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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN

Applicant
:
Mr M J Ridsdale

Scheme 
:
MS International plc Retirement & Death Benefit Scheme ( the transferor scheme)

Local Government Pension Scheme (the receiving scheme)

Respondents
:
Trustees of the MS International plc Retirement & Death Benefit Scheme (the Trustees)

TAG Wealth Management (formerly The Advisor Group)-administrator of the transferor scheme (TAG) 
East Riding of Yorkshire Council (the receiving scheme manager)

MATTERS FOR DETERMINATION

1. Mr Ridsdale complains about delays by the Trustees, TAG and the receiving scheme manager in processing his request for a transfer value.  Mr Ridsdale is claiming to have suffered injustice in the form of financial loss as a result of the alleged maladministration.  

2. Some of the issues before me might be seen as complaints of maladministration while others can be seen as disputes of fact or law and indeed, some may be both.  I have jurisdiction over either type of issue and it is not usually necessary to distinguish between them.  This determination should therefore be taken to be the resolution of any disputes of facts or law and/or (where appropriate) a finding as to whether there had been maladministration and if so whether injustice has been caused.

LEGISLATIVE BACKGROUND 

3. Section 93A of the Pension Schemes Act 1993 provides that a member of an occupational pension scheme can ask for a statement of the cash equivalent of his accrued rights under the scheme.  The date at which such a cash equivalent is calculated is called the guarantee date.  The guarantee date must be within the period of 10 days ending with the date on which the statement of entitlement is provided to the member.
  The statement of entitlement must normally be provided within three months of the member’s request for such a statement although if the Trustees, for reasons beyond their control cannot obtain the required information within that time it can be extended up to a maximum of six months.
 

4. A member must make a relevant application (ie one that is in writing and which specifies the way in which the cash equivalent is to be used, for example, notifying the scheme to which it is to be transferred and which is willing to accept such payment).
  By making an application in this way a member acquires the right to that guaranteed cash equivalent.
 

5. A member may notify the trustees that he wishes to take the cash equivalent by acquiring transfer credits allowed under the rules of another occupational pension scheme.
 

6. Where a member exercises his option the trustees are under a duty to do what is needed to effect the transfer within six months of the guarantee date.
  Where a transfer has been effected in that way, the trustees are discharged from any obligation to provide benefits to which the cash equivalent related except to the extent that an obligation to provide such guaranteed minimum pensions or to give effect to such protected rights continues to subsist.

MATERIAL FACTS

7. TAG administers the Scheme on behalf of the Trustees.  In a telephone call to my office TAG say that as Independent Financial Advisers they do not lie within my jurisdiction.  The Trustees however say that TAG carried out administrative duties for the scheme and my investigation bears that out.  As the administrators TAG do lie within my jurisdiction.

8. Mr Ridsdale was appointed to a job with North Lincolnshire Council on 22 April 1997 and was automatically admitted to the receiving scheme.  He was issued with a form on admission but did not complete the part of the form, which asked him if he wished to consider a transfer of any accrued benefits.  According to Mr Ridsdale, it was only when he queried the position in September 1997 that he was told that he had omitted to sign the relevant section, that his original form had been lost and that he should submit another one, which he did on 25 September 1997 when he indicated he did wish to seek to transfer his benefits into the receiving scheme.

9. On 29 September 1997 the receiving scheme manager wrote to Mr Ridsdale’s former employer, MS International plc asking for details of the available transfer value to allow them to calculate a quotation of what benefits that value would purchase if transferred into the receiving scheme.   A reply was not received and an ‘urgent’ reminder was issued on 9 December 1997.

10. TAG has been unable to confirm precisely when in January 1998 Mr Ridsdale telephoned them and requested a transfer value.  However, Friends Provident has confirmed that it received a request for a quotation from TAG on 21 January 1998.  On 28 April 1998 TAG provided Mr Ridsdale with a transfer quotation of £42,648, dated 21 April 1998 that had been provided by London & Manchester (now Friends Provident).  The quotation was guaranteed until 21 July 1998.  He was asked to complete and return the discharge form to TAG.  Mr Ridsdale signed the discharge form on 4 May 1998 but returned it to Friends Provident.  Although it is not clear when this form was received by Friends Provident, TAG have told me that Friends Provident sent it to them on 11 June 1998.  

11. Mr Ridsdale had not provided details of the receiving scheme and TAG have confirmed that they had to write back to Mr Ridsdale on 16 June 1998 for this information.  Mr Ridsdale provided these details and TAG forwarded the discharge form onto the Trustees for their agreement, which they gave on 19 June 1998.

12. On 15 June 1998 a technical change was made to the calculation of Minimum Funding Requirements (MFR) basis as set out in a Guidance Note (GN 27).  

13. On 25 June 1998 the receiving scheme manager received a letter dated 24 June 1998 from TAG requesting the signing of the discharge form enabling the transfer to proceed.  The receiving scheme manager has said that it had no details at that time of the transfer quote that had been provided, despite having made several requests and further says that an urgent telephone call was made to TAG requesting transfer details so that a service credit could be given to Mr Ridsdale.  TAG has said that a copy of the guaranteed statement of entitlement (GSE) dated 21 April 1998 was sent to the receiving scheme manager on 15 July 1998.  

14. On 17 July 1998 the receiving scheme manager prepared a service credit quote of 16 years and 361 days.  This was issued with a transfer-in option form to the member on 20 July 1998.  The receiving scheme manager has commented that an applicant could not be expected to consent to a transfer until having received details of the service credit a receiving scheme may provide.

15. The ‘transfer-in’ option form was not signed by Mr Ridsdale until 25 July 1998 and not received by the receiving scheme manager until 27 July 1998.  The receiving scheme manager sent this to TAG on 12 August 1998.  TAG then forwarded this to Friends Provident on 7 September 1998.  Friends Provident confirmed with TAG on 8 October 1998 that the transfer could not proceed because the completed discharge form had not been provided by the receiving scheme manager.  The receiving scheme manager received a request for the discharge form from TAG on 12 October 1998 but did not provide this until 14 January 1999.

16. On 26 February 1999 Friends Provident told the receiving scheme manager that as the guarantee period had expired the original transfer could not be paid and quoted a revised figure that was £3023 lower and with a guarantee expiry date of May 1999.

17. The receiving scheme manager issued revised service credit figures to Mr Ridsdale by letter dated 15 March 1999 and he returned the option form to proceed with the transfer.  On 19 March 1999 the payment request for the revised transfer was sent to Friends Provident and Mr Ridsdale.

18. Mr Ridsdale telephoned the receiving scheme manager on 9 April 1999 expressing concern over the delay.  The receiving scheme manager received a transfer value cheque from Friends Provident on 19 April 1999 for £39,625 and a letter confirming the actual service credit purchased by the transfer was sent to Mr Ridsdale on 20 April 1999.  Mrs Ridsdale was awarded 14 years 111 days service credit.

19. I have been told by Watson Wyatt the scheme actuaries that the revised transfer value that was eventually paid was adjusted from the original quotation as follows:

“Ageing    plus £2,480

Market movements less £1,136

MFR change   less £4,367”

20. The receiving scheme manager has told me that to provide Mr Ridsdale with the lost service credit of 2 years 250 days that he is claiming would cost £11,288.58, this figure having been calculated using the market level indicators for January 2004.  

CONCLUSIONS

21. The date on which Mr Ridsdale requested the Trustees for a statement of transfer value is far from clear.  It was certainly no earlier than 29 September 1997 when the receiving scheme sent on his request.   They, however, sent it on to his former employer rather than to the trustees.  As a request for a quotation was received by Friends Provident from TAG on 21 January 1998 it can only be assumed that TAG had received a request either on or before that date.  

22. No statement was issued until 28 April 1998 and this is outside the three-month time limit provided by the legislation.  No satisfactory explanation has been offered as to why that statement could not have been issued within the statutory time scale.  The guarantee date was 21 April 1998.  The Statement was provided to him within 10 days of the guarantee date.

23. There would appear to be many factors contributing to the sluggish way in which Mr Ridsdale’s request for payment was processed.

24. Mr Ridsdale exercised the option to transfer in accordance with section 95 of the Act by signing the discharge form.  While there was some delay in that reaching TAG (because he sent it to Friends Provident) it was with the Trustees by 19 June thus securing right to a guaranteed cash equivalent as prescribed under section 94 (1) (aa) of the Act.   The Trustees had until 20 October 1998 to arrange for payment.  

25. Although TAG provided the receiving scheme manager with the discharge form on 24 June 1998 it had failed to provide details of the quote given in the guaranteed statement.  This meant a further delay, as the receiving scheme manager did not receive the quote until 15 July 1998.

26. It was because of this delay that the receiving scheme manager was unable to calculate a service credit quote and provide it to Mr Ridsdale until 20 July 1998.

27. Mr Ridsdale returned the completed form agreeing to the quote on 25 July 1998 but the receiving scheme manager delayed sending it to TAG until 12 August 1998 and failed to enclose the essential discharge form.  

28. This caused a further delay, as Friends Provident was unable to make payment without it.  Although the form was again requested on 9 October 1998 the receiving scheme manager failed to provide it until 14 January 1999 by which time it was too late to arrange for payment.  The subsequent statement of entitlement that Mr Ridsdale ended up receiving in payment had been reduced, partly to reflect the MFR change.  However, this does not affect the guaranteed value issued on 21 April 1998.  

29. I can see that there was a combined failure on the parts of both the receiving scheme manager and TAG that caused the delay that prevented Mr Ridsdale’s transfer from being paid on time.  TAG was largely responsible for the transfer not being paid before the expiry of the first quotation on 21 July 1998.  The receiving scheme manager however was largely responsible for the delay between July 1998 and January 1999 when a revised quotation had to be re-issued.  On this basis I apportion liability equally between the scheme manager and TAG.

DIRECTION

30. Within 28 days of this determination, the receiving scheme manager should invoice TAG for one half of the cost of awarding Mr Ridsdale an extra 2 years 250 days service credit.  TAG should make payment of their share of that cost to the receiving scheme manager within 28 days of receipt of that invoice.  The receiving scheme manager should pay the balance of that cost and make the service credit within a further 28 days.   

31. Both TAG and the receiving scheme manager should also arrange to each pay Mr Ridsdale the sum of £100 within the next 28 days to redress the distress and inconvenience suffered.
DAVID LAVERICK

Pensions Ombudsman

15 June 2004
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