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6 December  2010
Dear Sir,
I wrote to you on 16.10.2010 regarding the use of the Consumer Price Index (CPI) rather than the Retail Price Index (RPI) in the future calculation of pension increases to Royal Ordnance Scheme pensioners. Nigel Tinsley replied on your behalf on 12.11.2010. My association is naturally disappointed with the brevity and substance of his reply and I have been asked to write to you again to restate and develop our views.

Many of us have retirement letters issued by Mr Tinsley or other Pensions Department Managers which unequivocally state that pensions will be increased annually in line with RPI. Mr. Tinsley’s reply states that communications of this type “reflected the measure as it was at that time” but any recipient would naturally assume that RPI increases would be paid for life. There is no reference to the scheme rules in these letters and in my experience the rules are not readily available to members. As a Personnel Manager I did not possess a copy and I cannot recall ever being asked by an employee to provide them. People simply accepted that the booklets and letters issued by the Pensions Manager were accurate and authoritative. If we had known that an index other than RPI might be used, we could have commuted part of our pension for a lump sum or decided not to transfer rights from a previous employer’s scheme. All of this smacks of the kind of misrepresentation and misselling which in other spheres would be deemed illegal. I am sure you would not want to be associated with such charges.

Mr. Tinsley does not address in his reply our references to the scheme having been drained of around £250m by the Company in the 1990s. We believe that when the use (misuse in our view) of scheme funds was negotiated with the unions, it was a “given” on both sides that RPI would be the basis for pension increases indefinitely. Indeed we believe that in early negotiations on the use of fund surpluses a previous maximum limit on the size of RPI increases to Crown Service members was removed. This reflected the extent of the surplus and the Company’s desire to use it. Unfortunately, the understandings surrounding the agreements reached with the unions do not appear to have been translated into a simple rule change, but it is not too late to correct this. If you wish I will contact the TU National Officers involved at the time to ask their recollection of events.

Mr.Tinsley has also failed to address our reference to the 2006 agreement by employees to accept benefit reductions as part of a funding deficit recovery programme. We understand from some of our members that the Company’s stated intention was to ensure that since all of the company’s sponsored schemes had deficits, the members should bear more or less equal pain. It now appears that those RO employees are to suffer greater pain because their pension increases will be CPI related whilst RPI increases will be paid to members of schemes which have far larger percentage deficits than RO.

Turning to the Company’s Ethical Code of Conduct, Mr Tinsley in his reply hides behind a cloak of complying with the law. Of course you must comply with the law, but there is nothing in the law which says that you cannot pay pension increases greater than CPI.  Please therefore do what your code says and make RPI the standard for increases that all of your literature to members indicates. We note by the way that the RO pensioners website still refers to RPI increases – you are still saying it, so do as you say.

Finally, may I suggest that your response to this letter should come from someone other than Mr.Tinsley. In our view he has a conflict of interests on this issue having been the RO Pensions Manager and probable author of the publications and standard letters to which we have referred. We would like to think our complaint is worthy of your totally independent consideration.

Yours faithfully

Maureen Sawtell

Secretary ROPA
