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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN
Applicant
:
Dr C A Phillips

Scheme
:
Teachers' Pension Scheme - Prudential AVC Facility

Respondent
:
Prudential Assurance Company Limited

MATTERS FOR DETERMINATION

1. Dr Phillips complains that Prudential’s sales representative improperly advised him to pay additional voluntary contributions (AVCs) to Prudential.  Dr Phillips states that he was not told by the sales representative that he could purchase past added years (PAY) in the Teachers’ Pension Scheme.  Dr Phillips considers that Prudential did not make it clear to him that the AVC arrangement operates on a money purchase basis.

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 provided a full advice service through local sales representatives.  The Department of Education and Skills appointed Prudential as the sole AVC provider to the Teachers’ Pension Scheme.

4. Dr Phillips is a member of the Teachers’ Pension Scheme.  On 11 May 1994 he met with Mr G Evans, Prudential’s sales representative.  Mr Evans completed a “Personal Financial Review” form.  Mr Evans provided Dr Phillips with a copy of the final page of this document.  This is headed “Summary of your Personal Financial Review”.  It states:

“Discussed with Clive his superannuation scheme and opportunity to pay AVCs to increase fund in retirement.  Based on ready reckoner advised Clive he could pay up to 9% into AVCs.  Also discussed opportunity to increase life cover to 3 times salary within superannuation.”

Dr Phillips states that Mr Evans did not mention PAY.  Mr Evans provided a booklet about AVCs.  This does not mention PAY, but it does contain a comprehensive explanation of the money purchase nature of AVCs, including a warning that “past performance is not necessarily a guide to future performance and that the value of future bonuses may fluctuate and is not guaranteed.”

5. Dr Phillips met with Mr Evans again in November 1996, when he was provided with further illustrations, and in September 1997.  At the second meeting Dr Phillips agreed to increase his contribution rate from 6% of salary to 9%.  Dr Phillips was provided with a Prudential booklet which included the statement:

“In addition to the AVC facility with Prudential, there are other ways to enhance your pension benefits.  You can buy extra years of service through your occupational scheme’s Added Years facility, or become a member of a Free Standing AVC with another provider.  Further details of the Added Years facility are available from Teachers’ Pensions at the address at the back of this booklet.”

6. Prudential issued annual benefit statements to Dr Phillips.  These give the current fund value and include a warning that the pension payable is dependent on investment performance.

7. Dr Phillips considers that issuing written material to him is insufficient.  He considers that Mr Evans should have orally drawn the existence of PAY to his attention.  Dr Phillips says that Mr Evans did not do this.

8. Dr Phillips is not purchasing PAY.

PRUDENTIAL’S POSITION

9. Prudential cannot trace any documentation relating to the original arrangement of Dr Phillips’s AVCs.  It has provided copies of the “personal quotations” provided in November 1996 and the AVC amendment form completed in September 1997.  The company has been unable to obtain the sales representative’s recollections.  Prudential states that the AVCs are invested in the Cash Accumulation With Profits Fund, which is a low risk fund.  Prudential considers that it provided adequate written information and that Dr Phillips could also have referred to the Teachers’ Pension Scheme booklet for information about PAY.

CONCLUSIONS

10. It is most unfortunate that Prudential has not retained any documentation relating to the original AVC arrangements for Dr Phillips.  This says little for Prudential’s administration standards.

11. In 1994 Dr Phillips was provided with literature which fully described the money purchase nature of the AVC arrangement.  The annual statements reinforced this, as did the illustrations provided by Mr Evans.  In 1997 Dr Phillips was provided with a booklet which mentioned PAY, but he took no action regarding switching to PAY and still has not done so.

12. Whether or not PAY was mentioned by Mr Evans, by 1997 Prudential provided Dr Phillips with a booklet that did so.  Dr Phillips did not switch to PAY on receipt of this information, which was sufficient notification of that option, nor did he complain at that time about the advice previously provided.  I am not satisfied that he would have acted differently had he been given in 1994 the information he obtained in 1997. It follows that even if there was an omission in the information provided in 1994, I do consider that no injustice resulted. 

13. I do not uphold this complaint.

DAVID LAVERICK

Pensions Ombudsman

9 February 2005
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