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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN

Complainant
:
Ms P Thompson

Scheme
:
Teachers' Pension Scheme (the Scheme)

Respondent
:
Teachers Pensions (the Administrator)

THE COMPLAINT (3 September 2001)

1. Ms Thompson complains that the Administrator caused unnecessary delays in processing her request for a guaranteed statement of entitlement and a request for the payment of a transfer value.  She claims to have suffered injustice as a result of this maladministration in the form of 2 years 145 days lost added years.

RELEVANT LEGISLATION

The Scheme is a statutory scheme and in the context of this complaint is governed by the Pension Schemes Act 1993 and the Occupational Pension Scheme (Transfer Values) Regulations 1996.

The Occupational Pension Schemes (Transfer Values) Regulations 1996

Guaranteed Statements of Entitlement and Calculation of Transfer Values

Regulation 6 Guaranteed statements of entitlement

(1) The guarantee date in relation to a statement of entitlement such as is referred to in section 93A of the 1993 Act (salary related schemes: right to statement of entitlement ) must be within a period of three months beginning with the date of the member’s application under that section for a statement of entitlement, or, where the trustees of the scheme are for reasons beyond their control unable within that period to obtain the information required to calculate the cash equivalent mentioned in section 93A (1) of the 1993 Act, within such longer period as they may reasonably require as a result of that inability, provided that such longer period does not exceed six months beginning with the date of the member’s application.

(2) The guarantee date must be within the period of ten days (excluding Saturdays, Sundays, Christmas Day, New Year’s Day and Good Friday) ending with the date on which the statement of entitlement is provided to the member.
Pension Schemes Act 1993

Section 99 (1) Where

(a) a member has exercised the option conferred by section 95; and

(b) the trustees or managers of the scheme have done what is needed to carry out what the member requires,

   the trustees or managers shall be discharged from any obligation to provide benefits to which the cash equivalent related except, in such cases as are mentioned in section 96(2), to the extent that an obligation to provide such guaranteed minimum pensions or give effect to such protected rights continues to subsist.

(2)Subject to the following provisions of this section, if the trustees or managers of a scheme receive an application under section 95, they shall do what is needed to carry out what the member requires-

(a) in the case of a member of a salary related occupational pension scheme, within 6 months of the guarantee date, or (if earlier) by the date on which the member attains normal pension age.

(b) in the case of a member of any other occupational pension scheme, within 6 months of the date on which they receive the application, or (if earlier) by the date on which the member attains normal pension age, or

(c) in the case of a member of a personal pension scheme, within 6 months of the date on which they receive the application.

MATERIAL FACTS

2. Ms Thompson started teaching on 1 September 1975 at The Abbey School, Reading, an independent school.  She was employed as a teacher there until 31 August 1979 when she joined Norwich High School for Girls, owned and administered by The Girls’ Day School Trust.  On 31 August 1997 she left the scheme to study for an MSc degree at which point she had accumulated 22 years continuous service in the Scheme.

3. Ms Thompson then gained new employment with the Civil Aviation Authority (the CAA) and became eligible to join the CAA Pension Scheme on 16 November 1998.  On 5 January 1999 the CAA requested transfer details from the Administrator who replied on 22 January 1999 seeking clarification of whether the CAA Pension Scheme was a ‘club scheme’.  Club schemes are those within a group of public service schemes which allow scheme members to transfer benefits on a like for like basis.  The CAA replied on 29 January 1999 confirming that it was not a ‘club member’.   Mrs Thompson argues that the Administrator should have found out more quickly whether the CAA Scheme was a ‘club’ member.

4. On 22 February 1999 the CAA received a letter dated 18 February 1999 from the Administrator confirming that it was awaiting GMP details.  On 11 March 1999 the CAA received a letter dated 5 March 1999 from the Administrator saying that it was seeking clarification regarding Ms Thompson’s ‘actual’ employer.  By 15 April 1999 the Administrator had resolved the ‘employer’ query but confirmed to the CAA that it was still awaiting GMP details.

5. It was not until 4 August 1999 that the Administrator was able to forward a guaranteed statement of entitlement to the CAA.  The Administrator, in its response, has claimed that to a large extent the reason for the delay in issuing a guaranteed statement was outside its control.  It has stated that an integral part of the transfer calculation involved obtaining the Guaranteed Minimum Pension (GMP) figure from the Contracted Out Employer’s Group at the Contributions Agency.  A complication arose, as the Contributions Agency were unable to provide a complete GMP figure based on all of Mrs Thompson’s service.

6. On 30 August 1999 the CAA provided details to Ms Thompson of the benefits to be secured in the CAA Pension Scheme.  It confirmed that the added years to be awarded would be 15 years 34 days.  This quotation was guaranteed for three months, until 30 November 1999.

7. On 30 September 1999 the CAA Pension Scheme requested a cheque for the transfer value from the Administrator.  The CAA have confirmed that it did not receive this until 11 January 2000, although the cover letter was dated 30 November 1999.  The cheque received was for the value of £91,623.90.

8. The Administrator has said that Ms Thompson’s case was processed on 30 November 1999 but it then had to be checked and the payment authorised.  Unfortunately, due to volumes of work at that time the payment was not authorised until January 2000.  The Administrator admits that date of the covering letter should have been changed.

9. At the end of October 1999 the CAA were advised of an increased salary for Ms Thompson.  It has said that had the transfer payment been received before the salary increase had been advised, Ms Thompson would have been awarded the service credit that had been quoted to her ie 15 years 34 days.  It has added that had the transfer payment been received before the expiry of the guarantee period, the service credit would have been recalculated using the higher salary resulting in an award of only 13 years 291 days.

10. The CAA has also stated that it could not maintain the rates used in its original quotation as the transfer payment was received outside the three month guarantee period and given the poor state of the market at the time the payment was finally received in January 2000 Ms Thompson’s service credit had been further reduced to 12 years 254 days.

11. The CAA wrote to Teachers Pensions on 21 January 2000 asking the question:

“I am therefore writing to you for your comments regarding the delays that have occurred which have prevented the transfer being concluded at a time when market conditions were more favourable and when Ms Thompson’s salary was lower.

I realise that you kept us informed of the position reasonably regularly and were not aware of impending salary awards or future market conditions however the fact remains that a transfer process which commenced on January 1999 has taken a year to conclude and the delay has resulted in Ms Thompson securing less service in the Civil Aviation Authority Pension Scheme which will affect her pension in future.”

12. The Administrator replied on 22 March 2000 saying:

“…our procedures are such that it would not have been possible for us to make payment prior to 30 November 1999.  We have a time scale, agreed with the Department for Education and Employment (DfEE) on whose behalf we administer the teachers’ scheme, within which we try to make payment of transfer values.  This time scale allows us 61 days from the date we receive the signed discharge form 350 in which to make the payment.  Whilst we regularly achieve this target I agree that on this occasion there was a delay after the calculation was produced as our records show that we took a total of 64 days in which to complete our actions.  “

13. The Administrator has said that contributions made in the fiscal years 1995/1996 and 1996/1997 could not be assimilated and further enquiries both to Mrs Thompson and to her former employer had to be made.  It was only as a result of gaining this new information that the Contributions Agency could be contacted for the correct GMP figure, allowing the issue of the guaranteed statement.  

14. It denies that it caused an initial delay by not finding out quickly enough whether the CAA scheme was a ‘club’ member or not.  It has said that the time lapse between the application being made on 5 January 1999 and an enquiry being made on 22 January 1999 was not ‘excessive’.  It has argued that the CAA should have advised it of concerns over the timing of the payment on 4 October 1999 when the acceptance was received.

CONCLUSIONS

15. Ms Thompson complains that the Administrator caused unnecessary delays in processing her request for a guaranteed statement of entitlement and a request for the payment of a transfer value.  She has claimed that these delays caused her to lose 2 years and 145 days added years.

16. The statutory period for the issue of a guaranteed statement of entitlement is 3 months from the date of the member’s application under Regulation 6 of the Occupational Pension Schemes (Transfer Values) Regulations 1996.  If, for reasons beyond the control of the trustees or managers of the transferor scheme, this time period cannot be met, the Regulations provide for a further three months in which the guaranteed statement can be issued.

17. The CAA made an application on behalf of Ms Thompson on 5 January 1999 which was received by the Administrator on 8 January 1999.  The Administrator therefore had until 5 April 1999 to provide a guaranteed statement of entitlement.  However, it was not issued until 4 August 1999.  Whilst, as mentioned, there is provision within the Occupational Pension Scheme (Transfer Values) Regulations for trustees or managers to extend this period to 6 months, the Administrator failed to provide a guaranteed statement even within the extended 6 month period.  The failure by the Administrator to issue the guaranteed statement within the statutory timescale does constitute maladministration and I therefore uphold the first part of Ms Thompson’s complaint.

18. In accordance with section 99(2)(a) of the Pension Scheme Act 1993 payment of a transfer value must be made within 6 months of the guarantee date.  The guarantee date for this purpose was 4 August 1999.  The Administrator therefore had to ensure that payment was made by 4 February 2000.  The Administrator did authorise the payment in early January 2000 and the CAA have confirmed that it did receive the payment on 11 January 2000.  The payment was therefore made within the statutory timescale and no maladministration can be attached to the Administrator.  Consequently, I do not uphold the second part of Ms Thompson’s complaint.

19. Ms Thompson complains of financial loss in that her service credit has been reduced from 15 years 34 days given in the quotation provided by the CAA to the resultant 12 years 254 days.

20. The CAA have confirmed that it would have maintained the rates used in its quotation to Ms Thompson for three months, ie until 30 November 1999.  Had it received the transfer payment before 30 November 1999, it would have maintained the same rates used but because of the revised salary figure that it had been made aware of, its calculation of added years would have been reduced to 13 years 291 days.

21. The CAA has also confirmed that the further reduction in the added year award was due to the poor state of the market at the time payment was actually received.

22. There is no evidence to suggest that the situation would have been any different had the guaranteed statement of entitlement been issued by an ‘extended’ due date of 5 July 1999 (ie within 6 months of Mrs Thompson’s application).  I cannot see, therefore, that there was any injustice caused by its delayed issue.  However, I do accept that Ms Thompson was inconvenienced by that delay and make a direction regarding that matter below.

DIRECTION

23. I direct that the Administrator pays to Ms Thompson, within the next 28 days, the sum of £100 as compensation for inconvenience caused.
DAVID LAVERICK

Pensions Ombudsman

3 September 2002
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