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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN

Applicant
:
Mrs R Moffat

Scheme
:
Teachers' Pension Scheme

Respondent
:
Prudential Assurance Company Limited

MATTERS FOR DETERMINATION

1. Mrs Moffat, a teacher, makes additional voluntary contributions (AVCs) to the Prudential.  She complains that the Prudential “failed to ever advise me, or make me aware of the benefits of the scheme called “Added Years”.

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 facts 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 invests AVCs made by members of the Teachers’ Pension Scheme and provides a full administration service for that AVC scheme.  Prudential is the only AVC provider recommended by the Department for Education and Skills.

4. Mrs Moffat met with Mr C Atkinson, Prudential’s sales representative, on 13 February 1997.  Mr Atkinson’s recommendation was that Mrs Moffat pay AVCs at 9% of salary, the maximum rate allowed.  Mrs Moffat agreed to this and signed an application form.  The form contained the following statements:

“Completion of the application form only.  Because Prudential has not completed a Personal Financial Review, I understand they are unable to give best advice.  Any advice given will relate only to the payment of additional voluntary contributions.”

“Under the Teachers’ Pension Scheme (TPS) are you currently paying additional contributions for …Past Added Years?” (The answer given on the form was “N/A”,

“I have received the Key Features document, “Your Personal Quotation” and the member’s AVC booklet.”

“I have been made aware of the booklet entitled “A Guide to the Teachers’ Pensions Scheme” with regard to the “Added Years” option.”


Mrs Moffat has stated that she disclosed all her financial circumstances and aspirations to Mr Atkinson.  She said she signed the application form without reading it.  Mrs Moffat does not recall Mr Atkinson drawing her attention to the Teachers’ Pension Scheme booklet.

5. The payment of AVCs to Prudential builds up a fund which is available to the member, on retiring from their occupation to purchase an annuity to supplement the pension from the Teachers Pension Scheme.  The pension from the scheme is based on the teacher’s final salary and the number of years membership in the scheme.  Members can purchase added years to increase the proportion of their final salary on which their pension is based.  

6. Mrs Moffat has now retired on ill health grounds.

7. In response to Mrs Moffat’s complain Mr Atkinson has stated:

“I did not commit Rosie to contributing into an AVC contract on a one sales visit call.  We actually looked together at this option over a most definite 3+ visits before committing the sale and again several times afterward when I was up and down to Rosie…Rosie did not in any way come to a hasty decision but one that came about after much review.”

“Rosie categorically would have been informed by myself that an annuity is bought – I would also have outlined the open market option, that it provides cash only; added years and FSAVC options would have been covered and the charges covered in full.”

8. Mrs Moffat stated that she does not fully understand the meaning of annuity, open market option, free standing AVC or added years.  She first heard of added years when the Pensions Advisory Service (OPAS) advised her to make an application to me.

PRUDENTIAL’S POSITION

9
Prudential noted that Mrs Moffat had been a member of the Teachers’ Pension Scheme since 1966.  Prudential considered that during the time that Mrs Moffat was an active member of the scheme, it was not unreasonable to assume that she would have received a copy of the scheme booklet and periodic updates from the scheme administrator.  These would cover the purchase of added years.  Prudential considered that the application form completed by Mrs Moffat drew her attention to the option of purchasing past added years.

CONCLUSIONS

10.
Mr Atkinson was not trained or authorised to make a detailed comparison between AVCs and added years.  However, he was required to ensure that Mrs Moffat was aware that an option existed for her to make additional pension provision in that way.

 11.
Mrs Moffat had opted to receive advice relating to added years only.  She acknowledged receipt of documentation that explained what she was buying.  The application form that Mrs Moffat signed included a specific question about added years and also confirmation that she had been made aware of how to find out more about this option.  Mrs Moffat signed the form without reading it, but this does not absolve her from responsibility for what she agreed to in writing.  I therefore have difficulty accepting that Mrs Moffat was not made aware of the added years route.

12.
Clearly Mrs Moffat and Mr Atkinson have widely differing recollections of their meetings.  However, whatever was or was not said, the documentary evidence indicates that Mrs Moffat was made aware of the existence of the added years option in 1997.  It was open to her to seek further information from the scheme administrator at that time.

13.
It follows from the above that I do not uphold Mrs Moffat’s complaint.
DAVID LAVERICK

Pensions Ombudsman

25 March 2004
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