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introducing
the casebook of odyssey pensions
For this edition of Our View, we’re tying a handkerchief around our faces,
putting on the white gloves, and dusting off the old tomes that hold (hopefully)
some of the more interesting (well, at least, relevant) decisions that quietly
emerge from the Pensions Ombudsman.
Wait! Don’t go anywhere. This is useful stuff! Honest…
In amongst the hundreds of decisions that are made each year, there are a
few that do have some relevance to the world of SIPPs and SSASs and are
worth putting pen to paper about. Or, rather, posting on our website.
To start off this potentially exciting (editor’s note: ‘exciting’ is a subjective term)
range of subjects, we’re going to focus on a case that involved… wait for it…
pension contributions.
In all seriousness, these decisions can be both educational, and act as stark
warnings for advisers, clients and providers alike.
Take a deep breath, steel yourself, and read on…

* * *

casebook
volume #1
the incident of the missing protection
Our casebooks are drawn from the chronicles of the Pensions Ombudsman and
are designed to draw from these cases, perhaps in a light-hearted and easily
digestible way, points that might be of relevance to advisers who work with selfinvested and self-administered pensions.

so… what happened?
A client (Mr X) had opened up a SIPP and amongst other things, had managed to direct
some monies into an investment that had, regretfully, failed. (Boo. Hiss). Mr X, however,
applied to FSCS for compensation and was awarded £50,000. (Hurrah!). A good result?
Separately, sometime previously, Mr X had decided to register for Fixed Protection 2014
(FP14). This, as we know, allowed Mr X to benefit from a higher Lifetime Allowance – up
to £1.5m in fact. (Excellent news!). Crucially, Mr X appears to have kept this registration
to himself. (Perhaps not so great).
When asked by FSCS what Mr X wished to do with the £50,000 compensation, he
elected to have it paid to his SIPP. (Las Vegas was not an option). On processing it, the
provider made it clear to Mr X that it would be treated as a third-party contribution and
would attract tax relief of £12,500. So far so good?
All went well… until Mr X’s adviser was provided with the information and suggested to
Mr X that it would appear that he had breached the terms of FP14. In other words, one
of the conditions for FP14 was that no further pension contributions could be paid to a
pension scheme. Alas, enter the complainant, the Ombudsman, and the eventual
decision…

what was the outcome?
First and foremost, the provider was not found to be at fault, as they were unaware of
the fact that Mr X had applied for FP14. There was, in their view, no reason not to process
the contribution (aside from the suggestion that Mr X had declared he had no UK
relevant earnings).
Mr X applied to undo the contribution. This, however, encountered the ‘simple’ problem
that a contribution cannot be refunded other than in ‘exceptional circumstances’.
Liaising with HMRC did not present any obvious solutions. In other words, they said no.
As it happened, one of the circumstances where a refund is allowed is where an
individual, on making a personal contribution, is not eligible for tax relief. As Mr X
confirmed he had no UK relevant earnings, a gross contribution of £62,500 would not be
viable. A solution?
No. A contribution of £3,600 gross is still allowable as a minimum even for those who do
not have earnings, and thus while a refund was agreed, it amounted to the excess
above £3,600. A contribution was therefore still deemed to have been paid.
And so, FP14 was lost. Never to be found again.

* * *
what do we learn?

i

Compensation payments being made to pension schemes are treated as tax
relievable pension contributions. Logically, while it might be natural to think that
as the pension scheme has lost out monies should be returned there, this can
have far wider implications. Always ask before paying.

ii

Contributions, once made, are not easily refunded. HMRC expects there to be
a genuine error, rather than a change of mind. Adverse tax consequences
discovered later are not considered to be a genuine error.

iii

Reinforce to clients that they should make sure providers and advisers aware. If
the provider had been aware of the IP14 registration, they may have identified
the consequences to Mr X. Similarly, Mr X’s adviser would likely have intervened
prior to contribution being made.

Authorised and Regulated by the Financial Conduct Authority
Odyssey Pensions Limited. Registration Number 11034559. FRN 796417.
Administration Office: 15 Penybont Road, Pencoed CF35 5PY
Registered & Head Office: Celtic House, Caxton Place, Pentwyn, Cardiff CF23 8HA

O-CB 1 (01/19)

