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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE DEPUTY PENSIONS OMBUDSMAN
	Applicant
	:
	Mrs J C Hunt

	Scheme
	:
	Local Government Pension Scheme - Prudential AVC Facility

	Respondent
	:
	Prudential Assurance Company Limited


MATTERS FOR DETERMINATION 

1. Mrs Hunt alleges that she was improperly persuaded by the Prudential’s sales representative to make Additional Voluntary Contributions (AVCs) to a policy with the Prudential. She was not advised by the representative that, as an alternative, she could purchase Past Added Years (PAY) in the Local Government Pension Scheme.
2. Some of the issues before me might be seen as complaints of maladministration while others can be seen as disputes of fact or law and indeed, some may be both.  I have jurisdiction over either type of issue and it is not usually necessary to distinguish between them.  This determination should therefore be taken to be the resolution of any disputes of fact or law and/or (where appropriate) a finding as to whether there had been maladministration and if so whether injustice has been caused.
MATERIAL FACTS

3. Prudential manages the AVC section of the Local Government Pension Scheme for some local authorities including Nottinghamshire County Council.
4. Mrs Hunt was a member of the Local Government Pension Scheme. In July 1994, she met with Prudential’s sales representative and agreed to pay AVCs to Prudential. Mrs Hunt states that the sales representative did not mention PAY. Her husband, who was present at the meeting, confirms this. The booklet about AVCs which Prudential used in 1994 did not mention PAY.

5. Mrs Hunt retired at age 60 on 17th November 2006, having previously converted her Prudential AVC fund into PAY.

PRUDENTIAL’S POSITION

6. Prudential has not retained any documentation relating to the arrangement of Mrs Hunt’s AVCs. They approached the main scheme to see if they held a copy but they did not. They also attempted to contact the representative that sold Mrs Hunt her AVC policy, but received no reply.

7. Prudential says that the LGAVC application form completed by Mrs Hunt would have asked, at Section 2, whether or not she was already making contributions to PAY, and feel that the presence of this question would have been sufficient to make Mrs Hunt aware of the PAY option.

8. Prudential considers that there is no legal or regulatory requirement for them to provide PAY information, although the company says that, as part of its agreement with Nottinghamshire County Council, it undertook to make individuals aware of other options.
9. Prudential considers that information about PAY is available in the Local Government Pension Scheme booklet, from the employer or trades union.

CONCLUSIONS

10. It is most unfortunate that Prudential cannot trace any documentation relating to the arrangement of Mrs Hunt’s AVCs. This says little for the company’s administration standards and means that Prudential has been unable to let me have any evidence as to what transpired in this instance, their comments being based entirely on supposition.

11. Mrs and Mr Hunt state that the sales representative did not mention PAY. Prudential has confirmed to this office that, in 1994, its booklet did not mention PAY. Bearing all the available evidence in mind leads me on the balance of probabilities to conclude that Prudential did not, either orally or in writing, bring that alternative to Mrs Hunt’s attention. This constitutes maladministration, in that it denied Mrs Hunt an informed choice. A reference to PAY in another form years before does not redress that injustice. 

12. My directions are aimed at allowing Mrs Hunt to make the kind of informed choice that she should previously have had. I have taken account of the fact that the statutory regulations that govern the Local Government Pension Scheme do not allow a retired member to purchase PAY.
DIRECTIONS

13. Within 28 days of the date of this Determination, Nottinghamshire County Council, the administrator of the Local Government Pension Scheme, shall calculate and notify both Mrs Hunt and Prudential of the PAY Mrs Hunt would have purchased, based on the assumption that the AVCs paid by her to Prudential were paid into the Local Government Scheme to purchase PAY.
14. Should the value of this pension exceed the value of the AVC pension actually put into payment with effect from 17 November 2006, Prudential shall within 28 days set up an annuity for Mrs Hunt, backdated to the date of her retirement equivalent to the shortfall.
CHARLIE GORDON

Deputy Pensions Ombudsman

20 August 2007
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