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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN
Applicant
:
Mrs S Martin

Scheme
:
Teachers’ Pension Scheme – Prudential AVC Facility

Respondent
:
Prudential Assurance Company Limited

MATTERS FOR DETERMINATION

1. Mrs Martin complains that Prudential’s sales representative improperly persuaded her to pay additional voluntary contributions (AVCs) to Prudential.  Mrs Martin states that the sales representative told her that AVCs purchased 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 Martin is a member of the Teachers’ Pension Scheme.  Mrs Martin had started teaching when she was 45 and wanted to improve her pension entitlement.  On 6 January 1994 she met with two Prudential’s sales representatives.  She was 50.  Mrs Martin agreed to pay AVCs to Prudential at the rate of 3.53% of salary.  Mr Agwunobi, one of the sales representatives present, completed a “personal financial review” form.  He recorded his recommendation as:

“Advised Suzanne to consider TAVC topping up her pension so as to boost retirement income.  Pointed out that her legal maximum is 9% of salary.  At the moment, prepared to begin with £50 net, but will be constantly reviewed.

5. Mr Agwunobi provided Mrs Martin with a “personal quotation” and Prudential’s AVC booklet.  The quotation and the booklet both contained warnings that past performance was not necessarily a guide to the future returns to be expected from the AVCs and that the amount of the AVC pension was dependent on fund performance.

6. Mrs Martin signed an application form containing the question:

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

The question was answered “no”.

7. Mrs Martin says that the sales representatives left her with the impression that paying AVCs to Prudential would purchase additional years of service in the Teachers’ Pension Scheme.  Mrs Martin says that the sales representatives put her under pressure to agree to pay AVCs. She says that one of the sales representatives completed the application form for her and she signed it without reading it through.

8. On 22 January 1996 Mrs Martin met with Mr Agwunobi again and agreed to increase her AVCs to the maximum rate of 9% of salary.  Mr Agwunobi completed a “personal financial review” form and recorded his recommendation as:

“Recommended to increase AVC contributions to 9% so as to enhance retirement income – ie, another 5.47%.”

Mrs Martin signed a declaration in the personal financial review, confirming her receipt of Prudential’s AVC literature and personal quotation.  Mrs Martin also signed an application form, containing the same question about PAY as the previous form.  The question is answered “no”

9. Mrs Martin says that she does not recall being asked on either occasion if she was purchasing PAY.  Even if she had been asked the question, Mrs Martin considers that “I would not have been aware of its potential significance.”

10. Mrs Martin states that she was told at the first meeting that “by entering this scheme I would make up for the years I was missing.”  Mrs Martin says that “…I truly believed that I was in a scheme that would buy me additional years in my pension…”

11. Mr Agwunobi cannot recall his meetings with Mrs Martin.

12. Prudential sent annual statements to Mrs Martin.  These included statements that fund performance was not guaranteed and that the AVC fund had to be used to purchase an annuity.

PRUDENTIAL’S POSITION

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

14. Prudential points out that Mrs Martin was provided with its AVC booklet and quotations on two occasions.  The company considers that these made the nature of AVCs plain.

CONCLUSIONS

15. Mrs Martin twice signed forms stating that she was not purchasing PAY.  This leads me to the conclusion that she was made aware of the existence of PAY.  Mrs Martin was provided with literature which made plain the money purchase, non guaranteed nature of the AVC product.  I am not persuaded that Prudential’s sales representatives led her to understand that the effect of making AVCs would be the same as her buying added years under the scheme. 

16. I do not hold Prudential responsible for Mrs Martin’s mistaken impression that paying AVCs would provide an additional service credit in the Teachers’ Pension Scheme.  

17. I do not uphold her complaint.

DAVID LAVERICK

Pensions Ombudsman

30 September 2005
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