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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN
Applicant
:
Mrs G Flint Cahan

Scheme
:
Teachers’ Pension Scheme – Prudential AVC Facility

Respondent
:
Prudential Assurance Company Limited

MATTERS FOR DETERMINATION

1. Mrs Flint Cahan complains that Prudential’s sales representative improperly persuaded her to pay additional voluntary contributions (AVCs) to Prudential.

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 Flint Cahan is a member of the Teachers’ Pension Scheme.  On 28 June 1998 she wrote to Capita Pensions Administration Services, the administrator of the Teachers’ Pension Scheme, expressing interest in purchasing past added years (PAY) in the scheme.  Capita replied on 14 July 1998.  The letter gave details of the PAY Mrs Flint Cahan could purchase by means of a lump sum or monthly payments and how much this would cost.  A leaflet about PAY and an application form were enclosed.  Mrs Flint Cahan states that she found the information provided by Capita “incomprehensible” and took no further action at that time.

5. Mrs Flint Cahan subsequently consulted Mr G Smith, a Prudential sales representative.  Mr Smith asked Capita for an estimate of Mrs Flint Cahan’s Teachers’ Pension Scheme benefits and this was sent to him on 21 December 1998.

6. Mrs Flint Cahan states that she asked Mr Smith about PAY and he dismissed it as being too expensive.  Mrs Flint Cahan says that she had some money invested in the stock market and she mentioned the possibility of using this to purchase PAY by means of a lump sum, but following a discussion she agreed with Mr Smith that this money was better left where it was.  Mrs Flint Cahan says that Mr Smith concentrated on the cost of purchasing PAY by means of a lump sum, without referring to the fact that PAY could also be purchased by monthly deductions from salary.  Mrs Flint Cahan states that Mr Smith did not make it clear that the AVC fund was linked to investments in the stock market.

7. Mrs Flint Cahan signed an application form to pay AVCs on 22 January 1999.  Mrs Flint Cahan says that Mr Smith completed the form and she signed it without reading it through.  Mrs Flint Cahan considers that this probably makes her agreement to pay AVCs invalid.

8. The application form contains 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 received the Key Features document, “Your Personal Quotation” and the member’s AVC booklet.”

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

The Key Features document and member’s AVC booklet contain warnings that the AVC pension is dependent on investment performance and annuity rates.  Prudential’s annual benefit statements also contain a similar warning.

9. Mrs Flint Cahan states that she was unaware that a full financial review was available.  She says, however, that she would not have wanted one had she been aware of this option.

10. Attempts to contact Mr Smith have proved unsuccessful.

11. Prudential considers that Mrs Flint Cahan had already done her own research and was in an informed position when she met with Mr Smith.  Prudential points to the form Mrs Flint Cahan signed, stating that she only wanted advice on AVCs.

12. Mrs Flint Cahan says she believed Mr Smith to be an impartial adviser on teachers pensions and that he did give advice at his meeting with her on 22 January.  She suggests that a decision from me not to uphold her complaints would mean that I did not accept the validity of the statement set out in the first sentence of this paragraph or her claim that she was not properly appraised of the significance of some of the content of the application form that she signed.

CONCLUSIONS

13. Dealing first with her comment, I do not accept that Mrs Flint Cahan’s action in not reading the application form before signing it probably makes her agreement to pay AVCs invalid.  I see no reason to doubt the validity of the form and I regard her as having knowledge of its content which included reference to the Added Years Option.

14. Mrs Flint Cahan had already made enquiries about PAY but had not pursued that option.  If Mrs Flint Cahan had not understood the information provided to her by Capita, it was open to her to ask Capita for clarification. That her conversation with Mr Smith was focussed on the possibility of buying PAY by way of a lump sum payment seems likely to be because that is a question she herself had posed. 

15. Mrs Flint Cahan acknowledged receipt of documentation that made the equity-linked nature of her investment clear.

16. I do not uphold Mrs Flint Cahan’s complaint.

DAVID LAVERICK

Pensions Ombudsman

21 July 2005
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