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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE DEPUTY PENSIONS OMBUDSMAN
	Applicant:
	Mrs SAB Page

	Scheme:
	Personal Pension Management Ltd Free-Standing AVC Scheme (FSAVC)

	Respondent:
	Capita SIP Services (formerly Personal Pension Management Limited, PPML)


MATTERS FOR DETERMINATION 

1 The Applicant complains that, since November 2000, PPML failed to:

1.1 Collect dividends and tax refunds;
1.2 Send regular statements relating to investments or provide sufficient information; and

1.3 Respond to complaints.

2 The Applicant maintains that she has sustained significant financial loss from PPML’s failure to recognise that dividends have not been credited when due and for failing to obtain tax credits for dividends it has received. She also maintains she has suffered through PPML’s overcharging.

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

FSAVC TERMS AND CONDITIONS
4 The PPML FSAVC is a pension arrangement approved by HMRC. PPML’s terms of business and the services it provided were set out in its Customer Agreement and the appendices thereto, which policyholders sign at the inception of the policy. The sections of the Customer Agreement relevant to this complaint are, in summary:
4.1 PPML is the trustee of the FSAVC arrangement (the Scheme) and all investments are made in the name of PPML; 

4.2 Members (i.e. policy holders) may appoint one or more investment advisers/manager(s) at any time;

4.3 PPML is not the investment adviser or the investment manager; nor is it the custodian of the assets of the Scheme;

4.4 Fees or charges levied by investment managers will be deducted from the Scheme fund;

4.5 Monies relating to Scheme transactions will be held in a designated bank account;

4.6 PPML will account for all transactions effected and assets held on a “periodic basis”;

4.7 Complaints should be made in writing to the Operations Director at PPML; 

4.8 PPML charges an initial fee, annual management fees and “Asset Action Charges” which will be deducted from the fund; and

4.9 Appendix 1, Specification of Services, lists under “Regular”:

· Collection recording and banking of dividends;

· Collection recording and banking of dividend tax reclaims;

· Preparing and issuing regular statements of transactions; and

· Preparing and issuing regular summaries of investments.

MATERIAL FACTS

5 The Applicant concluded the FSAVC (Plan Number P00118D) with PPML in late 1995.
6 The Scheme assets comprised a number of share holdings. The Bank of New York Europe Ltd (BoNY) acted as custodian for the majority of these whilst PPML acted as custodian on behalf of two other firms, Charles Stanley and F&C Asset Management, for the remainder of the share holdings.

7 From January 2000, the Applicant was in communication with PPML about the management of her account and the charges levied against it. She made a number of complaints which she detailed in a letter of 15 August 2000 to PPML, as follows:

7.1 There had been too many different individuals handling the account and that had caused confusion;

7.2 Charges made by PPML for purchases of shares appeared to be too high at £20;

7.3 Charges set out in schedules prepared by PPML appeared to be wrong and did not correspond with actual share holdings; 

7.4 There appeared to be excessive charging by the BoNY for custody services;

7.5 In some cases dividends had been received by the custodian but not properly recorded in the statements;

7.6 In several instances tax credits had not been claimed or received and not recorded. In addition, the design of the statements provided by PPML made it difficult to identify the relationship between dividends and their relevant tax credits;

7.7 Valuation statements had not been received since October 1996; and

7.8 Services had not been provided to an acceptable level since 1997 and fees for 1997, 1998 and 1999 should, therefore, be refunded.
8 PPML dealt with these points in letters dated 6 September and 12 October 2000. The letters:

8.1 Described the staffing structure relating to the Applicant’s account;

8.2 Stated that the transaction fee of £20 was in line with an announcement made to all clients on 28 April 2000. It added that, since it appeared that the Applicant had not received that announcement, PPML agreed to reduce the transaction fee to the old rate of £15 for previous and future transactions;

8.3 Explained that the apparent errors in the BoNY’s charges arose because not all the Applicant’s investments were held by the BoNY;

8.4 Confirmed that any fees alleged to be duplicated would be credited to the Applicant’s account whilst PPML investigated the matter;

8.5 Explained why some credits had not been collected. The reasons for some of the non-collection were under review by PPML;

8.6 Provided current investment statements; apologised for those that had not been provided; and confirmed that these should be issued annually in March;

8.7 Refunded the annual charge for the year 2000. PPML did not accept that the errors were “induced through our own poor administration” but that they were due to failings on the part of the BoNY; 

8.8 Credited a total of £65.49 to the Applicant’s account in respect of refunded charges;

8.9 Clarified why there was sometimes a delay in collecting dividends: the company issuing the dividend would release the funds to the nominee company which then had responsibility for distribution to individual shareholders. There would, therefore, be delay between the date on the dividend voucher and the date on which it was actually allocated to the FSAVC account. PPML said that the BoNY were particularly slow in carrying out this process and that they were in the process (October 2000) of appointing Charles Stanley as “default” custodian instead of the BoNY; and

8.10 Clarified why some tax credits had been incorrect. Since the abolition of tax relief on dividends in 1997 most dividend vouchers stated that no tax was reclaimable. However, some stocks were still entitled to tax relief and PPML’s procedures had been altered to ensure that where tax relief was due it was collected.

9 Further correspondence ensued between the Applicant and PPML from October 2000. In the main, the areas where the Applicant remained dissatisfied were:

9.1 Tax credits not being allocated to her account;

9.2 Charges being deducted incorrectly, or refunded incorrectly;

9.3 Missing letters both to her from PPML and from her to PPML;

9.4 Some of her letters to PPML going unanswered;

9.5 Invoices for PPML's charges being duplicated;

9.6 Dividends not being allocated to her account, or not being recorded correctly; and

9.7 Being given inadequate time to deal with a share conversion.

10 Most of the points raised were dealt with by PPML (for the most part within one month of receipt) and apologies tendered where it was accepted that its administration had been defective.

11 On 10 November 2001, the Applicant wrote to PPML’s Complaints Manager. She complained that she had not received a dividend schedule since March 2001. She added that, although PPML had confirmed that Charles Stanley was sending monthly valuations directly to her, she had received none.

12 The Applicant referred her complaints to the Financial Ombudsman Service (FOS) in January 2002. 

13 PPML’s Customer Liaison Manager responded to an approach from FOS on 1 March 2002.  He offered to hold a meeting with the Applicant to explain exactly how her account was managed, the nature of PPML’s working methods and its relationship with third parties such as Charles Stanley. PPML considered that the Applicant was receiving the level and detail of service to which she was entitled under her contract. PPML had earlier outlined, in a letter dated 2 November 2001, how the procedure for dividend payment operated. It was emphasised that PPML did not collect dividend payments. The responsibility for dividend collection lay with the broker or the custodian (in this case Charles Stanley) which normally received dividends up to six months after the dividend date.

SUBMISSIONS 

14 In December 2002, the Applicant’s complaint was passed to my office. PPML was asked to comment on the complaints and it responded on 9 January 2003 as follows:

14.1 PPML had written to the Applicant on various occasions “to explain the situation and clarify matters”;

14.2 The account was now “complete and correct”;

14.3 Double-checking was being carried out in regard to dividend payments and the crediting of tax relief to ensure that their records were correct; and

14.4 PPML could not see how the Applicant could be disadvantaged financially by its actions.

15 The Applicant said in response:

15.1 She had suffered a significant financial loss as a result of PPML (a) failing to notice when dividends were due and not crediting them and (b) failing to obtain tax credits for dividends;

15.2 She was continuing to suffer a financial loss through overcharging by PPML where dividend charges had been levied on stocks which were accumulation units. PPML had refused to refund such charges;

15.3 There had been a number of administrative problems, such as a letter intended for her being sent to another policyholder, and also the late issue of annual statements; and

15.4 Some of PPML’s errors had been in her favour and she thought that they had arisen through simple incompetence.

CONCLUSIONS

Allegation 1.1 Failure to collect dividends and tax refunds

16 The Applicant raised this issue with PPML on a number of occasions. PPML’s procedures clearly had difficulty in dealing with tax relief on dividends after 1997. However, it appears that it took appropriate steps to correct this problem. 

17 The Customer Agreement states that one of PPML’s duties is “Collection, recording and banking of dividends”. PPML has explained that “collection” in this context means “awaiting payment”. It says the responsibility for ensuring that dividend payments are made lay with the investment manager, not with PPML. 

18 It is clear that PPML’s procedures fell short of the standard expected by the Applicant. However, it appears that she failed to understand fully the processes involved in the purchase and sale of different types of assets or the mechanisms by which income from those assets was credited to her account. Nor was she fully aware of the terms under which PPML were operating her account.

19 PPML made a number of attempts to answer the Applicant’s questions about dividend payments and tax relief. The correspondence I have seen suggests that it tried to be helpful but unfortunately was unable to provide comprehensive answers to every question she raised. This indicates to me that PPML did not have a sure grip on every detail relating to the Applicant’s account which led to needless correspondence.

20 PPML stated, in its letter of 9 January 2003 to my Office, that both its own records and those of the stockbroker were, by then, in order. This was disputed by the Applicant in her response to PPML’s letter but no details of any actual loss were instanced.

21 I conclude, for the reasons I have given in paragraphs 15, 17 and 18 (above), that, while there were some shortcomings on the part of PPML’s administration, the Applicant sustained no injustice as a consequence.

Allegation 1.2
 Failure to provide regular statements or sufficient information

22 In the Customer Agreement, PPML undertakes to account to the policyholder for all transactions effected and assets held on a “periodic basis”. The Applicant was told that she would receive statements each year but these were not forthcoming for the years 1996 to 2000 inclusive. Policy holders can reasonably expect that their pension provider will keep them informed of the progress of their fund. PPML’s failure to provide annual statements does, in my view, constitute maladministration. However, I cannot see that, apart from some inconvenience, the Applicant sustained injustice as a result.

23 The Applicant wanted “sufficient information” from PPML to make her feel that she had answers to her questions but such information was not always forthcoming. As I have already said, PPML appeared to try to provide answers to all the issues raised but in doing so often aggravated the problem. 

Allegation 1.3
 Failure to respond to complaints

24 The correspondence I have read indicates that, for the most part, PPML responded promptly to the Applicant and in some detail. There were only two or three occasions when she received answers over a month after posing questions. This is not an ideal standard of service but the Applicant did raise a large number of issues and most needed investigation.

25 Although PPML’s reaction to the Applicant’s complaints has been slow at times, I find that it has used its best endeavours to answer as many of her questions as possible. Accordingly, I do not uphold this head of complaint.

Generally

26 The Applicant has not quantified the financial loss she claims to have suffered as a result of the maladministration I have identified, but she has experienced considerable inconvenience and has had to invest a large amount of time in keeping track of her pension Scheme assets. For this I consider that PPML should pay her the suitably modest sum of £250.

DIRECTION

27 I direct that within 28 days of the date of this determination PPML shall pay the Applicant the sum of £250. 

CHARLIE GORDON
Deputy Pensions Ombudsman
18 February 2008
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