M00870


PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN
	Applicant:
	The late Mr T Tobin represented by his widow, Mrs J Tobin

	Scheme:
	The Lloyds Superannuation Fund (LSF)

	Respondents:
	LSF Pensions Management Limited (the Trustees)


MATTERS FOR DETERMINATION
1. The Applicant complained that the Trustees acted without reasonable skill and care in failing:
1.1 to set up and maintain two separate funds when five of the participating funds decided to amend their schemes to include guaranteed annual increases, thus greatly prejudicing the overall position of members of other Schemes.
1.2 to remedy the consequences of the failure in allegation 1.1 when they were brought to their attention in the mid-1990s;

1.3 to protect the interests of pensioners when the contracting-out payment was calculated and paid to the purchasers of Seascope in 1991. (The Applicant maintains that between £2.5m and £3m was overpaid to the purchasers);

1.4 to take into consideration market conditions and developments when calculating contracting-out payments, particularly those the subject of the future responsibility of employers vis a vis pensioners in companies taken over when dealing with mergers, takeovers and acquisitions.

2. The Applicant died in September 2003; his complaint has been continued by his widow as legal representative.

3. Some of the issues before me might be seen as complaints of maladministration while others can be seen as disputes of fact or law and indeed, some may be both.  I have jurisdiction over either type of issue and it is not usually necessary to distinguish between them.  This determination should therefore be taken to be the resolution of any disputes of facts or law and/or (where appropriate) a finding as to whether there had been maladministration and if so whether injustice has been caused.

THE SCHEME
4. The LSF is a pooling arrangement of various corporate pension funds (the corporate schemes) some of which provide guaranteed annual increases and some of which do not. At all material times the LSF operated two schemes, the A Scheme and the B Scheme. The B Scheme is a defined benefits section of the LSF with its own contribution and benefit provisions set out in its individual scheme memoranda. Since 1 April 1995 separate notional accounts have been maintained for each participating B Scheme employer in respect of active members (the Actives Account), while a single account (the Pensions Account) has been maintained from which to provide benefits for current beneficiaries and for deferred B Scheme pensioners. The benefits provided by each Corporate Scheme within the LSF vary widely. 

5. The Rules of the LSF provide for the Trustees to review the level of all pensions each year with a view to granting discretionary pension increases. The level of discretionary pension increases is determined by the overall level of the Pensions Account and actuarial assessments of it.

6. A rule amendment was made in 1991 to clarify the extent of the Trustees’ powers to determine the appropriate amount to be transferred in the event of a transfer to another scheme. This is incorporated in Rule 28 of the New Definitive Rules of 1992.
MATERIAL FACTS

Generally

7. The Applicant was a director of Seascope Insurance Holdings Ltd (Seascope) and a member of Seascope Scheme. That Scheme was part of the LSF B Scheme, which it joined in 1971.
8. The LSF’s consulting actuaries were a firm called R Watson and Sons (Watsons). On 20 December 1989 it wrote to the LSFs solicitors, Biddle & Co (Biddles), about the arrangements for the termination of the Seascope Scheme and other schemes consequent upon the sale of Seascope. Biddles had suggested that “each scheme’s assets should be split pro rata to the value placed on the liabilities for pensioners, deferred pensioners and active members.” Watsons considered that it would be “most equitable to retain in the LSF the assets of each scheme credited to its “current pensions” or “preserved pensions” accounts on the assumption that the LSF is to retain the liability for pensioners and deferred pensioners. The balance of the Scheme’s assets (i.e. the “other benefits” account) is then available for transfer elsewhere, assuming that all active members are to be transferred.” Watsons added that such an arrangement would leave the Scheme’s pensioners and deferred pensioners in the same position they occupied both before and after the transfer. It added that if the bulk transfer appeared to be “too much” it had to be remembered that if the Scheme were retained in the LSF any surplus would normally have to be applied to grant benefit improvements for active members or contribution reductions for the employer. They also said that to retain additional assets in the Scheme would increase the pension increase expectations of all LFS pensioners.
9. In 1990 Seascope was sold to Henry Ansbacher; Henry Ansbacher sold it to a firm called Leslie and Godwin (part of the Aon Group) in the same year. At that point the Seascope Scheme went into wind-up. The Seascope Scheme was wound up on 31 July 1991. The Applicant became a deferred pensioner of that scheme when it was wound up.

The transfer to Leslie and Godwin

10. On 8 January 1990 the Trustees decided in principle that pensioners and deferred members of Seascope should not be transferred to the Leslie and Godwin Scheme as they believed that the LSF would, on its historic record, outperform most other schemes.  Shortly after that meeting Watson advised that there was a “notional surplus” as set out in the Actuarial Valuation as of 31 March 1989 and recommended that this should be addressed by granting a contribution holiday. 
11. On 19 March Biddles submitted a confidential report to the Trustees on the termination of the Seascope Scheme which took into account the actuarial advice mentioned in paragraph 8 (above). A consideration highlighted in the report was whether sufficient “assets…would be retained to maintain a good record of generous discretionary increases for pensioners to cover liabilities” and conversely how any surplus should be divided between transferring active members on the one hand and deferred pensioners and pensioners on the other. The report observed that because there was a uniformity of treatment in regard to pension increases across all schemes within LSF the amount transferred from the actives account when a member retired “would not normally be affected by any surplus/deficiency in the relevant scheme. It follows that any surplus/deficiency under a scheme is notionally accounted for in terms of liabilities for active members, with any deficiency being liquidated by increased employer contributions and any surplus being applied in reduced contributions and/or benefit improvements”. The report concluded that the amount retained in respect of pensioners/deferred pensioners should be the same as “the current value of the amounts originally transferred to the pensioners/deferred pension’s account…leaving the balance of each scheme’s overall account for transfer to anew scheme”.
12. The Report recommended a bulk transfer equal to the respective amounts standing to the credit of the active members accounts which would include an element of surplus as detailed in the actuarial valuation. It also recommended that a “clarifying amendment be made to the Rules “to clarify the extent of the Trustees' powers to decide upon an appropriate transfer payment in the light of all the circumstances” i.e. to include an element of ‘surplus’.  Biddles recommendations were agreed.
13. On 27 March 1990 the Trustees “decided unanimously that no further ‘contingency margin’ was necessary in relation to the retention of the deferred pensions and liabilities”. For active members of the Seascope Scheme (which at the time included the Applicant), the Fund Trustees obtained some improvements to the Leslie and Godwin Scheme and undertook a bulk transfer in respect of them.  
14. All assets of the Seascope Scheme which were not required to secure the benefits of deferred or pensioner Seascope members, or to meet the cost (estimated at £250,000) of equalising pension benefits following the judgement of the European Court in Barber v GRE [1990]), were transferred by way of a bulk transfer of £13.5m (including AVCs of £8,800) to the Leslie and Godwin Scheme on 18 March 1992. The amount transferred exceeded the value of the liabilities transferred and subsequently a “refund” of surplus in the sum of approximately £8m was transferred from the Leslie and Godwin Scheme to Leslie and Godwin, as employer.  The balance of the cost of equalising benefits was paid to Leslie and Godwin on 17 April 1996.
The Applicant’s submissions

15. The Applicant has said that prior to the transfer to Leslie and Godwin approximately £1m was used to enhance the benefits of certain Seascope staff who took early retirement. The Applicant himself received a discretionary increase worth £160,000. One other individual who, like the Applicant, was not retiring also received a discretionary increase. However, prior to the transfer to Leslie and Godwin, no general enhancement of benefits was provided of the benefits for deferred members and pensioners of the Seascope Scheme or of other active members.  On 14 March 1990 Seascope and its advisers had told the Trustees that they were not prepared to reduce the fund surplus by granting general benefit improvements.

16. The Applicant has also said that while the Trustees secured from Leslie and Godwin an agreement that a guaranteed annual increase would apply to the pensions of those personnel whose pensions were transferred to Leslie and Godwin “…no such provision applied to Seascope pensioners…” He has said “it is surprising that these pensioners did not receive equal treatment from the Trustees.” The Applicant argues that had such an agreement been obtained no problem would have arisen as additional funds would have been retained to cover such guaranteed increases.

17. Although Seascope employees were advised that the LSF was adequate to fund “significant increases” not least to meet inflation, the LSF is now so short of funds that it cannot award increments to deal with inflation.

18. Even after the enhancements described in paragraph 9, £8 million was identified as surplus and paid away from the funds otherwise available to pay for the Applicant’s pension. The surplus was released and became part of the consideration, by release and cross-funding, for the purchase of Seascope by Leslie and Godwin. Pensioners and deferred members had no opportunity to make representations about this transfer. 
19. No evidence has been produced to show that consideration was given to ensuring that the retained fund would be sufficient to maintain a pattern of future discretionary increments. The fund left with LSF is manifestly inadequate for meeting its obligations.

20. The Applicant maintains that because of the size of Seascope’s surplus and the fact that 56% of its members were pensioners or deferred pensioners, the latter should have received special treatment upon the sale of Seascope. The Applicant argues that the Trustees should be criticised for not taking independent advice on the position of the pensioners and deferred pensioners. Moreover, because after the sale of the firm, they would have no employer within the LSF to champion their interests they would be at a disadvantage.
The Respondents’ submissions
21. In response to queries raised by the Applicant, the LSF Chairman wrote to him on 23 August 2000. He said that the amounts retained and transferred followed the wishes of the Employer, the Rules of the Fund and the “prevailing recommendations” of the LSF actuary. There was no way at that time of anticipating that the requirement would be greater or less. He added that Lloyd’s had no financial responsibility for the operation of the Fund or any part of it.
22. The Chairman said that the decision as to what amount to transfer lay with the Trustees. There would be grounds for reviewing that decision if the Trustees had taken into account irrelevant decisions, failing to take into account relevant considerations or reached an irrational decision. There was nothing to suggest that any of these applied. The Trustees decision specifically took into account the best interests of deferred members and pensioners since they remained within the LSF which, as a whole, continued to have a significant funding surplus. The Trustees reached a decision which was within the range of treasonable decisions and was an approach commonly taken in bulk transfers and for a long time afterwards.
23. The Trustees received actuarial and legal advice before deciding the transfer basis. They obtained written advice ahead of their meeting of 27 March 1990. The Trustees positively concluded that it was in the interests of the Seascope Scheme’s deferred members and pensioners to remain in the LSF. Its strong funding position and the very generous levels of pension increases granted in the previous years and the likelihood that these would be sustained were taken into account.

24. The deferred members and pensioners remained part of the larger pooled fund which also had a significant surplus. The position of the two groups (taking account of the whole surplus within the Seascope Scheme) was comparable. The statement that the Trustees felt that no further “contingency margin” was necessary for deferred members and pensioners simply reflects this.

25. Any decision that the Tributes should not have exercised their discretion in the way they did or that there was maladministration would impact not just on the Applicant but on other members of the LSF and employees of the Leslie and Godwin Scheme. The claim should be declined because it affects the interests of others in accordance with the decision in Edge v Pensions Ombudsman (1999).
26. Any decision made after the transfer by the Trustees to the Leslie and Godwin was not within the LSF Trustees’ control.
The failure to set up two separate schemes

27. In 1988 the Trustees had agreed to five of the Corporate Schemes introducing guaranteed increases to pensions in payment. The Applicant has not disputed that the Trustees had a right to agree to these changes. What is in dispute is the Trustees’ failure to establish two funds to avoid cross-subsidy and also (and consequently) a reduced ability to declare discretionary pension increases.

28. On 15 April 1999 the Applicant wrote to the LSF about those B Schemes which had guaranteed increases, and the problem (as he saw it) of some scheme increases being guaranteed and some not. He was concerned that there might be underfunding through some pensions having guaranteed increases. 

29. The former chairman of Seascope, wrote to the LSF Chairman on 1 July that while the Trustees may have had the legal power “to allow the introduction of guaranteed increment schemes to be pooled with the Fund overall, nevertheless by the cooperative nature of the Lloyds Superannuation Fund and its past history, I would take the view that such a fundamental change should not have taken place without consulting all other employers.”

30. The LSF Chairman replied on 14 July that schemes which offered increases over and above those required by statute were subject to different funding rates determined by the actuaries, taking into account the nature of the guarantees.

31. The LSF Pensions Manger wrote to the former Secretary and Finance Director of Seascope (Mr Y) On 11 November about how guaranteed increases had historically been treated. He said:

31.1 An internal transfer of assets to the Pensions Account when active members left service was calculated on the same assumptions for all members. Those assumptions anticipated discretionary pension increases. 

31.2 Discretionary increases were awarded to all pensions in payment subject to any guaranteed pension increase having been met. 

31.3 If the guaranteed level of increase was greater than the discretionary increase, then an additional internal asset transfer was made from the Scheme’s Actives Account to the Pensions Account, equal to the capital value of the additional increase (with allowance for future discretionary increases). 

The Applicant’s submission

32. The Applicant has said that until 2001 he was unaware that from the late 1980s the Trustees had permitted some schemes to introduce guaranteed pension increases and that they “pooled these in the pensions account for leavers creating an immediate inequity…”

The Trustees’ submission
33. The Trustees have said that there was no onus on them to consider the provision of two separate funds and that in any event there was no rationale for so doing. Solicitors acting for LSF have said that the Trustees have never been under a duty to amend any provisions of the Fund Rules “simply because benefits provided under one Scheme differ from another Scheme…” They have also said that “in deciding whether to augment any Fund benefits the Fund Trustees have always taken actuarial advice…all benefit changes potentially affect the funding position of the Fund as a whole…The Fund trustees have always taken account of the interests of Fund members as a whole in deciding whether to agree to any benefit changes under the Fund…”

Lack of Action to remedy the situation caused by the failure to establish separate funds
34. One employer, Sturge (E), whose Scheme guaranteed increases, left the LSF on 31 December 1993. The LSF Pensions Manager has said:
34.1 In advance of that departure the Trustees changed their “pay as you go” policy and ensured retention of assets, calculated by the LSF Actuary, sufficient to fund the future cost of the guaranteed increases.  

34.2 “Following this change of policy, additional sums were transferred to the pensioners’ account to cover the expected cost of the guarantees for the non-active members and subsequently transfers made to the pensioners’ account as active members leave pensionable service have reflected the expected cost of the additional pension guarantee liability”. 

34.3 The Actuary calculated the expected cost of the guaranteed pension increases in excess of discretionary increases for all members (of departing firms) whose liabilities were retained in the fund. 

34.4 The transfers were made as part of the 1995 valuations “on the assumptions adopted that the impact of the guarantees was expected to be cost neutral to the pensions account”.

35. Following the decision of the Trustees in April 2000 not to award a discretionary increase, the Applicant wrote to the LSF arguing that the funds of members of discretionary schemes had been “raided” to provide annual increases to pensioners with guaranteed increases.

36. In reply, the Fund Chairman wrote on 11 May that the Trustees had an asset/liability modelling exercise under way to try to match the investment strategy of the Fund with its investment profile, and had incorporated in this their desire to reintroduce discretionary increases in the future. He said he had seen no evidence that confirms the suggestion that the discretionary schemes had been raided to subsidise the Schemes with guarantees. He said that the different schemes had different benefit structures as well as employment and age profiles and each was funded to try to meet the obligations of that scheme, within the mutuality explicit in the LSF overall.

37. The Applicant replied that when Seascope initially joined the LSF in 1971 “we were clearly told that each scheme was a separate entity under the management of the Lloyds Superannuation Fund”. He added that he believed that in years when discretionary increases exceeded guaranteed increases the ‘pot’ must have been diminished by excess payments. In the context of the Seascope Scheme he again questioned “whether sufficient funds were retained to deal with the number of deferred pensions involving ex-Seascope personnel.”

38. The LSF Chairman wrote to the Applicant on 15 June that the Trustees were concluding a study with the actuaries to allow them “to deploy the assets of the Fund to best meet the liabilities of the members”. In his reply of 25 July the Applicant said that the Chairman had not dealt with his point about the “consolidation of separate funds into one entity.”

39. The LSF Chairman wrote to the Applicant on 23 August. On the issue of whether the Trustees had exceeded their mandate in consolidating separate funds, the Chairman said that the Fund had always operated on the basis that there was one entity (“now known as the Pensions Account”) for deferred pensioners and pensioners. 
40. In his reply of 5 September the Applicant said he understood that the funds of schemes with guaranteed increases were consolidated with the other schemes in 1988. He added that if pensioners of non-guaranteed schemes were disadvantaged as a consequence they had a right to be aggrieved. As to the amounts transferred and retained in 1991 the Applicant said it was the actuary’s business to anticipate the future trend of events.

41. The Applicant invoked the LSF Internal Dispute Resolution procedure (IDRP) on 27 December. The LSF’s Stage I response came from the Pensions Manager and was dated 10 January 2002. It deployed all the arguments previously used by the LSF Chairman and the Pensions Manager to refute the Applicant’s case.
42. On 2 May 2002 the LSF Trustee Committee sent the Applicant its Stage 2 decision under the IDRP which simply stated that the second stage complaint had been rejected for the reasons set out at stage 1.
The Trustees’ submissions

43. The Trustees have told me:
43.1 “Discretionary increases have been granted each April for many years. For the eight years from 1 April 1985 to 1 April 1992 an increase of 7.5% was granted to all deferred pensioners and all pensions in payment in excess of GMP...the overall increases that were granted exceeded the rate of increase in the RPI…the high investment yields throughout the 1980s resulted in the fund granting discretionary increases significantly in excess of the levels that (some of) the employers sought to guarantee…where the increases granted were below the level of inflation (and below the level of any guarantee the employers wished to apply), if employers wanted to grant higher increases for their pensioners then additional increases were granted using the Trustees’ power of augmentation in Rule 22. The additional cost was met from the assets standing to the credit of that scheme by a transfer of assets from its active members’ account and not from the general pensioners’ account for the Fund as a whole, which would have been inequitable for the other pensioners.”

43.2 Statutory increases were beyond the control of either Scheme employers or the Trustees.

43.3 Separate notional accounts are maintained for each Scheme in respect of its active members. However, there is a separate sub-fund for the Fund’s pensioners and deferred pensioners, including dependents. When a B Scheme member leaves active service a capital sum representing the actuarially estimated cost of securing the pension liability is notionally transferred from the active members’ account to the general/deferred pensioners’ account.

44. The Trustees’ Solicitors maintain that “any underfunding which may have arisen in the Fund is attributable, among other things, to adverse investment performance, increases in life expectancy and the withdrawal of ACT relief, which Fund could not have foreseen…The Fund trustees have always regularly reviewed investment performance and the contribution rates payable by the Employers to the Fund.”

The Applicant’s submission

45. The Applicant maintains that “in the years when discretionary increases exceeded the guaranteed increase pensions, the higher discretionary interest was paid to those pensioners with guaranteed increases. By not creating two categories of member I consider that totally inequitable situation was created and as such the interests of members with discretionary increase pensions were not properly protected.”
46. The Applicant’s pension has been, and is likely to continue to be eroded in value. The intended objective of reintroducing discretionary increases is hampered by the forced need (when the Fund showed signs of potential deficiency) to invest a greater proportion in fixed interest investments.

The calculation of contracting out payments
47. Mr Y sent a comprehensive report on the issue of the guaranteed increases to the LSF Chairman on 11 June 2002. This rehearsed the relevant history of guaranteed increases and the effect they had on the LSF. He said that “No information has been given as to how further funds (to fund guaranteed increases) could be provided from employers who had ceased to trade or who had left the Fund. If nothing was done, then it appears that pension obligations were met out of the total pool and the funds for future discretionary increases were compromised and diminished and for future guaranteed increases, compromised.”

48. The Trustees’ solicitors agree that “once it became clear that the level of discretionary increases was likely in some future years to be below the level of guaranteed increase, the possibility of cross-subsidy arose. They have said that the Trustees met this concern by ensuring that additional sums (assessed on actuarial advice) were transferred to the Pensions Account not only to meet future transfers but also in respect of deferred pensioners and pensioners for whom transfers had already been made  to the pensions account. They have said that this could be done because at that time (1993) all the employers with schemes having guaranteed increases had assets within the fund which could be transferred. They say that without the benefit of hindsight it is “impossible to say which benefits may prove more costly or cheaper to provide.”
49. The Trustees’ solicitors have also told me:

“Where insufficient funds have been transferred to the pensions account, the active employers in the LSF are liable to fund the deficit in that account. The element of cross-subsidy works in favour of (the Applicant). It means that, although his employer has left the LSF, the remaining active employers are liable to fund any deficit in the pensions account out of which his benefits are payable.”

I understand that the active firms have not as yet been called upon to contribute in this way.

The Applicant’s submission

50. The Applicant maintains that the Trustees failed to take into account market conditions when agreeing contracting out payments and failed to protect the interests of those Members without an employer to turn to.

The Trustees’ submission

51. The LSF has agreed that “if an employer left the Fund and the scheme ceased to have active members, there would be no active member’s account to meet the additional cost of the guaranteed increase if it was needed in a particular year.” It has said that when the first employer (Sturge (E) with guaranteed increases left the Fund a retention of assets, calculated by the Fund’s actuary, was made in order to fund the future cost of guaranteed increases.
52. The key point is whether or not guaranteed benefits are funded. In that regard the Trustees have relied upon the professional opinion of their actuaries in the same way that the trustees of every other defined benefit scheme take actuarial advice before determining appropriate funding levels and contribution rate. The only question, then, is whether the amount transferred from the Schemes was in fact sufficient to meet the actual cost of the guarantee.
53. The amount transferred was determined by the Trustees after taking actuarial advice. 

CONCLUSIONS

The failure to protect the interests of pensioners in calculating the transfer payment to Leslie and Godwin

54. The size of the transfer payment was determined by the LSF Actuary in the context of two factors:
54.1 Under the Rules of the LSF no refund of surplus could be made to an employer;

54.2 Seascope had told the Trustees that it did not wish to authorise a general augmentation for pensioners and deferred members.

55. Given these two factors and the fact that the Trustees received actuarial advice to maintain a fund sufficient to cover the benefits of deferred and existing pensioners I see no basis for criticising the Trustees. Moreover, the Applicant produced no evidence to show that the transfer had an adverse effect on the Seascope fund and so far as he was concerned he had received a substantial discretionary increase.  In my opinion he suffered no detriment from the transfer.

56. How the money transferred from LSF has subsequently been used is not a matter on which I should make any judgement.  The issue before me is limited to the action of the LSF Trustees.
The failure to create two separate funds
57. The Applicant maintains that once the Trustees had agreed to some Corporate Schemes introducing guaranteed pension increases they had an obligation to establish two separate funds: one for those schemes with guaranteed increases and one for those not providing such increases. The Applicant argues that a two fund system would avoid schemes without guaranteed increases having to subsidise those schemes with guaranteed increases. This argument presupposes that the effect of some firms paying guaranteed increases is that firms not offering such increases pay cross-subsidies to those that do.

58. The Trustees had a duty to consider whether the arrangements they agreed for guaranteed pension increases would prejudice the Members of other constituent schemes. There was no possible inequity until an employer decided to withdraw. That did not happen until 1993 and when it did the Trustees took positive action from 1993 to 1995 to remedy any likely inequity.

59. There was no onus on the Trustees to establish two separate funds. The funds in respect of active members were already separate (the Actives Accounts). The fund for deferred and existing pensioners was common (the Pensions Account) and it was the viability of that fund that the Trustees addressed from 1993-5.

The failure to take action to address the problem

60. The Trustees have told me that from 1993 they took action to deal with the problem caused by the guaranteed increases. In essence there were three problems: how to fund guaranteed increases without involving a cross-subsidy from the schemes which had no such guarantee; how to deal with the problem caused by departing firms; and how to avoid cross-subsidy when discretionary increases were lower than guaranteed increases.

61. The LSF Pensions Manager has explained that each Scheme’s active fund had to finance guaranteed increases where such increases were a scheme benefit and I am satisfied that they were financed by actuarially determined transfers from each Corporate scheme’s Actives Account to the common Pensions Account. 

62. A different problem arose when firms with guaranteed increase schemes departed, because thereafter there could be no top-up by that employer of the Scheme’s Actives Account. The first such departure was that of Sturge (E) on 31 December 1993. The LSF Pensions Manager has said that the Trustees reacted to the situation by changing the previous “pay as you go” policy” and established retention of the Scheme’s assets, calculated by the LSF Actuary, to fund the future cost of the increase guarantee. 

63. The third issue involved occasions when guaranteed increases exceeded discretionary increases. In 1995 the LSF Actuary calculated the expected cost of the guaranteed pension increases in excess of discretionary increases for all members (of departing firms) whose liabilities were retained in the fund and the appropriate transfers were made. 

64. In relation to departed firms, if there is any shortfall caused by guaranteed increases the remaining active firms are responsible. However, as the Applicant’s firm was not an active employer he would have suffered no detriment.

65. I accept that the Trustees responded appropriately to the problem. The LSF has admitted that there is technically a possibility of cross-subsidy within the Pensions Account, but I have seen no evidence that such cross-subsidy has in fact occurred. 

Failure to take into consideration market conditions and developments when calculating contracting-out payments
66. I am satisfied that the Trustees were advised by the LSF Actuary in all the relevant calculations and that market conditions and developments were taken into account when calculating contracting out payments.

Generally

67. For the reasons I have given above I do not uphold the complaints.

DAVID LAVERICK

Pensions Ombudsman

29 March 2007
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