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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN
Applicant
:
Mrs C Hemmings

Scheme
:
Teachers’ Pension Scheme – Prudential AVC Facility

Respondent
:
Prudential Assurance Company Limited

MATTERS FOR DETERMINATION

1. Mrs Hemmings complains that Prudential’s sales representative improperly persuaded her to pay additional voluntary contributions (AVCs) to Prudential.  Mrs Hemmings  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. Mrs Hemmings is a member of the Teachers’ Pension Scheme.  On 4 March 1996 she met with two Prudential sales representatives.  One of them completed a “personal financial review” form.  This records that Mrs Hemmings was 36 years old and intended to retire at age 60, which is the normal retirement date in the Teachers’ Pension Scheme.  Mrs Hemmings’s level of financial awareness is stated to be “sophisticated” and she was looking for low to medium risk investments.  The sales representative recorded various recommendations; that relating to Mrs Hemmings’s application to me was:

“Mrs Hemmings is a member of Teachers’ Superannuation.  She had an FSAVC for only 12 months and has not paid to this for around 1 year.  I have advised the client of the facilities available to her within Prudential’s in house TAVC facility.  I have advised Mrs Hemmings to contribute to this fund at the maximum possible (ie 9% earnings) to attempt to enhance retirement benefits.”

5. Mrs Hemmings signed the form, which includes a declaration that she had been provided with Prudential’s literature.  This included a booklet containing a statement on the first page that PAY is available.  Mrs Hemmings commenced paying AVCs to augment her pension and death in service cover.

6. Mrs Hemmings states that the sales representatives did not mention PAY and she considers that they should have done so.  Mrs Hemmings states that the Teachers’ Pension Scheme did not provide her with an explanatory booklet until 2003 and that this was when she first learnt of the PAY option.

7. Mrs Hemmings considers that she is not a sophisticated investor.  She says she was provided with the personal financial review and application forms to sign and she simply signed them.

8. Mrs Hemmings considers that her application requires an oral hearing before me “to present my side of this discussion.”

PRUDENTIAL’S POSITION

9. Prudential considers that there was no regulatory requirement for its sales representative to tell Mrs Hemmings 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 its own booklet.

CONCLUSIONS

10.
I have seen no evidence to suggest that an oral hearing would add anything to the written evidence already before me.  I therefore do not consider one to be necessary.

11.
I have difficulty in accepting that Mrs Hemmings was not provided with an explanatory booklet when she joined the Teachers’ Pension Scheme.  However, a reference to PAY in another form years before is on its own an insufficient defence to an allegation that Prudential did not make Mrs Hemmings aware of that option when encouraging her to make AVCs in 1996.

12. Mrs Hemmings apparently signed Prudential’s forms without reading them through.  That was her choice, but she is still bound by their terms.  These included confirmation that she had been provided with a booklet that included an explanation of PAY.

13. Mrs Hemmings considers that the sales representatives should have orally brought PAY to her attention.  I do not share that view.  Their task was to make a suitable recommendation from Prudential’s product range, whilst ensuring that Mrs Hemmings was aware of PAY.  Providing a booklet that explained the existence of that option was, in my view, sufficient to make Mrs Hemmings aware of it.

14. I do not uphold this complaint.

DAVID LAVERICK

Pensions Ombudsman

11 April 2005
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