








June, 2010

Equitable Life Compensation

I am delighted that the new coalition government has promised: “We agree to implement the Parliamentary and Health Ombudsman’s recommendation to make fair and transparent payments to Equitable Life policy holders, through an independent payment scheme, for their relative loss as a consequence of regulatory failure.”
However I am deeply disturbed by the gulf between the expectations raised by that promise and what appears to be actually going on at the Treasury.
EMAG (of which I am a member), fears that the work of Sir John Chadwick and the actuaries Towers Watson is all intended by the Treasury, under instruction from the last Labour government, to use every means possible to reduce the amount of compensation. EMAG’s (unchallenged) estimate of losses published by the Parliamentary Ombudsman in her 2008 report was £4.7 billion.  This figure is further confirmed by Sir Howard Davies’ comment to the Treasury and the Bank of England in late July 2001 that a bailout of Equitable Life would cost between £3 billion and £5 billion. Lord Penrose also found that Equitable had taken £4.9 billion from policies in 2001.

But the figure floated in the press is much less - £1 billion. After 10 years of waiting for justice, if the new government reneges on its fine words and offers victims 20p in the pound – there will be outrage and the issue will become an equally hot potato for the NEW government.

Given the Treasury’s original toxic terms of reference, its continuing refusal to make public the calculations of Towers Watson, and the many unrealistic assumptions they have been briefed to make, EMAG’s suspicion is that the work they are doing is nothing more than a work of impressive-looking fiction designed to come up with the smallest number the Treasury thinks it can get away with as the apparent measure of our apparent comparative losses.

Asking the victims of this scandal to fight over a few crumbs instead of receiving proper compensation would reveal that the new government had simply rebranded the discredited “ex-gratia” payment scheme of the last government as “compensation”, with no change to the amount involved.
The fact that the new Treasury minister responsible, Mark Hoban, has allowed Sir John Chadwick to continue with exactly the same discredited terms of reference, including “disproportionate impact” and “apportionment of blame”, raises alarm.  So too does the creation of a fictional “what if” version of how Equitable Life might have operated if it had been properly regulated, to justify a contention that it would have made little difference to the outcome -  the loss of £5 billion from the savings and pensions of the victims.

In the current dire economic climate, many will question whether the country can afford to pay us proper compensation. Our response is that in July 2001 when the government contemplated a £5 billion bail out of Equitable Life, it was very affordable and the delays are not of our making.  We have suffered death by a thousand cuts and tens of thousands of us have literally died waiting.

If cuts have to be made to government spending now, it should be a percentage across the board of all government spending. Equitable Life victims should not be expected to suffer a larger percentage cut in what they are entitled to than say those applied to public sector pensions. And the cut should apply to an honest estimate of our losses compared with how we would have fared elsewhere, established independently and transparently – not by the Treasury or its hired advisers behind closed doors.
Proper compensation is what justice demands. If health, education, civil service pensions, local government salaries etc are to be subject to cuts then one might expect us to shoulder part of the burden by accepting the same percentage cut as other spending commitments, but robbing 80% from the compensation due to one million elderly and increasingly infirm Equitable Life victims would be an outrage.

There can be no doubt that a failure to do the fair and honest thing now would be the final nail in the coffin for UK citizens' trust in pension security. 
No scheme designed in secret by the Treasury, one of the departments found guilty of maladministration by the Parliamentary Ombudsman’s report, can possibly be considered fair and proper.

We have waited 10 years for justice. The new government has promised us much. Please do not let the Treasury prevail, causing the coalition to renege on its promise to us.  I am sure you would not wish your Equitable Life constituents to be betrayed.

Signed

 

My address for correspondence:

……………………………….

………………………………..

……………………………… ..

PS:  See  www.emag.org.uk/documents/ Press16Jun10.pdf
