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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN

Applicant:
Mr K Calford FILLIN "Enter Complainant's name" \* MERGEFORMAT 

Policy:
GE Life Compulsory Purchase Annuity, No. 368787 FILLIN "Enter Scheme name" \* MERGEFORMAT 

Respondent:
GE Life Limited (GE Life)

MATTERS FOR DETERMINATION 

1. Mr Calford complains that GE Life delayed processing his application for a compulsory purchase annuity to be bought from the proceeds of another pension arrangement. As a result of the delay, the amount available to purchase the annuity reduced by £1,788. Mr Calford claims that he has suffered a financial loss and distress and inconvenience.

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

POLICY INFORMATION
3. Mr Calford’s original policy was a Free-Standing Additional Voluntary Contribution policy (FSAVC) with Prudential - Membership Number 80050355. The proceeds of that policy were transferred to a Compulsory Pension Annuity policy with GE Life issued on 23 January 2003 policy number 368787.

MATERIAL FACTS

4. On 14 October 2002 Mr Calford’s financial adviser sent a partially completed transfer application to GE Life for them to complete and forward to Prudential.

5. On 22 October GE Life sent the paperwork to Prudential and it was received by Prudential on 25 October.

6. The transfer value of Mr Calford’s FSAVC,  quoted by Prudential on 14 October 2002, was £23,682.08. This figure was not guaranteed and was subject to re-calculation at the date of payment. GE Life’s annuity quotation, dated 10 October, showed that a purchase price of £23,637 would purchase an annual pension of £1,278. The annuity rate was guaranteed providing the quotation was accepted by 20 October 2002 and the purchase price paid by 3 November.

7. At the time of the quotation by Prudential a Market Value Reduction (MVR) was in use by them under which funds were reduced if transferred away from Prudential. But no MVR was applied to funds below £25,000. Prudential changed the limit below which the MVR applied from £25,000 to £10,000 on 21 October 2002. On 28 October Prudential advised Mr Calford’s financial adviser that the reduced transfer value, as a result of application of the MVR, was £21,943.00 i.e. the MVR was £1,787.78.

8. The financial adviser complained to GE Life about the reduction in the transfer value on the grounds that such reduction would not have taken effect had there not been a delay by GE Life in forwarding the documentation to Prudential. GE Life offered to “uplift the purchase price by £500 for the delay in returning the Prudential’s Declaration form”. They acknowledged there had been a delay but did not consider a week to be an unreasonable time in which to process the application. They also said “It goes without saying that we were not responsible for the Prudential implementing revised MVRs without notice.” In a telephone conversation with the adviser, GE Life mentioned that moving premises and a change in staff had contributed to the delay. The financial adviser rejected the offer of £500.

9. GE Life made a further offer of one half of the reduction, i.e. £894, saying that they believed this to be “a fair offer of compensation in this circumstance”. On the advice of his financial adviser and because he wanted to avoid further delay, Mr Calford accepted this offer “without prejudice”.

10. On 20 November 2002 £22,082.72 was sent by Prudential to GE Life, representing the transfer value less an MVA of £1,710.79.  Mr Calford’s annuity was set up with effect from 15 October 2002.  The purchase price was £22,976.72 being the amount received from Prudential plus the compensation payment. This purchased an annual pension of £1,271.

11. In response to Mr Calford’s complaint to me, GE Life say that:

11. they do not believe they delayed setting up Mr Calford’s annuity. Their “Service Level Agreement for processing applications is 7 working days and the annuity was established within this timescale”;

11. the payment of £894 was offered as a “gesture of goodwill”. In addition, backdating Mr Calford’s annuity to 15 October 2002 would normally have attracted a fee of £250 but this had been waived;

11. they were not made aware that Prudential were going to implement an MVR and do not believe that they should be held responsible for the total reduction in the value of Mr Calford’s fund.

12. Mr Calford contends that:

12. there were delays in processing his application and GE Life admitted as much in letters and telephone calls to his financial adviser;

12. seven working days is an unacceptable timescale when dealing with annuities which are time-sensitive; and

12. he “lost” £894 and subsequently suffered a reduction in his monthly income.

CONCLUSIONS

13. In dealing with the purchase of an annuity it is known to pension providers and advisers that annuity rates can change within very short timescales. It is common for the rates to be guaranteed for example, in Mr Calford’s case, rates were guaranteed for 10 days. It is therefore imperative that prospective annuitants and providers act quickly. GE Life’s seven-day turnaround would, in normal circumstances, have meant that the whole transaction would have been completed in the required timescale. 

14. Within that seven days, however, Prudential lowered the threshold for the imposition of an MVA causing Mr Calford’s transfer value to be lower than he expected. GE Life cannot be held responsible for Prudential’s actions.

15. I have reservations about regarding such delay as there was on the part of GE Life as maladministration. Even if I did, I would regard the compensation that has been offered by GE Life as adequate redress. I am not therefore making any direction for any further payment. 

DAVID LAVERICK

Pensions Ombudsman

25 August 2004
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