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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE DEPUTY PENSIONS OMBUDSMAN
	Applicant
	Mr M J Jones 

	Schemes
	1. L & F Jones Holdings Group Endowment Assurance Scheme (the Pearl CIMP)
2. L & F Jones Holdings LTD Retirement and Death Benefits Scheme (the Friends Provident CIMP)  

	Respondents
	1. Alexander Forbes Financial Services Limited (Alexander Forbes) 

2. Friends Provident Life and Pensions Limited (Friends Provident) 

3. Pearl Assurance Limited (Pearl) 


Subject

Mr Jones alleges that Alexander Forbes, in their administrative capacity as facilitators of the transfer process and Friends Provident and Pearl as managers of the respective CIMP arrangements, delayed the bulk transfer process from the Pearl CIMP to the Friends Provident CIMP in July 2005. 
As a result, Mr Jones claims to have suffered a financial loss. 
An identical complaint has been made by 27 former members of the CIMPs. 
The Deputy Pensions Ombudsman’s determination and short reasons

The complaint should be upheld against Alexander Forbes, Friends Provident and Pearl because:

· transfer values were paid from Pearl to Friends Provident in advance of the appropriate paperwork being approved and signed off; 

· there was a fundamental misunderstanding in what the Friends Provident CIMP arrangement could accept, it ultimately being unfit for purpose;  

· the co-ordination of the transfer process was unsatisfactory and disjointed from inception;

· the transfer process and supporting documentation was only actively questioned during October 2005 due to mis-communication and misunderstanding between the respondents; and
· there was an eight month delay (from July 2005 to February 2006) in investing the transferred funds with Friends Provident.

DETAILED DETERMINATION

Material Facts

1. Alexander Forbes acted as advisers to the trustees of the various L & F Jones Holdings Ltd (the Company) pension arrangements and administered the bulk transfer process based on the recommendations they made to the Company.

2. Friends Provident was the manager of the receiving CIMP which had been established in 2003. Friends Provident were also putting together the process for winding up the Pearl CIMP.
3. Jardine Lloyd Thompson (JLT) administered the Pearl CIMP on behalf of the trustees of the L & F Jones Holdings Group Endowment Assurance Scheme (the Trustees). JLT have not been named as a respondent to the complaint.  

4. Pearl was the manager of the transferring CIMP. The Trustees had lost confidence in Pearl and wanted a new investment manager. The Trustees had requested all funds to be transferred from Pearl as quickly as possible. 
5. Structure of the Company pension arrangements and simplification proposals:
· the Pearl CIMP – the transferring arrangement which formerly received member contributions and was to be wound up from 1 April 2004; 

· the Friends Provident CIMP (F58152) – this arrangement had been set up in late 2003 (prior to the complaint) and was receiving member contributions at the time of the complaint;

· the Friends Provident Transplan (F65040) – Friends Provident’s own brand for Trustee Replacement Plans (TRPs), and the proposed final destination for transfer values coming from the Pearl CIMP, and funds held in the Friends Provident CIMP. This type of arrangement was only available as a bulk buyout from an occupational pension scheme, and was being set up on behalf of the Trustees to effectively remove all the Trustee related duties and responsibilities going forward;

· the Friends Provident GPP (F65409) – This was a brand new arrangement set up to receive (future) member contributions from 6 April 2006 onwards (i.e. post A-Day);

· the initial advice from Alexander Forbes was to arrange a bulk transfer from the Pearl CIMP to the Friends Provident CIMP. This would have met the first objective of the Trustees - to remove all funds from Pearl quickly. The second objective was to wind up the Pearl CIMP, and transfer those funds (now held in the Friends Provident CIMP) into the Friends Provident Transplan, thus relieving the Trustees of their responsibilities etc. The final objective was that of simplification – that would have involved winding up the Friends Provident Transplan and the Friends Provident CIMP in favour of the Friends Provident GPP; 
· the next step would have been to arrange an internal transfer of funds from the Friends Provident CIMP (now also holding the Pearl CIMP transfer values) to the new Friends Provident Transplan arrangement, once application forms had been completed. In simple terms, Alexander Forbes proposed a bulk transfer (CIMP to CIMP) followed by an internal Friends Provident transfer (CIMP to Transplan). Had the bulk transfer process been completed successfully, the Company would have ended up with the Friends Provident GPP for regular contributions, and a wound up Friends Provident Transplan arrangement which held both the Pearl and Friends Provident CIMP funds. 
6. During the period December 2004 to May 2005, the Trustees had been in dispute with Pearl and JLT over the transfer value basis and the transfer value amounts being offered to members.
7. A revised transfer basis was agreed by the Pearl actuaries which produced higher transfer values. It was however understood by the Trustees and Alexander Forbes that some members might be worse off when it came to the amount of tax-free cash that could be available at retirement. The Trustees wrote to JLT on 13 May 2005 (as they had also done on 26 March 2004) confirming their acceptance to proceed with the bulk transfer on the new basis. The letter clearly stated that all active and deferred members in the Pearl CIMP were to be transferred “to number F58152 with Friends Provident as soon as possible”.   

8. On 14 June 2005 an Alexander Forbes consultant met with the Trustees and the “New Generation Transplan Trustees’ application” form was signed. A copy of the Transplan application form was produced during the investigation and it included a hand written note at the top of the form quoting “Scheme No F58152” (the Friends Provident CIMP number). There is no evidence to determine who added the Friends Provident CIMP number to the Transplan application form.    

9. Following Trustees’ agreement of the revised transfer values, Alexander Forbes requested bank details from the Friends Provident Finance team on 22 June 2005. Friends Provident responded on 23 June 2005 and provided bank name, sort code, account number and account name. The subject header on the email had stated “L & F Jones” when the request had been made. However, it is apparent from the email trail that when Friends Provident responded, the subject header had been altered to show “L & F Jones – F58152”. 
10. The Trustees signed the Pearl CIMP discharge form on 23 June 2005 which included the bank details supplied by Friends Provident. The discharge paperwork also included a schedule of active and deferred members, for which the total transfer value was £314,654 at 1 April 2004 (the original wind up date). The Pearl discharge form stated the receiving arrangement was “F58152 with Friends Provident”.

11. JLT faxed the signed discharge paperwork directly to Pearl on 24 June 2005 and requested the transfer to be completed urgently.
12. On 27 June, a consultant from Alexander Forbes met with Friends Provident to exchange the Transplan forms so the new Friends Provident Transplan arrangement (F65040) could be set up. 

13. This included the Friends Provident “New Generation Transplan Business information form”, which was signed by both Alexander Forbes and Friends Provident on 27 June. The form showed “the total transfer value expected” as £314,000 but this figure had been crossed out to show a revised figure of £190,000. It is unclear if this amendment was made before, or after, the transfer payment had been made by Pearl (as the amendment was not initialled or dated). 

14. Also on 27 June, the Friends Provident Reading office sent the new Transplan arrangement requirements pack (including spreadsheet for capturing member data) directly to Alexander Forbes. 

15. Pearl authorised the release of the transfer value of £314,654 on 1 July using the bank instructions that had been provided a few days earlier by Friends Provident. Funds were received by Friends Provident on 4 July.

16. Friends Provident received a partially completed Transplan data spreadsheet from Alexander Forbes on 27 July. And, on 29 July, Friends Provident confirmed to Alexander Forbes what information remained outstanding on the Transplan spreadsheet. 

17. On 17 August the Friends Provident Transplan team first became aware that the transfer value of £314,654 had been received by Friends Provident on 4 July. Head Office was asked to track down the payment.   
18. Alexander Forbes asked Friends Provident on 31 August if transfer values could be backdated to 4 July 2005 (the date funds were originally received by Friends Provident), as members were losing out due to monies not being invested and just sitting in a suspense account.

19. Friends Provident received further outstanding Transplan data from the Company and Alexander Forbes on 1 and 8 September. The spreadsheet showed a total transfer value of £190,813 for active and deferred members. 
20. On 14 and 26 September, the Friends Provident Transplan team said the unallocated sum (£314,654) had been with Friends Provident too long and had to be refunded to Pearl because they did not have all the data requirements.

21. Friends Provident spent most of October 2005 chasing the outstanding Transplan data from Alexander Forbes, the Company, JLT and Pearl. On 11 October Friends Provident emailed Alexander Forbes confirming they would refund the transfer values to Pearl on 24 October if the Transplan information was not received by then. 

22. The completed Transplan spreadsheet was received by Friends Provident on 26 October along with a compliment slip from the Company. The compliment slip raised alarm bells as it said “Just to make sure you are aware that the transfer funds are to be applied to our existing plan F58152”. The Friends Provident Transplan team emailed other internal colleagues asking whether it should be a bulk transfer instead of a bulk buyout. They said “Please can you confirm if this is indeed the case as if it is something has gone very wrong. Paperwork received along with the Transplan App such as Identification Cert, Change of Company name and Companies House details also indicate this… the Transplan is a totally new Scheme … whereas the Bulk TV can be added to an existing Scheme.” 

23. A copy of the internal email was passed to Alexander Forbes who in turn informed the Company on 26 October that the bulk transfer value was being refunded to Pearl.
24. On 27 October, Alexander Forbes and Friends Provident agreed that some members were “Transplan”, and others were “bulk TV”. On the same day however, Alexander Forbes confirmed to Friends Provident that funds should be “allocated to Transplan and not bulk transfer”. As the Transplan requirements were not complete Friends Provident refunded the bulk transfer to Pearl on 27 October. Pearl received the funds on 1 November. 

25. An Alexander Forbes consultant emailed the Company at the time the refund had been made to Pearl in response to concerns that members were not meant to be in a “detrimental position”. He said: 
· their advice had been to wind up the Pearl CIMP and to relieve the Trustees of their responsibility. This would have been achieved by transferring members into TRPs, and then offering members individual advice as to whether their funds should then be transferred into the new Friends Provident GPP; and   

· that a straight transfer from the Pearl CIMP to the Friends Provident CIMP might place members in a potentially detrimental position. Such action may lead to members receiving less tax-free cash at retirement than if the transfer was to a TRP, and then transferred to an alternative arrangement such as the Friends Provident GPP.    

26. Friends Provident spent early November 2005 clarifying the outstanding Transplan requirements (supplementary questionnaires etc) whilst there continued to be ongoing discussion with Alexander Forbes as to whether the transfer values could be backdated to July 2005. On 7 November, Friends Provident confirmed to Alexander Forbes that “money will be applied on date of receipt – not backdated to July.”
27. On 15 November Friends Provident confirmed that they had received all their paperwork and that the Transplan requirements had been met. 
28. Alexander Forbes and Friends Provident discussed the matter around the original CIMP to CIMP transfer on 26 November, and it transpired (for the first time according to Friends Provident), that this had been sold to the Trustees as a bulk transfer, and not as a bulk buyout (CIMP to Transplan). However, despite any actions of the Friends Provident Finance team (or other parts of the Friends Provident business), the Friends Provident Transplan team had been progressing this as a bulk buyout from inception.

29. Pearl returned the transfer value payment to Friends Provident on 28 November and 5 December, in four separate tranches for security reasons (three payments of £99,999.99 plus one payment of £14,654.03).
30. Friends Provident finally confirmed to Alexander Forbes on 30 November that they were not prepared to backdate the transfer values to 4 July 2005 – the possible loss to members was calculated at around £25,000.   

31. On 1 December, the Company met with Alexander Forbes to discuss what had gone wrong. The Company file note stated Alexander Forbes had said there had been “confusion as to the wording of the winding up order on the Pearl fund which had led to different organisations taking different and conflicting courses of action”. 

32. Friends Provident was unable to trace the transfer payment re-sent by Pearl so requested bank details on 8 December which Pearl supplied on 15 December. 

33. Friends Provident traced the transfer payment on 5 January 2006 - it had been received on 28 November and 5 December 2005.  

34. Alexander Forbes informed Friends Provident on 8 January 2006 not to apply transfer values to the Friends Provident Transplan as Alexander Forbes had not arranged for member announcements to be issued regarding the “Transplan/bulk transfer situation”. Friends Provident offered to return the transfer payment to Pearl as they only had limited time to hold the funds in their suspense account. 

35. On 13 January, Alexander Forbes advised Friends Provident that transfer values were definitely being applied to the Friends Provident Transplan. Friends Provident informed Alexander Forbes that they could only hold the transfer payment in their suspense account until the end of February 2006 otherwise they would refund the monies to Pearl.

36. Alexander Forbes, on behalf of the Trustees, prepared and issued member announcements during January 2006, which included a one month notice period for any questions.

37. On 26 February Alexander Forbes confirmed that Friends Provident could proceed and apply the transfer values directly to the Friends Provident Transplan.

38. The total sum of £314,654 was applied to the individual members’ Transplan arrangements on 26 February 2006. The loss of investment growth over the eight month period was calculated by Friends Provident to be £38,620.
39. Responding to a complaint from Mr Jones, both Friends Provident and Pearl said they had not been directly responsible for the eight month delay and resulting financial loss.

40. Alexander Forbes said there had been two ways in which their recommendation could have been completed. The first was “to establish a new [CIMP] with Friends Provident, to transfer the Pearl Assurance funds into it and then close the Pearl Assurance Scheme”. The second was to “wind-up the Pearl Assurance Scheme and transfer the Pearl Assurance Funds to Friends Provident, placing the money into Trustee Replacement Policies … also referred to as Section 32As.” In terms of the investment loss, Alexander Forbes accepted members had been financially disadvantaged as a result of the delay which they thought had been caused by a “multiple of mis-communication errors between all the parties”, and that compensation should be paid. They offered to pay £12,936.02 (approximately one third of the overall financial loss).  

Mr Jones’ position

41. Mr Jones says Friends Provident should have been sent all their requirements and that Alexander Forbes and Pearl were responsible for that happening. 
42. Regarding the “multiple … mis-communication”, Mr Jones says Alexander Forbes were paid to deal with the transfer value and it was their responsibility to ensure all parties were in communication so that there was no misunderstanding or confusion. If there was any confusion, he expected Alexander Forbes to resolve any issues.
43. Mr Jones said that on behalf of himself and the others he represented, he did not wish to make any further comments and accepted the findings of the Deputy Pensions Ombudsman. 
Alexander Forbes’ position 

44. Alexander Forbes say the original intention was always for a CIMP to CIMP transfer. When the problem was identified in late 2005, meetings were held to decide on the best course of action. On 1 December 2005 it was decided to go ahead with TRPs as the Trustees could still achieve their final objective and  restarting the CIMP route would require new application forms which would be even more time consuming. This was the reason member announcements had to be undertaken late in the process.
45. Alexander Forbes say that Friends Provident provided them with a spreadsheet headed up “Transplan” in June 2005, but they could not “confirm how or when” the spreadsheet was received. They also said Friends Provident had sent them further spreadsheets on 11 December 2003 and 4 February 2004, and that their records suggested Friends Provident had sent them the wrong spreadsheets.
46. Alexander Forbes also say Friends Provident provided application forms for TRPs but they should have been for CIMPs. It was unclear how this confusion came about but it meant JLT incorrectly calculated the Inland Revenue (IR) maximum figures that were needed for TRPs and not a CIMP to CIMP transfer. The problem was only highlighted in October 2005 when Friends Provident received the compliment slip from the Company stating that transfer monies were to be applied to F58152 which was the CIMP, however they had received application forms for TRPs.
47. When asked to provide copies of the original instructions to Friends Provident, Alexander Forbes said they had been unable to locate the CIMP to CIMP instructions, but they would refer the matter to the Director that had provided the initial advice. Unfortunately no information could be provided but Alexander Forbes suggested a copy was supplied by Friends Provident.

48. Alexander Forbes say this would determine if they provided the correct instructions or if Friends Provident took the wrong actions. It was reiterated that the correct instruction was a CIMP to CIMP transfer, and that the Pearl member schedule would provide an individual breakdown for each member including the destination for payment under the Friends Provident CIMP.  

49. When asked what started the mis-understanding, Alexander Forbes said it had been “impossible” to determine how the confusion arose, but they had arranged for CIMP application forms to be provided by Friends Provident. The Alexander Forbes consultant “appears to have assumed” the route changed from CIMPs to TRPs when it was noticed the application forms differed from what had been expected - i.e. TRP application forms were issued when it should have been CIMP application forms. 

50. Alexander Forbes said in “hindsight there were many instances where in depth enquiries should have [been] made but were not.”

51. Finally, Alexander Forbes said they had only been able to “piece together the events of the case after the events took place”. Although they could not locate the instructions provided to Friends Provident, the payment from Pearl should have contained details showing the monies were to be applied to F58152 as per the Trustee’s letter of 13 May 2005. Friends Provident should have picked up from this number that this referred to a CIMP and that TRP application forms were incorrect and in ”direct contradiction” to the Trustees’ instructions. 
52. Alexander Forbes responded to the Deputy Pensions Ombudsman and said they were in agreement with her conclusions.  

Friends President’s position

53. Friends Provident accept there had been a delay from when the transfer value was first received by Friends Provident in July 2005 until it was allocated to TRPs in February 2006, but say this was the earliest date they could proceed.
54. Friends Provident give the following reasons for the above statement:

· co-ordination of the transfer process was not their responsibility; 

· staff at the Reading office dealt directly with Alexander Forbes and the Company. That office had now closed and some information was no longer available;

· the transfer value had been received in advance of the necessary information required to set up members and there had been long delays in getting the information; 

· information came from a number of different sources and it was unclear if the Trustees had asked any one party to co-ordinate the provision of information; and 

· Alexander Forbes advised them not to allocate monies because member announcements had not been done.
55. Friends Provident say although the Trustees’ letters stated the transfer was from the Pearl CIMP to the Friends Provident CIMP, the rules of the Friends Provident CIMP allowed transfers to be made for active members only and not all members of the Pearl CIMP whose benefits were eventually transferred to the TRPs were active members of the Friends Provident CIMP. 

56. When asked to comment on the difference in “expected transfer value”, Friends Provident said this possibly implied not all members were to be transferred to the CIMP, however, they had no further information on this. On the Transplan application form someone had written “F58152” which implied there was confusion about what was to be transferred and where it was to be paid.

57. When asked to clarify the Friends Provident CIMP rules on transfers in, they said “Rule 17” related to transfers into the CIMP scheme. It specified that if a ‘Member’ had benefits under another approved scheme, a transfer value could be paid into the CIMP if accepted by the Trustees. ‘Member’ was defined in the rules as a person in ’Service’ which meant someone for whom premiums were being paid. There was no provision in the Rules for someone to join the scheme with a transfer value only (i.e. a deferred member).
58. This also tied in with their understanding of IR requirements at that time. They refer to IR12 (2001), section 5.1, which states that in earmarked schemes (which the CIMP was) the employer has to make contributions for each individual member before a transfer can be accepted. Friends Provident also confirmed that transfer monies had to be allocated to individual members and there was no facility in the Rules or the policy document to simply hold unallocated monies within the CIMP.
59. When asked to comment about the emails sent to Alexander Forbes on 11 December 2003 and 4 February 2004, Friends Provident say they can not trace those emails or their attachments. But, they did not believe the emails related to the transfer of funds from the Pearl CIMP. Instead, they thought the emails were about the set up of the Friends Provident CIMP (F58152), as this scheme commenced from 31 October 2003, following receipt of all information on 5 December 2003.

60. Friends Provident said they were disappointed with the initial views of the Deputy Pensions Ombudsman and thought the 30% loss apportioned to them was too high based on their own views of the matter. 

61. They believed Friends Provident staff knew early on in the process that a CIMP to CIMP transfer was not possible because the IR regulations at that time did not permit former members to transfer on the basis requested by the Trustees, and that this “would have been explained to Alexander Forbes” hence the reason they provided Transplan documentation. They also pointed out that they had no records of the proposed CIMP transfer to scheme F58152. 
62. However, Friends Provident also stated that whilst this was their view they had been unable to provide any evidence of this in the papers that had been sent during the investigation.  

Pearl’s position

63. Pearl provided a copy of the Trustees’ letter dated 26 March 2004 (addressed to JLT) confirming the Pearl CIMP was to be wound up from 1 April 2004, and that the funds of active and deferred members should be transferred to “Scheme number F58152 with Friends Provident”.

64. Pearl say JLT was responsible for servicing the Pearl CIMP as they held the main file. Although Pearl Finance had provided transfer information to JLT, it was JLT who actually completed the transfer calculations. And, it was JLT that sent Pearl transfer requirements with their letter of 24 June 2005 when requesting Pearl to process the transfer urgently.
65. Despite the financial loss that occurred, Pearl remain of the view that their actions did not cause a delay in the transfer process because they responded to queries from JLT promptly, and transferred funds quickly to Friends Provident once the Trustees signed confirmation had been received.   

66. Pearl say they were not responsible for confirming payment had been made to the Friends Provident CIMP, nor were they responsible for informing the Trustees that the payment had been made. They said JLT was responsible for this and that JLT was also responsible for supplying member schedules to the receiving CIMP. 

67. Pearl say JLT was responsible for any tax-free cash certification, and that they provided JLT with the additional requirements or documentation that was needed and not a “step by step process on how to process a transfer.” 

68. Pearl responded to the Deputy Pensions Ombudsman and said they were in agreement with her conclusions.

Conclusions
Combined actions of all the parties 

69. Whilst the subject matter itself is not particularly unusual, the events that led up to the initial transfer taking place in early July 2005 are far from straightforward. My office has tried to piece together these events but it has not been easy. There still remains an element of confusion as to what actually happened in mid 2005, this being the point in time where things started to go wrong, and what I consider to be the catalyst for the eight month delay. 
70. The administrative route that followed was that of a bulk buyout (the Pearl CIMP to the Friends Provident Transplan). It is this change in bulk transfer/bulk buyout strategy that resulted in the overall delay and financial loss to Mr Jones and the other members.  

71. It is also not helped by the fact that certain individuals have now left the various organisations, or that some offices have been closed down, and there is simply no information available. 

72. Moreover, I am conscious that not all those involved in the transaction are named in the complaint. As a result, I have had to carefully consider, when allocating liability, that there are others whose actions led to the loss claimed. In particular the Trustees as generally Trustees are, in broad terms, responsible for the way in which a scheme is managed. 

73. However, overall I am satisfied that I have sufficient evidence on which to decide the issues Mr Jones has raised.  

74. I am also satisfied that in this particular case the correct respondents are named.   In particular, that the Trustees cannot be said to be partly responsible, because the documents that exist show they clearly delegated their responsibilities by requesting, and then relying upon advice and promises made by others as the transaction proceeded.

75. The complaint stems from a fundamental misunderstanding around the Friends Provident CIMP, and the order in which the Trustees’ objectives were to be progressed. Also, there were, in my view, too many individuals involved in the transfer process across the various organisations with no one party taking outright responsibility for ensuring the end to end process was successful. 

76. If Alexander Forbes, Friends Provident and Pearl (and JLT) had discussed what was meant to happen, then it seems likely that they would have realised quite early on in the process that F58152 could not accept transfer values from the Pearl CIMP in respect of deferred members. This was a crucial error and, in my view, all parties are at fault for this failure which demonstrates a lack of communication and understanding. That failure amounts to maladministration.

77. The main issue is straightforward. Was it meant to be a bulk transfer or a bulk buyout? In my view it was a bulk transfer - i.e. to get funds moved from Pearl quickly and meet the Trustees’ first objective. Although one could argue that objective was met, and that Pearl did transfer funds to Friends Provident in July 2005, those funds sat in a suspense account for three months and could not be allocated. Therefore, that was a failed objective in my view. Ultimately, the bulk buyout route was recognised as the correct one to meet the Trustees’ objectives in the end, but that was more by default rather than as a result of good planning and communication. 

78. Poor planning, misunderstanding and lack of communication resulted in an eight month investment delay for what should have been a straightforward movement of funds between two investment providers. 

79. If a partial transfer was discussed for active members only, I have seen no evidence of that. Nor have I received any real explanation as to why the “expected transfer value” on the Transplan application form had been crossed out and replaced with a substantially lower figure.

Friends Provident and Pearl
80. The Trustees had lost confidence in Pearl as investment managers and wanted to quickly move funds to Friends Provident and wind up the Pearl CIMP. I can see potential confusion straightaway because it seems Friends Provident ignored the fact there was an existing CIMP (F58152) in place, which could have done the job and helped meet the Trustees’ first objective (for active members anyway).It seems another part of Friends Provident focused their attentions on the new business – i.e. setting up the Transplan arrangement and putting together a process for winding up the Pearl CIMP, when they should have considered the future of F58152 which was already in place and receiving regular contributions. 
81. In my opinion, Friends Provident and Pearl had a joint responsibility to ensure wherever possible, the bulk transfer went smoothly. There are instances where this did not happen. I am therefore satisfied that both Friends Provident and Pearl had a role to play in the failure of the bulk transfer, and as such they must also be accountable and take some responsibility for the overall delay which resulted in a financial loss to members.  

82. Pearl (along with JLT) were aware that a CIMP to CIMP transfer had been requested by the Trustees, yet were unaware of the rules and legislation which might not permit such a transfer.  

83. As part of the wind up process, it would have been routine for copies of the Friends Provident CIMP rules to have been requested by Pearl and JLT to ensure the funds invested with Pearl were being transferred to a similar approved arrangement. Pearl said JLT was responsible for this and they just followed instructions. Even if that is correct, Pearl had access to the Friends Provident CIMP Rules but did not pick up on the fact that deferred members could not be transferred to the Friends Provident CIMP. And, it was Pearl who produced the discharge forms and schedule of members (for active and deferred members) which was sent to JLT for inserting final transfer values into. Pearl in my view is at fault and must take responsibility for some of the confusion.

84. There is a similar pattern of misunderstanding or mis-communication within Friends Provident. The Friends Provident Finance team were expecting a CIMP to CIMP transfer which was in accordance with the Trustees’ instructions of 13 May 2005 as they had put the correct F58152 number on their email of 23 June 2005 (when confirming bank details to Alexander Forbes). However, it seems this information did not get through to any other part of the Friends Provident business (i.e. the Transplan or CIMP teams). In fact the CIMP arrangement was never questioned any further until later in 2005. 

85. Following the 27 June 2005 meeting with the Alexander Forbes consultant, the Friends Provident counterpart would have sent the Transplan application form to the Transplan team but it seems the incorrect CIMP number written on the paperwork was not picked up as an error. Again, a further demonstration of mis-communication, lack of attention to detail, and internal departments not working together.  

86. When the Friends Provident Transplan team discovered the compliment slip on 26 October 2005 they were of the view that a CIMP to CIMP transfer was still possible, which clearly was not the case. I only mention this because it highlights the ongoing misunderstanding around the different types of pension arrangements within Friends Provident, their rules and continued poor communication. 
87. Despite the recent comments of Friends Provident, these are just hindsight views in my opinion and cannot be backed up by material evidence. My view of the complaint remains unchanged.

88. Whilst Alexander Forbes had overall responsibility for the process, Friends Provident also had the same level of responsibility when it came to their client (the Trustees and the members) to ensure the process was understood and successfully carried out in a timely manner. For those reasons I will not be adjusting the level of redress that has been apportioned to Friends Provident (covered later in this final document).
Alexander Forbes

89. Alexander Forbes had advised the Trustees to simplify the Company pension arrangements going forward and recommended a CIMP to CIMP transfer in the first instance. Alexander Forbes should have made this instruction clear to all parties involved – i.e. Friends Provident, Pearl and JLT. They failed to do so.
90. Alexander Forbes offered their professional services to the Company who in return paid them to deal with the bulk transfer and to ensure any administration was dealt with in a timely manner. I am satisfied they had overall responsibility for co-ordinating, managing and facilitating the bulk transfer. Therefore, in my view, Alexander Forbes was responsible for ensuring instructions were clear to all parties concerned. It seems they mistakenly relied upon other parties doing this. For this reason, I consider that Alexander Forbes must take a greater responsibility for the financial loss suffered by members. 
91. Alexander Forbes has already admitted part responsibility in the process failing as demonstrated by the offer of compensation in 2006. 

92. Alexander Forbes described this as a “mis-communication” between the parties and whilst I agree with that, it was much more in my opinion. From the start, all parties were doing different things and not working together in any coherent manner. Friends Provident provided application forms for the TRPs, while Pearl would have requested sight of the Friends Provident CIMP rules which was in line with the Trustees’ desire to wind up the Pearl CIMP [but JLT were calculating IR maximum figures for TRPs, when in fact these figures would not be necessary for a CIMP to CIMP transfer]. Alexander Forbes was meant to be co-ordinating what the other parties were doing, yet it is clear from the initial confusion that any control they had was lost at a very early stage.        

93. It is evident that a CIMP to CIMP transfer would not have been feasible in the first place. There were at that time restrictions in the Friends Provident CIMP rules (and underlying legislation) that did not permit deferred members to be transferred from a similar CIMP arrangement unless regular contributions were being made. This was a fundamental failure on the part of Alexander Forbes because they either did not check the rules properly, or they were unaware of the legislation at that time, or both. 

94. The simple fact is Alexander Forbes has been unable to provide a definitive explanation as to why events took the shape they did based on the initial recommendations that were made.   
95. It was actually the Company who identified the problem with the paperwork and mismatch in the Friends Provident scheme numbers which was highlighted when they sent a compliment slip to the Friends Provident Transplan team. In my opinion this demonstrates Alexander Forbes was not communicating effectively with the Company or Friends Provident, and that Alexander Forbes in their capacity as co-ordinators of the transfer process had lost control. 

96. Alexander Forbes had opportunities as far back as 14 June 2005 (before Pearl made the initial transfer payment) to pick up the signs that something was amiss. The Alexander Forbes consultant who met with the Trustees failed to spot the error that the Friends Provident Transplan application form had been incorrectly cross-referenced with the Friends Provident CIMP (number F58152). 
97. And, on 27 June 2005, Alexander Forbes met with a Friends Provident counterpart to exchange the Transplan information form. The expected transfer value was altered from £314,000 to £190,000 yet this was apparently done without question as to how or why, and the effect it might have on the transfer process. Of course, any failure regarding this must be shared by Friends Provident who also did not question it, or provide a reasonable explanation as to why the figure had been changed.

98. Alexander Forbes could have also picked up something was not right when (during September 2005) the Friends Provident Transplan team queried the unallocated transfer payment Pearl had made earlier in July 2005. If the funds were meant to be allocated to the Friends Provident CIMP then why had Alexander Forbes not involved the Friends Provident CIMP team, who it seems, were not even party to the discussions that were taking place. Similarly, when the Friends Provident Transplan Team returned funds to Pearl at the end of October 2005, Alexander Forbes still did not ask any questions as to why the funds had not been allocated under F58152.
99. Even if Alexander Forbes had asked the right questions or made enquiries as to why the Pearl funds had not been allocated to the Friends Provident CIMP, they were unprepared when it came to finalising any paperwork on behalf of the Trustees. They had not contacted active or deferred members about the wind up, nor had they issued any of the routine member communications regarding the change in buyout strategy to the Friends Provident Transplan arrangement. This was done very late in the process and resulted in further allocation delays at a point in time when Friends Provident were in a position to allocate funds to the Transplan.
Redress
100. It is my overall view that maladministration has occurred and Mr Jones and the other members are entitled to full redress. The total transfer value suffered a reduction of £38,620 as a result of the eight month delay in investing funds.
101. I need to establish how to put the members back into the correct position they would have been in had the transfer been completed as planned. Strictly speaking, any additional funds should be backdated to 26 February 2006 (the original investment date). However, allocating funds retrospectively can be a complex and time consuming process, particularly if there has been active fund management (switching) since that date. Therefore, it would be my preference to have any additional payments allocated at the current date. 
102. I have considered the role of each party in the transfer process and am of the view that Alexander Forbes must make a proportionately higher contribution to the redress than Friends Provident or Pearl. Whilst there is no precise measurement of how this should be calculated, 60% of the overall financial loss is the correct figure in my opinion. Alexander Forbes had overall responsibility for the failed administration behind the bulk transfer and it is my view they were paid specifically to take on that role. Their failures amounts to maladministration and they should pay £23,172 towards the overall financial loss.

103. I also consider Friends Provident had many opportunities to point out things when they started to go wrong, or that they simply missed the signs. Whatever the reason that failure was maladministration and they should pay 30% of the overall financial loss which equates to £11,586.    

104. Equally, Pearl had opportunities to point out discrepancies in the paperwork but they failed to take any action or question the process. For that reason they should pay 10% of the overall financial loss which amounts to £3,862.  
105. In addition to the financial loss, I consider that all members suffered distress and inconvenience and I make a further direction below in recognition of that.
106. I make appropriate directions below.   
Directions  

107. Within 28 days of this determination:

· Alexander Forbes will transfer the sum of £23,172 plus simple interest at the base rate for the time being quoted by reference banks, calculated from 26 February 2006 to the date of payment directly to the Friends Provident individual Transplan arrangements, split by active/deferred category as detailed in Appendix 1 and Appendix 2;  
· Friends Provident will transfer the sum of £11,586 plus simple interest at the base rate for the time being quoted by reference banks, calculated from 26 February 2006 to the date of payment directly to the Friends Provident individual Transplan arrangements, split by active/deferred category as detailed in Appendix 1 and Appendix 2;  
· Pearl will transfer the sum of £3,862 plus simple interest at the base rate for the time being quoted by reference banks, calculated from 26 February 2006 to the date of payment directly to the Friends Provident individual Transplan arrangements, split by active/deferred category as detailed in Appendix 1 and Appendix 2; and  
· Alexander Forbes, Friends Provident and Pearl will pay each member £40 in recognition of the distress and inconvenience suffered as a result of the maladministration identified above
JANE IRVINE 

Deputy Pensions Ombudsman 

24 December 2010 

Appendix 1
Active members at original transfer date
	Name
	Our

Ref.
	Agreed Transfer value calculated at July 2005  
	Equivalent transfer value at February 2006 
	Financial loss as a result of eight month delay
	Alexander Forbes 60%  share of loss


	Friends Provident 30% share of loss


	Pearl 10% share of loss



	John Bendle
	82529/1
	£21,698.00
	£22,703.43
	£1,005.43

	£603.26
	£301.63
	£100.54

	Julian Cole
	82496/1
	£7,818.00
	£8,988.00
	£1,170.00
	£702.00
	£351.00
	£117.00

	Heather Hickmolt
	82510/1
	£851.00
	£901.14
	£50.14


	£30.21
	£15.10

	£5.05

	Clive Hobbs
	82503/1
	£7,876.00
	£9,054.68
	£1,178.68


	£707.21
	£353.60
	£117.87

	David Jones
	82494/1
	£13,786.00
	£15,849.13
	£2,063.13


	£1,237.88
	£618.94
	£206.31

	Martin Jones
	72771/5
	£62,333.00
	£71,661.35
	£9,328.35
	£5,597.01
	£2,798.51
	£932.83

	Paul Jones
	82497/1
	£6,323.00
	£7,269.26
	£946.26


	£567.76
	£283.88
	£94.62

	Simon Jones
	82507/1
	£13,056.00
	£15,009.88
	£1,953.88

	£1,172.33
	£586.16


	£195.39

	Peter Jordan
	82525/1
	£ 7,571.00
	£8,704.03
	£1,133.03

	£679.82
	£339.91
	£113.33

	Colin Murphy
	82495/1
	£3,914.00
	£4,095.37
	£181.37


	£108.82


	£54.41
	£18.15

	Trudi Nicholas
	82509/1
	£3,829.00
	£4,402.03
	£573.03


	£343.82


	£171.91


	£57.30


	Nigel Selway
	82492/1
	£11,080.00
	£11,593.43
	£513.43
	£308.06


	£154.03
	£51.34


	Paul Sheehan
	82512/1
	£2,395.00
	£2,753.43
	£358.43

	£215.06


	£107.53


	£35.84

	David Upson *
	82494/1
	£48,632.00
	£51,496.87
	£2,864.87

	£1,718.92


	£859.46
	£286.49

	Patrick Wiseman
	82528/1
	£1,803.00
	£2,072.83
	£269.83


	£161.90
	£80.95


	£26.98

	Totals
	
	£212,965.00
	
	£23,589.86


	£14,154.05
	£7,077.02

	£2,359.01


* Included an AVC transfer value.
Appendix 2

Deferred members at original transfer date
	Name
	Our ref.
	Agreed Transfer value calculated at July 2005  
	Equivalent transfer value at February 2006 
	Financial loss as a result of eight month delay
	Alexander Forbes 60%  share of loss


	Friends Provident 30% share of loss


	Pearl 10% share of loss



	David Barge
	82531/1
	£3,125.00
	£3,592.68
	£467.68

	£280.61
	£140.30


	£46.77

	Rachel Broadway (nee Jones)
	82485/1
	£3,392.00
	£3,899.63
	£507.63

	£304.58
	£152.29
	£50.76

	Roy Clarke
	82511/1
	£4,507.00
	£5,181.49
	£674.49

	£404.69
	£202.35
	£67.45



	Andrew Cotterill
	82488/1
	£3,342.00
	£3,842.15
	£500.15

	£300.09
	£150.05
	£50.01

	Ian Curness
	82486/1
	£6,492.00
	£7,463.56
	£971.56

	£582.94
	£291.47
	£97.15

	Steve Curtis
	82490/1
	£3,329.00
	£3,827.20
	£498.20

	£298.92


	£149.46
	£49.82

	Andrew Davidson
	82484/1
	£5,630.00
	£6,472.56
	£842.56

	£505.54
	£252.77


	£84.25

	Nick Jones
	82530/1
	£13,129.00
	£15,093.81
	£1,964.81

	£1,178.87
	£589.44
	£196.50

	Ted Leather
	82513/1
	£13,364.00
	£15,363.97
	£1,999.97

	£1,199.98


	£599.99
	£200.00



	Ken Meakin
	82524/1
	£2,558.00
	£2,940.82
	£382.82


	£229.69
	£114.85


	£38.28


	Jill Rhymer
	82508/1
	£24,247.00
	£27,875.64
	£3,628.64


	£2,177.18


	£1,088.59
	£362.87

	Martin Russell *
	82533/1
	£15,401.00
	£17,705.81
	£2,304.81

	£1,382.89
	£691.44
	£230.48

	Doug Walters
	82506/1
	£1,915.00
	£2,201.60
	£286.60


	£171.96
	£85.98


	£28.66

	Totals
	
	£100,431
	
	£15,029.92
	£9,017.95


	£4,508.98
	£1,502.99


* Included an AVC transfer value.
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