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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN

Applicant
:
Dr A K Sharp

Scheme
:
Teachers’ Pension Scheme – Prudential AVC Facility

Respondent
:
Prudential Assurance Company Limited

MATTERS FOR DETERMINATION

1. Dr Sharp complains that Prudential’s sales representative improperly persuaded her to pay additional voluntary contributions (AVCs) to Prudential.  Dr Sharp states that the sales representative did not inform 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. Dr Sharp is a member of the Teachers’ Pension Scheme and is currently employed as a teacher.  On 6 February 1993 she met with Prudential’s sales representative, Mr Porter, at her home and agreed to pay AVCs to Prudential.  Mr Porter provided Dr Sharp with an AVC booklet, which does not mention PAY.  Dr Sharp took a copy of the application form that she signed.  This contains the question “Are you currently paying additional contributions for…Past Added Years…?”  The question is crossed through.  Dr Sharp states that Mr Porter “simply crossed out that section of the form as not being applicable.”

5. Dr Sharp states that Mr Porter did not mention PAY and that she was unaware of it until October 2003

6. Dr Sharp states that the sales representative attempted to enquire about her financial situation but she refused to allow this as she saw it as an attempt to sell her other financial products.  Dr Sharp states:

“At this stage I also experienced some difficulty in getting Mr Porter to leave, we had completed the business for which the meeting had been arranged and I had to collect my small son from school.”

7. Mr G Houstoun, who was present at the meeting, states:

“Mr Porter was trying to sell AVCs in a very forceful manner…during the course of the meeting he attempted to extend the discussions with Dr Sharp to include other Prudential products.”

8. Mr Porter completed a “personal financial review” form at the meeting.  It records that Dr Sharp intended to “possibly retire between ages 50-60”.  Few details of Dr Sharp’s financial position are recorded.  Mr Porter wrote:

“Client was only interested in discussing pension arrangements and was reluctant to give any other information other than what appears on this Personal Financial Review.  I advised client that even if she contributes 9% of her salary into the Teachers AVC scheme, she would still have a large shortfall in her income at retirement.  Client enquired as to whether it was in her interest to transfer previous pension schemes into the Teachers’ Scheme or a personal plan.  I explained that I could not give advice but would obtain illustrations for her.  The ABI leaflet on transfers was left with the client.”


Mr Porter recorded his recommendations as paying AVCs to Prudential at the maximum rate of 9% of salary and also paying a lump sum AVC.  Mr Porter noted:

“Client informed me that could easily obtain the monies for a lump sum investment.”

PRUDENTIAL’S POSITION

9. The former sales representative cannot recall his meeting with Dr Sharp and stated in a telephone call to Prudential that he sold products through seminars rather than on a one to one basis Prudential considers that there was no regulatory requirement for its sales representative to tell Dr Sharp 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.

10. Prudential considers that it is reasonable to assume that the sales representative established that PAY was “not relevant” as the question about PAY was crossed through.

CONCLUSIONS

11. Dr Sharp confirms that the meeting was arranged to discuss AVCs.  She did not want to divulge details of her financial circumstances.  Dr Sharp considers that providing personal details would only have assisted Mr Porter in selling other Prudential products to her, which she wished to avoid.  Dr Sharp states that providing Mr Porter with the amount of her income and number of years in the Teachers’ Pension Scheme was sufficient for her purposes.

12. Dr Sharp took a copy of the application form that she signed, which afforded her ample opportunity to read the question about PAY, even if it had not been mentioned at the meeting.  Yet she raised no query about what PAY was until over 10 years later.

13
The meeting was arranged to discuss AVCs.  I accept that the sales representative may not have mentioned PAY, but Mrs Sharp signed a form asking about PAY and kept a copy of it.  I consider that in these circumstances, she was provided with notice of PAY in terms at least sufficient to provoke further enquiry on her part14.
I consider that, on the balance of probabilities, Mr Porter crossed through the question about PAY because he saw the meeting as being purely about AVCs.

15. It follows that I do not uphold Dr Sharp’s complaint.

DAVID LAVERICK 

Pensions Ombudsman

20 May 2005
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