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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN

Disputant
:
Mr C Green

Scheme
:
Fine Decor Pension Scheme

Administrator
:
Prudential Assurance Company Limited (Prudential)

THE DISPUTE (dated 18 October 2000)
 AUTONUM 
Mr Green contended that the amount of compensation offered by Prudential was inadequate for injustice suffered in the form of lost income and unnecessary expenses incurred by himself because of a delay in the settlement of his benefits from the Scheme.

MATERIAL FACTS
 AUTONUM 
Mr Green was a member of the Scheme, a contributory money purchase arrangement insured with Prudential, from 1 July 1996 to 29 January 1999 when his employer had entered into administrative receivership.  Mr Green paid Additional Voluntary Contributions (AVCs) in addition to the normal regular contributions to the Scheme.

 AUTONUM 
Mr Green has stated that, in a meeting on 1 February 1999 with one of the trustees of the Scheme, he was given to understand that he could take his pension benefits immediately.  On the same day, Mrs Green telephoned Prudential’s AVC administration department (the AVC Department) and requested that an illustration of retirement benefits to be sent to Mr Green.  

 AUTONUM 
The main events thereafter are summarised as follows:

· On 2 February 1999, the AVC department issued directly to Mr Green an illustration of his AVC benefits.

· On 15 February 1999, Mr Green telephoned Prudential’s Scheme administration department (the Main Scheme Department) and requested an illustration of his regular benefits.

· On 22 February 1999, Prudential received a letter from the former employer which revealed that the December 1998 contribution had not been paid to the Scheme.

· On 23 February 1999, the Main Scheme Department issued to the former employer an illustration of Mr Green’s regular benefits.

· On 9 April 1999, the Main Scheme Department received from the former employer a Notification of Withdrawal form for Mr Green together with a Retained Benefits Statement.

· On 12 April 1999, the Main Scheme Department requested, via the former employer, some detail about Mr Green’s retained benefits, a personal pension policy. 

· On 13 May 1999, the Main Scheme Department received the requested detail from Mr Green about his personal pension policy.

· On 20 May 1999, the Main Scheme Department issued to the former employer a Retirement Benefit quotation for Mr Green’s regular benefits.

· On 21 May 1999, the AVC Department issued to the former employer’s financial advisers a Retirement Benefit quotation for Mr Green’s AVC benefits.

· On 2 June 1999, Mrs Green telephoned the AVC Department and asked whether the full contributions had been paid to the Scheme and requested revised Retirement Benefit quotations to include the December 1998.

· On 3 June 1999, the AVC Department issued directly to Mr Green a revised Retirement Benefit quotation for his AVC benefits.

· On 9 June 1999, the Main Scheme Department issued to the former employer a revised Retirement Benefit quotation for Mr Green’s regular benefits.

· On 18 June 1999, Mr Green’s financial adviser telephoned the Main Scheme Department and requested that his benefits be paid.  The financial adviser was informed that birth and marriage certificates would be required.

· On 24 June 1999, the AVC Department chased up the requirement with the former employer for Mr Green’s birth and marriage certificates. 

· On 15 July 1999, the AVC Department received a letter from Mr Green dated 12 July 1999, together with a completed Claim Form (which now selected the Open Market Option), a Payment Instruction Form, certified copies of his birth and marriage certificates together with a prepaid envelope for their return.  On the same day, Mrs Green telephoned the Main Scheme Department and requested that a new Payment Instruction Form and Trustees Authority Form be issued. 

· On 19 July 1999, the Main Scheme Department issued to the former employer the forms requested by Mrs Green and asked for a copy of the Open Market Option provider’s application form together with birth and marriage certificates.

· On 10 August 1999, Prudential received a letter of complaint from Mr Green in which he requested the urgent return of his certified birth and marriage certificates.  On the same day, Mrs Green also telephoned the AVC Department for the return of the birth and marriage certificates and the Main Scheme Department for the forms she had requested on 15 July 1999.  The Main Scheme Department immediately contacted the former employer which had not forwarded the forms on to Mr Green.

· On 12 August 1999, Mr Green sent a letter of complaint to Prudential’s Chief Executive stating that it had been seven months since he was told he could have his benefits, documentation and forms received had been out of time and had allowed little time to consult his financial adviser or other pension providers, and that his financial adviser had been informed that his pension had been frozen and no monies could be paid until the December 1998 contribution was received.

· On 24 August 1999, the Main Scheme Department received a request from the Equitable Life Insurance Society (Equitable Life) for details of Mr Green’s regular benefits.

· On 27 August 1999, the Main Scheme Department stated to Mr Green that the Department of Trade and Industry had confirmed that the contribution due to the Scheme for December 1998 would be paid, and provided a revised quotation pack. 

· On 15 September 1999, the Main Scheme Department provided Equitable Life with the details request for Mr Green’s regular benefits.

· On 11 October 1999, both the Main Scheme and the AVC Departments received a letter from Mr Green in which he complained about not having received a reply to his letter sent to the Chief Executive on 12 August 1999, the general confusion caused by the addressing of correspondence as the former employer had given its consent to deal directly with himself in a letter to Prudential dated 11 August 1999, the confusion about the non-payment of the December 1998 contribution, the difficulties his new pension provider had encountered in dealing with the correct department, and the general delay in the settlement of his benefits.

· On 19 and 21 October 1999, both the Main Scheme and the AVC Departments replied to Mr Green and provided fresh documentation and copies of correspondence with Equitable Life.  On the same day a cheque for the value of the AVC benefits was issued to Equitable Life.

· On 22 October 1999, Mrs Green telephoned the AVC Department and stated that the transfer to Equitable Life was not now to be proceeded with.

 AUTONUM 
In November 1999 Prudential issued revised Retirement Benefit quotations to Mr Green’s financial advisers which, on 16 November 1999, informed it that the new pension provider would be Scottish Widows plc, £15,000 of the value of Mr Green’s benefits was to used to buy him a pension and the balance was to be taken as a tax free cash sum.  Payments of the required sums were finalised on 2 December 1999 and the pension payments were commenced by Scottish Widows plc in January 2000 after it had completed its final documentary requirements.

 AUTONUM 
Mr Green obtained the help and assistance of the Pensions Advisory Service (OPAS) and detailed his complaint against Prudential for the delay in the settlement of his benefits as being a loss of pension income over 12 months of £877 and sundry expenses for telephone, photocopying, writing time and distress as £223.  OPAS conveyed this information to Prudential on 28 January 2000 and additionally included the failure of a reply to the complaint letter Mr Green had sent to the Chief Executive on 12 August 1999.  
 AUTONUM 
In a letter to OPAS dated 6 July 2000, Prudential stated that it appreciated that it may have caused Mr Green a certain degree of inconvenience, notably with regards to the communications between internal departments and, in the circumstances, it was not prepared to honour the request for the loss of pension payments totalling £877 but it was willing to reimburse his sundry expenses of £223.

 AUTONUM 
In a formal response to the complaint, Prudential has since stated that it is prepared to offer Mr Green a further £219.33 representing the equivalent of three months of ‘missed’ pension contributions in full and final settlement of the complaint.

CONCLUSIONS

 AUTONUM 
Many of the difficulties Mr Green encountered in his initial attempts to settle his benefits from the Scheme were caused by most of the correspondence being sent by Prudential to his former employer, which was in administrative receivership.  This addressing was a procedure which, correctly, Prudential should have followed until the trustees’ authority was provided on 11 August 1999 that permitted it to correspond directly with him.  After that date no correspondence was misdirected by Prudential.

 AUTONUM 
Prudential failed to return Mr Green’s certified birth and marriage certificates in a timely manner and to reply to his formal letter of complaint addressed to the Chief Executive dated 12 August 1999.  Prudential accepted that both of these matters had caused Mr Green some distress and inconvenience, as had some failures in the communications between its two administration departments.  All of these matters constituted maladministration on the part of Prudential but were taken into consideration when it made its initial offer of compensation in its letter to OPAS dated 6 July 1997.

 AUTONUM 
Mr Green’s application for the payment of his benefits from the Scheme was received by Prudential on 15 July 1999 and, had settlement been requested from Prudential, payment could have been made almost immediately.  However, the option elected was for the pension benefit to be purchased on the open market under the Open Market Option clause of the Scheme.  This pension benefit was eventually effected at a later date with Scottish Widows plc because of Equitable Life’s closure to new business.  Nevertheless, the payment made to Scottish Widows plc represented the full value of Mr Green’s benefits in the Scheme.  Consequently, I do not accept as justifiable Mr Green’s claim for the equivalent of twelve months’ pension benefit, as he did not suffer any financial loss because of the later date of the payment.  

 AUTONUM 
However, no explanation has been provided by Prudential for the delay in the settlement of Mr Green’s benefits which occurred during the period from 15 July 1999, the date of receipt of his Claim Form, to 21 October 1999 when the abortive attempt to make payment to Equitable Life was made.  This delay constituted additional maladministration on the part of Prudential which, undoubtedly, caused Mr Green additional injustice in the form of distress and inconvenience.  Prudential has offered to increase its original offer of compensation by an amount of £219.33 and I am content to accept that this sum represents appropriate redress for additional injustice now identified.  

 AUTONUM 
Accordingly, I find the dispute in the favour of Mr Green.

DIRECTION

 AUTONUM 
I direct that, forthwith, Prudential shall pay to Mr Green the sum of £442.33 as appropriate redress for the non-pecuniary injustice caused by its maladministration identified in paragraphs 10 and 12 above. 

DR JULIAN FARRAND

Pensions Ombudsman

2 July 2001
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