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Introduction

Over the last three years, the National Pensioners Convention (NPC) has been actively involved in highlighting the problems associated with the Government’s decision to pay the state pension and other benefits directly into bank, building society or post office accounts. 

The result of discussions and correspondence between the NPC, ministers and their officials at the Department for Work and Pensions (DWP) has been collated to produce this latest briefing paper, as a way of clarifying the issue and offering some further advice to those affected by this new system of payment.
Background

“Let me make one thing perfectly clear, no-one will be prevented from continuing to receive benefits in cash, at the post office, if he or she wants to, and not only monthly, but weekly.” 

Tony Blair 12/4/2000

From April 2003, the government phased out the state pension order books and replaced them with a system of payments made directly into individual accounts, known as Direct Payment.

The DWP claimed the reasons for introducing this new system were to:

· Help prevent benefit fraud

· Improve the security and safety of those who collect their pensions at the same time every week

· Offer a choice to individuals as to how they receive their pension

· Substantially reduce administration costs from 68p to 1p per transaction

How has this new system been introduced?

The Pension Service has spent the last two years writing, telephoning and visiting individuals, asking them to choose an account that they would like their state pension (and any other benefits) paid into. They informed customers that they could have either:

· A current or basic account from a bank/building society, some of which could be accessed at the Post Office, or
· A Post Office card account (POCA)
However, a number of pensioners complained that they felt they were being harassed or pressurised by Pension Service staff into opening an account against their wishes, and which sometimes did not suit their personal circumstances.

In addition, the DWP advised their staff not to make it clear to individuals that they could also receive their pension in the form of a cheque payment, if they so wished.

The latest figures show that out of existing pensioners:

· 8.2m receive their pension through a bank/building society account

· 2.3m receive their pension through a post office card account

· 153,000 receive their pension through a cheque payment

Latest Developments

In January 2006, the government announced that it would not be renewing the contract for the Post Office card account (POCA) after 2010, effectively phasing it out in the same way that they did with the pension order book. 
The main reason for this action seems to be one of cost, and once again ministers are claiming that to pay individuals directly into bank/building society accounts would save money. Interestingly, they no longer talk about giving customers a choice in how they wish to receive their payments.
The DWP claims that the POCA was always intended to be a transitional arrangement, despite what many pensioners were led to believe at the time when they were ‘encouraged’ to give up their pension book in favour of direct payment.
Nevertheless, the DWP is now intending to assist POCA holders to find an alternative way of receiving their pension (and any benefits) before 31 March 2010.
The current options are:

· Bank/building society accounts (a number of which can be accessed at the post office)

· A new Post Office Ltd account to be launched in 2007
· A DWP replacement to the POCA to possibly include the ability to take direct debits and offer interest on balances

· A cheque based payment for those for whom the other options are unsuitable, particularly with regard to 3rd party collections

Questions and Answers

1. What can I do if I want to change the way in which I currently have my state pension paid?
A: Anyone who has either a Post Office card account, bank/building society account or cheque and wants to now change to one of the other systems, can contact the Pension Service on 0800-092-7037 and ask for different arrangements to be made.  The staff may try to persuade you against having a cheque payment, but if that is your wish, you can insist on being paid in this way. It is important to note that 
whatever method is chosen, individuals can always opt to change to another method of payment at a later date if they so wish.
2. Should someone with a Post Office card account (POCA) now opt for another method of payment?

A: In four years’ time the Post Office card account will no longer exist and shortly the government will begin phasing out the system. If you wish to close your account before then you will require Form P6167 available from the post office. You will need to explain your reason for closing the account and decide how you would prefer your payments to be made in the future.

3. What happens if I opt for a payment by cheque?

A: Cheques are issued to the customer’s home address on a regular basis to match the current frequency of their benefit or pension payments, either weekly or monthly. They will be sent out two working days prior to the customer’s usual pay day and can be cashed at any post office.

4. How will third party collections work with a cheque payment?

A: The customer will sign the back of the cheque to indicate that they have asked someone else to cash it on their behalf. The person cashing the cheque will also have to sign and provide suitable identification.

5. What happens if the cheque is lost or doesn’t arrive?

A: Contingency arrangements will vary depending on the individual circumstances and needs of each customer, but might include:

· A further cheque payment being sent

· An individual having to go to their nearest benefits office to receive a payment

· An official visiting the customer at home with a payment

6. Will the cheque-based option of payment remain after 2010?

A: The DWP and James Plaskitt MP, the minister responsible for the direct payment of pensions, accepts that there will always be a number of individuals for whom an account of any kind is simply not suitable. The cheque-based option will therefore have to continue until such time as a suitable alternative can be found. This is unlikely to be before 2010.
7. What are the rules regarding the weekly payment of pensions and other benefits? 
A: From April 2003, pensioners being paid into any type of account or by cheque have been able to receive their money weekly. Pensioners currently being paid into their account every 4 weeks are also able to convert them to weekly payments if they so wish, by contacting the Pensions Service free on 0800-092-7037. 

These weekly payments will be made in advance on the same payday as an individual would have received their 4 weekly payment.

8. What is the legal position regarding the payment of pensions and benefits?

A: On 15 February 2006, James Plaskitt MP, told the House of Commons: “It is not the Department’s policy to stop an individual’s pension payments if he or she refuses to receive pension payments by the direct payment method. Customers who do not provide account details are paid by cheque.”

Legally the government cannot therefore stop paying your state pension or any benefits to which you are entitled simply 
because you do not have, or will not reveal, your bank account details. However, the government is considering if it can automatically make a payment, without consent, into a bank account if the details are already known.
9. If you are already receiving payment via an account, what happens if you forget or lose your cards or PIN numbers? 
A: Pensioners with a Post Office card account who forget or lose their PIN number will need to report this to their local Post Office. Individuals will get three attempts to correctly put their number into the key pad before they will need to be issued with a new PIN/card. They will then need to ring a Post Office helpline, but they will not be charged for any replacements. 

In the meantime, if the pensioner does not have sufficient money they will need to claim a Crisis Loan at their local social security office. However, the awarding of a Crisis Loan would depend on the circumstances that the individual was in at the time.

Pensioners with a bank or building society account will need to contact their bank or building society if they lose or forget their PIN number.  

10. Are there any circumstances in which individuals will not get their pensions paid immediately?

A: There are a number of potential                circumstances in which someone may not be able to access their money when they get to the Post Office. The 3 main ones are:
 

(i) a computer failure – this has happened at least four times in the last year. In the case the Post Office computer failing, they should make emergency payments of £20. In the case of a DWP computer failure, individuals will be asked to either come 
back another day or apply for a Crisis Loan.
(ii) if a customer loses their card - in this case the staff can use a "vault" card to help the customer access their money that day, providing the customer remembers their PIN number. A replacement card will then be sent to the customer
(iii) if a customer loses or forgets their PIN number – a new number would have to be sent by post, taking up to 3 days. If the pensioner cannot wait until their new PIN number arrives, they will need to claim a Crisis Loan.
 
11.  What are the arrangements for pensions to be collected by a third party, especially in emergency situations? 
A: Customers paid by Direct Payment, who are unable to collect their own pension, have a number of options which are recognised by the banking community including: 

Power of Attorney arrangements; arranging a Third Party Mandate; having payments made into a joint account.

Those with a Post Office card account will also be able to obtain a second card, with a separate PIN, which will let a nominated person access their account. However, those without a regular third party to collect their pension on their behalf will probably be better suited by getting their pension in the form of a cheque payment.
NPC Comment
It now seems quite clear that the POCA was only introduced so that the government could persuade pensioners to give up their pension books. As a result we now have a situation whereby millions of older people have had to get used to cards and PIN numbers – only to find that the system is now going to change again.

Nowhere did the government or the information surrounding the POCA make it 
clear that the system would only be temporary until 2010, and many MPs are also surprised that the POCA is going to be withdrawn.
It has always been the NPC’s view that pensioner choice should be at the forefront of this issue, and the move to direct payment has forced many older people into having accounts which are both unsuitable and inconvenient to use.

Many users are still having great problems with using the PIN numbers and card machines in local post offices, and security risks remain with people having their numbers written on bits of paper or asking the counter clerks to help them input the digits into the machine.

What happens next?

The NPC has agreed to support a new petition from the National Federation of Sub Postmasters to defend the post office network, and talks will take place shortly to develop a joint campaign over the next few months.

The NPC’s main aims now are to:

1. Safeguard the cheque payment or similar option for those who do not wish to be paid via a bank/building society account.

2. Ensure that those pensioners using a POCA are not forced into opening a bank/building society account which does not suit their needs. 

3. Defend the existing post office network as a vital facility for millions of pensioners in both urban and rural communities.

In view of these latest developments, supporters should raise their concerns with their local MPs, urge them to support Early Day Motion 1531 aimed at keeping the POCA, and let the NPC know how the system is operating in your area. 
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