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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN
Applicant
:
Mr B Salmon

Scheme
:
Teachers' Pension Scheme - Prudential AVC facility

Respondent
:
Prudential Assurance Company Limited

MATTERS FOR DETERMINATION

1. Mr Salmon complains that, when he agreed to make AVCs, Prudential led him to believe that he was purchasing past added years (PAY), or some other form of additional service credit, in the Teachers’ Pension Scheme.  Mr Salmon considers that Prudential’s literature encourages this belief.

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 and provides a full advice and investment service.  Prudential is appointed by the Department for Education and Skills (DFES) as the sole AVC provider to the Teachers’ Pension Scheme.

4. Mr Salmon was self employed.  He had a personal pension plan with Prudential.  In 1991 Mr Salmon became a teacher and joined the Teachers’ Pension Scheme.  Mr Salmon states that he consulted Prudential’s local sales representative, who explained that he could no longer contribute to the personal pension plan as he had joined an occupational pension scheme.  The representative suggested that Mr Salmon pay AVCs to Prudential and Mr Salmon agreed to this.  He commenced paying AVCs in April 1991.

5. Mr Salmon has now left teaching and no longer pays AVCs.  He considered early retirement and obtained a pension quotation from Capita Hartshead Limited (Capita), the company that administers the Teachers’ Pension Scheme.  Mr Salmon queried why the quotation did not include a service-related credit in respect of his AVCs.  Capita explained to Mr Salmon that he needed to obtain a separate quotation from Prudential in respect of his AVC pension.  Mr Salmon then found that had he purchased PAY with the contributions he had paid since 1991, his total deferred pension benefits would be larger.

6. Mr Salmon wrote to Prudential about the AVCs:

“To my horror …I was informed by the TPS that these were private contributions to a private company, the Prudential, and have absolutely nothing to do with TPS their representative went on to say that they do not even recommend your scheme.

Because of the claims clearly laid out in your literature sent to me by your company and the many conversations with your representatives in 1990/1991, I had been under the impression that the AVC scheme would actually top up my Teachers Pension Scheme.  That it was in actuality an integral part of the scheme, designed to help late starting lecturers add to the existing pensions arrangement by voluntary additional contributions.  (I enclose photocopies of some of the relevant parts of your sales literature.)”

7. The sales literature referred to by Mr Salmon includes the following statements:

“Prudential provides the Money Purchase Additional Voluntary Contribution facility for the teaching profession…”

“AVCs may be paid to Prudential’s Money Purchase facility, the main scheme’s “Past Added Years” facility or to a free standing AVC.”

“Where are the contributions invested?  You can choose to invest your contributions in one or more of the With Profits Fund, the Unit Linked Funds, and the Deposit Fund.  Within these, the money is invested in a wide range of shares and, where applicable, government stocks, and commercial property in the UK and abroad.”

“Past performance is not necessarily a guide to the future.  For unit linked funds the value of units can go down as well as up.  The future rate of bonuses in the With Profits Fund is not guaranteed, nor is the rate of growth of your investment.  Terminal bonus can be reduced or removed retrospectively without notice.”

8. All the documentation provided to Mr Salmon concerned AVCs.  Information on PAY was available from Teachers’ Pensions.  Mr Salmon accepts that he did not query the information  provided.  He says that his assumption from the beginning was that paying AVCs would purchase some kind of additional service credit in the Teachers’ Pension Scheme.  In support of his assumption Mr Salmon points to the following:

· The term “additional voluntary contributions” which Mr Salmon feels indicates an additional contribution directly to the main Teachers’ Pension Scheme,

· Prudential’s sales literature referring to endorsement by the DFES and linkage with the Teachers’ Pension Scheme,

· Prudential’s sales representative advising him that AVCs were the best method of directly adding funds to his Teachers’ Pension Fund entitlement,

· Mr Salmon paid AVCs by salary deduction, with his AVCs being shown next to his main scheme payment.

9.
Prudential sent Mr Salmon annual benefit statements, showing the performance of the funds and stating that the proceeds had to be used to purchase an annuity.

PRUDENTIAL’S POSITION
10.
Prudential considers that all its literature made the money purchase nature of AVCs plain and that Mr Salmon’s AVCs were being paid to Prudential.  Prudential has been unable to trace any documentation relating to the arrangement of Mr Salmon’s AVCs.

CONCLUSIONS

11.
Although the AVC section of the Teachers’ Pension Scheme is managed by Prudential, it is a part of the main scheme.  DFES dictates the circumstances and form in which benefits can be taken and also controls the level of Prudential’s management charges.  AVCs, and the pension they purchase, are included with the main scheme benefits for Inland Revenue calculation purposes.

12.
I cannot accept that the first time Mr Salmon realised that his AVCs were being paid to Prudential was when he contacted Capita (paragraph 6).  He arranged AVCs with a Prudential representative and received literature making it plain that he was investing his money with Prudential.

13. Prudential’s literature does not support Mr Salmon’s assertions.  It shows that Prudential made the money purchase nature of AVCs, and the risk element, quite clear.  The literature also makes it plain that Mr Salmon’s AVCs were being invested by Prudential, not Capita Hartshead or DFES.  Alternative methods of additional pension provision, including PAY, are mentioned.

14. It is unfortunate that Prudential cannot trace any documentation relating to the inception of Mr Salmon’s AVCs.  However, I consider it most unlikely that Prudential’s sales representative would make representations to Mr Salmon that would be contradicted by the company’s literature.

15. It follows from the above that I do not uphold Mr Salmon’s complaint.

DAVID LAVERICK

Pensions Ombudsman

3 December 2004
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