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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN

Complainant
:
Mrs J C Lloyd 

Scheme
:
Teachers Additional Voluntary Contribution Scheme

Respondent
:
The Prudential Assurance Company Limited (Prudential)

THE COMPLAINT (dated 24 November 2001)

1. Oracle Financial Services Limited (Oracle), on behalf of Mrs Lloyd, complains of maladministration on the part of Prudential, in that that the option of ‘added years’ was never mentioned to her at the time she started to make additional voluntary contributions (AVCs).  It is claimed that she has suffered an injustice as a consequence of the above alleged maladministration.

MATERIAL FACTS

2. Prudential invests AVCs made by members of the Teachers Pension Scheme (TPS) and provides a full administration service.  Under the Scheme members have the option of making AVCs to Prudential or buying ‘added years’ in the TPS which they do through Teachers' Pensions, the administrator for the TPS.  Prudential is the only AVC provider recommended by the authorities.

3. Mrs Lloyd, who is a head teacher, started making AVCs to Prudential in 1994, at the age of 50.  She has been paying 2.5% of her salary in AVCs since 1994.  Oracle says:

3.1. In 1994 the Prudential representative had advised Mrs Lloyd that paying AVCs to Prudential was the best way for her to achieve her objective of retiring early on a full pension.  The Prudential AVC arrangement for Mrs Lloyd was set up for a retirement age of 65.  She always hoped to retire early at age 60, and if she were to do so she would incur penalties.

3.2. The Prudential representative did not mention at the time that there was an alternative option to buy ‘added years’.

3.3. If Mrs Lloyd had bought ‘added years’ in 1994, based on the contribution rate she is currently making to Prudential (ie 2.5% of her salary) she would buy 1.24 added years in the TPS by age 60.

3.4. Mrs Lloyd is continuing to pay AVCs to Prudential.  

3.5. If the AVCs she has paid to Prudential had been used to buy ‘added years’, it would produce a higher pension at retirement.  Consequently, she seeks compensation from Prudential of the cost to buy her those ‘added years’.  

4. The Prudential representative who dealt with Mrs Lloyd’s case, Mr R Neill, says:

4.1. As this matter occurred some years ago, he could not be exact about his discussions with Mrs Lloyd at the time.  However, he always made teachers aware of all alternatives such as free-standing AVCs (FSAVCs) and purchasing ‘added years’.

4.2. In May 1995 Bucks County Council sent out a letter to head teachers which highlighted the three option (ie FSAVCs, ‘added years’ and AVCs to Prudential) to enhance pensions under the TPS.  There was a meeting in June 1995 with Mrs Lloyd and other staff at her school as a follow-up to this letter.  It is strange that Mrs Lloyd had received similar letters every year for the past five years, around April/May, reminding her of the options available, but claims that she was not aware of the option of ‘added years’.

5. Prudential says that it has been unable to find the original application form Mrs Lloyd had completed when she first started making AVCs.  Prudential confirmed that the AVC arrangement for Mrs Lloyd was set up for a retirement age of 60.

6. Oracle says that Mrs Lloyd does not recall receiving the letters from Bucks County Council which would have informed her of the three options.  Oracle adds that Mrs Lloyd, in her position as head teacher, received large volumes of mail and was not pensions expert.

CONCLUSIONS

7. Although Oracle say that Mrs Lloyd was not aware of letters which mentioned added years, and indeed say that it was from Oracle that she first heard of this option, I am satisfied that such letters have been addressed to her in her role as head teacher since at least shortly after she commenced paying AVCs.  The fact that Mrs Lloyd may have received large volumes of mail is not sufficient excuse for her to claim that this matter was not brought to her attention.  In addition, I do not agree that she needed to be a pensions expert to understand the letters from Bucks County Council.  Despite, in my view, having knowledge that the purchase of added years may have been a possibility for her she did not make further enquiries about this.

8. Oracle’s claim that Mrs Lloyd’s AVC arrangement was set up for a retirement age of 65 is not correct.  Her AVC arrangement has been set up on the basis that she was to retire at 60.  Because this complaint does appear to have been made on a false premise I have not sought to enquire further into the claim that Mrs Lloyd was specifically advised that AVCs were the best way for her to achieve her aim of retiring at 60.

9. Oracle may be right in advising her, with the benefit of hindsight, that it would have been better for her to have purchased added years.  But her failure to pursue that option is not in my view the result of maladministration by Prudential.

10. For the reasons given in paragraphs 7 and 8 above, I do not uphold this complaint.

DAVID LAVERICK

Pensions Ombudsman

2 August 2002
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