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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN
	Applicant
	:
	Mr B Thomas

	Scheme
	:
	BMC Software Limited Retirement Benefits Scheme

	Respondent
	:
	Alexander Forbes Financial Services Limited


Subject
Mr Thomas complains about delays by Alexander Forbes in relation to transferring in benefits when he retired.
The Ombudsman’s determination and short reasons

The complaint should be upheld because Alexander Forbes were responsible for the delays in question, resulting in a potentially reduced transfer value and additional fees paid to Mr Thomas’ adviser.
DETAILED DETERMINATION

Material Facts
1. Mr Thomas was a member of the BMC Software Retirement Benefits Scheme (the Scheme), which was a money purchase pension scheme.  In April 2005 he consulted Steel Financial Services, an independent financial adviser (IFA), about his retirement options, as the Scheme’s normal retirement date was 60 and his 60th birthday was on 25 July 2006.  The IFA initially wrote to the insurance companies whose policies comprised the Scheme assets, but they referred the IFA to Alexander Forbes, which was the Scheme administrator.  The IFA wrote to Alexander Forbes on 19 July 2005, requesting full details of Mr Thomas’s benefits in the Scheme and a transfer quotation.  On 10 October 2005 Alexander Forbes supplied a transfer quotation to Mr Thomas, giving the transfer value as £186,270.33.  The rest of the information requested was provided to the IFA on17 October 2005.
2. On 9 December 2005 the IFA met with Mr Thomas and provided him with a drawdown quotation based on the transfer value.  On 5 April 2006 the IFA wrote to Mr Thomas, reminding him of his impending retirement and asking what he wanted to do.  Mr Thomas replied on 19 June 2006, saying that he wanted to further consider his retirement options.  The IFA wrote to Alexander Forbes on 19 July 2006, requesting an updated transfer value.  Despite many letters and phone calls, and a formal complaint from the IFA, Alexander Forbes did not supply all the transfer information until 15 December 2006.  The transfer value was £196,019.
3. On 22 January 2007 Mr Thomas decided to transfer his benefits in the Scheme to Scottish Equitable.  The IFA sent the necessary forms to Scottish Equitable and Alexander Forbes issued discharge forms to the IFA on 16 March 2007, for a transfer value of £191,966.
4. The IFA returned the signed discharge forms to Alexander Forbes on 20 March 2007.  The transfer was completed on 16 May 2007.  The transfer value paid was £189,426.
5. Mr Thomas complained about the delay.  He sought the difference between the transfer value in December 2006 (196,019) and the transfer value paid (£189,426), ie £6,593.  Mr Thomas also wanted £500 to offset fees he had to pay his IFA for chasing up Alexander Forbes.

6. The IFA stated that extra work incurred as a result of delays by Alexander Forbes amounted to:

· 7 letters at £75 each = £525;

· 6 hours telephone calls to Alexander Forbes at £150 per hour = £900;

· Client meeting to give update - £300;

Total £1,725.

7. Alexander Forbes said that it was willing to pay the difference between the transfer value in October 2006 (£193,011) and January 2007 (£191,468), ie £1,543.  It refused to make a contribution to the IFA’s fees.  Mr Thomas rejected this offer and made an application to me.
Submissions
8. Mr Thomas says:
· he could have retired on his normal retirement date and received a higher transfer value, but for Alexander Forbes’ inefficiency;
· Alexander Forbes was biased against him because he decided not to use its financial planning service prior to his retirement;
· he delayed making his decision until the implications of the pensions legislation which came into force in April 2006 were fully understood by his IFA.

9. Alexander Forbes says:
· it accepts that it took too long;  if it had dealt with the matter in accordance with its usual timescales, all the necessary information and forms would have been ready in October 2006 and the transfer could have been completed in January 2007, hence its offer;

· it is not willing to make a contribution to the IFA’s fees because Mr Thomas could have obtained free advice from the Pensions Advisory Service (TPAS);
· some of the delay was due to inactivity on the part of Mr Thomas’s IFA.

Conclusions
10. In December 2005 Mr Thomas was provided with the quotation he required, but he took no action on it.  Mr Thomas complains of delay by Alexander Forbes in providing that quotation, but the fact is that he and his IFA were given the necessary information well before his normal retirement date.  If Mr Thomas had decided then what he wanted to do, it seems to me to be more likely than not that the necessary arrangements would have been in place for his retirement in the following July.
11. Mr Thomas was still considering his options a month before his normal retirement date.  Bearing in mind that his intention appears to have been to transfer his preserved benefits in the Scheme to another pension provider, he had left matters late in the day.  For six months he took no action at all, despite having been provided with a transfer quotation.  Mr Thomas says that he delayed because of new pensions legislation.  That was his choice and I do not uphold Mr Thomas’s complaint that delays by Alexander Forbes caused his retirement to be delayed.  Nor have I seen any evidence that Alexander Forbes was biased against him, bearing in mind that it accepted that it had taken too long and offered compensation for the delay.
12. Mr Thomas’s IFA requested a fresh transfer value quotation on 19 July 2006 and it took Alexander Forbes nearly five months to supply all the information required.  The usual maximum allowed in the statutory regulations is three months, so the transfer quotation should have been supplied by 18 October 2006 at the latest.  Mr Thomas took a month to decide to go ahead, as presumably he needed to discuss the options with his IFA.  So he could have requested a transfer on 18 November 2006.  From the time that the discharge forms were submitted, Alexander Forbes took two months to process the transfer (well within the six months allowed by the regulations) so the transfer could have been concluded by 18 January 2007 instead of 16 May 2007.  Therefore, the compensation for Alexander Forbes’ admitted maladministration needs to be based on the transfer value as at 18 January 2007.
13. Strictly speaking, transfer quotations and payment of transfer values are the responsibility of the trustees of the Scheme.  Mr Thomas has not complained to me about the trustees, but as Alexander Forbes has made an offer of compensation, it appears that it is not necessary for Mr Thomas to widen his complaint so as to include the trustees.
14. TPAS is not an IFA.  It assists members of the public with pension problems and I note that Mr Thomas sought the assistance of TPAS when he complained to Alexander Forbes.  I do not follow Alexander Forbes’ argument that Mr Thomas should have consulted TPAS instead of an IFA.  Mr Thomas required financial advice tailored to his situation, including the selection of a new pension provider and arranging a transfer.  These were matters outside TPAS’s scope.  The IFA was doubtless caused extra work chasing Alexander Forbes for a transfer value quotation.  Far from being inactive as Alexander Forbes suggests, the IFA pressed Alexander Forbes for answers, even going so far as lodging a formal complaint.  The IFA says the extra work cost Mr Thomas £1,725 but Mr Thomas is only seeking £500 of that, a figure that seems to me to be reasonable.
Directions
15. Within 28 days of the date of this Determination, Alexander Forbes shall inform Mr Thomas of the transfer value as at 18 January 2007.  If that is more than £189,426, then Alexander Forbes shall arrange, forthwith, to pay the difference to Scottish Equitable as an additional transfer value.

16. Within 28 days of the date of this Determination, Alexander Forbes shall pay Mr Thomas £500 as compensation for the extra fees he incurred as a result of the delay.

TONY KING

Pensions Ombudsman

16 December 2008
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