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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN

Complainant
:
Mr A Turner FILLIN "Enter Complainant's name" \* MERGEFORMAT 

Scheme
:
 FILLIN "Enter Scheme name" \* MERGEFORMAT Mineworkers’ Pension Scheme

Administrator
:
Aon Limited (Aon)

THE COMPLAINT (dated 6 April 2001)

1. Mr Turner alleges maladministration by Aon in that: 

(i) He was not informed of his benefits from the Scheme before his retirement date.

(ii) Details of the calculations of his benefits were not provided when requested.

(iii) His benefits were not paid when due.

(iv) Other parties were informed that his benefits were in payment before any payments had been made.

(v) His benefits were paid into his bank account without notification.

2. On 29 November 2001, Mr Turner’s complaint was extended to include that:

(vi) his benefits were not fully re-established following a special transfer value paid from a personal pension policy for his reinstatement back into the Scheme; and/or

(vii) his benefits were not properly calculated to take into account improvements made to the benefits of the Scheme whilst he had been a personal pension policyholder.  

3. Mr Turner says that Aon’s maladministration caused him financial loss as well as inconvenience and distress, particularly because of Aon’s attitude in its dealings with him.

MATERIAL FACTS

4. Mr Turner was a member of the Scheme from 27 January 1958 until 22 March 1987.

5. In 1988, Mr Turner transferred the value of his benefits in the Scheme to a personal pension policy with Windsor Life Assurance Company Limited (Windsor Life).

6. On 14 July 1998, Windsor Life paid £35,749.35 to Aon as a special transfer value for Mr Turner’s reinstatement back into the Scheme following a Securities Investment Board review of his personal pension policy which determined that the policy had been miss-sold.

7. In September 1998, Mr Turner telephoned Aon and was informed that his reinstatement cost had been received from Windsor Life and that he would be sent the necessary paperwork in April 1999 so he could take his benefits on his normal retirement age of 60, 12 May 1999.

8. On 10 June 1999, Aon sent Mr Turner a reinstatement form which required details of his bank account and a copy of his birth certificate.  He completed and signed the reinstatement form which he returned to Aon together with a copy of his birth certificate as requested.   Because he had not been informed of his benefits, he instructed Banners Solicitors (Banners) to pursue matters with Aon on his behalf.

9. In a letter to Aon dated 25 June 1999, Banners stated that it had understood from Mr Turner that he had spoken and had written to Aon on a number of occasions and had requested full details of his benefits which had been due for payment on 12 May 1999.

10. In a letter to Banners dated 1 July 1999, Aon apologised for any distress caused to Mr Turner and stated that the payment of his weekly pension of £44.41 would commence as from 18 July 1999 and that his lump sum of £6,927.96 would be generated once the benefits had been awarded.  Mr Turner has said that Banners sent him a copy of Aon’s letter together with a form of acceptance but he had refused to sign it as there were no options shown on the form.

11. On 9 July 1999, Aon informed Banners that a balance was required to meet the full cost of Mr Turner’s reinstatement in the Scheme and that Windsor Life had been contacted with regard to this matter.  Mr Turner did not receive any payment of benefits from the Scheme.

12. In a letter to Aon dated 16 August 1999, Banners stated that Mr Turner had requested details of the calculation of his benefits from the Scheme.  Banners followed up Aon for a reply to this letter on 20 September 1999, 12 October 1999 and 26 October 1999.

13. In the letter to Aon dated 12 October 1999, Banners stated that Mr Turner had not replied to a letter sent to him on 29 September 1999 which had detailed his benefits because he did not believe that the pension was comparable to the amounts other former colleagues had received.  Banners also stated that it understood that the Department of Social Security [DSS] and the Northeast Derbyshire District Council’s Housing Benefit Department [the Council] had been informed by Aon that Mr Turner was in receipt of a pension from the Scheme and, as a consequence, benefits provided by those bodies had been withdrawn.  This had caused Mr Turner both embarrassment and financial difficulties.  Mr Turner has since stated that he had to borrow money from his brother to pay increased rent and rates from that date, and in order to repay the overpaid amounts of the benefits, the withdrawal of which had been backdated to 12 May 1999.

14. On the same day, 12 October 1999, Banners wrote to Windsor Life requesting confirmation of the sums paid to Aon for Mr Turner’s reinstatement back into the Scheme.

15. Windsor Life replied to Banners on 25 October 1999 and stated that:

· The amount of £35,749.35 quoted for Mr Turner’s reinstatement in the Scheme had been valid until 6 July 1998.

· A cheque had been issued on 7 July 1998 and, at that time, a month had been allowed by Aon past the expiry date for the acceptance of cheques.

· On 5 December 1998, Aon had been contacted and confirmation had been obtained that Mr Turner’s reinstatement had been in order.  

· However, a letter had been received from Aon in March 1999 requesting a balance of £718.56 because the reinstatement cheque had been received late.  

· This requirement had been queried but Aon had said only that a reply would be sent in due course.

16. On 28 October 1999, Aon responded to Banners’ follow up letter of 26 October 1999, but only requested an authority from Mr Turner before any personal information about his benefits from the Scheme could be released to Banners.  Mr Turner’s authority was provided by Banners to Aon on 11 November 1999.

17. In a letter to Banners dated 22 November 1999, Aon confirmed that Mr Turner’s benefits were as in paragraph 10 above and asked if Mr Turner could urgently telephone through his bank account details so that his pension could be put into payment on the next pension payment date of 3 December 1999.

18. On 24 November 1999, Aon stated to Banners that:

· Mr Turner had provided his agreement to be telephoned at home and because of the urgency for the payment of his benefits, he had been asked for his bank account details.

· Mr Turner had said that the account details had already been provided * and declined to “sign anything” until he knew what benefits he was entitled to.

* Mr Turner denies saying this.

· Mr Turner was informed of the amounts of his benefits and it was stressed that he was not being required to sign any acceptance for the figures.

· Some discussion then followed with regard to Windsor Life’s personal pension policy, the reinstatement value and the value of the benefits to be provided by the Scheme.

· Mr Turner expressed disappointment about the amount of the benefits.

· Because the discussion deteriorated, the telephone conversation had been terminated.

· Payment of Mr Turner’s benefits would be suspended because of Mr Turner’s dissatisfaction until notified to the contrary.

· Enquires would be made with regard to the points raised in Banners letter of 12 October 1999.

19. In a letter to Aon dated 13 December 1999, Banners stated that:

· Mr Turner had great difficulty in understanding the level of his pension benefit from the Scheme and had frequently drawn comparisons with other members.

· Mr Turner believed that the sum paid for his reinstatement in the Scheme from Windsor Life was insufficient and it should have been higher.*

* 
Mr Turner has since asserted that he had said only that the pension should have been higher.

· Banners had suggested to Mr Turner that he should agree to receive his benefits “pro tem” until he was satisfied about the correct amounts payable.

· Mr Turner had said that the Council had been informed that he was in receipt of a pension from the Scheme.

· It would assist if an alternative could be given to taking a lump sum and pension only.

20. On 7 January 2000, Aon provided Banners with full detailed calculations of Mr Turner’s retirement benefits from the Scheme and stated that there was not an option available to surrender the lump sum benefit in favour of an increased pension benefit.

21. In a letter to Mr Turner dated 18 January 2000, Aon stated that the first payment of his pension of £44.41 per week, payable from 17 May 1999, would be made to his bank account on 28 January 2000 together with any arrears due, and that his lump sum benefit of £6,927.96 would be credited to his bank account within the next few days.  Mr Turner has since stated that he received Aon’s letter of 18 January 2000 only after the payment of his benefits had been made into his bank account and, more recently, he has indicated that he now believes that Banners may have ‘colluded’ with Aon to set up the payments as he had been to see Banners on 18 January 2000 and, when asked, he had said that his bank details had been given to Aon on the reinstatement form (see paragraph 8 above).

22. In a letter to Aon dated 9 February 2000, Banners stated that 

· Mr Turner was still dissatisfied with the amounts of his benefits.

· On 20 and 28 January 2000, his lump sum benefit and arrears of pension had been paid into his bank account without his knowledge.  

· He had specifically instructed Banners to write and state that those sums were not accepted as his correct entitlements from the Scheme.  

23. In a letter to Banners dated 14 February 2000, Aon acknowledged Mr Turner’s concerns over the level of his benefits but declined to investigate the accuracy of the calculations any further without any evidence that they may have been incorrect in some way.

24. On 12 December 2000, Mr Turner invoked the Scheme’s Internal Dispute Resolution (IDR) procedure and complained under several headings.  In a Stage 1 IDR decision letter dated 10 January 2001, the Appointed Person upheld one of Mr Turner’s complaints in that he agreed that Aon had not handled the award of his benefits from the Scheme in a prompt or proper manner and considered that he had received an unacceptably poor standard of service.  Aon had been asked to consider making a payment of an amount of compensation to Mr Turner in recognition of the serious delays in the awarding of his benefits.

25. On 19 January 2001, Aon apologised to Mr Turner and stated that arrangements had been made to send a payment of £250 to him as a gesture of goodwill.

26. Mr Turner declined Aon’s offer and invoked Stage 2 of the Scheme’s IDR.  The trustees of the Scheme considered Mr Turner’s complaints in a meeting on 20 March 2001 but agreed that the Stage 1 IDR decision letter of 10 January 2001 should stand.

27. In a formal response to the complaint dated 3 September 2001, Aon stated that:

· It had taken longer than it should have to give Mr Turner an explanation of how his pension benefits were calculated.

· It had no record of notifying any other parties that Mr Turner was in receipt of a pension from the Scheme, and it was not its practice to do so.

· Mr Turner had been notified in advance of the benefits which were to be paid into his bank account by Aon’s letter of 18 January 2000.

· Aon denied being disrespectful of Mr Turner at any time.
28. To an enquiry about Mr Turner’s assertion that Aon had informed the Council that he was in receipt of a pension from the Scheme before any payments had been received, the Council stated that:

· On 16 August 1999, Mr Turner had given the Council a copy of Aon’s letter to Banners of 1 July 1999 and a copy of Banners covering letter to Mr Turner dated 9 July 1999 which had enclosed the copy of Aon’s letter.*

*
Mr Turner has since stated that he did not provide the copies of the letters to the Council and that he now believes that they must have been sent by Banners.  He says that he was given copies of the letters by the Council.

· On 23 September 1999, Banners had written to the Council about a decision which it had made to withdraw Mr Turner’s housing benefits and had stated that:

“We are acting for Mr Turner’s behalf in connection with a claim relating to Mineworkers Pension.  Despite many requests being made during virtually a 12 month period, neither this firm nor Mr Turner has any definite details of the pension he is due to receive.  As far as we are aware, he is not receiving any of the pension as at today’s date.”

· In a letter to Banners dated 8 October 1999, the Council stated that:

“In view of the letter received from the Mineworkers Pension Scheme Mr Turner’s benefit will be calculated, including the figures quoted by them as his weekly pension and back pay, for the time being on the grounds that he could be receiving this income if he wanted to.”

29. A similar enquiry to the DSS established that any correspondence for Mr Turner in 1999 had since been destroyed but its computer records reflected the same Scheme benefit information as in Aon’s letter of 1 July 1999.  The DSS suggested that this information could have been provided by the Council, as there is an obligation between the two bodies to share such information.

30. Aon has stated that a number of changes had been made in September 1999 and, as a result of these changes, a balance payment was no longer required from Windsor Life.  The payment received in July 1998 was deemed to have met the full cost of Mr Turner’s reinstatement.

31. On 26 November 2001, Mr Turner provided some details taken from material provided by the Scheme for members reinstated back into the Scheme after been miss-sold personal pension policies.  Mr Turner asserted that his reinstatement had only provided him with an accrual rate of 1/90th of earnings for each year of pensionable service in the Scheme, whereas improvements made to the Scheme had increased the accrual rate to 1/80th of pensionable service.

32. Aon state that as a result of the valuation carried out as at 1 April 1990, the accrual rate of the Scheme was changed from 1/90ths to 1/80ths, but only for active members of the Scheme as at the date of the valuation.  Mr Turner has said that he believes that the improvement benefit accrual rate of the Scheme was dependent upon the date on which a member started drawing his pension.  

CONCLUSIONS

The First Complaint

33. Mr Turner’s normal retirement date in the Scheme was 12 May 1999.  Mr Turner was first informed by Aon of his benefit entitlements in a letter addressed to Banners dated 1 July 1999.  The Occupational Pension Schemes (Disclosure of Information) Regulations 1996, requires that a member be informed of a benefit before, or within one month, of the date on which that benefit becomes payable.  Aon’s failure in this respect constituted maladministration.  Mr Turner suffered injustice because of Aon’s maladministration in that he was left unaware of his re-instated benefit entitlements from the Scheme.  I uphold the First Complaint.

The Second Complaint

34. Banners asked Aon for details of the calculations of Mr Turner’s benefit entitlements on 16 August 1999.  The calculations were provided by Aon to Banners on 7 January 2000.  Aon’s failure to provide reasonably requested information in a timely manner constituted maladministration.  Aon’s maladministration caused Mr Turner non-financial injustice in that he suffered continued uncertainty about the correct levels of his benefit entitlements from the Scheme.  I uphold the Second Complaint.   

The Third Complaint

35. Mr Turner did not receive the payment of his benefits from the Scheme until January 2000, some eight months after his retirement date of 12 May 1999.  The failure by Aon to pay Mr Turner his benefits when due constituted maladministration.  Mr Turner suffered financial loss because of Aon’s maladministration by not having the use of his benefits.  In my judgement, in the circumstances of this case, it is equitable that Mr Turner should be recompensed for the financial loss sustained during the whole of the delay period.  I uphold the Third Complaint.

The Fourth Complaint

36. Investigation indicated that Mr Turner provided the Council with a copy of Aon’s letter of 1 July 1999 about his benefit entitlements from the Scheme but Mr Turner now believes that it was Banners who provided the copy, and that the Council probably informed the DSS of the situation.  Aon has denied that it wrote to either the Council or the DSS and there is no evidence that Aon wrote to any unauthorised party.  I do not uphold the Fourth Complaint.  

The Fifth Complaint

37. Aon’s letter of 18 January 2000 informed Mr Turner that his benefits from the Scheme were to be paid into his bank account.   Mr Turner has stated that he did not receive this letter until after the payments were made on 20 and 28 January 2000.  Even so, Mr Turner did not suffer any injustice.  I do not uphold the Fifth Complaint.

The Sixth Complaint

38. Investigation has established that Windsor Life’s special transfer value of £35,749.35 to the Scheme for Mr Turner’s re-instatement was deemed in September 1999 to have been sufficient, and a balance of premium was not required.  The Security Investment Board’s review of Mr Turner’s personal pension policy miss-sale did not permit a partial re-instatement to the Scheme.  I am satisfied Mr Turner did not suffer any loss of benefits from the Scheme because of any shortfall in the cost of his re-instatement.  I do not uphold the Sixth Complaint.  

The Seventh Complaint

39. The improvement of the benefit accrual rate of the Scheme from ninetieths to eightieths did not apply to Mr Turner.  The improvement applied only to contributing members of the Scheme as at the valuation date of 1 April 1990.  Mr Turner left service on 22 March 1987 and his status in the Scheme at that date was that of a non-contributing deferred member.  The improvement to the benefit accrual rate was not dependent upon the date a member could draw his pension from the Scheme.  I am satisfied that Mr Turner’s benefit entitlements from the Scheme were properly calculated by Aon, as detailed in its letter to Banners of 7 January 2000.  I do not uphold the Seventh Complaint.

40. Mr Turner says that he suffered distress because Aon’s attitude in its dealings with him, but I do not see any evidence of any improper attitude or disrespect shown against him in Aon’s correspondence.   
DIRECTIONS

41. I direct that, within 14 days of the date of this Determination, Aon shall pay to Mr Turner simple interest, calculated using the base rate for the time being quoted by the reference banks, on the lump sum benefit of £6,976.96 from 12 May 1999 to 20 January 2000, and on the arrears of pension benefit from 12 May 1999 calculated from the due dates of the monthly instalments to 28 January 2000.

42. In addition, within 14 days of the date of this Determination, Aon shall also pay to Mr Turner the sum of £250 as appropriate redress for the non-financial injustice caused by its maladministration identified above.  

DAVID LAVERICK

Pensions Ombudsman

28 May 2002
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