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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY PENSIONS OMBUDSMAN
Applicant
:
Mrs A Everard

Scheme
:
Teachers’ Pension Scheme – Prudential AVC Facility

Respondent
:
Prudential Assurance Company Limited

MATTERS FOR DETERMINATION

1. Mrs Everard complains that Prudential’s sales representatives improperly persuaded her to pay additional voluntary contributions (AVCs) to Prudential.  Mrs Everard states that the sales representatives did not tell her that she could purchase past added years (PAY) in the Teachers’ 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 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 manages the AVC section of the Teachers’ Pension Scheme.  Until 2000 Prudential offered an advice service through local sales representatives.  Prudential is appointed by the Department for Education and Skills as sole AVC provider to the Teachers’ Pension Scheme.

4. Mrs Everard is a member of the Teachers’ Pension Scheme.  She confirms that she was provided with the Teachers’ Pension Scheme booklet (September 1989 edition) which includes information about PAY.  On 6 April 1994 Mr and Mrs Everard met with Prudential’s sales representative, Mr C Stilliard.  Mr Stilliard completed a “personal financial review” form.  He gave a copy of the final page, containing his recommendations, to Mr and Mrs Everard.  These were (so far as is relevant to Mrs Everard):

“Advised Anne to pay 9% TAVC contributions to enhance pension at retirement.”

Mrs Everard states that Mr Stilliard did not provide her with an AVC booklet.  In 1994 Prudential’s booklet did not mention PAY.  Prudential does not have a copy of the personal financial review.

5. In her application to me and her complaint to Prudential Mrs Everard states:

“At no time did he mention the possibility that I now know to be an option, of buying past added years in the Teachers’ Pension Scheme.”

However, in a subsequent letter to my office, Mrs Everard states:

“Mr Stilliard was asked about the option to buy added years as explained in a pension booklet we held in our possession.  He advised that this was not an option.  This was a disappointment, as generally we wanted to take a low risk approach to my pension, as my husband’s is now almost entirely dependent on stock market investments.”

6. In a further letter, Mrs Everard states:

“As I have stated on a number of occasions, I was, personally, unaware of the past added years option until recently when I reviewed my pension arrangements when becoming part time.”

7. AVCs were not deducted from Mrs Everard’s salary by her employer and she did not query this.  The non deduction of AVCs does not form part of Mrs Everard’s application to me.

8. On 21 August 1996 Mr and Mrs Everard met with Mr Stilliard again.  He completed a personal financial review form, a copy of which has been supplied by Prudential.  The reason for the meeting was recorded as “retirement planning.”  Mr Stilliard noted that “Anne is already making maximum contributions.”  Mrs Everard signed a declaration confirming that she had received a copy of “a separate document outlining the features, likely benefits and costs…”  Prudential’s usual practice at that time was for this to take the form of a booklet, which includes details of PAY.

9. Mrs Everard’s employer still did not deduct AVCs from her salary.

10. On 12 July 1999 Mrs Everard met with Mr R Campbell, a Prudential sales representative.  Mr Campbell completed a personal financial review form, a copy of which has been supplied by Prudential.  Mr Campbell recorded that Mrs Everard would like to retire at age 55 (she was then 45) and his recommendations were:

“I advise you to make further retirement provision in order to try and achieve your desired retirement income.  I recommend that you increase your contributions to the Teachers’ Additional Voluntary Contribution Scheme at a level taken from the contribution planner.  This may enable you to retire on the current maximum allowable benefits.  Together we have established that this is affordable…I have given you a copy of the leaflet “AVC – some important features” and have explained the contents to you.”

Prudential does not have a copy of the leaflet mentioned by Mr Campbell and is unable to say if it mentions PAY.

11. Mrs Everard’s employer commenced deducting AVCs from her salary in September 1999.

12. Mr Stilliard states that his first meeting with Mrs Everard followed a presentation at her school by his manager, Mr J Freeth.  Mr Stilliard considers that PAY would have been covered in Mr Freeth’s presentation.  Mr Stilliard states:

“The clients are both very intelligent…they were fully aware of all options and cost drove the TAVC rather than added years that would have been more money.

…As Mrs Everard had not only my visit to advise her but also a full approved TAVC presentation she had two sources of information that both covered added years as an option.  I find it hard to understand her motivation other than she must have had significant pay rises and feel that she made the wrong decision.”

PRUDENTIAL’S POSITION

13. Prudential considers that there was no regulatory requirement for its sales representative to tell Mrs Everard about PAY.  However, the company confirms that from the beginning of its contract with the Department for Education and Skills, it has undertaken to make clients aware of PAY.  Prudential considers that information about PAY is available in the Teachers’ Pension Scheme booklet and that Mrs Everard had been made aware of PAY.

CONCLUSIONS

14. Mrs Everard confirms that she was aware of PAY from the Teachers’ Pension Scheme booklet when she met with Mr Stilliard in 1994.  Her recollections of the meeting are contradictory.  However, Mrs Everard states that Mr Stilliard was asked about PAY in relation to the Teachers’ Pension Scheme booklet.  It seems to me unlikely that Mr Stilliard would tell Mrs Everard that she could not purchase PAY, when he knew that she possessed a booklet that would contradict him.

15. Mrs Everard suffered no financial loss as a result of Mr Stilliard’s advice, as she did not pay AVCs until after her meeting with Mr Campbell.

16. Mr Campbell clearly supposed that Mrs Everard had been paying AVCs for some years and had already decided on her chosen method of additional pension provision.  His advice needs to be viewed in that context.  Mr Campbell recommended an increase in contributions which does not seem to me unreasonable, given that Mrs Everard had expressed a wish to retire early.

17. The personal financial review form completed by Mr Campbell does not mention PAY and it cannot be established if the leaflet provided by him mentions it.  However, Mrs Everard knew about PAY when she met with Mr Campbell.

18. I do not uphold Mrs Everard’s complaint.

DAVID LAVERICK

Pensions Ombudsman

12 April 2005
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