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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN

Applicant
:
Miss J Farrar

Scheme
:
Teachers’ Additional Voluntary Contribution Scheme

Respondent
:
Prudential Assurance Company Limited (Prudential)

MATTERS FOR DETERMINATION

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

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 invests AVCs made by members of the Teachers’ Pension Scheme and provides a full administration service.  Prudential is the only AVC provider recommended by the Department for Education and Skills.

4. Miss Farrar commenced teaching in September 1988.  In March 1992 she elected to pay additional contributions to the Teachers’ Pension Scheme, to purchase 3 years and 128 days of additional service credit (added years).  Miss Farrar resigned on 31 August 1995 and her contributions ceased.

5. On 13 November 1995 Miss Farrar took up a new teaching appointment and re-joined the Teachers’ Pension Scheme.  She sought financial advice from Barry Williams, a senior financial consultant employed by Prudential.  Mr Williams completed a Prudential-designed personal financial review form as a record of his meeting with Miss Farrar.  Mr Williams recorded that Miss Farrar was a member of the Teachers’ Pension Scheme, but did not mention that she had been purchasing added years.  Mr Williams made various recommendations, one of which was for her to commence paying AVCs to Prudential at the rate of 6.6% of salary.  Miss Farrar duly commenced paying AVCs from November 1995.  She continued to do so until August 2000.

6. In December 2001 Miss Farrar complained to Prudential.  She stated that Mr Williams had told her that the purchase of added years was not an option for her, Miss Farrar having recently asked the Department for Education and Skills if she could recommence paying for added years and being told that she could.

7. Prudential asked Mr Williams, who had since retired, for his recollections.  He could not recall his meeting with Miss Farrar, but stated that he always told clients of the existence of the added years option.  He said that if added years were the preferable route, he would say so.

8. Miss Farrar has not recommenced purchasing added years, although she has stated to my office that she intends to do so as soon as her complaint has been determined.

CONCLUSIONS

9. On the balance of probabilities, I find that Miss Farrar would have recommenced paying for added years in November 1995, had it been made clear to her that she could do so.  Mr Williams should have ascertained whether Miss Farrar was purchasing added years as part of the factfinding process.  Having done so, the only course of action he could properly recommend was to recommence payments after the very short break in service, unless there were very good reasons for not doing so.  Mr Williams did not document any such reasons and indeed his fact-find failed to mention that she had previously commenced paying for added years.  His recommendation that she should instead purchase AVCs from Prudential was the result of maladministration.  

10. The injustice suffered by Miss Farrar is that Mr Williams did not give her sufficient information to make an informed decision on the matter.  I therefore uphold Miss Farrar’s complaint against Prudential.

DIRECTIONS

11. Within 28 days of the date of this Determination, Teachers’ Pensions, the administrator of the Teachers’ Pension Scheme, shall calculate and notify both Miss Farrar and Prudential of:

(a) the added years Miss Farrar would have purchased based on the assumption that the AVCs paid by her to Prudential between November 1995 and August 2000 were paid evenly over the period at the rate of 6.6% of salary, and

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

12. Within 28 days of the date of this Determination Prudential will notify Miss Farrar of the current value of her AVC fund.

13. Subject to Miss Farrar notifying both Teachers’ Pensions and Prudential of her decision as to whether or not she wishes to purchase the quoted added years, such notification being made within 28 days of her receiving the last of the above notifications 

· Prudential, on receiving Miss Farrar’s notification that she wishes to purchase the quoted added years, will within 14 days pay the notified lump sum cost to Teachers’ Pensions.

14. On receiving payment from Prudential, Teachers’ Pensions will arrange for Miss Farrar to be credited with the appropriate number of added years in the Teachers’ Pension Scheme.
DAVID LAVERICK

Pensions Ombudsman

13 January 2004


- 4 -


