
Is it just Common Sense? 
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January 2016 January 2017

Preserved Lloyds Bank Pension £35,000 pa £35,420 pa

Increase in Pension 1.2%

CEV £796,657 £1,162,453

Increase in CEV 45.6%
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H W

Preserved Pension for H of £35,000 pa at age 60

Open market value using annuities £1,182,452 £1,086,704

Open market value using drawdown £985,376 £905,586

Duxbury £498,400 £468,826

Ogden Tables £438,200 £415,800

CEV 2016 £796,657

CEV 2017 £1,162,453
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 If offsetting is to equalise incomes, but at such a level that 
income is superfluous to needs, should discount apply to all 
offset value or just surplus?

 H retired in receipt of pension of £75,000 pa.

 Case being settled by Offset.

 W aged 65, offset value (to give W same income) £2.3m

 But W’s needs only £50,000 pa

 Should discount apply globally or just to £760,000, which 
represents that amount to give income of £25,000 pa.





 H has pensions valued at £150,000 for offsetting purposes

 W retaining equity in FMH which meets basic housing need

 Both have unrealisable assets, with no access to capital.

 Any discount?

 Will expert be aware of what is on offer?



 If Offset capital discounted for tax (W assumed to recycle offset 
capital into pension), argument for discount for utility disappears 
as utility is lost.



I hold a very firm view that a formulaic approach to 
quantifying discounts is not possible, because it ignores the 
individual circumstances of each case. For the same reason I 
very firmly believe that any discount, if there is to be one, 
should be quantified by the lawyers and their clients, and 
ultimately the courts, and not be within the purview of the 
pensions expert who simply is not in possession of all of the 
facts of a case to adjudicate. Any pensions expert who thinks 
he can quantify an appropriate level of discount when 
offsetting, or any lawyer who thinks there should be a simple 
formulaic process, misunderstands the rationale of discounts.




