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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE DEPUTY PENSIONS OMBUDSMAN
	Applicant
	:
	Mr S Rigby

	Scheme
	:
	Teachers' Pension Scheme (the Scheme)

	Respondents
	::
	Teachers’ Pensions (TP)

Norwich Union


MATTERS FOR DETERMINATION 

1. Mr Rigby complains that maladministration by TP and Norwich Union caused him to suffer a financial loss when transferring his funds from Norwich Union to the Scheme. 

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 fact or law and/or (where appropriate) a finding as to whether there had been maladministration and if so whether injustice has been caused.

MATERIAL FACTS

3. Regulation F4 of the Teachers’ Pensions Regulations 1997 (the Regulations) provides for the acceptance of transfer values into the Scheme.  Regulation F4(4) requires such a request to be made within 12 months of joining the Scheme.

4. Mr Rigby joined the Scheme on 1 May 1995, and applied on 4 April 2002 to have accrued pension credit with Norwich Union transferred to the Scheme.  Regulation F4(4) required him to have made such a request by 30 April 1996.  

5. TP’s investigations had revealed that it was due to an oversight of the employer that Mr Rigby had made what was essentially a late transfer request and as such exercised their discretion and allowed the application to proceed.

6. Policies held by Mr Rigby with Norwich Union were all written under Section 591(2)(G) of ICTA 1988.  Policies ET340652 and ET340276 are Section 32 Policies containing a guaranteed minimum pension (GMP) element, and Policy FER406609 is a separate policy with no GMP element. 

7. On 7 March 2002, Mr Rigby telephoned Norwich Union for estimated fund value at maturity date and an estimated current transfer value.  Unguaranteed values were provided to Mr Rigby on 11 March 2002 as follows:

FER406609
£44977.41 (current fund and transfer value)

ET340652
£1335.43 (current fund and transfer value)

ET340276
£24270.40 (current fund value) and £24400.03 (current transfer value)

8. On 15 March 2002, TP issued Mr Rigby with a transfer application pack.  Part A of the application provided guidance on completing the application.  Under the section headed ‘points to note’ item 3 stated:

“Part B and C of pack 449 must be fully completed in order for your request to be processed.  If they are not completed in full they will be returned to you.”

9. On 4 April, Mr Rigby returned the application pack to TP with a covering letter which stated:

“Further to my telephone conversation of 15 March 2002 I enclose relevant documentation in respect of consideration for the transfer of existing pension credits to the TPS scheme.

As previously discussed with you I enclose letter from the Nottingham University regarding the delay in making this application.”

10. Part C of the application stated that it had to be completed by the previous pension provider.  However, Mr Rigby did not arrange for this part to be completed as required before returning it as requested to TP.

11. TP says that it has an established process for dealing with applications.  Part C of its application form which is sent to the applicant needs to be completed by the previous pension provider and refers to dates of membership of the former scheme, contracted out membership, GMP at date of leaving, any revaluation and whether any GMP accrued since 17 May 1990 had been equalised.  Once TP receive those details the member’s GMP is calculated up to the date of calculation which TP then takes into account when offering a transfer credit.   On receipt of Mr Rigby’s application, TP then set about corresponding with Norwich Union for this information.

12. On 16 April 2002, TP wrote to Norwich Union:

“Mr Rigby has asked to look into the possibility of transferring the policies into the Teachers’ Pension Scheme.  To enable us to proceed with this enquiry 

please provide the following information.

Type of Inland Revenue for each of the policies

Any Protected Rights/Post 97 Rights included in each transfer value provided

Amount of Post 97 Rights if any.” 

13. On 25 April, TP received transfer quotations from Norwich Union.  On 9 May, Norwich Union received a request from TP to complete form CA1580 necessary for the Contributions Agency to provide GMP details.  Norwich Union respond by saying that the GMP figures were as previously stated. On 28 May, TP wrote to Norwich Union again requesting GMP details which Norwich Union again provided on 17 June.

14. On 31 May, TP provided Mr Rigby with a service credit of 8 years 30 days for policy FER406609.

15. On 21 June, TP contacted Norwich Union to confirm transfer value figures which Norwich Union provided by facsimile on 24 June.

16. On 21 July, Norwich Union reduced its bonus rates.

17. On 7 August, TP provided Mr Rigby with service credit estimate of 5 years 228 days for policies ET340276 and ET340652.  

18. On 29 August, Mr Rigby informed TP that his transfer value had been reduced and on 5 September 2002 Norwich Union sent, by facsimile, to TP, a transfer value figure of £64,395.72.  On 10 September 2002, TP received Mr Rigby’s agreement to transfer, a transfer value of £64,717.89 and provided him with a total service credit of 12 years 180 days.

19. Mr Rigby complained about the reduced transfer value through the Scheme’s internal disputes resolution (IDR) procedures prior to bringing his complaint to my office. 

20. A further chronology of events is set out in the Appendix to this Determination.

SUBMISSIONS FROM MR RIGBY

21. Having suffered a reduced transfer value during July, Mr Rigby’s IFA advised him to revisit all aspects of his retirement planning including new values at Norwich Union for 60, 62 and 65 years of age.  

22. Had all the policies been processed before 21 July 2002, the Norwich Union fund would not have suffered a reduction.

23. Mr Rigby has told me that, when he returned the application form on 4 April 2002, he was primarily concerned with providing the information from Nottingham Trent University that would allow TP to further consider treating his application as a ‘late application’ and therefore allowable, and explains that he did not therefore arrange for the completion of part C before returning the application to TP.
SUBMISSIONS FROM TP

24. Mr Rigby joined the Scheme on 1 May 1995 and applied in 2002 for a transfer.  Regulation F4(4) of the Regulations provides such a request to be made within 12 months after the day on which the applicant entered pensionable service.  Discretion was applied in this case, to allow what was a late transfer request, because the employer had admitted that, due to an oversight on its part, it had failed to provide Mr Rigby with relevant information.  

25. Although there were three policies involved, a service credit award could only be provided on one of them, as GMP details were required on the other two.

26. The bulk of transfers dealt with by TP are ‘club’ transfers and there is an established practice for dealing with applications requiring certain information to be supplied, and part C of the application pack is relevant in this respect.

27. The transfer-in process requires that TP obtain dates of contracted out service and the GMP at the date of leaving the previous employer’s scheme. On receipt of these details the calculation system works out the member’s GMP up to the date of calculation which is then taken into account in the transfer credit offered.

28. The Norwich Union letter dated 11 March 2006 stated that the policy would provide a GMP of £3,657.72 a year at age 65 (and a widower’s GMP of £1,783.86) as the minimum that must be provided.  As there was no indication in that letter, or the letter of 23 April 2002, of the information required, TP had to then liaise further with Norwich Union.

29. The TP letter of 16 April 2002 is a standard request for confirmation of the tax status and policy type of the ceding scheme.  The reference to ‘Protected Rights’ was made in the belief that the policies were personal pensions.  The telephone call of 2 May confirmed that the policies were Section 32 policies.

30. Following receipt of the reply dated 23 April 2002, TP issued letters with contracting out details (form CA150) on 2 May 2002.  TP continued to ask for this information until it was eventually provided on 17 June 2002.  

31. With hindsight, matters could have been handled differently.  Norwich Union could have explained that there was no post 1988 GMP and provided the relevant period of service at an earlier stage.

32. Part C of the application pack sent to Mr Rigby requested that it be completed by the previous pension provider.  This had not been completed but, in good faith, TP requested these details from Norwich Union on his behalf.  Had Mr Rigby forwarded part C to Norwich Union there would have been no delay in processing the transfer.

33. The documentation from Norwich Union states that the values quoted could not be guaranteed.  Mr Rigby’s entitlement with Norwich Union was ‘money purchase’ and is dependant on the value of the pension ‘pot’ which cannot be predetermined. 

34. The decision taken by Norwich Union on 21 July 2002, to change the basis of their calculation was outside the control of TP and, even had the transfer been processed earlier, there was no guarantee that it would have been completed by 21 July.

35. TP deny administrative delays on their part as being the cause of the reduced fund value and claim it was reduced for reasons completely outside their control.  They say that they should not therefore be directed to make up any shortfall in this case and that for the Ombudsman to make such a direction would be setting an unwelcome precedent, in that any member whose fund drops in value could cite administrative delays. 

SUBMISSIONS FROM NORWICH UNION

36. It has always been made clear that illustrations provided could not be guaranteed.  

37. Mr Rigby had previously, on 7 March 2002, requested both transfer values and estimated maturity values at normal retirement date, suggesting that he was considering both transferring and taking benefits with Norwich Union.    

38. TP’s request of 16 April 2002 asked for details of any protected rights money in the policies.  Norwich Union replied on 23 April 2002 providing full details.  Such contracted out benefits as the policies held were in the form of GMP, not protected rights, and full GMP details were set out.  They were, as standard practice, revalued to show what they would be at 65.  The value of the widow’s GMP was also set out together with the applicable revaluation percentage.

39. The information provided in the illustration is entirely standard.  There was no indication that TP wanted the GMP figure before revaluation and, in any event, that figure and the relevant service period would have been evident from the widow’s GMP details provided in the original illustration.  Widow’s GMP is 50%, and the 8.5% revaluation rate only applies to pre 1988 GMP.

40. That explains why, in their response of 2 May 2002, Norwich Union stated that there was no need to approach the Contributions Agency to ask what the GMP figure was; accurate GMP details had already been provided.

41. TP’s letter of 28 May 2002 requested pre- and post-6 April 1988 GMP split but, as stated above, it was self evident from the illustration that the GMP was all pre-1988.

42. With hindsight, the matter could have been dealt with more effectively.  For example, if TP had made it clear from the outset that they needed the original GMP figure and dates of service, this information would have been provided to them.  As it was, Norwich Union provided timely, clear answers to their questions.  In fact, all the information they needed was included in the original illustration.

43. Partially completed discharge forms were not received until September 2002, despite the parties having provided all information requested in April 2002.  Subsequent requests for information made between April and June 2002 were answered promptly and, once fully completed papers were received, the transfer value was paid promptly. 

44. Norwich Union received a request from Mr Rigby, on 16 August 2002, for maturity values at ages 60, 63 and 65 suggesting that Mr Rigby had not, even at this stage, reached a firm decision as to whether he wished to transfer the policies to the Scheme or remain with Norwich Union.  This was after the reductions in the transfer value had taken place, and he did not sign the ‘Form of Discharge’ until 9 September 2002.

CONCLUSIONS

45. TP issued Mr Rigby with a transfer application pack on 11 March 2002, but a transfer payment of £64,717.89 was not made until September 2002 following a bonus reduction applied by Norwich Union on 21 July 2002.  It must therefore be decided whether there was any unnecessary delay before 21 July 2002 and that, had it not been for that delay, the transfer could have been processed before that date.

46. Although Mr Rigby is disappointed that his eventual transfer value was less than the figures quoted by Norwich Union on 11 March, these figures were not guaranteed and Mr Rigby was not automatically entitled to the total value then quoted.

47. Further, the Occupational Pension Schemes (Transfer Value) Regulations 1996 allow trustees or managers of a money purchase scheme to pay a transfer value within six months of a written application.  This request was processed within that time limit as it was completed by September 2002.  

48. There is some dispute between TP and Norwich Union over what information it was necessary to have requested and when.

49. TP state that they have an established procedure that involves obtaining information, in essence Part C of their application pack.  They argue that Mr Rigby could have arranged for the completion of Part C before returning the form to them.

50. However, I can see that Mr Rigby was, at the time, more concerned that his application might not be considered at all and was therefore keen to provide the supporting evidence he then had from his previous employer that would allow TP to accept the application even though late.

51. Although I can see that in effect Norwich Union had provided the information required by TP in their illustration, this may not have been easily extracted by the member of staff that received it at TP.  However, as TP required the information set out in Part C of the application, it is unclear to me why they did not merely send this to Norwich Union when Mr Rigby provided it on 4 April 2002. Indeed, whilst I have no doubt they were trying to be helpful, it seems to me very probable that, had they simply returned the Form to Mr Rigby asking that Part C be completed, matters would have progressed rather more rapidly.   

52. The problem here stems largely from the fact that the information supplied by Norwich Union was not in the format TP were accustomed to. Arranging for earlier completion of Form C would have accelerated the process and I have no doubt that the transfer process could have been completed within three months, i.e. by 4 July 2002.  In my view TP’s failure in this respect amounts to maladministration.

53. Norwich Union has stated that, as at 4 July 2002, a total transfer value for all three policies would have been £67,541.71, i.e. an additional £2,823.82.  Mr Rigby is therefore entitled to a service credit award that can be purchased with this additional value.
54. Where loss has been caused by maladministration, as in this case, it is perfectly within my remit to direct the party responsible to remedy that injustice and I make a suitable direction below. 
DIRECTIONS

55. Within 56 days TP will arrange for £2,823.82 to be made available to be used to fund an additional service credit and then arrange for Mr Rigby to be provided with a statement of the additional service that this will acquire for him.  
CHARLIE GORDON

Deputy Pensions Ombudsman

18 December 2006

APPENDIX

CHRONOLOGY

7 March 2002
Mr Rigby telephoned Norwich Union and requested estimated maturity values at his normal retirement date (7 August 2002) and current transfer values in relation to all his policies.

11 March 2002
Norwich Union provide Mr Rigby with transfer value quotations (unguaranteed) for all three policies amounting to £70,712.87.

15 March 2002
TP issue Mr Rigby with transfer application pack.

4 April 2002  

Mr Rigby returns part completed application as requested to TP.  

16 April 2002
Letter from TP to Norwich Union requesting transfer details.

23 April 2002

Norwich Union issue a transfer quotation.

25 April 2002
TP receives transfer quotations from Norwich Union.  GMP figure provided projected to 65. 

2 May 2002
Letter from TP to Norwich Union requesting completion of CA1580 for CA to provide GMP figure.

9 May 2002
Norwich Union receive request from TP to complete form to obtain GMP details. 

21 May 2002
Norwich Union confirms that GMP details were as previously stated

24 May 2002
Norwich Union state GMP already provided.

28 May 2002
Letter from TP to Norwich Union requesting GMP details.

31 May 2002
Service credit re Policy FER406609 provided to member giving an estimated service credit of 8 years 30 days.

17 June 2002
Norwich Union provide TP with GMP figures.

21 June 2002
TP contacts Norwich Union to confirm transfer value figures. 

24 June 2002
Norwich Union fax transfer value figures to TP.

21 July 2002
Norwich Union reduce bonus rates. 

7 August 2002
TP provide Mr Rigby with service credit estimate of 5 years 228 days in respect of Policies ET340276 and ET340652. 

29 August 2002
Mr Rigby informs TP that his transfer had been reduced. 

5 September 2002
Norwich Union fax transfer figure of £64,395.72 to TP.

10 September 2002
TP receives Mr Rigby’s agreement to transfer and transfer value of £64,717.89 providing service credit of 12 years 180 days.
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