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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN
	Applicant
	Mr G Lamb

	Scheme
	CMR Limited Pension & Life Assurance Scheme

	Respondents
	The Trustees of the CMR Limited Pension & Life Assurance Scheme
Mercer Limited (Mercers)


Subject

Mr Lamb has complained about the delay in providing him with the information he required to draw his benefits.

The Pensions Ombudsman’s determination and short reasons

The complaint should be upheld against Mercers because there were unnecessary and unexplained delays in dealing with Mr Lamb’s request to take his benefits which led to financial loss on his part.
DETAILED DETERMINATION

Material Facts

1. Mr Lamb was a member of the Scheme until March 1997. His normal retirement date fell in April 2009. Mr Lamb had funds with Scottish Widows and the Prudential. The Scheme was, at the relevant time, administered by Mercers.

Chronology

2. The following chronology has been pieced together from the available documents and Mercers’ electronic records:

31 December 2004
Mr Lamb wrote to his former employer, Solvent Resource Management Ltd (SRM), asking for a fund statement, how much tax free cash he could take and an annuity illustration. He said he “may wish” to draw his pension later in 2005.

13 January 2005
Mercers received this request.

15 February
Mercers requested fund details from Scottish Widows. Mercers have explained that they were responsible for the administration of the Prudential units and, therefore, had direct access to Mr Lamb’s unit holdings.

15 March
Mercers received paperwork from Scottish Widows but it was incorrect, according to their records.

24 June
Mercers sent a revised quotation to Mr Lamb.

27 July
SRM requested a statement from Mercers on Mr Lamb’s behalf. Mercers said they had passed the request to Scottish Widows and that there was usually a two week turnaround.

12 August
Mercers received an illustration from Scottish Widows for retirement on 1 August 2005.

30 August
Mercers requested additional information from Scottish Widows.

2 September
Mercer wrote to Mr Lamb.

8 September
Mercer received further incorrect information from Scottish Widows.

10 September
Mr Lamb wrote to Mercers saying that he had also asked for details of a tax free cash sum in December 2004 and had still not heard about this.

14 October
Mercers wrote to Mr Lamb saying that they had received all of the outstanding information from Scottish Widows and had requested an annuity quotation.

25 October
Mercers received further information from Scottish Widows.

27 October
Mercers requested an annuity quote from their Annuities Department.

7 November
The quote was received from the Annuities Department.

14 November
Mercer sent Mr Lamb a statement of benefit options. In the covering letter, they explained that an open market option was available, whereby Mr Lamb could arrange an annuity outside the Scheme in conjunction with an independent financial adviser.

(Mercers say that they have been unable to trace any correspondence with Scottish Widows concerning the delays above and believe that the chasing was done by telephone and no records were kept.)
23 February 2006
Mr Lamb returned a completed Decision Form and Payment Details Form to Mercers. He also sent them details of other funds he held and asked if they would be able to handle these too.

27 February
Mercer received the forms. Mr Lamb had requested a retirement date of 1 May 2006.

7 March
Mercers wrote to Mr Lamb informing him that they would have to revise the quote because they had received his discharge forms more than three months after the previous quote and he had changed the retirement date. Mercers requested up to date fund values from Scottish Widows.

8 March
Mr Lamb e-mailed Mercers asking if they could deal with his other funds. Mercers replied that they could only deal with his Scheme funds.

14 March
Mercers received fund values from Scottish Widows.

17 March
Mr Lamb appointed a financial adviser to deal with his four other personal pension plans.

10 May
Mercers requested an annuity quote from their Annuities Department. They have been unable to produce any documents which would explain why there was a delay in requesting the annuity quote.

24 May
Revised quotes were sent to Mr Lamb.

2 June
Mr Lamb’s adviser notified him that Canada Life had quoted a single life annuity of £14,151.72 p.a. (annuity rate 6.195%) or a joint life annuity of £13,154.52 p.a. (5.758%).

5 June
Mr Lamb’s adviser informed Mercers that he wished to take an open market option.

6 June
Mercers faxed details of Mr Lamb’s fund value (£304,583.20) and lump sum (£76,145.80) to his adviser. On the same day, Mr Lamb’s adviser notified him that Legal & General had quoted a single life annuity rate of 5.967% and a joint life annuity rate of 5.555%.

22 June
Mercers again faxed details of Mr Lamb’s fund values to his adviser.

21 July
Mercers received instructions from Mr Lamb’s adviser as to his annuity choices.

9 August
Mr Lamb sent his bank details to Mercers, together with the lifetime allowance form.

15 August
Mercers requested disinvestment of Mr Lamb’s funds.

23 August
Mercers received the Scottish Widows funds.

13 September
Mercer chased the Prudential.

14 September
Mercers received the Prudential funds.

20 September
Mercers informed Mr Lamb’s adviser that the funds were less than previously quoted.

22 September
Mr Lamb’s adviser confirmed that the transfers were to go ahead. Mercers wrote to Mr Lamb confirming that they were arranging to pay his lump sum (£72,519.12) to his bank account and that £90,000 had been sent to Legal & General and £127,186.07 had been sent to Canada Life.

25 September 2006
The funds were transferred to Legal & General and Canada Life.

Mr Lamb’s Legal & General annuity was backdated to May 2006.

Mr Lamb’s Position

3. Mr Lamb says that he intended to take an annuity in mid 2005 and had arranged his finances accordingly. He comments that the use of the word “may”, in his letter of 31 December 2004, was common business practice to avoid commitment at an early stage. Mr Lamb says he would have taken the annuity at an earlier date, but had been advised that it would take four to five weeks to convert the offer into an annuity and he was being practical. He says he does not remember being told that the quotation would need to be re-calculated after three months

4. Mr Lamb says that he was deprived of his tax free cash sum for 20 months and his annuity for 11 months (Legal & General) and 20 months (Canada Life) respectively.

5. Mr Lamb’s adviser has provided the following information:

Legal & General annuity rates

21 July 2006
5.83%

21 September
5.87%

1 May

6.12% (this was the final rate for the backdated annuity)

Canada Life annuity rates

21 July 2006
5.88%

25 September
5.64%

6. Mr Lamb says that he recalls a telephone conversation with Hargreaves Lansdowne in which he was advised that the mean annuity rate for June 2005 was 6.3% and for October 2005 it was 6.25%. It is on this basis that he calculated that he suffered a loss of 0.5% on all annuities over his remaining lifetime.

7. Mr Lamb says he prepared to look at accepting compensation based on an average of the June and July 2006 figures quoted in the various letters and e-mails. He calculates that this would amount to an additional lump sum of £1,525.61 (plus interest), an additional annuity of £799.77 p.a. (backdated by three and a half years) and three months arrears in respect of his Canada Life annuity, amounting to £1,742.43 (plus interest).

Mercers’ Response

8. Mercers submit:

· The total time taken to purchase the annuities cannot be attributed to Mercers alone because they were reliant upon third parties to provide information;

· Following instruction from Mr Lamb’s adviser, the transfer of funds to Legal & General and Canada Life was undertaken in a timely manner; and

· Mr Lamb has not been able to demonstrate that he has suffered a financial loss as a result of the delay.

9. Mercers have calculated hypothetical annuities as if they had requested Mr Lamb’s funds be disinvested on 21 July 2006 (the date they received instruction from his adviser). They calculate that they would have received the funds from Scottish Widows and the Prudential around 13 August and could have paid them to Legal & General and Canada Life on 14 August 2006.

10. Mercers have obtained July 2006 fund values from the Prudential and Scottish Widows. They calculate that Mr Lamb would have received a slightly smaller lump sum, but could have secured slightly more annuity (see below);
11. Mercer propose contacting Mr Lamb’s adviser, within 5 working days, with a view to securing additional annuities for him totalling £432.86. They will meet the cost of the annuity(ies) as well as any reasonable fees charged by the adviser. Mercers also propose to pay £71.52 arrears, together with interest at 5% p.a. from July 2006 to date (£85), within 10 working days of receipt of Mr Lamb’s account details.

12. Mercers do accept that the service Mr Lamb received fell short of the standard they would normally provide and have offered him £500 as compensation for distress and inconvenience, together with their apologies.

July 2006 Calculation

13. Mr Lamb’s fund values as at 1 July 2006 were £27,607.74 (the Prudential) and £260,166.92 (Scottish Widows); a total of £287,774.66. He would have been able to take 25% of this as a lump sum (£71,943.67), leaving £215,830.99 to secure his annuities. Mercers have assumed that Mr Lamb would have opted to split his funds between Legal & General and Canada Life in the same proportions as he did in September 2006. Using the annuity rates provided by Mr Lamb’s adviser, Mercer calculate that he would have secured an annuity of £5,508 p.a. with Legal & General (£90,000 x 0.0612) and £7,398.86 p.a. with Canada Life (£125,830.99 x 0.0588).

14. Mercer calculate that Mr Lamb would have received £575.45 less by way of lump sum, £432.86 p.a. more by way of annuity and £71.52 in arrears.

The Trustees’ Response

15. The Trustees say that they had sight of Mercers’ response prior to its submission to me and that they adopt the same response.

Conclusions

16. Clearly, there was an extraordinary delay in dealing with Mr Lamb’s initial request for information. Putting it bluntly, it took from December 2004 to November 2005 to provide him with a benefit statement.

17. Mercers say that the responsibility for the delay was not solely theirs because they were reliant on third parties for information; namely, Scottish Widows. However, they are unable to substantiate this claim because they have not been able to produce any documents/records from that period, which show that the delay was with Scottish Widows. 

18. Mr Lamb is adamant that he would have taken an annuity in 2005, if he had been provided with the benefit statement in a timely manner. However, he did not return the decision form immediately when he did receive the statement and he then elected for a retirement date of 1 May 2006. Mr Lamb says that he chose this date because he had been told that it would take four or five weeks to process his annuity. Four or five weeks would have taken him to the end of March/beginning of April 2006 and, in any event, his annuity could have been backdated; as the Legal & General annuity subsequently was. I am not, therefore, persuaded by this argument. I do not find that Mr Lamb has made the case for having made a firm decision to take his annuity prior to May 2006. For the purpose of calculating any financial loss, this is the appropriate retirement date to consider.

19. Nevertheless, I do find that the poor service Mr Lamb experienced in 2005 will have caused him distress and inconvenience and he should receive some modest redress for that. Mercers have offered him £500, which I consider to be adequate.

20. So far as the period after Mr Lamb returned the decision form is concerned, there was an unexplained delay of two months between Mercers receiving the fund value from Scottish Widows and requesting an annuity quote. There were no subsequent unreasonable delays on their part, but that delay means that it is more likely than not that Mr Lamb’s annuities could have been set up in July rather than September 2006.

21. Having determined that Mr Lamb’s annuity should have been set up in July 2006, I do not find it appropriate to adopt his proposal of taking an average of the June and July 2006 figures. Instead, I am adopting the bulk of Mercer’s proposed way forward and have translated their proposals into directions below. I would, however, point out that the difference between the July 2006 annuity from Canada Life and the amount Mr Lamb actually received is £224.90 p.a. (£7,398.86 – 7,173.96) and not £429.14 as Mercers thought and I have amended the proposal accordingly. I have also made allowance for the fact that Mr Lamb’s annuity from Canada Life was not paid until September 2006 and he is, therefore, due £1,196 arrears on that annuity (£7,173/12 * 2). Although Mr Lamb also received his lump sum late, the higher amount he received is likely to have more than compensated for any loss of interest.
22. I uphold Mr Lamb’s complaint against Mercers.

Directions

23. I now direct that, within 5 working days of the date hereof, Mercers shall contact Mr Lamb’s adviser to arrange to secure additional annuity of £228.62 p.a. (backdated to July 2006). Mercers will meet the cost of securing the additional annuity and any arrears, together with simple interest at the rates quoted by the reference banks for the period from July 2006 to the date of payment.
24. Within 10 working days of receipt of Mr Lamb’s account details, Mercers shall pay him the sum of £1,196, together with simple interest calculated as above. They will also pay him £500 for distress and inconvenience.
TONY KING

Pensions Ombudsman

10 November 2009
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