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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN

Complainant
:
Mrs M S Morris

Scheme
:
Teachers' Additional Voluntary Contribution Scheme

Respondent
:
Prudential Assurance Company Limited

THE COMPLAINT (dated 2 January 2002)

1. Mrs Morris complains of maladministration on the part of Prudential, in that she was never made aware when she started making additional voluntary contributions (AVCs) that her AVC fund would have to be used to purchase an annuity when she retired.  She assumed that the benefits arising from her AVCs could be taken in the same manner as her benefits from the Teachers Superannuation Scheme (TSS) ie a tax free lump sum and a pension.  She claims that she has suffered an injustice as a consequence of the above maladministration.

MATERIAL FACTS

2. Prudential invests AVCs made by members of the Scheme and provides a full administration service.  Prudential is the only AVC provider recommended by the authority to the Scheme.

3. Mrs Morris started making AVCs to Prudential in 1993.  She says:

3.1. She was told by the Prudential representative that her pension from the TSS would be small due to the fact that she qualified in 1979, and had worked part-time for some years before working full-time.

3.2. She was encouraged by the Prudential representative to pay at least £100.00 per month, which she did.

3.3. She had hoped to retire when she was 58 years old at which time the amount she expected to have paid in would be about £14,000.

3.4. She was never made to understand that the AVCs she paid in would be paid out in very small amounts (in the form of an annuity) and she would receive no tax free cash sum.  It was not made clear that she would have to live to age 90 to see any benefits.

3.5. She never realised that if anything had happened to her after she retired, no one would get any of the monies she had paid in and that all the monies would go to Prudential.

3.6. She has not been able to find any documentation she may have been given at the time her AVCs were arranged.  She doubts that she would have read the documents if she had received them.

3.7. She obviously must have signed something when her AVCs were set up and she feels it is her fault for not asking more questions.

3.8. If she had known any of these facts she would not have made AVCs.

4. Prudential responded:

4.1. There is no facility under the Scheme for the AVC fund to be taken in the form of a tax free cash sum.

4.2. When Mrs Morris’s AVC was arranged, she would have received documentation confirming the terms and conditions of the Scheme which would have explained the way in which the benefits are paid.  This would have made no mention of a possible cash lump sum payment.

4.3. A report had been obtained from the representative who had arranged Mrs Morris’s AVCs, but, due to the passage of time, he cannot recall the sale in any particular detail.  However, he believes that he would not have advised Mrs Morris that the AVC benefits could be taken in the form of a cash lump sum.

CONCLUSION
5. Mrs Morris states that it was never explained to her that her AVCs would be used to purchase an annuity.  Prudential says that the representative who arranged Mrs Morris’s AVCs believes that he would not have advised her that the benefits could be taken as a tax free cash sum at retirement, and the documentation provided to her at the time would have confirmed this.  Mrs Morris says that she cannot find the documentation Prudential claimed she should have received, but doubts whether she would have read it even if she had received it.  There is no evidence to show one way or the other whether or not Mrs Morris received the documentation in question.

6. Mrs Morris assumed that her AVC benefits would be in the same form as her benefits from the TSS, ie a tax free cash sum and a pension.  She has not claimed that she came to this assumption as a result of information provided by the Prudential representative.  There is nothing to show that Mrs Morris had been mislead or mis-advised by the Prudential in believing that her AVCs would provide her with a tax free cash sum and pension at retirement.  Therefore there is no evidence of maladministration against Prudential and I do not uphold the complaint.

DAVID LAVERICK

Pensions Ombudsman

11 December 2002
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