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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN
	Applicant
	Mr Robinson

	Scheme
	Self Invested Pension Plan (the Plan)

	Respondents
	Capita SIP Services (Capita)


Subject

Mr Robinson’s complaint is that Capita delayed the transfer of funds (specifically two Bank of Scotland (BoS) Bonds) from the Plan to his new SIPP with Hornbuckle Mitchell, which caused him a financial loss since he was not able to execute the investment strategy that he wished to. 
The Pensions Ombudsman’s determination and short reasons

The complaint should be upheld against Capita because they delayed the ‘in specie’ transfer of the two BoS Bonds, which caused Mr Robinson a financial loss. 
DETAILED DETERMINATION

Material Facts

1. Mr Robinson’s Plan was comprised of:

· a property (joint shared with his business partner, who also had a SIPP with Capita).
· five different stocks (two with the same provider).

· two Trustee Investment Plans.
· two BoS Bonds – a 6 months Bond (maturing on 26 August 2005) and a 12 months Bond (maturing on 27 February 2006).

· a BoS Deposit Account.

· a Standard Life Deposit Account. 

· a Royal Bank of Scotland Current Account.
2. As a result of dissatisfaction with Capita, Mr Robinson decided to transfer in-specie his Plan’s assets to a SIPP with Hornbuckle Mitchell. 

3. Capita issued a transfer discharge form and receiving scheme warranty to Mr Robinson on 11 April 2005 and completed a valuation of the Plan’s portfolio (as at 1 April) on 12 April.

4. Capita received the completed documents in May from Hornbuckle Mitchell. Mr Robinson had incorrectly completed the receiving scheme and address section of the transfer discharge form (Capita requested that he complete this section again on 29 June) but this did not prevent Capita from proceeding with the processing of Mr Robinson’s transfer request. In their letter to Mr Robinson, of 29 June, Capita said:
“Please note that we have started our transfer out process and the above issue has not caused delay to our transfer process though we will not be able to complete the transfer until we have received this document”.  
Capita received the correctly completed form in early July.

5. Capita commenced and completed the transfer of the Plan’s various assets as follows (insofar as the evidence my office has been provided with shows):

	
	Commenced
	Completed

	Property
	23/5/05
	11/05

	Fidelity Fund Major Markets
	21/7/05
	19/10/05

	Fidelity Fund European
	21/7/05
	19/10/05

	DWS European Growth
	21/7/05
	27/7/05

	Schroeder UT Ltd Pacific
	21/7/05
	26/7/05

	HBOS Stock
	20/7/05
	8/6/06

	Prudential TIP
	26/7/05
	12/8/05

	NU TIP
	26/7/05
	9/12/05

	BoS Bonds
	27/9/06
	10/1/07

	BoS Deposit Account
	24/7/06
	2/8/06 paid into RBoS a/c

	Standard Life Deposit Account
	
	10/06

	RBoS Current Account
	
	15/3/07


6. In early August 2005, Mr Robinson instructed Capita to invest the expected maturity value of the 6 months Bond plus an additional sum (held in a BoS current account) between two BoS investments. Capita failed to meet the deadline for both investments. Mr Robinson complained and instructed Capita (on 5 October) to invest the total sum (approximately £182,000) in a new 6 months BoS Bond, which was successfully done. The Bond commenced at the end of October. Subsequently Mr Robinson accepted from Capita compensation of £738.52 for the two missed investment opportunities.
7. With the October instruction, Mr Robinson told Capita that:

“BoS dies not consider a change of SIP Trustee/Administrator as being a ‘break’ in the Bond period…”  

8. In February 2006, Mr Robinson instructed Capita to invest the expected maturity value of his 12 months Bond in another 12 months BoS Bond (total reinvestment £242,000). The maturity date of the new 12 months Bond was 11 April 2007. 
9. In May 2006, Mr Robinson instructed Capita to reinvest the April maturity value of his 6 months Bond in a new 6 months Bond (total reinvestment £185,000). The maturity date of the new 6 months Bond was 10 January 2007.  
10. It was not until the end of September 2006 that Capita actively commenced working on the in-specie transfer of Mr Robinson’s two BoS Bonds. On 27 September, Capita wrote to Halifax PLC and BoS requesting confirmation that it was possible to re-register the two Bonds (from Capita to Hornbuckle Mitchell) mid-term, and if so, to implement required the parties involved to complete a letter of authority. In October, Capita chased BoS for a written response. 
11. In November, Capita agreed to refund an annual administration fee of £573 “in recognition of the ongoing delay in completing the transfer of [Mr Robinson’s] pension fund to Hornbuckle Mitchell”. 

12. On 27 November, BoS confirmed to Capita that the two Bonds held in Capita’s name could be re-registered to Hornbuckle Mitchell, subject to Hornbuckle Mitchell passing BoS’ identity checks and the submission of a written instruction from all parties concerned.  
13. On 7 December, Capita sent to Hornbuckle Mitchell a signed a letter of authority to re-register the two Bonds - for Hornbuckle Mitchell to sign and forward to BoS. The two Bonds were subsequently transferred by BoS to Hornbuckle Mitchell on 10 January 2007.

14. Following the transfer, Mr Robinson reinvested the maturity value of his 6 months Bond in a BoS fixed term deposit and, on 18 May,  reinvested £214,000.00 of the maturity value of his 12 months Bond through Cofunds (an investments administrator):
	Funds Purchased
	Amount invested net charges (approximately 2.22 per cent) 

	Old Mutual Corporate Bond
	£36,750.00

	M&G Corporate Bond
	£36,750.00

	New Star High Yield Bond
	£19,012.50

	Standard Life Higher Income
	£19,061.25

	Jupiter Income Trust
	£34,133.34

	New Star UK Growth
	£31,687.50

	M&G Recovery Fund
	£31,850.00


15. Mr Robinson complained to Capita, via the Pensions Advisory Service, about the time they had taken to complete the transfer to his new SIPP and requested compensation of £13,249.97 plus costs.

16.  That figure was based on Mr Robinson’s view that the transfer should have been completed, at the latest, by early June 2006. He said if this had occurred, he would have made the May 2007 investments via Cofunds the previous June. As a result of Capita’s delay, Mr Robinson claimed the difference between the growth in these investments from June 2006 to May 2007 less the BoS Bond interest he had earned on £214,000 over the same period.   
17. Capita agree that the transfer was not completed as soon as it should have been – which is why they compensated Mr Robinson £738.52 (for the August 2005 lost investment opportunities) and refunded the Plan’s annual administration fee of £573 – but dispute the financial loss claimed by Mr Robinson, since over the transfer period Mr Robinson “retained the ability to trade and therefore was not restricted in anyway to either buying or selling stock”. 
18. Capita refer to a previous case determined by the then Deputy Pensions Ombudsman in which it was found that the complainant could have moved out of cash before a transfer had taken place. 

19. Mr Robinson concedes that whilst the assets transfer was in process he was not restricted in how he chose to reinvest the maturity values of his BoS Bonds. However, he says he chose not to make alternative investments because:
· Capita at the outset had assured him the transfer would take between six and nine months to complete.

· He did not want to invest the Plan’s assets (whilst with Capita) in new investments because Capita had failed to implement previous instructions and had generally provided a poor administration service. 

· The investment strategy he had agreed with Hornbuckle Mitchell was to complete the transfer of the Plan’s assets to his new SIPP and add to this  assets transferred from his other holdings with other providers (Prudential, Allied Dunbar, Abbey Life and Equitable Life). The asset pot was then to be split between ‘investment platforms’ with Cofunds and Selestia, with the best investments retained and the balance converted to cash for reinvestment in equities, property, corporate bonds and cash.

· Allowing Capita to make the same investments through Cofunds and Selestia would have incurred more fees and initial charges.

· He had no certainty as to when the transfer would be completed and therefore he chose to reinvest the maturity value of his BoS Bonds in new Bonds as a compromise.

20. Mr Robinson has told my office that he was surprised that Capita were concerned about the transfer of his two BoS Bonds to Hornbuckle Mitchell, since any breach of bond regulations would only affect him (resulting in “a substantial loss of interest”) and, in any case, he had previously notified Capita (in October 2005) that he had checked the matter with BoS, who had confirmed that the change in administrator would not affect the status of either Bond.     

21. Mr Robinson provided my office with a breakdown of his SIPP’s BoS Current Account (April 2006 to January 2007), to demonstrate the implementation of his investment strategy when the sale of investments he held with other providers were paid-in.  In summary this shows:   
	Date
	Description
	Debit (£)
	Credit (£)

	10/4/06
	Sale of Norwich Union funds
	
	100,748.02

	19/4/06
	Purchase of NU funds
	40,000.00
	

	24/4/06
	Sale of  Prudential  investment 
	
	69,804.53

	4/5/06
	Selestia investment
	120,000.00
	

	31/5/06
	Transfer-in from Allied Dunbar pension   
	
	199,089.29

	8/6/06
	Transfer-in from Abbey Life pension (1)
	
	6,218.30

	8/6/06
	NU investment
	53,000.00
	

	9/6/06
	Selestia investment
	159,000.00
	

	12/6/06
	Transfer-in from Abbey Life pension (2)
	
	6,481.43

	29/11/06
	Transfer-in from Equitable Life pension
	
	85,499.77

	8/1/07
	BoS fixed term deposit
	148,000.00
	


Conclusions
22. Capita concede that the transfer of the Plan’s assets should have been completed sooner, but say that Mr Robinson retained the ability to trade throughout the process. Effectively, Mr Robinson chose to reinvest the maturity value of his two BoS Bonds in new BoS Bonds, rather than in other investments.  
23. That was true in principle.  But Mr Robinson’s particular explanation for not wanting to invest before the transfer was complete is logical reasonable and predictable. I find it was entirely reasonable for Mr Robinson to defer investing in the markets until the funds were in the Hornbuckle Mitchell SIPP.  My view is that if Capita had not delayed the in-specie transfer of the two BoS Bonds, on the balance of probabilities, Mr Robinson would have invested a proportion of the maturity value of these investments via Cofunds in September 2005, rather than in a new 6 months BoS Bond (in October 2005).
24. I am influenced in reaching that conclusion by the fact that the summary of movements in and out of the new SIPP’s Current Account indicates it was Mr Robinson’s practice to reinvest sums shortly after they had been deposited in the account. 
25. The available evidence shows that Capita commenced processing the in-specie transfer of the two BoS Bonds in late September 2006. This constitutes maladministration. There was nothing which prevented Capita from progressing this part of the Plan’s transfer in parallel with the in-specie transfer of the Plan’s other assets/investments. 
26. In my opinion, from late September 2006 to the date of transfer (10 January 2007), a total period of 75 working days, there was no unreasonable delay by Capita in processing the transfer of the two BoS Bonds. Mr Robinson queries why Capita required BoS’ confirmation that the transfer was allowable before proceeding (since if the transfer breached bond regulations any resulting loss would be solely for him to bear and, in any case, in October 2005 he had notified Capita that BoS did not consider the transfer “as being a ‘break’ in the Bond period”), in my judgment it was not unreasonable for Capita to check that the step they were about to take on Mr Robinson’s behalf would not be harmful.

27. Therefore, my view is that Capita should have completed the transfer of the two BoS Bonds by 18 August 2005 (that is 9 May 2005, when Capita received Mr Robinson’s transfer discharge form, plus 75 working days).
28. Adding the 27 working days (that is 11 April 2007 to 18 May 2007) it took Mr Robinson to reinvest £214,000 (of the maturity value of his 12 months BoS Bond) through Cofunds, gives a reinvestment date of 26 September 2005.

29. At about this date, the Plan’s BoS Deposit Account held approximately £182,000. 
30. Mr Robinson says he could have invested through Cofunds a further £10,000.00 to £13,000.00. That may be so but in the absence of clear evidence that he did not do so because of the delay Mr Robinson’s loss should properly be based on the sum he actually reinvested at about this time (that is £182,000.00, in a 6 months BoS Bond in October 2005).
31. Appendix A (see below) compares the units/shares that £177,960 (that is £182,000 less 2.22 per cent for approximate charges) would have purchased on 26 September 2005 with the units that would have been purchased by this sum on 18 May 2007 (when Mr Robinson reinvested £214,000via Cofunds). As at 27 January 2010, the value of the units shortfall is £26,234.66. 
32. Appendix B (see below) shows the BoS Bond interest earned on £182,000over the same period.  It was £14,308.
33. So Mr Robinson’s financial loss is £11,926.66 (that is £26,234.66 - £14,308.00). Inevitably this is not an exact calculation, and expressing compensation in round terms gives £12,000.00.
34. I also recognise in my direction below that Mr Robinson has experienced distress and inconvenience. Whilst £250 is a modest sum it does reasonably acknowledge the nuisance that Mr Robinson has experienced.  It is not intended to compensate Mr Robinson for his time on a professional basis.
35. For the reasons given above I uphold the complaint.

Directions   
36. I direct that within 21 days of this determination, Capita are to:

· pay £12,000 into Mr Robinson’s SIPP’s current account; and

· pay Mr Robinson £250 as compensation for the distress and inconvenience caused to him.  
TONY KING
Pensions Ombudsman

5 March 2010 
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	£177,960
	
	
	
	
	
	
	
	
	
	
	
	
	

	Funds Purchased
	
	as a proportion of 18/5/07
	
	Price
	
	Quantity 
	
	Price 
	
	Quantity 
	
	Difference
	Price
	Value
	Loss

	
	
	investment
	
	18/5/07
	
	Bought
	
	26/9/05
	
	Bought
	
	
	27/1/10
	
	(£26,234.66 - £14,308)

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Old Mutual Corp Bond
	
	£31,255.43
	
	1.5107
	
	20,689.37
	
	1.4507
	
	21,545.07
	
	855.70
	1.4520
	£1,242.47
	 

	M&G Corporate Bond
	
	£31,255.43
	
	0.3636
	
	85,961.03
	
	0.3584
	
	87,208.24
	
	1,247.20
	0.4436
	£553.26
	 

	New Star High Yield Bond
	
	£16,169.90
	
	0.6003
	
	26,936.37
	
	0.5963
	
	27,117.06
	
	180.69
	0.4881
	£88.19
	 

	Standard Life Higher Income
	
	£16,211.36
	
	0.7994
	
	20,279.41
	
	0.7016
	
	23,106.28
	
	2,826.86
	0.8341
	£2,357.89
	 

	Jupiter Income Trust
	
	£29,029.99
	
	5.8177
	
	4,989.94
	
	4.3922
	
	6,609.44
	
	1,619.50
	3.9257
	£6,357.67
	 

	New Star UK Growth
	
	£26,949.84
	
	0.7387
	
	36,482.79
	
	0.5425
	
	49,677.12
	
	13,194.33
	0.3975
	£5,244.75
	 

	M&G Recovery Fund
	
	£27,088.04
	
	2.1265
	
	12,738.32
	
	1.5470
	
	17,510.05
	
	4,771.72
	2.1775
	£10,390.43
	 

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	 

	
	
	£177,960.00
	
	
	
	
	
	
	
	
	
	
	
	£26,234.66
	£11,926.66
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	Interest on £182,000 invested in BoS Bond 26/9/05 - 18/5/07
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	BoS
	
	
	
	
	
	
	
	Interest
	

	Date
	Interest Rate
	
	Number of days 
	
	
	
	Amount
	
	Earned 
	

	
	
	
	
	
	
	
	
	
	
	

	26/9/05 - 30/10/05
	4.45
	
	35
	
	
	
	£182,000
	
	£777
	

	31/10/05 - 7/11/05
	5
	
	8
	
	
	
	£182,000
	
	£199
	

	8/11/05 - 15/12/05
	4.25
	
	38
	
	
	
	£182,000
	
	£805
	

	16/12/05 - 24/1/06
	4.5
	
	40
	
	
	
	£182,000
	
	£898
	

	25/1/06 - 23/2/06
	4.7
	
	30
	
	
	
	£182,000
	
	£703
	

	24/2/06 - 11/4/06
	4.74
	
	47
	
	
	
	£182,000
	
	£1,111
	

	12/4/06 - 24/5/06
	4.7
	
	43
	
	
	
	£182,000
	
	£1,008
	

	25/5/06 - 10/07/06
	4.8
	
	47
	
	
	
	£182,000
	
	£1,125
	

	11/7/06 - 6/8/06
	4.46
	
	27
	
	
	
	£182,000
	
	£600
	

	7/8/06 - 6/9/06
	4.69
	
	31
	
	
	
	£182,000
	
	£725
	

	7/9/06 - 6/10/06
	4.7
	
	30
	
	
	
	£182,000
	
	£703
	

	7/10/06 - 6/11/06
	4.69
	
	31
	
	
	
	£182,000
	
	£725
	

	7/11/06 - 6/12/06
	4.9
	
	30
	
	
	
	£182,000
	
	£733
	

	7/12/06 - 6/1/07
	4.95
	
	31
	
	
	
	£182,000
	
	£765
	

	7/1/07 - 6/2/07
	4.98
	
	31
	
	
	
	£182,000
	
	£770
	

	7/2/07 - 6/3/07
	5.26
	
	28
	
	
	
	£182,000
	
	£734
	

	7/3/07 - 6/4/07
	5.23
	
	31
	
	
	
	£182,000
	
	£808
	

	7/4/07 - 6/5/07
	5.31
	
	30
	
	
	
	£182,000
	
	£794
	

	7/5/07 - 18/5/07
	5.41
	
	12
	
	
	
	£182,000
	
	£324
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	Total
	
	£14,308
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