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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN
	Applicant
	:
	Mr S Northan

	Scheme
	:
	Zurich Personal Pension Plan 01152679

	Respondents
	:
	Zurich Assurance Ltd (Zurich)


Subject
Mr Northan has complained that Zurich did not make reasonable efforts to trace his son’s next of kin within two years of his death. He says that as a consequence a taxable charge of £4,624 has arisen, which would not otherwise have been payable.

The Ombudsman’s determination and short reasons
The complaint should be upheld because:

· Tracing Mr Northan’s son’s employer would have led Zurich to his next of kin since they were one and the same.

· Tracing the company should not have taken more than two years, even with a change of address.

· Zurich did not fulfil the requirements of good administrative practice and failed to trace the next of kin within a reasonable time.
DETAILED DETERMINATION
Material Facts
1. Mr Northan’s son, Mr J Northan, held a personal pension with Zurich. He was employed in the family business with his father. When he established the personal pension many years before the events to which this complaint relates he provided Zurich with details of his then home address and his employer’s address.
2. Mr J Northan changed his home address after establishing the personal pension but did not inform Zurich.  His employer’s address also changed.  Again, Zurich were not informed.

3. Zurich have said that correspondence for Mr J Northan was returned to them in September 1996 marked “gone away”. They say it was their normal procedure to write to an employer to locate an address, but the address they had for the employer was also out of date.
4. Mr J Northan died on 6 February 2004. At the time he had been living with and working with his father. Zurich were notified of his death by HM Revenue and Customs (National Insurance Contributions Office) (HMRC) on 5 March 2004.  Under the personal pension rules and policy, a lump sum was payable.
5. Zurich say that they have a dedicated team for locating customers who have moved and that they reinvestigate unpaid claims on an annual basis. In Spring 2007, presumably as a result of the reinvestigation two years after Mr Northan’s death, they succeeded in tracing Mr Northan via the 192.com website.

6. On 19 April 2007, Zurich wrote to Mr Northan saying that they were trying to trace Mr J Northan’s next of kin of and asking him to call them concerning an unpaid claim. Mr Northan is his son’s next of kin. Following contact from Mr Northan and verification of his identity, Zurich notified him that a lump sum of £11,560.43, less £4,624.17 tax, was payable.

7. Zurich explained that, because payment was being made more than two years after the date of his son’s death, Mr Northan was liable for an unauthorised payment charge of 40% of the gross payment. They also explained that, because the lump sum represented more than 25% of the benefits held in the scheme, a surcharge of 15% was also payable. Zurich went on to explain that HMRC might reduce the total charge to 15%, in which case, they would refund the excess. They warned, however, that the process might take up to two years to complete because of the HMRC assessment periods.

Submissions

8. Mr Northan says:

· HMRC had both his son’s address and his employer’s address (via a P45); all that Zurich had to do was ask HMRC for it.

· It is true that his company had changed its address, but a call to Directory Enquiries or a “Google search” would have located their new details.

· Mr J Northan’s pension plan was a “rebate-only” plan and there were no ongoing direct debits, etc., which might have alerted his executors to its existence.

9. Zurich says:

· They had attempted to trace Mr Northan’s son when correspondence was returned in 1996.

· They were unable to contact his employer because they only held a previous address.

· They were only able to trace him when they had the systems available to trace clients electronically.

· Although HMRC were notified of Mr J Northan’s address and his employer’s correct address, they were not.

· It is the client’s responsibility to keep them informed of their contact details.

· As his employer, father and executor of his estate, they would assume that Mr Northan was aware of his son’s pension arrangements and would contact them to notify them of his death.

· They should not be held 100% responsible for the costs; 50% would be more appropriate.

Conclusions

10. Zurich were informed of Mr J Northan’s death in March 2004, but it was not until April 2007 that they made contact with his father. Obviously Mr J Northan ought to have informed Zurich of his changes of address. However, on his death a benefit became payable and it was Zurich’s task to make the payment to an eligible recipient.  I have seen no evidence of what Zurich actually did in 2004, 2005 or 2006 but I agree with Mr Northan that it would not have been a difficult task to trace the company, even before 192.com was available to assist. In Mr J Northan’s particular circumstances, if Zurich had contacted his employer, they would have reached his next of kin.

11. In the circumstances, I find that Zurich did not take adequate steps to trace Mr J Northan’s next of kin within a reasonable time.  I uphold Mr Northan’s complaint against Zurich.
Directions

12. Within 21 days of the date of this determination, Zurich shall pay Mr Northan £4,624.17 to compensate him for the tax deduction caused by their delay in finding him. They shall also pay simple interest on that sum at the rate for the time being quoted by the reference banks from the date of Mr J Northan’s death to the date of payment.
TONY KING

Pensions Ombudsman

20 October 2008
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