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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN 
	Applicant
	Mr K Carpenter

	Scheme
	Scottish Widow Personal Pension Plan

	Respondents
	Scottish Widows plc


Subject
Mr Carpenter says that he has suffered a currency loss because Scottish Widows delayed the transfer of his funds to an overseas provider. 
The Pensions Ombudsman’s determination and short reasons

The complaint should be upheld against Scottish Widows because, due to their delay, Mr Carpenter was unable to take advantage of a higher Sterling to Yen exchange rate. 
DETAILED DETERMINATION
Material Facts

1. In May 2004 Mr Carpenter transferred all his pension funds to Scottish Widows.  Mr Carpenter was due to leave the UK in June 2004 and permanently settle in Japan. Mr Carpenter says he chose Scottish Widows because he understood that their Fidelity Japan Fund exclusively invested in Yen. He says he was seeking long term growth in his pension investment without currency exchange rate risks. 
2. In March 2010, Mr Carpenter decided to transfer his Scottish Widows investment to an overseas provider, Southern Star. He says he intended continue in Yen denominated investments to avoid currency risk. He asked Scottish Widows for the relevant forms and received them on 1 April. Mr Carpenter completed the forms and returned them to Scottish Widows by airmail on 8 April. 
3. Scottish Widows received all the completed forms on 26 April and wrote to Mr Carpenter on 27 April, asking him to complete a “Lifetime Allowance Deduction” form. Mr Carpenter contacted Scottish Widows in early May telling them that he had already completed the form and had returned it to Scottish Widows on 8 April. 
4. Scottish Widows accepted that their request was sent in error and agreed to pay a transfer value based on the value of the assets as at 27 April. 

5. Scottish Widows completed the transfer on 11 May paying the Sterling value of as at 27 April. The transfer value was received by Southern Star on 13 May. 

6. Between 27 April and 13 May, the Yen fell against Sterling.  Mr Carpenter says that this having happened, he waited and did not move from Sterling to Yen because he was waiting to see if the Yen exchange rate would recover.  It did not and on 9 June he moved to Yen investments anyway.  
Mr Carpenter’s claimed loss

7. On 27 April the Sterling value of the Scottish Widows plan was £133,461.88. This was the amount paid to Southern Star on 11 May. 

8. Mr Carpenter says that the Yen value on 27 April was ¥19,426,711, using an exchange rate on 27 April of £1=¥145.560. 
9. Mr Carpenter says that the cost of buying the equivalent sum in Yen on 11 May would have been £139,678.11.  This is based on an exchange rate of £1=¥139.082. 
10. Mr Carpenter has calculated his loss as the difference, being £6,216.19. 

Summary of Mr Carpenter’s position  
11. Mr Carpenter says that had Scottish Widows told him that were about to make payment on 27 April, he would have been able to fix the currency rate before payment was received on the basis that it would be paid on that date. However, he says he cannot say with certainty that he would have done that.

12. After the money arrived he was left with the option of accepting the loss or to biding his time hoping the exchange rate would recover. 
13. Southern Star invested it in a bespoke product while he waited for the right opportunity to convert it into Yen. 

14. Mr Carpenter converted his Sterling fund to Yen on 9 June.  Although the Yen value was less than it would have been on 13 May, he is not claiming any loss after 13 May. 

Summary of Scottish Widows’ position  
15. Scottish Widows acknowledge that they caused a delay. That was why they calculated and transferred the value as at 27 April. 
16. The Scottish Widows plan converts the Yen fund value to Sterling on a daily basis. They paid Mr Carpenter the fund value using the Yen exchange rate as of 27 April. They consider it unfair to existing members to change the basis on which they set the Sterling value for this particular investment.  
17. Scottish Widows contacted Southern Star to find out what happened to the fund when it was transferred to them. Southern Star confirmed that it remained in Sterling and was converted to Yen on 9 June. 

18. Scottish Widows position is that Mr Carpenter is unfairly playing the market by demanding the exchange rate of 11 May to be used to convert value as at 27 April.  They corrected Mr Carpenter’s financial loss when they paid the transfer value at 27 April. They are unable to identify any further loss as Mr Carpenter did not switch to Yen until 9 June. 
Conclusions

19. There is no dispute that Scottish Widows’ request for completion of forms they already had and the consequential delay in completing the transfer was maladministration. Scottish Widows had all the information necessary by 26 April and could have arranged the transfer the following day. 
20. Mr Carpenter says that if he had received the money then, he would have immediately converted in to Yen.  I find that entirely plausible. Mr Carpenter’s preference plainly was to avoid currency risk.  He wanted to be in Yen.  If there had been a swift switch from Yen to Sterling and back to Yen, as he intended, there would have been no need to play the market.  However, the delay caused a Yen loss because of the exchange rate.
21. The fact that Mr Carpenter did not switch into Yen until 9 June after receipt of the money in May is not evidence of what he would have done in April.  His explanation that he was hoping the Yen would recover is a reasonable one.  The situation he found himself in in May was not the same as the situation he would have been in had the transfer been made promptly. 
22. Although I can see that Mr Carpenter might have made advance provision to switch into Yen immediately on receipt on 27 April, I do not find it to be more likely than not that he would have done. In my view, if the transfer value had been paid on 27 April in Sterling, Mr Carpenter would reasonably have arranged for it to be converted into Yen on 29 April (being the same two day timescale that the transfer took in May). 
23. The exchange rate on 29 April was £1=¥142.65 and the transfer value would have been worth ¥19,038,337.  On 13 May it was £1=¥138.50 and the transfer value was worth ¥18,484,470. The loss was ¥553,867.
24. To that sum there should be added interest as Mr Carpenter has not had use of the money.  The usual interest that I apply is derived from UK base rates.  It may not seem entirely suitable in the circumstances but since it is not intended too be direct compensation for investment loss I propose to use it here.
25. I uphold the complaint. 
Directions   

26. Within 21 days of Mr Carpenter providing Scottish Widows with sufficient details of his bank account to allow a transfer to be made,  Scottish Widows are to Mr Carpenter ¥553,867 plus simple interest at the rate for the time being payable by the reference banks from 29 April 2010 to the date of payment. 
TONY KING 

Pensions Ombudsman 

31 October 2012 
-1-
-2-

