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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN
Applicant
:
Mrs S E Furby

Scheme
:
Teachers’ Pension Scheme – Prudential AVC Facility

Respondent
:
Prudential Assurance Company Limited

MATTERS FOR DETERMINATION

1. Mrs Furby complains that Prudential’s sales representative improperly persuaded her to pay additional voluntary contributions (AVCs) to Prudential.  Mrs Furby 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 Furby is a member of the Teachers’ Pension Scheme.  Mrs Furby states that she attended an AVC presentation at her school.  As she had not made any additional pension provision, she expressed an interest.  On 18 March 1993 she met with Prudential’s sales representative, Mr D Bloxam and agreed to pay AVCs to Prudential.  Mrs Furby was 46.  Mrs Furby states that Mr Bloxam did not mention PAY.  He provided Mrs Furby with a booklet and leaflet, neither of which mentions PAY.

5. Mrs Furby signed an application form, which she says was completed by Mr Bloxam.  Mrs Furby points to the fact that the form is not completed in her handwriting, although she accepts that she signed it.  The form contains the following question:

“2.  PENSION SCHEME DETAILS

Please indicate any other contributions or benefits by ticking the appropriate boxes.

A.  Under the Teachers’ Superannuation Scheme, are you currently paying additional contributions for Family Benefits?  Past Added Years?  Repayment of previously withdrawn contributions to the Teachers’ Superannuation Scheme?”

In the boxes is written “no”.  Prudential did not supply Mrs Furby at the time with a copy of the application form.  Mrs Furby states:

“I would reiterate quite strongly that the options to question 2 were not mentioned and consequently not explained.”

6. Mr Bloxam completed a “personal financial review” form as a record of the meeting.  In the pension section of the form, the possible recommendations for clients requiring additional pension provision were printed as AVCs or FSAVCs.  Mr Bloxam recorded his recommendation, so far as they are relevant to this complaint, as:

“Discussed Teachers’ Superannuation Scheme and identified a shortfall in income at normal retirement due to a shortfall in service.  Suggested paying Additional Voluntary Contributions through in house arrangement with Prudential to boost income at retirement.  Based on Ready Reckoner 9% of gross earnings.”

PRUDENTIAL’S POSITION

7. Prudential considers that there was no regulatory requirement for Mr Bloxam to tell Mrs Furby 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.

8. Prudential considers that the answer to the question in the application form indicates that PAY was discussed at the meeting.

9. Prudential points out that the “ready reckoner” used by Mr Bloxam to calculate the maximum amount of AVCs that Mrs Furby could pay contains a note that purchasing PAY may affect the amount of AVCs payable.  Prudential considers that this constitutes bringing PAY to Mrs Furby’s attention.

10. Prudential considers PAY to be “expensive and inflexible” and considers that Mrs Furby may not have made any additional pension provision if she had not paid AVCs.

CONCLUSIONS

11. The ready reckoner was used by Mr Bloxam, there was no need for him to show it to Mrs Furby and no evidence that he did.  I do not accept that PAY was bought to her attention by that method.

12. The literature provided to Mrs Furby does not mention PAY and the personal financial review does not list PAY as an available option.  Mrs Furby says that Mr Bloxam did not mention it and that he completed the application form.  However, she signed the form which included the answer NO to the question whether she was making PAY contributions.  She may be right in saying that no explanation of PAY was given but the evidence leads me to the view that she was alerted to it.  Having been so alerted, it was down to her to make such further enquiries or request for explanations.

13. In the light of the documentary evidence her complaint is not upheld.

DAVID LAVERICK

Pensions Ombudsman

6 July 2005
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