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Facility (the Pension) 

Respondent  Prudential 
  

Outcome  
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“From 31 May 2017, we’re closing [the Deposit Fund] to new investors. As 

you’re currently invested in this Fund, we’re writing to let you know more about 

it. As an existing investor in the Deposit Fund, you can remain invested in the 

Fund and can continue to make ongoing contributions as well as increasing 

contributions to the Fund. If you switch all your existing investment out, you 

won’t be able to switch back into the Deposit Fund. Your plan may offer a 

lifestyle option that includes the Deposit Fund. If it does, this will continue to 

be available to you. Because we’re closing the Deposit Fund to new investors, 

we’ll make the Prudential Cash Fund available to all plans with a charge of 

0.55% a year. This is the other fund within our range that we classify as 

minimal investment risk.” 

 

 

 

 

 

 

Adjudicator’s Opinion 

 

• The first part of Mr M’s complaint was about the closure of the Deposit Fund. It was 

unfortunate Mr M was not notified that the Deposit Fund was closing to new investors, 

as he had expressed an interest in investing in it and might have done so. However, 

Prudential was entitled to close its funds to investors; this was not maladministration.  
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• It was reasonable for Prudential to inform only the Council, but not individual members, 

that the Deposit Fund was closing; this was not maladministration either.  

• Nor did Prudential act incorrectly when it did not follow up calls in which Mr M said he 

was interested in investing in the Deposit Fund. Even if he did so inform Prudential, it 

was for Mr M to provide a clear instruction, which he did not do.   

• There were several reasons a fund like the Deposit Fund might close to new investors. 

In its revised response, Prudential explained its reasons; the Adjudicator did not think 

they constituted maladministration or justified further action.  

• Mr M was unhappy with the performance of the Cash Fund. He said if he continued 

investing in it, he might lose money, as the current annual management charge had 

exceeded the return on investment in recent years. But the Adjudicator said this was 

not maladministration. 

• The second part of Mr M’s complaint was that he received no response to his 

complaint. The Adjudicator considered this. In summary, Prudential’s position was that 

a written response was sent to Mr M in April 2018, and the complaint was not upheld, 

although there was no evidence of this. So, Prudential issued a revised final response. 

Because Prudential was unable to show it responded to the complaint, it apologised, 

upheld Mr M’s complaint and offered him £300 for the “trouble and upset” caused.  

• Based on the available evidence, it was unclear if a response was sent to Mr M in April 

2018. But the Ombudsman would only make an award for “non-financial injustice” if the 

distress and inconvenience was significant. In the Adjudicator’s view, the facts did not 

support an award of £500, i.e. the minimum award. As such, the Adjudicator did not 

consider that Prudential was required to increase its offer.   

 

• It was untrue, as Prudential claimed in its revised final response, that Prudential did not 

know he had received no response in April 2018. Actually, he had corresponded with it 

after that, in May 2018, and it promised to issue a response but failed to do so.  

• In any case, Prudential should not have closed the Deposit Fund as it was the only 

“safe haven fund”. Prudential’s decision to close the Deposit fund was unreasonable. 

• It was also unreasonable that Prudential did not directly inform Pension members, and 

potential Deposit Fund investors, that it was closing to new investors.  

• It was unreasonable that Prudential did not specifically instruct the Council to inform 

potential investors that the Deposit Fund was closing to new investors. 

• It was also unreasonable that Prudential did not give the Council more time to decide 

how to proceed; had it done so, the Council might have decided to inform potential 

investors too. 
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• He had carried out his own calculations, which showed that he had incurred and would 

incur a loss as a result of being unable to invest in the Deposit Fund. 

 

• Having checked its records, it was unable to find copies of the letters sent to Mr M as 

part of its complaint process. However, having investigated further, and listened to 

some phone calls between it and Mr M, it agreed that it was aware, when it spoke with 

him in May 2018, that he was still waiting to receive a response. Further, Mr M also 

spoke with Prudential in June 2018, and explained he had not received a response, but 

Prudential subsequently failed to provide one. Therefore, it now agreed that it had 

provided Mr M with incorrect information during its investigation of his complaint. 

• Regarding its decision to write to only existing investors, had it also informed potential 

investors, this could have been deemed “leading” or giving advice. It could also have 

resulted in an “influx” of investors into the Deposit Fund and an adverse effect on with-

profits policyholders.  

• Its records indicated that it emailed four contacts at the Council on 21 April 2017 and it 

provided evidence of this. 

• Members of the Pension had the option to join the Deposit Fund up until 31 May 2017; 

had they done so, it was likely they would have been better off than in the Cash Fund.  

• Prudential administered the Pension on behalf of the Council; it was for the Council to 

decide if further information about changes to the Pension and/or the investments was 

required. Further, Prudential did write to existing investors of the Deposit Fund.   

 

• Prudential had conceded that customers would have been better off investing in the 

Deposit Fund, so it should provide him with appropriate compensation.   

• He had never argued that Prudential was not allowed to close the Deposit Fund. But it 

should have done so in a “reasonable and appropriate way”, giving all investors notice 

so they could invest a nominal sum and secure the option of investing in it in future. 

• Prudential said its decision to inform only existing investors was to avoid an “influx” of 

investors. But Prudential had continued to accept new business into the Deposit Fund 

after May 2017 from its lifestyle funds. 

• Prudential said it only administered the Pension on behalf of the Council, and its duty 

was to provide relevant information to the Council. But when it told the Council that the 

Deposit Fund was closing, it did not provide all the relevant information, e.g. it did not 

make clear that whilst the Cash Fund had a fee, the Deposit Fund did not.  
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• Finally, Prudential gave the Council very little time to act. It did not inform the Council of 

the closure until 21 April 2017, i.e. only 25 working days beforehand. So, even had the 

Council informed potential investors, there would have been insufficient time for them 

to make the necessary arrangements.   

 

Ombudsman’s decision 
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Directions 

 

 
Karen Johnston 

Deputy Pensions Ombudsman 
24 May 2019 
 

 

 


