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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN
	Applicant
	:
	Mr S M Armour FILLIN "Enter Complainant's name" \* MERGEFORMAT 

	Scheme
	:
	Abbey National Group Pension Scheme (FNFC Section) FILLIN "Enter Scheme name" \* MERGEFORMAT 

	Respondents
	
	

	Trustee
	:
	Abbey National Group Pension Schemes Trustees Limited

	Administrator
	:
	Watson Wyatt LLP


MATTERS FOR DETERMINATION
1. Mr Armour says that the Respondents failed to monitor his Additional Voluntary Contributions to the Scheme and have refused to honour, in full, the Added Years that such contributions purchased in the Scheme.  He says that this caused him injustice, distress and inconvenience.
2. 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 fact or law and/or (where appropriate) a finding as to whether there had been maladministration and if so whether injustice has been caused.

THE RELEVANT LEGISLATION
3. The Inland Revenue Notes on the Approval of Occupational Pension Schemes (IR12) (1995, 1997 and 2001, as amended), state that:

“Part 4  Contributions by Employees
General
4.1 … legislation … requires schemes to permit certain members to pay Additional Voluntary Contributions to secure additional benefits but subject to approval.

Maximum Contributions

4.4 The rules of an exempt approved scheme should preclude the payment by members of contributions in excess of those which qualify for tax relief. … The rules should not allow a member to contribute or continue to contribute to secure additional benefits which would be expected to cause the limits set out in parts 6-12 to be exceeded …
Repayment of Surplus Additional Voluntary Contributions

4.7
If the payment of Additional Voluntary Contributions causes benefits to be excessive, the surplus funds relating to those contributions must be returned to the member … The occasion for testing whether and to what extent surplus contributions exist vary …  Where only employer schemes are involved no test is required before retirement unless benefits are being transferred out. …
Part 7  Total Benefits on Retirement

7.1
… Maximum benefits are calculated by reference to an employee’s length of service with the employer … and his or her final remuneration.”

7.2
Total benefits are measured in terms of an annual pension for the member payable for life being the aggregate of any pension payable … and the pension equivalent of any non-pension benefits … 

7.3
The maximum aggregate benefit payable without taking account of retained benefits is a pension … of 1/60th of final remuneration for each year of service (up to 40 years) …

7.4
Benefits greater than 1/60th of final remuneration for each year of service may be given up to a maximum of 1/30th of final remuneration for each year of service (up to 20 years) provided that the aggregate of benefits in respect of service with the current employer together with any retained benefits does not exceed 2/3rds of final remuneration* …    
* “Final Remuneration” is defined as follows:
Final Remuneration needs to be defined in scheme rules for the purpose of applying Inland Revenue limits on benefits.  It should not be greater than either:

(a) the highest remuneration upon which tax liability has been determined for any one of the 5 years preceding … the date of retirement … being the aggregate of:

(i) the basic pay for the year in question, and

(ii) the yearly average of over 3 or more consecutive years’ ending with the expiry of the corresponding basic pay year, of any fluctuating emoluments provided that fluctuating emoluments of a year older that the basic pay year may be increased in proportion to the increase in the Retail Prices Index from the last day of that year up to the last day of the basic pay year.  … or

(b)
the yearly average of the total emoluments from the employer which are assessable to income tax under Case 1 or II of Schedule E and upon which tax liability has been determined for any 3 or more consecutive years ending not earlier that 10 years before the relevant date. … 
Part 13  Funding and Surpluses

13.1
The tax advantages of exempt approved schemes are controlled only indirectly by the imposition of limits on benefits.  It is equally important that the amount of money held in exempt funds is reasonable in relation to the benefits to be provided.  The basic requirements of funding are that money should not be held except to provide benefits which the scheme has a commitment to pay and that amount of money held should not be more than sufficient to pay those benefits when they would normally become payable i.e. in relation to retirement benefits, at the normal retirement date. …”
THE RULES OF THE SCHEME

4. Rule 3.2 of the Scheme, under the heading of “Additional Voluntary Contributions”, states that:
“(3)
The AVCs will entitle the Member to such benefits additional to those referred to in the other Rules as the Company decides from time to time after consulting the Actuary and as notified to the Member.

(4)
the additional benefits … must not be such as would prejudice Approval.

(5)
AVCs must be reduced or discontinued if, in the opinion of the Trustees, a breach of (4) above would or might otherwise occur.”
ANCILLARY SCHEME DOCUMENTATION

5. A Scheme Update, dated 1 April 2001, under the heading of “Enhancing you pension – Additional Voluntary Contributions”, states that:

“… the Inland Revenue imposes restrictions on the pension that can be taken including AVC pension at retirement.  This could mean that you are unable to pay the maximum amounts of AVCs.  You will be told if this restriction applies to you.”

6. An article in a handout, entitled “Simply Pensions 2003”, under the heading of “Will your pension exceed the maximum”, states that:
“To avoid having excess AVCs, … The scheme’s administrators will also carry out a check when you are five years from your normal retirement date.”

7. An Equitable Life Assurance Company Additional Voluntary Contributions booklet, under the heading of “Inland Revenue Limits”, states that:

“You will be advised if your proposed contributions are in excess of Inland Revenue limits.”

8. An undated Scheme handout, entitled “Added Years Additional Voluntary Contributions”, under the heading of “What happens if I pay too much?”, states that:

“… The administrators will monitor your payments to try and ensure that you will not be put in this position.”
MATERIAL FACTS

9. On 3 January 1995, Mr Armour joined the First National Bank Limited and became a member of the First National Finance Corporation Limited Pension and Life Assurance Scheme (the “First National Scheme”).  William M Mercer (Mercer) was the Administrator of the First National Scheme.
10. Mr Armour completed an application form, on 11 January 1995, to contribute £180 per month to the Additional Voluntary Contributions section of the First National Scheme, to be invested with the Equitable Life Assurance Society,
11. Also on 11 January Mr Armour provided the trustees of the First National Bank with consent to obtain information about his previous pension benefits.  On leaving Lloyds Bank plc, on 30 July 1993, Mr Armour had received a cash lump sum of £47,800 and a reduced pension of £17,213.00 per annum from the Lloyds TSB Group Pension Scheme No 1.
12. Mr Armour had a discussion with the Pensions Manager of the First National Scheme, on 19 February 1996.  A handwritten file note by the Pensions Manager, dated 20 February 1996, stated that:
“AVC discussion with S J Armour Wishes to increase contributions.  Pointed out that although he could do within I R max of 15% he would if he maintained them oversubscribe unless early retirement was intended  He would prefer to pay maximum amounts now and cease to contribute when his target of sufficient to bridge the gap between the Plan pension and I R max was met.
Given him prelim estimate based upon 1/60th – [scheme pension] 3372 pa  IR max 3891 pa  Diff £519
Build up to £5200 then review

Above estimate makes no allowance for other pensionable remuneration.  Could be scope for bonus payments made to raise Final Remuneration.  ADVISVED TO REVIEW IN A YEAR’S TIME 19 2 97 (Agreed to review in May 97)
Retained benefits too high on current salary to allow use of accelerated 1/30th formula.”

13. An accompanying handwritten calculation, based on a Normal Retirement Date of 62½, shows the following:

 “I R Max

A  Without retained benefits


1/60th x years of service x Final Remuneration

B  With retained benefits


1/30th x yrs of service x Final remuneration.  Max aggregate to 2/3 of Final Remuneration less retained benefits.


i.e 2/3 FR max including retained benefits, AVC and Plan Pension
Estimate

Plan benefit using current salary 22600

10.33/60 x (22600 – LEL* 3012) 
= 3372 pa

A  limit

10.33/60 x 22600
= 3891 pa

Shortfall to be made up of AVC’s 
=   519 pa


Say annuity rate – 10x

AVC lump sum accrue required
5190

B   limit
10.33/30 x 22600 = 7782 less retained pension – cannot be used”
* 
“LEL” means the Lower Earnings Limit, the minimum amount, approximately equivalent to the State Basic Pension, which must be earned in any pay period before National Insurance contributions are payable.

14. Mr Armour says that:

14.1 he was not shown the above file note or calculation;
14.2 he went to the interview with the Pensions Manager to discuss the investment options available;

14.3 he was only given a note that showed the First National Scheme’s formula for pension; and
14.4 the only suggestion made to him was to pay in as much as possible, as circumstances and government legislation could change at anytime in the future, and monies could not be applied retrospectively after the financial year end.
15. With effect from April 1996, Mr Armour increased his Additional Voluntary Contributions to the First National Scheme from £180 per month to £250 per month.  His letter instructing the increase was copied to the Pensions Manager of the First National Scheme.
16. An annual Statement of Benefits for Mr Armour’s Equitable Life Additional Voluntary Contributions in the First National Scheme showed a fund value of £6,411.05, as at 1 May 1997.  No review of the Inland Revenue limits was carried out in May 1997.
17. First National Bank Limited was acquired by Abbey National plc and, on 8 March 2000, the Trustees of the First National Scheme issued an Announcement to the members in which it was stated that the First National Scheme was to be merged with the Scheme, on 11 April 2000.  From that date, the Normal Retirement Age of the First National Scheme members was to be reduced to 60, with the option of continuing to age 62½ and accruing additional pension benefits for the period up to 62½.  In addition, the Lower Earning Limit offset was to be removed from the definition of Pensionable Earnings.
18. In August 2000, Mr Armour ceased paying Additional Voluntary Contributions.  The last payment was received by Equitable Life, on 29 August 2000.
19. On 11 August 2000, Mercer wrote to the Actuary of the Scheme and stated that Mr Armour had requested a surplus check to be carried out, as he was worried he could be overfunding his pension provision by making Additional Voluntary Contributions.  Mr Armour’s pension in payment from the Lloyds TSB Group Pension Scheme No 1 was stated to have been £20,535.00 per annum.
20. By a letter to Mercer, dated 29 August 2000, copied to Mr Armour, on 2 October 2000, the Actuary stated that;
“… the only scope which there are now is for Mr Armour to pay AVCs would be in order for these to finance benefits at normal retirement age (age 60) based upon any non-pensionable emoluments.  Your letter set out the bonuses that Mr Armour has received over the last three years of £433, £1,000 and £1,000 respectively.  If this level of bonus is typical of the bonuses that Mr Armour could receive then I calculate that the AVC funds already accumulated with Equitable Life will be more than sufficient to finance provision of benefits in respect of these fluctuation emoluments.

The other area where there would be scope at normal retirement age for Mr Armour to augment the benefits provided by the Scheme is in relation to the spouse’s pension.  A spouse’s pension of up to two-thirds of the maximum approvable member pension can be provided whereas the FNFC Section of the Group Pension Scheme only provides a benefit equal to one-half of that provided to the member.  The funds already accumulated with Equitable Life would still be more than sufficient (after funding any augmentation to Mr Armour’s own pension at normal retirement age) to augment the level of spouse’s pension from one-half to two-thirds.  In saying this, I am assuming that the Trustees would be prepared to allow augmentation of this nature although this is something which, in practice, would need to be cleared with the Trustees.
I do not know what Mr Armour’s retirement plans may be but some further calculations I have done also suggest that were he to retire early or late (up to age 65) then the funds available under his Equitable Life AVC arrangement are still likely to be more than sufficient to fund benefits up to the maximum that the Revenue will allow.

As you will see, based on Mr Armour’s current circumstances and on the assumptions that I have used for the calculations, there does not appear to be any scope for continued payment of Additional Voluntary Contributions.  Of course, AVC projections of money purchase benefits are only as good as the assumptions underlying them and it may be that Mr Armour will want to monitor the position as his retirement approaches.  However, as I have outlined it does appear unlikely for what we know at present there will be scope for further AVC payments.  Should there be “surplus AVCs” at retirement then these can be refunded to Mr Armour, subject to the required tax deduction.”

Mr Armour says that the above letter advised that he might be overfunded but as he had already stopped making payments in August 2000, and was not told to take any further action, he saw no reason to pursue the matter.  The letter did not say specifically that he was overfunded and, therefore, he was led to believe that his Additional Voluntary Contributions were “near the limit”.
21. Watson Wyatt LLP (Watson Wyatt) was appointed by the Trustees to replace Mercer, as the Administrator of the Scheme, on 1 April 2001.

22. Following a press release issued by Equitable Life about the troubled situation of its With-Profits Fund, the Trustee issued an Update announcement to the members of the Scheme, on 25 July 2001.  The Update detailed various further options for the members to make Additional Voluntary Contributions to the Scheme and also an option to transfer their existing Equitable Life funds to purchase extra service (Added Years) in the Scheme.  The Update contained the following statement:

“Please note that we and the administrators are unable to offer you specific advice over what you should do with your AVCs and if you are still unsure about which AVC arrangement would suit you best you should take independent financial advice.”

23. On 29 August 2001, Mr Armour expressed interest to Watson Wyatt about the option to use his Equitable Life fund to purchase Added Years in the Scheme, and added that he was also interested in recommencing his Additional Voluntary Contributions to the Added Years section of the Scheme.
24. By a letter, dated 5 September 2001, Watson Wyatt provided Mr Armour with an Additional Voluntary Contributions package, and stated that:

“To help us to ensure that your benefits will not exceed Inland Revenue limits when you do come to retire, please could you complete the enclosed retained benefits questionnaire.”

25. A Watson Wyatt Telephone Call Log Form, dated 11 September 2001, states that:

25.1
Mr Armour would like to have a form so that he could transfer his Equitable Life Additional Voluntary Contributions to Added Years in the Scheme;

25.2
he was not happy about completing a retained benefits form, as he had already provided details; and

25.3
Watson Wyatt would still need authority to contact the previous providers.

26. On the same day, 11 September 2001, Watson Wyatt provided Mr Armour with the required transfer form, and stated that:
“Also we mentioned the retained benefits that you have from previous employments, namely Lloyds TSB.  Although we do have some information on file, which you have kindly already supplied, we as administrators of the Scheme do not have your authority to correspond directly with the aforementioned.  As it is mandatory that we ensure that no Inland Revenue limits will be exceeded when you take retirement from the Scheme, I would be most grateful if you would complete the retained benefits form …”
27. Whilst Mr Armour received a quotation of Added Years for his Equitable Life funds and returned the completed retained benefits questionnaire to Watson Wyatt, on 26 September 2001, he initially decided not to seek to use the fund for the purchase of Added Years.  But after further consideration he authorised Watson Wyatt on 6 December 2001 to continue with the transfer, “as quickly as possible”.  A transfer value of £15,777.37 was received from Equitable Life and by a letter, dated 2 January 2002, Watson Wyatt informed Mr Armour that the transfer value had purchased him 3 years and 3 months Added Years in the Scheme.  He says that, as he believed that he was only “near to the limit” for Additional Voluntary Contributions, there was no necessity to obtain advice before he elected to the transfer and none after receiving confirmation of the Added Years purchased.
28. On 27 March 2002, Mr Armour asked Watson Wyatt for various quotations about how his benefits in the Scheme could be paid.  This was because he was due to undergo surgery at the end of May 2002.  In a letter dated 16 April 2002, Watson Wyatt set out an illustration based on his continued service to his Normal Retirement Date at age 60 on 1 December 2002.  This included “Transfer in Service” of 3 years and 3 months and showed a retirement pension of £5,492 per annum.
29. Mr Armour did not return to work following his surgery and remained on sick leave until he eventually left service, having been made redundant on 31 December 2002.
30. In July 2002, Mr Armour received an Annual Statement of Benefits for the Scheme, as at 31 March 2002, which also showed a “Transferred-in service credit” of 3 years and 3 months and a projected pension at Normal Retirement Date of £5,368.33 per annum.  The statement  contained the following qualification:

“The Inland Revenue imposes limits on the level of the benefits that can be paid by the Scheme.  The benefits shown in this statement may be restricted in order to keep within these limits.”
31. Mr Armour asked Watson Wyatt on 15 October 2002 whether he could buy any more Added Years.  Watson Wyatt replied on 23 October 2002, as follows:
“It is possible for you to make a contribution to the Scheme of up to 15% of your gross salary per tax year (Inland Revenue limits allowing) … As you are being made redundant however, it will be possible for you to augment into the Scheme some of your severance pay. … The amount that can be augmented will be subject to Inland Revenue limits. …”

Watson Wyatt also provided him with a Statement of Retirement Benefits, as at 31 December 2002, which showed a pension of £5,548.92 per annum.  This contained the following statement:
“… the benefits quoted on this statement are subject to Inland Revenue regulations … all benefits from the scheme are subject to Inland Revenue Limits.  If your benefits need to be restricted you will be informed in writing.  You should not rely on the information contained in this statement in making any specific decisions …”

32. Watson Wyatt wrote to the administrator of the Lloyds TSB Group Pension Scheme No 1, on 8 November 2002, and requested details of Mr Armour’s retained benefits in that scheme.  The information provided, on 2 January 2003, was that Mr Armour’s pension in payment was £20,657 per annum.
33. Concerned about the delay in the payment of his retirement benefits from the Scheme, Mr Armour wrote to Watson Wyatt, on 2 January 2003.  In a reply, dated 8 January 2003, Watson Wyatt and stated that:

“Having received details from Lloyds TSB Group Pension Scheme No 1 on 2 January 2003 regarding your pension in payment from that Scheme and P11D information from Abbey National, unfortunately it not possible to pay a lump sum into the Scheme to secure additional benefits due to Revenue maximum restrictions.  Your Scheme pension has also been restricted to £4030.00 a year.

I have requested the Scheme actuary to look at ways that we may potentially enhance the scope of your transferred-in AVCs …”
34. By letters to Watson Wyatt, dated 9 and 21 January 2003, Mr Armour expressed disappointment about the restricted pension benefit and the delay in the payment of his pension benefits, which he added was also delaying payments due from some other investments.
35. On 5 February 2003, Watson Wyatt confirmed to Mr Armour that his pension was restricted to £4,030 per annum and apologised that surplus checks had not been previously carried out.
36. Mr Armour invoked the Scheme’s Internal Dispute Resolution (IDR) procedure, on 26 March 2003.  He claimed that he could be reasonably expected to receive a pension from the Scheme of about £5,600.00 per annum.  His complaint was not upheld: the Appointed Person stated that the Trustee was legally bound to restrict his pension benefits to the maximum permitted by the Inland Revenue and to refund the surplus Additional Voluntary Contributions to him, subject to tax at the rate of 32%.
37. By a letter to Mr Armour, dated 30 May 2003, Watson Wyatt stated that his Final Pensionable Salary had been confirmed, as £30,210.62, and that could be increased by bonus information received to provide a Final Remuneration figure of £31,788.93, which could be used for the Inland Revenue maximum calculations.  An accompanying Statement of Retirement Benefits showed a pension of £4,235.62 per annum from the Scheme, of which £249.46 derived from the transferred-in Added Years.  In addition, a gross surplus value of the Added Years Contributions of £13,650.00 was to be refunded, less tax at 32%, resulting in a net payment of £9,282.00.
38. Mr Armour was dissatisfied and his complaint was considered by the Trustee under Stage 2 of the Scheme’s IDR procedure at a meeting held on 29 July 2003.  The Trustee upheld the Appointed Person’s Stage 1 Decision Letter, in that pension benefits could not be paid by the Scheme in excess of Inland Revenue limits.  Consideration was given as to whether other pension benefits could be increased but the Trustee was decided that the Scheme should only pay benefits in accordance with the Rules.  The Trustee acknowledged that Watson Wyatt had provided Mr Armour with “inaccurate and misleading information”, and offered to pay him a sum of £200 in recognition of the distress and inconvenience caused.  Mr Armour declined the Trustee’s offer.

39. Mr Armour would have expected the added years bought from his AVC contributions to have led to his pension being increased by £1,636.73 (3 years and 3 months x 1/60th x Final Pensionable Salary of £30,216.62).  But the maximum pension he could take from the Scheme under Inland Revenue Rules was £4,235.62.  Without taking any account of service bought from his AVC contributions his pension from the Scheme would have been £3,988.16 so the maximum pension he could buy by way of AVC contributions was £247.46.

40. The final value of Mr Armour’s total surplus Additional Voluntary Contributions was £14,620 gross, less tax of £4,678.40 at 32%, leaving the amount payable, as £9,941.60, this being subject to a further liability of £2,294.22 at the higher rate of tax.
41. Mr Armour says that:

41.1
various Scheme literature states that the administrators of the Scheme would monitor payments of Additional Voluntary Contributions, that they would be told if restrictions would apply to their benefits and that there would also be a surplus check carried out when they were five years from normal retirement date;

41.2
his Equitable Life funds were accepted into the Scheme, as set out in Watson Wyatt’s letter dated 2 January 2002;

41.3
having previously give authority on two occasions to make enquiries about former benefits, he was granted unambiguously and unconditionally, with no Inland Revenue caveats, 3 years and 3 months Added Years in the Scheme;

41.4
on two further occasions he was offered the possibility of contributing further Additional Voluntary Contributions to the Scheme;

41.5
he had no reason to believe that his benefits were overfunded.  At no stage (including his discussion on 19 February) was he quoted any figures regarding fund values.
41.6
he should have been dealt with more accurately and sympathetically, as he was in a redundancy situation at a time when he was also on sick leave;
41.7
based on his final salary of £30,210.62 and 11 years and 2 months of Pensionable Service, he should be awarded an annual pension of £5,622.53 per annum.
42. The Trustee says that:
42.1
Mr Armour’s benefits at retirement would have exceeded his Inland Revenue maximum whether or not his Equitable Life Additional Voluntary Contributions fund had been transferred into the Scheme to buy Added Years;

42.2
the Scheme cannot pay benefits in excess of Inland Revenue limits and the Trustee had no option but to refund to Mr Armour the value of the surplus Added Years provided by the Additional Voluntary Contributions.
43. Watson Wyatt says that:

43.1
there was no breach of any regulations in failing to have conducted a funding check when Mr Armour switched his Equitable Life’s Additional Voluntary Contributions fund to buy Added Years in the Scheme;

43.2
it would have certainly been helpful, however, if a funding check been carried out when Mr Armour had switched his Equitable Life fund to buy Added Years in the Scheme;

43.3
Watson Wyatt apologised for any distress and inconvenience that this caused to Mr Armour and also for the letter, dated 16 April 2002, which had not contained any warning about the possibility of his retirement benefits being restricted; and
43.3
accordingly, Watson Wyatt is prepared to offer Mr Armour £500, as compensation.
CONCLUSIONS

44. No review of the Additional Voluntary Contributions was carried out in May 1997, as had been agreed in February 1996 with the Pension Manager of the First National Scheme.  A potential overfunding situation then rapidly occurred as a result of Mr Armour’s continued Additional Voluntary Contributions.
45. The potential overfunding situation was exacerbated and effectively crystallised on 11 April 2000 when the Lower Earnings Limit offset was removed from the Scheme’s definition of Pensionable Salary and the Normal Retirement Age was reduced from 62½ to 60.  These were significant improvements to the benefits of the Scheme and the Trustee ought to have required Mercer, then the Administrator of the Scheme, to have carried out surplus checks for all of the members who were paying Additional Voluntary Contributions, in particular, for those within five years of the new Normal Retirement Age.  Had a surplus check been carried out, Mr Armour would have avoided paying five further £250.00 monthly Additional Voluntary Contributions to the Scheme.  
46. In August 2000, Mr Armour ceased his Equitable Life Additional Voluntary Contributions and asked Mercer to carry out a surplus check.  The Actuary of the Scheme stated that, on the information available to him, there was more than sufficient funds with Equitable Life to cover Mr Armour’s additional non-pensionable emoluments for Inland Revenue maximum benefit purposes and, furthermore, any possible augmentation in the Scheme of the Spouse’s Death in Retirement Pension.  Thus the Actuary was stating that Mr Armour was likely to be in an overfunded situation when he retired.
47. No surplus check was needed in the context of Mr Armour’s decision, made in December 2001, to transfer the value of his Equitable Life fund to purchase Added Years in the Scheme, although had one been carried out this would have brought the overfunding to light.  No Additional Voluntary Contributions were then being paid by Mr Armour and the transfer was only of existing funds to a different investment provider.
48. I note that Watson Wyatt has apologised that its letter to Mr Armour, dated 16 April 2002, did not convey any warning about the possibility of his estimated retirement benefits being restricted.  The failure was maladministration.

49. In my view, Watson Wyatt should also then have obtained up-to-date details of Mr Armour’s retained benefits from the Lloyds TSB Group Pension Scheme No 1, in order to have provided him with accurate retirement figures.  Had this been done, the effect would have been to given an earlier indication to Mr Armour that his retirement benefits were to be substantially restricted.  But it is difficult to see what alternative action he could then have taken to change his position and so I do not see Watson Wyatt’s failure as directly causing any financial loss to him. 
50. Whilst I have every sympathy with Mr Armour in that he says that he was misled and believes that he should be paid the full value of the additional 3 years and 3 months Added Years, it would be inappropriate for me to direct that he should be granted benefits in excess of the Rules of the Scheme and Inland Revenue limits
51. Watson Wyatt has apologised for the distress and inconvenience that its maladministration caused to Mr Armour and has offered to pay him £500, as compensation.  In the circumstances, I consider that this is a reasonable sum and see no need for me to make any further direction.

DAVID LAVERICK

Pensions Ombudsman

18 July 2007
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