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PENSION SCHEMES ACT 1993, PART X
DETERMINATION BY THE DEPUTY PENSIONS OMBUDSMAN
	Applicant
	:
	Mrs B S Crickett 

	Scheme
	:
	Teachers’ Pension Scheme – Prudential AVC Facility

	Respondent
	:
	Prudential Assurance Company Limited (Prudential)


MATTERS FOR DETERMINATION

1. Mrs Crickett complains that Prudential improperly persuaded her to pay additional voluntary contributions (AVCs) to them and 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 fact 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 was appointed in 1989 by the Department for Education and Skills as sole AVC provider to the Teachers’ Pension Scheme. Until 2000, Prudential actively marketed the AVC section of the Teachers’ Pension Scheme by offering an advice service through local sales representatives.   
4. Mrs Crickett was born on 9 July 1946. In 1967, she joined the Teachers’ Pension Scheme which has a Normal Retirement Age of 60.
5. Mrs Crickett says that, in 1989, she attended a Prudential AVC presentation at her school during which she received a leaflet entitled “Additional Voluntary Contributions with the Prudential” that did not mention PAY together with an AVC application form.  She asserts that the no Prudential AVC video mentioning PAY was shown during the presentation.  
6. Mrs Crickett decided to pay AVCs to Prudential monthly, at the rate of 5% of her salary, and also a single lump sum of £781.80, by completing and signing the AVC application form on 20 March 1989, in order to increase her pension benefits at retirement. She had no assistance in this from Prudential.
7. Section 2 of the form was headed “Pension Scheme Details” and asked for details of any other contributions or benefits by posing a number of questions. On the form signed by Mrs Crickett, no answer was given to a question as to whether she was contributing to PAY. Other questions in this section concerning her free-standing AVCs, and whether she had pensionable employment other than under the Teachers’ Pension Scheme, were answered “No” by her.

8. The form contained a declaration that:

“I understand that the AVC arrangements are governed by the provisions of the Teachers’ Superannuation Scheme. I also accept the provisions in section 8.

Under Section 8, “Important Notice”,  

“In joining the Scheme, applicants should understand and accept:

(b) that because individual circumstances vary, they should, before starting to contribute to the Teachers’ Superannuation AVC Scheme, consider their position carefully, seeking independent financial advice, where appropriate, about whether contributing to the Scheme is in their best interests.” 

(c) that because the Scheme is a way of investing money in order to provide pension benefits, those benefits will depend on the contributions paid, the performance of the institutions with whom investments are made, and on interest rates at retirement; and…….
 ……cannot guarantee that any particular level of benefit will be available at retirement.”
9. In 1992, Mrs Crickett increased her monthly AVCs to 9% of her salary. 

10. Mrs Crickett states that it was only after reading recent articles in the press that she realised that PAY would have been the appropriate option for her.

11. Mrs Crickett retired early from teaching in August 2001, and is receiving the pension available to her from the main Teachers’ Pension Scheme. She has decided to defer receipt of her AVC pension, however. 
12. In her letter dated 4 February 2007 to my Office, Mrs Crickett says:

“Issue has been made regarding the “tick” boxes in Section 2 of the application form and how that should have made me ask questions about Past Added Years……All that section is doing is asking if you were making additional contributions. The answer was “No” so no box was ticked. Surely for this to be more thought provoking it should have been followed by “Would you like further information about any of these?”   
PRUDENTIAL’S POSITION 

13. Prudential considers that there was no regulatory requirement for them to tell Mrs Crickett about PAY. However, the company confirms that from the beginning of its contract with the Department for Education and Skills in 1989, it has undertaken to make clients aware of PAY. Prudential considers that information about PAY is available in the Teachers’ Pension Scheme booklet. 

14. Their “licensed” direct sales force did not start arranging AVC policies until mid-1990. Prior to that time, Prudential say that they had “unlicensed” advisers (presenters) who provided factual information only about AVCs and PAY in a presentation. Prudential assert that their presenters would have shown a short video about the Prudential AVC arrangement for the Teachers’ Pension Scheme which briefly covered the alternatives methods of additional pension provision in retirement, i.e. PAY and FSAVCs.   

15. Prudential also assert that it is reasonable for them to assume that she would have become aware of the PAY option from the question about PAY in Section 2 of the application form when she studied the form carefully before completing it on her own. 

16. Prudential have no record of any Personal Financial Review (fact find) being completed for her or advice being given to her. 

17. Prudential states that the way that alternative options to AVCs have been brought to the members’ attention has changed over time. Inclusion of the information about PAY in their member AVC booklet and a declaration confirming that PAY had been brought to the applicant’s attention on their application form were introduced in January 1995 and January 1996 respectively.   

18. Prudential argues that arrangements made before the documentation changes should not be treated differently to those entered into afterwards because they feel that inclusion of the PAY references did not change the existing processes and procedures already in place to alert clients to the other options.   

19. Prudential say that PAY may not have been suitable for Mrs Crickett because of the actuarial reduction applicable on early retirement whereas AVC benefits are not actuarially reduced in respect of early retirement.  

CONCLUSIONS

20. Mrs Crickett says that Prudential did not provide her with any assistance in completing the AVC application form. But if she had experienced any difficulties answering the questions on this form, it was always open to her to actively seek help from Prudential or an independent financial adviser to do so. By deciding not to pursue this option, I am satisfied that Mrs Crickett understood what was being asked of her in all the questions on the form and that she was comfortable providing the information requested without any assistance.
21. I am prepared to accept, on the balance of probabilities, Prudential’s assertion that the PAY option was mentioned during the presentation which Mrs Crickett attended by their presenter to enable her to complete the form herself. 
22. In view of these circumstances, I do not believe that Prudential had any obligation to draw her attention further to the PAY option.
23. The evidence therefore falls short of establishing that injustice was caused to Mrs Crickett as a result of any maladministration on the part of Prudential.

24. I do not uphold Mrs Crickett’s complaint.
CHARLIE GORDON

Deputy Pensions Ombudsman

23 March 2007
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