions shall:

(a) on terms agreed with Mr Goddard, secure his AVC pension with his AVC provider, backdated to 1 September 1999;

(b) compare on the same terms the annual annuity which would have been available from Mr Goddard’s AVC provider and the most competitive alternative annuity provider as from 1 September 1999 assuming they had both been purchased on that date;

(c) write to Mr Goddard with this information;

(d) arrange for Mr Goddard’s AVC provider to increase the annuity being paid to him by the amount, if any, by which the alternative provider’s annuity exceeds his AVC provider’s annuity, backdated to 1 September 1999, together with any increases payable;

(e) pay interest on the arrears, if any.

 AUTONUM 
Interest shall be calculated on a daily basis at the rate declared from time to time by the reference banks and shall be assessed from the due date of each instalment to the date of payment.

DAVID LAVERICK

Pensions Ombudsman

8 January 2002
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