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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN
Applicant
:
Mrs H Green

Scheme
:
Teachers’ Pension Scheme – Prudential AVC Facility 

Respondent
:
Prudential Assurance Company Limited (Prudential)

MATTERS FOR DETERMINATION

1. Mrs Green complains that Prudential’s sales representative improperly persuaded her to pay additional voluntary contributions (AVCs) to Prudential. Mrs Green also alleges that the sales representative specifically advised against the alternative option of purchasing 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 Green was born on 11 December 1947 but did not enter teaching until 1989. She is a member of the Teachers’ Pension Scheme.

5. Following a presentation at her school, she met with Prudential’s sales representative, Mr R Nelson, in May 1999 at home because she was keen to find out what she could do to improve her pension provision.

6. Mrs Green agreed to pay AVCs to Prudential at the rate of 9% of salary (from 11 May 1999). She signed an application form on 4 May 1999 which included the following paragraphs:

“Prudential’s representative has clearly explained the two alternative methods available to me when considering the payment of additional voluntary contributions. I confirm that I have chosen the following method:

Completion of the application form only. 

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

Prudential representatives cannot give advice about any other company or its products.

I have received the Key Features document, “Your Personal Quotation” and the member’s AVC booklet.

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

7. Mrs Green opted for completion of the application form and advice on AVCs only.

8. Mrs Green submits that buying added years was mentioned very briefly in the literature the representative left with her but she says she can remember him saying that this was an option for young teachers on a low salary and not for someone of her age who would have to pay many thousands of pounds to buy an additional year. 

PRUDENTIAL’S POSITION

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

10. Prudential have not been able to contact the representative for his recollections of the meeting.  They therefore feel that they cannot comment on the actual discussion that took place or whether he informed Mrs Green that PAY was not a suitable option but also say that they have no reason to believe that he would have advised Mrs Green that “added years” was not really an option in her case, because this would contradict the information in the AVC booklet.  They submit that there is no documentary evidence to support Mrs Green’s claim.

11. Prudential say that the application form did contain a warning for individuals to consider carefully about whether contributing to the TAVC was in their best interests as individual circumstances vary.  Mrs Green would have had the opportunity to seek out further information on PAY before deciding to proceed with her TAVC. 

CONCLUSIONS
12. The representative had to ensure Mrs Green was aware of the PAY option. This he clearly did and Mrs Green herself accepts that the PAY option was mentioned in the literature.

13. She says (and I have no reason to disbelieve her) that he went further and remarked that PAY was intended for young teachers on low salaries and not for someone of her age and relatively high salary. It is certainly the case that the earlier before normal retirement date a teacher begins to pay for added years the lower is the percentage of salary which needs to be paid to purchase each added year. It is also the case that the PAY calculation takes account of the salary of the teacher at the time the arrangement begins. Nevertheless to say that the PAY option was “not for” teachers of Mrs Green’s age and with her level of salary was a statement which went too far and can be seen as leading to Mrs Green being discouraged from exploring that option.  

14. To redress injustice which could thereby have caused I am making directions to allow Mrs Green to make a more informed choice. 

DIRECTIONS

15. Within 28 days of the date of this Determination, Capita Hartshead Limited, the administrator of the TPS, shall calculate and notify both Mrs Green and Prudential of:

(a) the past added years Mrs Green would have purchased based on the assumption that the AVCs paid by her to Prudential were used to purchase past added years in the TPS, and

(b) the lump sum required to purchase those past added years.

16. Within 28 days of the date of this Determination Prudential will notify Mrs Green  of the current value of her AVC fund.

17. Subject to Mrs Green notifying both Capita Hartshead Limited and Prudential within 28 days of her receiving the last of the above notifications, of a decision that she wishes to purchase the quoted past added years and of her  assignment of her interest in the AVC fund and pension to Prudential, Prudential will within 14 days pay the notified lump sum cost to Capita Hartshead Limited and Capita Hartshead Limited will arrange for Mrs Green to be credited with the appropriate number of past added years in the TPS.

DAVID LAVERICK

Pensions Ombudsman

12 July 2005
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