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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN
Applicant
:
Dr A J Danford

Scheme
:
Teachers’ Pension Scheme – Prudential AVC Facility

Respondent
:
Prudential Assurance Company Limited

MATTERS FOR DETERMINATION

1. Dr Danford complains that Prudential’s sales representative improperly persuaded him to pay additional voluntary contributions (AVCs) to Prudential.  Dr Danford states that the sales representative informed him that purchasing past added years (PAY) in the Teachers’ Pension Scheme was prohibitively expensive.

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 Danford is a member of the Teachers’ Pension Scheme.  On 16 October 1998 he met with Prudential’s sales representative and agreed to pay AVCs to Prudential.  Dr Danford states that Prudential’s sales representative told him that PAY was prohibitively expensive and that this advice was given on an informal basis.  Dr Danford states that he did not query the advice given because “I trusted his technical knowledge”.

5. Dr Danford signed an application form, which included the following declarations:

“Completion of the application form only.

Because Prudential has not completed a Personal Financial Review, I understand they are unable to give best advice.  Any advice given will relate only to the payment of additional voluntary contributions.”

“I have been made aware of the booklet entitled “A Guide to the Teachers’ Pension Scheme” with regard to the “Added Years” option.”

6. Dr Danford states:

“Prudential state that I did not wish to complete a “fact find” and this is also true.  Not because, I did not require further details on my pension provision but because this so-called “fact find” involved an attempt to sell Prudential mortgages, sickness and accident insurance etc.  I was not interested in this, indeed, I was annoyed when it was raised by the representative.”

7. The sales representative states that he met several times with Dr Danford (which Dr Danford confirms.)  He states that they discussed “the shortfall (if any)” and that he advised Dr Danford “to explore all options before proceeding.”  The sales representative expresses the opinion that Dr Danford“ was aware of the risk and now is back-tracking due to a downturn in the markets.”

8. Dr Danford states that he learnt from a newspaper article in April 2004 that:

“Like many other teachers in my position the option of buying back added years was by far the most favourable in terms of eventual pension and lump sum payments.”

PRUDENTIAL’S POSITION

9. Prudential considers that there was no regulatory requirement for its sales representative to tell Dr Danford 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.

CONCLUSIONS

10. Dr Danford and the sales representative have differing recollections of their first meeting.  However, Dr Danford confirms that he did not want a personal financial review.  He only wanted advice on AVCs.  Dr Danford says that he was led to that decision by the sales representative’s representation of PAY as being too expensive.  The sales representative says that he advised Dr Danford to explore all options open to him.

11. Had a personal financial review been carried out, PAY would not have emerged as a favoured option.  That is because the decision tree used by Prudential’s sales representatives provided for only two recommendations for a teacher seeking advice on additional pension provision – AVCs or FSAVCs.  Therefore whether or not a personal financial review was carried out has little bearing on the substance of Dr Danford’s complaint, which is that he was advised against PAY.

12. Bearing all the available evidence in mind leads me on the balance of probabilities to conclude that Dr Danford was aware of PAY when he entered into his AVC arrangement. On the basis of the facts now before me I do not conclude that, without the benefit of hindsight, Dr Danford would have decided when he commenced his AVCs that PAY rather than AVCs was likely to be the better option for him.

13. I do not uphold Dr Danford’s complaint.

DAVID LAVERICK

Pensions Ombudsman

3 August 2005
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