N01026


PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN
Applicant
:
Mrs M A Vernon

Scheme
:
Teachers' Pension Scheme - Prudential Additional Voluntary Contribution Facility

Respondent
:
Prudential Assurance Company Limited

MATTERS FOR DETERMINATION

1. Mrs Vernon complains that Prudential’s sales representative advised her that the option of purchasing past added years (PAY) in the Teachers’ Pension Scheme was not available to her and that she should pay additional voluntary contributions (AVCs) to Prudential.

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 fund management and administration service.  The Department for Education and Skills has appointed Prudential as the only AVC provider to members of the Teachers’ Pension Scheme.

4. Mrs Vernon met with Prudential’s sales representative on 1 December 1995.  She completed an application form to pay AVCs to Prudential at the rate of 9% of salary, commencing in February 1996.  Mrs Vernon was supplied with a document headed “Your Personal Details”, which gave details of the AVC arrangement, including the statement that commission had been paid to the sales representative.  A Personal Quotation was also supplied.  The sales representative recorded his recommendations as:

“Amanda considers maximum contribution to TAVC to improve income in retirement.  The TAVC facility provides flexibility and can be adjusted at any time.  The TAVC also provides extra death in service up to 3x salary and dependants income to 4/9th salary.  Amanda wishes to use pension benefit only at present.”

The sales representative provided Mrs Vernon with a copy of this statement.

5. Mrs Vernon met with Prudential’s sales representative again on 23 February 1996, when she agreed to pay a single AVC of £648.70, in addition to her monthly contributions.  Mrs Vernon explained to my investigator that the purpose of the single payment was to ensure that she paid the maximum permissible AVCs in the 1995/1996 tax year.  Mrs Vernon completed an application form.  The sales representative recorded:

“Mrs Vernon can contribute a single premium to her TAVCs to enhance pension in retirement.  Maximum contributions of 9% of salary.”

Mrs Vernon was supplied with a personal quotation.

6.
Both the application forms completed by Mrs Vernon contained a question asking if she was purchasing PAY in the Teachers’ Pension Scheme.

7
Mrs Vernon complained to Prudential in February 2003, following a conversation with a relative about the relative merits of AVCs and PAY.  Mrs Vernon stated to Prudential:

“When I first met the representative from Prudential I was determined to use as much of the additional contributions as possible to buy additional years of service.  However I was advised that it was not possible to buy back additional years and that I should invest the increased contributions I intended to make in the Teachers AVC Facility.”

8. My investigator asked Mrs Vernon why, if she was determined to purchase PAY, she took the word of Prudential’s sales representative that she could not do so, without any reason being given.  Mrs Vernon commented that she viewed Prudential’s sales representative as a professional adviser and therefore there was no reason for her to question his advice.  Mrs Vernon stated in a letter dated 5 June 2004 that she had always suspected Prudential’s sales representative of being driven by commission rather than her best interests.

9. Mr Vernon stated that he was present at the second meeting and heard Prudential’s sales representative state that PAY was not available to Mrs Vernon.

10. Mrs Vernon stated:

“…the Prudential representative told me that I was ineligible for PAY, indeed he refused to provide any details about PAY at the meeting because I was ineligible.”

PRUDENTIAL’S POSITION

11. Prudential stated that its sales representative was required to ensure that Mrs Vernon was aware of PAY and clearly she was.  Prudential considered there was no evidence to suggest that Mrs Vernon had been advised against PAY.  The sales representative had left Prudential’s service and Prudential had been unable to contact him.

CONCLUSIONS

12. Mrs Vernon apparently trusted Prudential’s sales representative to the extent of not asking him why she was ineligible for PAY.  I have difficulty accepting as a proposition that a professional person such as Mrs Vernon, when told over the course of two meetings that PAY was not available to her, would not ask why this was and perhaps make further enquiries of the Teachers’ Pension Scheme.  Mrs Vernon was supplied with a copy of the sales representative’s report (paragraph 4), which did not mention any ineligibility for PAY.  Mrs Vernon did not question the accuracy of this report.

13. Mrs Vernon met with Prudential’s sales representative on two occasions and was apparently keen to ensure that she paid AVCs up to the Inland Revenue maximum.  It seems to me to be inconceivable that throughout this process Mrs Vernon really wanted to purchase a different product altogether, but accepted  that she could not do so but did not know why.  In the same way it is difficult for me to understand how Mr Vernon would also have simply accepted such a position as valid.

12. It follows from the above that I am not persuaded that Mrs Vernon’s recollections are correct.  I do not uphold her complaint.

DAVID LAVERICK

Pensions Ombudsman

25 August 2004
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