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            ARE YOU CONTRACTED OUT OF SERPS?               [image: image2.emf] 


In 1988 the Government introduced an option allowing individuals to contract out of SERPS (the State Earnings Related Pension Scheme) and many of the insurance companies were particularly active in advising people to take advantage of this.

As a result, many of our members are now contracted out with companies like Pearl, Prudential, Abbey Life, CIS, Allied Dunbar, United Friendly, Windsor Life, Refuge, Royal London, etc even though it may no longer be to their advantage. 
Signing a form without an understanding of the consequences was not uncommon and many people probably don’t even know whether they are contracted ‘in’ or ‘out’. No money is taken from a bank account, no direct debit was ever signed, and only basic details were required so decisions were often made without a full understanding; many members may even find that the fund they have accrued is unlikely to provide a benefit equal to the guaranteed government pension. 
Annual statements provide fund details but the figures probably mean very little and the benefits have almost certainly not been reviewed for a long time, if at all. Some of the older plans do not allow a tax free lump sum to be taken at retirement and in such cases a review is essential as this can be rectified.

In the last couple of years, SERPS has been replaced by the State Second Pension (S2P) and, although the decision on whether to contract out of this is very different, members who were contracted out of SERPS are automatically contracted out of S2P, when it may not be suitable for them.
This very important decision is now very often ignored until someone raises the issue. Realising this, there are companies now preying on unsuspecting policyholders, suggesting there may be a case of mis-selling and they could be entitled to compensation. A number of our members have been contacted by such companies – and told they first have to pay them a fee of about £500!
It is very important that anybody who is contracted out (or is not sure) seeks independent financial advice to find out if they need to make any changes. Our recommended advisers, Harvest Associates, will be happy to provide any of our members with free advice on this topic, and will: 
· Obtain an up to date fund value 

· Obtain a history of the DSS rebates and payments made to the plan 

· Evaluate the charges applied to the fund and carry out an assessment to determine whether these could be improved 

· Make recommendations to rectify any avoidable over-charging 

· Review the investment strategy and performance of existing funds
· Check whether a tax free lump sum can be taken at retirement
· Provide a projection of benefits already accrued at state pension age 

· Check that any future, appropriate, rebates are received on an annual basis 

· Advise when to contract back in to S2P based on personal circumstances 

Just give them a call on 0845 450 0160. You can call this number 24 hours a day – if nobody is available, leave a message and they will get back to you within 48 hours. Alternatively, e-mail them at GMB@HarvestAssociates.co.uk
