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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE DEPUTY PENSIONS OMBUDSMAN
	Applicant
	:
	Mrs V W H B Manghnani FILLIN "Enter Complainant's name" \* MERGEFORMAT 

	Scheme
	:
	Principal Civil Service Pension Scheme (PCSPS) FILLIN "Enter Scheme name" \* MERGEFORMAT 

	Respondent
	:
	1.  HM Prison Service (employer)

2.  Cabinet Office (scheme manager)


MATTERS FOR DETERMINATION

1. Mrs Manghnani complains that she is not receiving the amount of pension she was promised before she left service.

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.

MATERIAL FACTS

3.
Mrs Manghnani worked at HM Prison Reading.  On 1 October 2004, Mrs Manghnani was sent a benefit statement, showing the benefits payable if she had left service on 31 August 2004.  The amounts were a pension of £2,951.58 per annum and a lump sum of £8,854.74.  On 5 October 2004, Mrs Manghnani signed a form, applying for early retirement on 31 December 2004.

4.
HM Prison Reading completed its part of the form, stating that it agreed to Mrs Manghnani retiring on “approved early retirement” (AER) terms.  AER pensions and lump sums are not reduced for early retirement.  The scheme administrator wrote to Mrs Manghnani on 15 October 2004, stating that she would be paid a pension of £3,021.39 per annum and a lump sum of £9,064.18 with effect from 1 January 2005.  Mrs Manghnani retired and the pension and lump sum were paid to her.

5.
On 10 March 2005, HM Prison Reading advised the scheme administrator that it had made a mistake.  It said that Mrs Manghnani should have retired on “actuarially reduced retirement” (ARR) terms.  ARR pensions and lump sums are reduced to take account of early retirement.

6.
On 18 March 2005, the scheme administrator wrote to Mrs Manghnani.  It stated that her pension should be £2,541.89 per annum and the lump sum should be £7,958.35.  The scheme administrator stated that the revised pension would be put into payment with immediate effect and that Mrs Manghnani should repay a total of £1,231.36.  The scheme administrator did not explain why the overpayment had arisen.

7.
Mrs Manghnani sought an explanation of why her pension and lump sum had been reduced.  She stated that she had spent the lump sum on a holiday and gifts to her children and grand children.  On 12 April 2005, the scheme administrator telephoned Mrs Manghnani and explained that a mistake had been made by HM Prison Reading.

8.
Mrs Manghnani made a complaint to the Home Office under the first stage of the pension scheme’s internal dispute resolution procedure (IDRP).  She requested that she be reinstated in her job, as she could not afford to live on the reduced pension or make any repayment.  On 7 July 2005, the Home Office wrote to Mrs Manghnani, rejecting her complaint.  The Home Office confirmed that HM Prison Reading had ticked the AER box on the form, not realising that AER carried a cost implication for the employer, who had to fund the cost of paying a full pension early.  AER was only available to staff who had been declared surplus, which did not apply in Mrs Manghnani’s case.  When HM Prison Reading realised the difference between AER and ARR, it told the scheme administrator that it had made a mistake.  The Home Office noted that Mrs Manghnani decided to retire after the scheme administrator had confirmed the amount of pension and lump sum to her.  The Home Office considered that doing things this way was leaving matters “rather late in the day” and that she had not reached an informed decision before retiring.

9.
On 27 September 2005, HM Prison Service’s director of personnel wrote to Mrs Manghnani.  He expressed no regret for what had happened but stated that recovery of the overpayment would not be required.

10.
Mrs Manghnani complained to the Cabinet Office under the second stage of the scheme’s IDRP.  The Cabinet Office wrote to Mrs Manghnani on 22 May 2006.  The Cabinet Office accepted that Mrs Manghnani did not understand the implications of retiring early, and it found no evidence that the options had been explained to her.  The Cabinet Office stated that it had arranged with HM Prison Reading to reinstate Mrs Manghnani.  Mrs Manghnani was sent a formal offer of re-employment on the following day.

11.
Mrs Manghnani did not accept the offer of re-employment.  Her husband had obtained a new job in Coventry and they planned to move there.  One of her daughters had had a baby, and Mrs Manghnani planned to help her with childcare.  Mrs Manghnani said that the offer of re-employment had come too late.

12.
On 16 June 2006, the Cabinet Office issued its decision under stage 2 of the IDRP.  The Cabinet Office concluded that Mrs Manghnani was not entitled to AER, as she was not leaving service early as a result of being on the surplus list or due to ill health.  The Cabinet Office considered that waiving repayment of the overpayment and offering to re-employ Mrs Manghnani was a fair resolution of Mrs Manghnani’s complaint.

13.
The Cabinet Office’s investigation revealed a further error in the calculation of Mrs Manghnani’s pension and lump sum.  Mrs Manghnani had previously been a member of the Local Government Pension Scheme (LGPS), and had transferred her accrued benefits into the PCSPS.  The PCSPS provided a widower’s pension, in respect of which she had paid contributions of 1½% of salary.  The pension was calculated in accordance with her years of service, including those in the LGPS.  Mrs Manghnani had not paid enough widower’s pension contributions as a result of her transferring into the PCSPS with an accrued service credit.  This shortfall had, according to the Cabinet Office, disappeared from the scheme administrator’s records.  Rule 4.23(b) of the PCSPS provided that any shortfall in widow or widower’s pension contributions should be deducted from the lump sum at retirement.  The amount due from Mrs Manghnani was £3,000.

14.
On 20 July 2006, HM Prison Service wrote to Mrs Manghnani, stating that, in fact, there was no shortfall of widower’s pension contributions.  No explanation was provided.

SUBMISSIONS

15.
Mrs Manghnani says:

15.1
She requests that I hold an oral hearing before determining her application to me.

15.2
She should be paid an AER pension and lump sum as originally quoted to her.

15.3
She claims compensation in respect of distress and inconvenience caused to her.

16.
HM Prison Service says:

16.1
It apologises for the mistakes made and inconvenience caused to Mrs Manghnani.

16.2
It has instructed the scheme administrator not to recover the overpayment.

16.3
The amount written off, together with the offer of re-employment, constitutes sufficient compensation for Mrs Manghnani.

17.
The Cabinet Office says:

17.1
Mrs Manghnani’s pension and lump sum entitlement are determined by the rules of the PCSPS.  She cannot be paid benefits to which she is not entitled.

17.2
In all probability, Mrs Manghnani would not have retired if she had been provided with the correct figures.  In arranging for an offer of re-employment to be made to Mrs Manghnani, it attempted to put her back in the position she would have been in, had incorrect information been provided to her.

17.3
By waiving the overpayment, HM Prison Service has provided adequate compensation for distress and inconvenience caused to Mrs Manghnani.

CONCLUSIONS

18.
I would usually hold an oral hearing in the following circumstances:

18.1
Where there are differing accounts of a particular material event and the credibility of the witnesses needs to be tested;

18.2
Where the honesty or integrity of a party has been questioned and the party concerned has requested a hearing;

18.3
Where there are disputed material and primary facts which cannot properly be determined from the papers alone.

None of the above circumstances apply in Mrs Manghnani’s case, and I have therefore concluded that I do not need to hold an oral hearing in order to determine her application to me.

19.
This is a sorry tale of mistakes and lack of communication.  HM Prison Reading completed the retirement form incorrectly.  I accept however that Mrs Manghnani is only entitled to the pension and lump sum due to her under the statutory regulations, ie under ARR terms.  She asked for early retirement, rather than being offered it as a result of being on the surplus list.  However, Mrs Manghnani knew nothing about pensions.  She received a benefit statement and decided to retire early.  She was then quoted better figures than those on the benefit statement and went ahead with her retirement.  Subsequently, Mrs Manghnani was told that she had been paid too much.  No explanation was offered until she pressed for one.  Mrs Manghnani was even criticised for not reaching an informed decision.  I do not see what more she could have done; she asked to retire early, completed the form provided and acted in good faith on the figures provided to her.

20.
Mrs Manghnani asked to be reinstated in her job approximately one year before her request was responded to.  By then her circumstances had changed and she was unable to avail herself of the offer.  Mrs Manghnani was not told how reinstatement would affect the pension and lump sum she had been paid.

21.
Mrs Manghnani was told she owed the PCSPS £3,000.  Then she was told this was incorrect, without any explanation as to why this was.

22.
Writing off the overpayment and offering to re-employ Mrs Manghnani was commendable, although Mrs Manghnani’s changed circumstances meant that she preferred not to avail herself of that opportunity.  It is unfortunate the offer was not made sooner, however there was little more that could be done in attempting to restore Mrs Manghnani to the position she would have been in. Waiving not inconsiderable overpayments was also in my view an entirely appropriate course of action.  However, I do not consider it appropriate to treat the waiving of those overpayments as in effect franking any payment due in recognition of the considerable distress and inconvenience caused by the mistakes made, in particular by the failure to provide proper explanations and the absence of apologies.  That is a quite separate matter.

23.
The shortcomings I have identified in paragraphs 19 -22 constitute maladministration by HM Prison Service and the Cabinet Office, in respect of which Mrs Manghnani is entitled to appropriately modest compensation over and above that which she has already received.  The Direction that follows reflects this.

DIRECTIONS

24. As compensation for distress and inconvenience caused to Mrs Manghnani, HM Prison Service and the Cabinet Office shall each pay her £150.

CHARLIE GORDON

Deputy Pensions Ombudsman

11 October 2007
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