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Ombudsman’s Determination 

Applicant Servest Group Ltd (Servest)   

Scheme  Servest Group Ltd Final Salary Retirement Benefit Scheme (the 

Scheme)  

Respondent Royal London (RL) 

Complaint Summary 

Servest complains that RL intends to apply a substantial charge in the event the Scheme 

is discontinued. Servest brings this complaint in its capacity as the employer responsible 

for managing the scheme. 

Summary of the Ombudsman’s Determination and reasons 

The complaint should not be upheld because RL has demonstrated that the contested 

charge is recoverable under the terms of the policy governing the Scheme.   

Detailed Determination 

Material facts 
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(4) any expenses, taxes, duties and other charges incurred in connection with 

the fund and not previously taken into account;  

(5) an appropriate part of any tax, levy or other charge on the Company 

including any levy made on the Company under the Policyholder’s Protection 

Act 1975;  

(6) a management charge calculated as a percentage of the current maximum 

value of the fund multiplied by the number of days since the previous 

valuation. The percentage shall be one divided by 365 (0.75 divided by 365 in 

respect of the period prior to 1 January 1995), or such other percentage as 

may be specified for each fund by the Actuary.  

Where assets of one unit-linked fund are represented by units of another unit-

linked fund, the Actuary shall ensure that no double-charging occurs.”
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Termination of Scheme accounts and/or individual accounts 
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Summary of Servest’s position 

 RL has regularly taken explicit charges from contributions and funds totalling more 

than £200,000, but contends that it has also incurred costs of about £500,000. These 

costs largely related to commissions paid to intermediaries and most of them relate to 

permanent premiums which were unrelated to the Scheme 

and paid to parties who did not actively advise the Scheme. 

 The discontinuance charge is excessive and disproportionate to the Scheme at 

around 20% of the scheme assets and continues to grow with fund size. 

 

 

 RL had referred to “actuarial discretion for the purposes of determining amounts” but 

the level of expenses and commissions incurred did not require such interpretation; 

they should be based on factual events (i.e. actual costs legitimately incurred, the 

value of time spent by RL personnel and corresponding overheads relating to the 

Scheme). 

 This pattern of SVR assessments from time to time has been inconsistent with the 

principles of recouping costs if the contract discontinues earlier than expected, given 

that ongoing charges are likely to be level (plus some inflationary increases) and the 

fact that implementation expenses are incurred at the beginning of the contract and 

should not dramatically increase part way through. 

 RL says it has estimated the level of costs of running the Scheme using the premium 

level as a proxy for work done. There is no separation in the explanation of the future 

service contribution rate for active members and the significant deficit recovery 

contributions over the years to cover the shortfall; Servest can only assume that RL 

has based its figures on total money going into the fund. But the fact that the Scheme 

has had a shortfall would have no material impact on the administration required.  

 While it would be academic if Servest’s arguments on legality were accepted, it was 

nonetheless surprising that such high interest rate assumptions had been applied by 



PO-13359 

5 
 

RL when determining its charges, i.e. £312,000 (commissions plus expenses) and 

£510,000 thereafter. Furthermore, RL’s costs and the commissions paid to the 

intermediary were disproportionate for a Scheme of its size.  

 The 2008 actuarial valuation referred to a 3% addition to the liabilities, to cover RL’s 

charges/commission. However, RL never mentioned that this would be insufficient to 

cover the liabilities, and that there would be a shortfall that would have to be covered 

later. 

 There is a big difference between what CL says it was paid in commission (about 

£17,500) and what RL says it paid CL in commission (about £171,000).  

 

 

 

 

Summary of RL’s position 
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 For these reasons, I do not uphold the complaint.  

 

Karen Johnston  

Deputy Pensions Ombudsman 
29 May 2019 
 

 

 

 

 


