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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN

Complainant
:
Miss A E Wilkins

Scheme
:
Alliance & Leicester Pension Scheme

Trustees
:
The Appointed Trustees of the Scheme

Employer
:
Alliance & Leicester plc (Alliance & Leicester)

THE COMPLAINT (dated 10 April 2001)
1. Miss Wilkins alleges maladministration by the Trustees and Alliance & Leicester in that:

i) Her initial request for ill-health early retirement from the Scheme was improperly refused.

ii) She was not provided with the calculations used for her incapacity benefits when requested.

iii) She was not provided with the details of the late payment interest on her benefits when requested.

iv) She was not provided with the amounts of the arrears of her pension benefits when requested.

v) Interest was only provided on the arrears of her benefits for a period of twelve months.

2. Miss Wilkins says that the whole episode following the initial refusal of her request for ill-health early retirement has caused her injustice consisting of financial loss and non-financial loss in the form of distress and inconvenience.

MATERIAL FACTS
The First Complaint.  Refusal of ill-health early retirement.
3. In a letter to Miss Wilkins dated 16 July 1999, Alliance & Leicester stated that consideration had been given to whether she would be eligible for incapacity benefits from the Scheme but, based on medical advice received, she did not meet the criteria required.  Alliance & Leicester stated that, having considered all of the information available, their only option was to confirm that her contract of employment was to be terminated on the grounds of ill-health with effect from 8 October 1999.

4. “Incapacity” is defined in the Rules of the Scheme as meaning:

“Ill-health which in the opinion of the Principal Employer is sufficiently serious to prevent a Member from following his normal occupation or a reasonable alternative occupation or to impair seriously his earning ability.  For this purpose the Principal Employer can call for and rely on any medical evidence it thinks appropriate.”

5. Miss Wilkins’ general practitioner had advised Alliance & Leicester that she was expected to make a recovery, although a consultant psychiatrist had indicated that she was unlikely to be able to return to work in the near future.  The psychiatrist had also indicated that there were grounds for early retirement, although I am not sure whether the psychiatrist was aware of the criteria used by the Scheme.  Following receipt of that opinion, Alliance & Leicester was advised by its own medical adviser, after consultation with Miss Wilkins, that her longer term prognosis was good and that she would eventually return to paid duties.

6. In a letter to Miss Wilkins dated 17 October 2000, Alliance & Leicester stated that her claim for ill-health early retirement had been reviewed and the payment of incapacity benefits had been authorised.

7. On the same day, Alliance & Leicester also wrote to the Administrator of Scheme explaining that the revised decision had been taken after taking account of a ruling on a different complaint, not involving the present parties, by my predecessor, and Miss Wilkins’ case had been reviewed by the Trustees.  Alliance & Leicester stated that it would calculate the arrears of Miss Wilkins’ benefits, the payment of which had been authorised from 9 October 1999.

8. Miss Wilkins claims she suffered injustice because she was dismissed and had no income until after her claim was properly considered by the Trustees and Alliance & Leicester.

The Second Complaint.  Non-provision of calculations used for incapacity benefits.
9. On 7 November 2000, Miss Wilkins asked Alliance & Leicester how the figures for her incapacity benefits had been calculated.  Reply was made on the next day and Alliance & Leicester stated that her incapacity benefits were based on service and salary to the date of leaving service, plus an additional five years service, with no early retirement reduction factor applied but, as there was a complicated formula involved, the Administrator of the Scheme had been asked for a copy of the calculations.

10. A copy of the Administrator’s calculations was provided by Alliance & Leicester to Miss Wilkins on 5 December 2000.  The copy showed that it had been faxed to Alliance & Leicester on 8 November 2000.

The Third Complaint.  Not provided with details of interest when requested.

11. On 1 December 2000, Miss Wilkins requested Alliance & Leicester to advise her of the actual “Bank Base Rate” which had been used in the interest calculations for the late payment of her incapacity benefits.

12. Alliance & Leicester replied on 5 December 2000, and stated that the bank base rate used was 6%.

The Fourth Complaint.  Not provided with information about amount of pensions arrears when requested
13. On 30 December 2000, Miss Wilkins wrote to Alliance & Leicester asking for a complete breakdown of the pension adjustment and interest figure of £11,263.67 which was to be paid to her on 1 January 2001, as this information was required for both personal and tax purposes.

14. Alliance & Leicester have told me that Miss Wilkins’ request was overlooked and have provided me with a copy of the calculations which was sent to Miss Wilkins on 5 December 2001.

The Fifth Complaint.  Interest was only paid on arrears of benefits for a period of 12 months.
15. In a letter to Miss Wilkins dated 8 November 2000, Alliance & Leicester stated that in order for her pension payments to commence on 1 December 2000, her decision about the form of the benefits to be taken would be required before 20 November 2000.   Miss Wilkins posted the required pension payment instruction form to Alliance & Leicester on 17 November 2000 but it was not received until 21 November 2000.  Payment of the pension and pension arrears was made by Alliance & Leicester on the 1 January 2001, but no additional interest was added to the pension arrears for the one month later date of payment.

CONCLUSIONS
The First Complaint

16. There does appear to be some inconsistency on the part of Alliance & Leicester in deciding that Miss Wilkins’ health was such as to justify her employment being terminated but not such as to be sufficiently serious to prevent her following her normal occupation.  However, Alliance & Leicester’s medical adviser had expressed an opinion that Miss Wilkins’ longer term prognosis was good and Alliance & Leicester was entitled to rely on the medical advice received.  Whilst that view was later revised I do not regard the original decision as having been taken with maladministration.  I do not uphold the First Complaint.

The Second Complaint

17. Miss Wilkins’ request for advice on how her incapacity benefits had been calculated was made to Alliance & Leicester on 7 November 2000.  She was provided with a broad description of the calculation by Alliance & Leicester on the next day, together with the additional advice that the Administrator had been asked for a copy of the calculations.  This was faxed by the Administrator to Alliance & Leicester on 8 November 2000, but it was not provided to Miss Wilkins until 5 December 2000.  I do not see that this delay caused Miss Wilkins any material injustice.  I do not uphold the Second Complaint.

The Third Complaint

18. On 1 December 2000, Miss Wilkins asked Alliance & Leicester about the rate of interest which was to be applied to her arrears of incapacity benefits.  Alliance & Leicester replied to this request on 5 December 2000.  There was, therefore, no delay on the part of Alliance & Leicester.  I do not uphold the Third Complaint.

The Fourth Complaint
19. Miss Wilkins’ request for a breakdown of the arrears of the pension benefits and interest to be paid to her on 1 January 2001, was made to Alliance & Leicester on 30 December 2000.  This request was overlooked by Alliance & Leicester and the information was provided to me on 25 October 2001 and to Miss Wilkins on 5 December 2001 as a result of this investigation.  Although this failure was maladministration by Alliance & Leicester, I am not persuaded that Miss Wilkins suffered any material injustice as a result.  I do not uphold the Fourth Complaint.
The Fifth Complaint
20. The payment of Miss Wilkins’ pension, arrears of pension and late interest on the arrears of pension, was delayed for one month because of the failure of the pension payment instruction form to reach Alliance & Leicester in time for the deadline of the December 2000 payroll.  This delay was not caused by any maladministration by either the Trustees or Alliance & Leicester.  I do not uphold the Fifth Complaint.
DAVID LAVERICK

Pensions Ombudsman

5 August 2002
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