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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN

	Complainant
	:
	Mr R D Wedge

	Scheme
	:
	Britool Retirement Benefits Plan

	Trustees
	:
	Trustees of the Plan


THE COMPLAINT  (dated 12 June 2000)
 AUTONUM 
Mr Wedge alleged injustice, including distress, disappointment and inconvenience, as a result of maladministration by the Trustees, in that the Trustees had not supplied him with annual statements of his deferred pension benefits since he left employment in July 1993, or with a transfer value quotation.

 AUTONUM 
Mr Wedge brought his complaint against his former employer Britool Limited (Britool) as the trustee of the Plan.  It is clear from the documentation I have received, however, that the Plan has individual trustees.

 AUTONUM 
Mr Wedge also brought a complaint against OPAS, the pensions advisory service, but has been told by my office that it could not consider a complaint against OPAS.

MATERIAL FACTS

 AUTONUM 
Mr Wedge was a member of the James Neill Holdings Limited Works Retirement Benefits Plan (the Works Plan) from 1 April 1972 to 1 April 1978 and received annual benefit statements.  He was then a member of the James Neill Holdings Limited Retirement Benefits Plan 1985 (the 1985 Plan) and also received annual benefit statements under the 1985 Plan.  

 AUTONUM 
Britool ceased to be part of the James Neill Holdings Limited group of companies in 1990 and established the Plan with effect from 1 August 1990 to provide benefits similar to those provided under the 1985 Plan.  

 AUTONUM 
Mr Wedge joined the Plan and signed an Authorisation Form, addressed to the trustees of the 1985 Plan, agreeing to the transfer to the Trustees of the Plan of the value of his benefits under the Works Plan and the 1985 Plan.  In respect of his membership of the 1985 Plan he was to be granted additional pensionable service under the Plan of 7 years at 80ths and 5 years and 3 months at 60ths, based on his final pensionable salary.  He was also to be granted a fixed pension of £281.45 pa in respect of his membership of the Works Plan between 1972 and 1978.  

 AUTONUM 
On 5 February 1992 Britool’s former pensions advisers quoted estimated early retirement benefits for Mr Wedge from his 50th birthday (27 November 1994), the options being a pension of £3,862.96 pa or a cash sum of £6,720.86 and a reduced pension of £2,575.31 pa.  

 AUTONUM 
Mr Wedge left the service of Britool on 14 July 1993 and was sent a Certificate of Entitlement to Preserved Benefits, showing a maximum deferred pension, assuming  that the increase in prices up to his normal retirement date was at least 5% pa compound, of £6,808.73 pa.  

 AUTONUM 
On 6 July 1999 Mr Wedge wrote to Britool, asking for a statement of his deferred benefits covering the period from 1994 to 1999.  He received no reply and his local Citizens Advice Bureau asked OPAS for assistance.  Mr Wedge also asked the OPAS adviser to obtain a note of his current transfer value.  The OPAS adviser contacted Entegria Limited (Entegria), the Plan’s administrators, who provided a quotation showing that an early retirement pension could not be provided.  Entegria later advised that the current level of the deferred pension was £3,489.55 pa and that the current transfer value was £47,278.00.  

 AUTONUM 
Mr Wedge then brought his complaint to my office and was advised to go through the Internal Dispute Resolution (IDR) procedure.  Entegria responded on the Trustees’ behalf.  A valid response was not, however, received by Mr Wedge under the IDR procedure within two months, so my office accepted Mr Wedge’s complaint for investigation.  

 AUTONUM 
Entegria pointed out that Mr Wedge’s benefits under both the Works Plan and the 1985 Plan had been transferred into the Plan, with the result that Mr Wedge had one overall pension entitlement under the Plan.  It was not the Trustees’ practice to issue annual updates to members with deferred pensions.  A transfer value quotation had been issued in April 2000, via OPAS, but Mr Wedge had not proceeded to transfer his benefits.  The Trustees were prepared to issue another transfer value quotation, if required, and a further early retirement quotation, and the Entegria representative (Mr Leather) was  willing to meet Mr Wedge in order to clarify his benefits.  

 AUTONUM 
Mr Leather then explained to Mr Wedge that an earlier transfer value quotation had been for £19,343, not £93,000, and confirmed the level of Mr Wedge’s contributions.  

 AUTONUM 
On 2 February 2001 Entegria provided Mr Wedge with an up-to-date transfer value quotation of £50,975, which was guaranteed for three months.  Mr Leather then clarified another query raised by Mr Wedge, regarding the letter of 5 February 1992.

RESPONSES TO THE NOTIFICATION OF PRELIMINARY CONCLUSIONS

 AUTONUM 
Mr Wedge referred my investigator to the letter of 5 February 1992.  From the options quoted he had calculated that each £1 of early retirement pension given up at age 50 was equivalent to a cash sum of £13.60.  As he had paid pension contributions of £7,115 he had estimated that these had grown to a fund of £96,772, disregarding any company contributions, by the time he had left Britool.  Mr Wedge’s reasoning is clearly flawed for a number of reasons, the main one being that he has confused £1 of pension contribution made with £1 of pension earned.  A transfer value at any time under a final salary  pension scheme such as the Plan is merely the current value of the deferred pension, expressed as a lump sum, and there is no direct relationship between the level of transfer value and the amount of employee contributions paid (although the transfer value will generally not be less than the total of employee contributions).  Transfer value levels will tend to increase the nearer a member comes to retirement age, as there is correspondingly less time to invest the transfer value to obtain a given level of pension at retirement age.  I have no reason to suppose that the transfer values quoted to Mr Wedge in the past have been incorrect.

 AUTONUM 
The response provided by Entegria stated that the early retirement pension quoted in 1992 had been calculated incorrectly.  It was also clear that no account had been taken of the need to provide the contracted out part of the pension in pension form at age 65.  Entegria provided copies of correspondence, which indicated that Mr Wedge had been in contact with OPAS (and with Britool) in 1995 and 1996.  He had been offered a “step” pension of a lower amount, increasing to the level of the contracted out pension at age 65.  The Trustees were still willing to offer Mr Wedge an early retirement pension, if he wished a further calculation to be undertaken.  It might, however, still have to be a “step” pension.  

CONCLUSIONS

 AUTONUM 
The Trustees of a final salary pension scheme, such as the Plan, have no legal obligation to provide members who have deferred benefits with annual statements of their pension entitlement.  Nor am I satisfied that the provision of such statements necessarily constitutes good administrative practice so that their non-provision amounts to maladministration.  I cannot, therefore, justifiably uphold the first part of Mr Wedge’s complaint.

 AUTONUM 
Mr Wedge was provided, by Entegria, on behalf of the Trustees, with a transfer value quotation of £47,278 in April 2000 and was also provided, by Entegria, with an updated transfer value quotation of £50,975, guaranteed for three months, on 2 February 2001.  The guarantee period on this quotation might, however, expire before the transfer value can be paid.  Mr Wedge was also offered financial planning advice and a meeting with Mr Leather, but has not yet taken up this offer.  He has also been offered an updated early retirement pension quotation, if he requires one.

 AUTONUM 
It follows that I cannot justifiably uphold the second part of Mr Wedge’s complaint and, as I have not upheld either part of his complaint, that an award to him for the inconvenience he believes he has suffered would not be appropriate.

DR JULIAN FARRAND

Pensions Ombudsman

27 April 2001
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