
 

We lost out by days: Government refuses to 
pay excluded Equitable Life victims 

By Jeff Prestridge Last updated at 2:27 PM on 2nd October 2011 

The Government is refusing to back down and pay about 10,000 Equitable 
Life customers who have been excluded from a £1.5 billion compensation 
scheme.  

 
Joy and Les Coley lost out on the compensation by one day 

This is despite the publication of an independent report by an eminent actuary that 
concluded their exclusion was unfair and unjustified.  

David Forfar, a fellow of the Faculty of Actuaries, investigated the treatment of Equitable 
customers who hold with‐profits annuities.  
The Government scheme divided the 47,000 annuitants into two.  

Those 37,000 customers who took out policies from September 1992 were promised full 
compensation to cover losses resulting from the subsequent failure of regulators and past 
governments to monitor Equitable, leading to its near collapse in 2000.  

However, earlier annuitants were excluded on the grounds they had benefited from the 
mutual’s propensity to over‐bonus. Forfar claimed such a division was unfair.  

Les and Joy Coley, both 75, from Birmingham, took out their annuities in late August 1992, 
so they miss compensation by days. Les, a former foundry manager, says: ‘The annual 
income has gone from £5,000 to £2,500.’  

 



 

'Unfair' Equitable compensation scheme 
under pressure 
By Jeff Prestridge  Last updated at 10:02 PM on 24th September 2011 

The Government is under renewed pressure to review its controversial decision to exclude 
more than 10,000 Equitable Life customers from a £1.5 billion compensation scheme it 
launched earlier this year.  

It follows publication of an independent report by an eminent actuary for pressure group 
Equitable Members Action Group that says their exclusion is both unfair and unjustified. 

 

Double blow: Former businessman Tony Fisk says that he has suffered twice 

The report, written by David Forfar, a fellow of the Faculty of Actuaries and former 
appointed actuary for Scottish Widows, looks into the treatment of Equitable Life customers 
who hold with‐profits annuities with the mutual.   

When the Government drew up details of the compensation scheme, it decided to divide 
the 47,000 annuitants into two camps. 

The 37,000 who took out their policies from September 1992 onwards were promised full 
compensation to cover their losses resulting from the failure of regulators and past 
governments to monitor effectively the mutual.  



Not being able by law to transfer their annuities, these customers, says the Government, 
suffered savage cuts in their income after Equitable took action to avoid bankruptcy. 

But earlier annuitants were offered no compensation as they had already benefited from 
unusually high income payments as a result of the mutual’s willingness to pay large bonuses 
to attract new business. These overpayments, the Government argued, more than made up 
for subsequent losses. 

Forfar concludes that it is ‘unfair’ to compensate just one group of annuitants and says the 
over‐bonuses were ‘insignificant’. 

On Friday, EMAG’s Paul Weir said the Government should offer compensation to the 10,000 
annuitants – many in their 80s – before ‘it is too late’.  

Tony Fisk, 80, a former businessman who used to run his own toys and games agency, 
agrees.  

Tony, from Southend‐on‐Sea, Essex, bought his with‐profits annuity in 1989 and has seen his 
income tumble by more than 60 per cent. He now receives £6,900 of annual income instead 
of the £18,800 he was getting in 2000. 

‘Full compensation is the only just outcome,’ he says ‘I’ve been a victim twice over, from 
mismanagement at Equitable to the drawing up of an ill‐conceived compensation scheme.’  

The Treasury declined to comment. 
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Banks
‘creamoff
£1bn in
currency
charges’

BANKS are deliberately
usingconfusingpricingand
playing on consumer igno-
rance to cream off £1bn in
charges every year when
Brits buy foreign currency
or use their debit cards
abroad.

The claim by consumer
watchdog,ConsumerFocus,
prompted it to launch a
super-complaint to the
office of Fair Trading.

Royal Bank of Scotland,
Lloyds TSB and Bank of
Scotland are among the
worst offenders, according
to figures compiled by
comparison site Moneynet.
Their dominance on Scot-
land’s high streets – collec-
t ively they have 802
branches, treble that of the
rest put together – means
that Scots have littlewayof
avoiding these currency
usage fees.

Andrew Hagger o f
Moneynet said debit cards
were the main danger. “It’s
the banks that charge a
fixed fee for debit card
purchases that customers
need to be most wary of.
The purchase transaction
fees range from £1 (Lloyds
TSB) to £1.50 (Bank of Scot-
land), regardless of the size
of the debit card transac-
tion and are in addition to
the 2.75%/2.99% foreign
loading fees.”

He added: “If you’re not
aware of the purchase
transaction costs, aholiday-
maker making a large
number of low value trans-
actions will get a nasty
surprisewhen thepost holi-
day statement lands on the
doormat.”

Based on five £100
(currency equivalent) cash

LINDSEY ROGERSON

THE latest plunge in stock
markets and consumer confi-
dence threatens to stifle any
signs of revival in the housing
market, analysts warned this
week.

Although theCouncil of Mort-
gage Lenders reported “an
underlying picture of activity
levels that continue to be
subduedbut broadly stable” last
month, the Royal Institution of
Chartered Surveyors (RICS)
admitted that buyer inquiry
levels were down, and warned:
“The risk is that the worsening
economic picturewill gradually
begin to have a more material
impact on sentiment and
discourage potential house
purchasers even where mort-
gage finance is available.”

Surveyors polled by the RICS
blamedgeneral economicuncer-
tainty (79%) and a lack of mort-
gage finance (70%)for the impact
on sales.

After a month of new pres-
sures, Howard Archer, chief
economist atGlobal Insight, said
this week: “While housing
market activity has edged up
from its lows recently, there
remains little sign of any real
step-up... we see no reason to
change our view that house
prices are likely to fall byaround
5% overall from current levels
bymid-2012.

“Currentheightenedconcerns
over the domestic and global
economies, and turmoil in finan-
cial markets, are unlikely to do
much for consumer confidence.
We suspect that consumers’
squeezed purchasing power,

tightening fiscal policy, a soften-
ing labour market and worries
over the economic outlook will
limit potential buyers andweigh
down on house prices.

“On top of that, there still
seem to be significant difficul-
ties in getting a mortgage for
many people, notably including
the need to raise high deposits
(particularly for first time
buyers).”

Mortgage products on the
market are rising, “which has
brought more keenly priced
mortgage deals to the market”,
according to Moneyfacts.
Michelle Slade commented:
“Lenders are becoming more
accommodatingwith their lend-
ing criteria,whichbodeswell for
increasing the competitiveness
in the mortgage market. Aver-
age mortgage rates have fallen

to all-time lows, while at the
same time deposit requirements
are easing. First-time buyers are
finally being given some options
as the number of deals available
to borrowers with a 10% deposit
or less continues to grow.”

But she added: “Increased
availability of mortgage prod-
ucts does not mean increased
mortgage lending... lenders
continue to target remortgagers
withsizabledepositswhoalready

have a proven payment
history.”

More than eight out of 10
young people (18-24) still aspire
to own their own home by the
time they are 30, the Building
Societies Association reported
this week. Its quar terly
consumer report highlighted a
sharp jump in the number of
people who see raising a deposit
as a barrier to home ownership,
up from 62% in June to 69% in
September, thehighest since the
survey began in June 2008.

Confidence was markedly
higher amongst those already
on the housing ladder where
51% thought that now was a
good time to buy compared to
just 32% of those who are
currently renting or living
rent-free.

For those remortgaging or

with a deposit, new offers
emerged this week from York-
shire. The Leeds Building Soci-
etynowhasa two-year fixed rate
at 2.45%for 75%loan tovalue, or
2.75% for 80%, with “fees-
assisted” versions at 3.2% for
80% and 3.7% for 85%. Its five-
year fixed mortgage range has
alsobeencutby0.86%andstarts
at 3.79%. The Yorkshire Build-
ingSocietyyesterdayrelaunched
its ‘trackerplus fix’ range,which
for 90% loan to value includes a
two-year tracker at base rate
plus 3.49% followed by a three-
year fix at 5.09%.

Research fromunbiased.co.uk
has found 37% of borrowers
choosing variable rates, and the
average rate they would ideally
be prepared to fix their loan at is
3.4% – though the current aver-
age three-year fix is 4.35%.

Housingsector revival at risk
thanks toglobalmarketswoe
Economic uncertainty threatens recovery,according to latest RICS figures
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‘‘Current heightenedconcerns over global and
domestic economies are
unlikely to do much for
consumer confidence

‘‘We’ve campaigned
successfully in the
past for banks to
bring their charges
out into the open

withdrawals and eight £50
debit card purchases, the
cost at RBS, Bank of Scot-
land, Lloyds TSB and
Santander would be just
under £45. At Clydesdale,
HSBC and First Direct it
wouldbe£34.75, at theCoop-
erative Bank £30.75, and at
Nationwide £23. Building
societiesCoventry (£18) and
Norwich & Peterborough
(nil), now part of the York-
shire, are the cheapest.

John Crossley, head of
current accounts, said:
“We’vecampaignedsuccess-
fully in thepast for banks to
bring their charges out into
the open, enabling holiday-
makers to see how much
theyare likelytobecharged.
For example, making a £5
purchase on some provid-
ers’ debit cards for perhaps
a coffee or a train ticket
would cost a holidaymaker
an additional £1.64p.”

Consumer Focus wants
the banks to be required to
give illustrations of how
muchof £100wouldbe swal-
lowed up by charges and
fees. It believes such exam-
ples would help educate
consumers as to the real
cost of using their cards
abroad, and also help them
grasp that “0% commis-
sion” and “commission
free” do not mean that fees
will not be charged.

Meanwhile, Scotswhoopt
to use a pre-paid card for
foreign currency have been
warned to choose their
company carefully.

Mark Neale, chief execu-
tive of the Financial Serv-
icesCompensationScheme,
said: “Those people who
already have a card, or are
considering getting one,
should be aware that they
arenotcoveredbytheFSCS.
This means that if the
provider goes bust card-
holders will lose themoney
on their cardandwill not be
eligible for protection.”

Investors should remember that the strongget stronger
AT times like these, it can be
difficult for investors to know
what to do.

Markets have reacted badly
to the US Federal Reserve’s
policy statement and European
sovereign debt issues continue
to rumble on.

We should expect news over
the next fewweeks to deterio-
rate further.

As we go into the earnings

season shortly, there will be
moremissed forecasts and
guidance from companies will
be uncertain and gloomy.

For investors, valuations will
come in to play at some stage.
Yields will be well covered
because balance sheets are
strong.

It is clear now that the Fed
cannot bail equitymarkets out
anymore and any interest rate

cuts by the ECBmay not have
much of an impact onmarkets.
The solution on the fiscal front
will be either Greek default or
Germany accepting that it has
to fund debt restructuring and
so reduce the quantity of debt
in Greece. This will be a proto-
type for other European
countries.

At times like these, investors
should remember the strong

get stronger. Wewill seeM&A
pick up in Europe. There is
little capital around and so the
threat for companies from new
competition is disappearing.
Markets will have to consoli-
date so that oligopolies or
duopolies are created and the
remaining companies have
strong cash flow and don’t have
to rely on the debtmarkets.

This is a carbon copy of what

happened in emergingmarkets
15 years ago.

Equity will shrink as well-
financed companies grow by
acquiring others and buy back
their own equity.

In time, this will stabilise
equities.

Dominic Rossi is global equi-
ties chief investment officer at
Fidelity

FUNDAMENTALS
DOMINIC ROSSI

Vastmajority
of Equitable
Life victims
still await cash
ONLY a few hundred of the one
million people due compensa-
tion for their losses in Equitable
Life have so far been contacted,
let alone paid out, threemonths
after the payment process was
supposed to have begun.

The Treasury, which had
promised payments would start
before June 30, said then that it
had“beguntosendoutcheques”,
and promised: “Because of the
years of frustration andwaiting
thatpolicyholdershaveendured,
the Government has moved
swiftly to make sure that the
scheme is in place as quickly as
possible.”

But aFreedomof Information
request fromEquitableMembers
Action Group established that
only 321 paymentsweremade in
August.

The Coalition Government
announced last January that
37,000 holders of Equitable Life
annuities,whohadnochoicebut
to stay with Equitable after its
near-collapse in 2000, would
receive the lion’s share of the
£1.4 billion compensation pack-
age agreed after 10 years of offi-
cial reports.

Emag this week published an
independent report by former
ScottishWidowsappointedactu-
ary David Forfar which says the
exclusion of 10,000 pre-1992
annuitants fromthe schemehad
no justification andwas unfair.

The lucky ones are to share
£620,000 between them, to cover
100% of their relative losses
from investing in Equitable and
suffering from the society’s
maladministration. But the
annuity top-ups are to be spread
over five years, for pensioners
already in their eighties.

The Equitable Life Payment
Scheme’s promise to contact all
eligible policyholders by June
next year includes around one
millionpast andpresentEquita-
ble policyholders who will be
sharing £775,000 – equating to

compensation for just 22% of
their losses.

Paul Weir, spokesman for
Emagwhichhas40,000members,
said that the schemeappeared to
have sent out less than 1000
letters orpayments in the first 10
weeks, so to reach the one
million target they now needed
to be sending out 24,000 aweek.

MrWeir added: “They have to
identify the addresses to write
to. InApril Emag sent theTreas-
uryaCDof all ourmembers, and
an expensively cleaned up-to-
date list of all known victims.
They refused to use it and
destroyed the disk, citing bogus
concerns about data protection.
We took legal advice that it was
not a problem.”

A Treasury spokesman told
The Herald in early July: “The
speedatwhich letterswill goout
will increase over the coming
months.” The letters, informing
eligible policyholders of their
status, might be accompanied
by “an immediate payment”, or
might not, he added.

ColinAllison, 82, of Dumfries,
is typical of the pensioners
whose hopes of compensation
have been raised and dashed
over theyears, andwho this time
believed they were about to see
some payment.

“I wrote to Vince Cable,” he
toldTheHerald. “He didn’t even
reply to my letter. They
announced in Parliament they
were going to start but didn’t
announce who was doing it, I
thought it might be a firm of
accountants.”

He went on: “The story was
theywould send letters topeople
explaining how it was being
done. Theyhavenever sentmea
letter yet.”

Philip Strang, also 82, of
NewtonMearns in Glasgow, has
been writing to MPs and MSPs
for several years, wondering
when he might be compensated
for the estimated £600 a month
shortfall on his pension for the
past 11 years.

He is also a member of the
40 , 0 0 0 - s t rong Equ i tabl e
Members Action Group, which
told him in response to his
inquiry: “The payments will be
made in five annual payments
and thereafter an annual
payment for the shortfall, paid
annually in retrospect whilst
the annuitant is alive. When
challenged, the administrators
will apparently only say that all
eligible WPAs (with-profits
annuitants)will receive the first
payment some time before June
2012, with priority given to
estates and the oldestWPAs.”

Mr Strang commented: “Five
annual payments will take me
until I am 87 – I hope I will be
here orwell enough to enjoy it.”
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ANGER: Colin
Allison, above,
is still awaiting
compensation
after having his
hopes raised
several times,
while mass
protests have
shown the depth
of feeling.
Main image:
Stewart Attwood



 

 

Equitable exclusion is unfair says top actuary 

simon bain 

 

22 Sep 2011 

The former appointed actuary at Scottish Widows has told MPs that the exclusion of 10,000 
elderly pensioners from Equitable Life compensation is unjustified by the evidence and unfair. 

David Forfar, a fellow of the Faculty of Actuaries, in an independent and unpaid report for Equitable 
Members Action Group (Emag), says: “It would be unfair to compensate one group of annuitants 
and not the other, when the post‐maladministration payments of both groups of annuitants have 
suffered in the same adverse way from the same maladministration and the same entrapment.” 

The coalition Government announced last January that three‐quarters of Equitable’s 47,000 with‐
profits annuitants, whose policies were transferred to Prudential in 2008, would receive 100% 
compensation. For the 10,000 over‐80s whose annuities began before 1992, however, there is 
nothing.  

Paul Weir, spokesman for Emag, which has over 40,000 members, said: “For months the Treasury 
has been defending its exclusion of 10,000 elderly Equitable Life annuitants from compensation, 
using a series of bogus claims.”  

Mr Forfar’s report, submitted to MPs yesterday, contradicts the Treasury’s findings, which included 
claims of “over‐bonusing” and “inherently high payments”. 

Mr Weir said: “There was no significant over‐bonusing, early payments were not high and market 

investments did not perform poorly.” 
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