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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN

Applicant
:
Mrs M J Wilson

Scheme
:
Teachers’ Pension Scheme – Prudential AVC Facility

Respondent
:
Prudential Assurance Company Limited

MATTERS FOR DETERMINATION

1. Mrs Wilson complains that Prudential’s sales representative improperly persuaded her to pay additional voluntary contributions (AVCs) to Prudential.  Mrs Wilson 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 Wilson is a member of the Teachers’ Pension Scheme and is 55.  On 16 September 1989 she met with Prudential’s sales representative and agreed to pay AVCs to Prudential at the rate of 4% of salary.  Mrs Wilson says that the sales representative did not mention PAY.  Mrs Wilson signed an application form containing the question:

“Under the Teachers’ Superannuation Scheme, are you paying additional contributions for…Past Added Years?”

The question was not answered.

5. On 7 July 1993 Mrs Wilson met with another sales representative and increased her AVCs to 7% of salary.  She signed an application form containing the same question about PAY as the previous form.  The question was not answered.  Mrs Wilson says that the sales representative did not mention PAY.  He completed a “personal financial review” form, in which he recorded that Mrs Wilson’s first priority was retirement provision and:

“Mr and Mrs Wilson do not wish to disclose any of the information asked for on this form.  They have asked to contribute payments into the Teachers’ AVC scheme to provide extra benefits on retirement.”

Mrs Wilson countersigned the personal financial review form.

6. On 4 June 1997 Mrs Wilson met with another sales representative and agreed to increase her AVCs from 7% to 9% of salary.  She signed an amendment form which contained the same question about PAY as the previous forms.  It was not answered.  Mrs Wilson says that the sales representative did not mention PAY.

7. In September 2004 Mrs Wilson ceased paying AVCs and commenced purchasing PAY.

8. Mrs Wilson says: 

“I first heard about the PAY option from my mother, a retired schoolteacher.  She was not allowed to continue teaching when she married in 1946, and subsequently returned to teaching after a long career break.  I believe that she purchased past added years before she retired from teaching in 1985, but I cannot remember exactly when she told me this.

When I decided to improve my own retirement prospects in 1989, the Prudential’s product was being heavily promoted and endorsed by the NUT and the DFEE.  In contrast, PAY was barely publicised, so I was persuaded that AVCs were the better option.”

Mrs Wilson also says:

“When I first bought AVCs in 1989 I was not aware of the existence of PAY.  The conversation with my mother took place after 1989.  I can’t remember exactly when, but my best estimate would be about 10 years ago.  I was not a member of the teaching profession when she retired and we live 200 miles apart.  She told me she was offered added years on her return to the profession, because she had been forced to give up teaching on her marriage in 1946, and had cashed in her teachers’ pension at that time.  I thought my own situation was somewhat different.”

9. At one time, women teachers who had left due to marriage or having children received a refund of their contributions to the Teachers’ Pension Scheme.  If they returned to full time teaching, they were given the option of repaying the contributions and having their previous period of service reinstated.  It appears that Mrs Wilson’s mother took advantage of this arrangement.

10. Mrs Wilson tried to send me a Prudential booklet that she was given when she increased her AVCs.  This booklet never arrived in my office and it is assumed that it was lost in the post.  Mrs Wilson supplied my office with a photocopy of the front cover and one of the inside pages of the booklet.  These identified the booklet as the 1997 version, which mentioned PAY as an alternative to AVCs and provided the address of the administrator of the Teachers’ Pension Scheme if more information was required.  Mrs Wilson says that the booklet “confirmed my belief that AVCs were superior to PAY.”

PRUDENTIAL’S POSITION

11. Prudential considers that there was no regulatory requirement for its sales representative to tell Mrs Wilson 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.

12. Prudential considers that Mrs Wilson was aware of PAY when she met the sales representative in 1989.

CONCLUSIONS

13.
In the absence of an answer to the question about PAY in the application forms, I am wary of concluding that Mrs Wilson was made aware of PAY by this route.

14.
Mrs Wilson considers that the conversation with her mother took place about 10 years ago.  I can appreciate that her mother’s circumstances were different and would not necessarily lead Mrs Wilson to conclude that the purchase of additional years was available to her.

15.
In 1989 Prudential’s literature did not mention PAY but in 1997 Mrs Wilson was supplied with a booklet mentioning that option.  I am prepared to accept that PAY was not brought to Mrs Wilson’s attention in 1989 and 1993.  This constitutes maladministration.  However, in 1997 Mrs Wilson was supplied with a booklet mentioning PAY as an alternative option, but she made no enquiries about PAY until 2004.

16.
It was open to Mrs Wilson to obtain further information about PAY from the Teachers’ Pension Scheme and I note that she did this in 2004.  I am not persuaded that if mention had been made of PAY at the outset that Mrs Wilson would have decided, without the benefit of hindsight and recent publicity as to investment returns, that PAY would in 1989 have been a better investment option for her.  Thus I am not persuaded that even if information about PAY had been provided that Mrs Wilson would have acted differently.

17. I do not uphold Mrs Wilson’s complaint.

DAVID LAVERICK

Pensions Ombudsman

4 January 2006
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