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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN

Applicant
:
Mrs G Mepham

Scheme
:
Teachers' Pension Scheme - AVC Facility

Respondent
:
Prudential Assurance Company Limited

MATTERS FOR DETERMINATION

1. Mrs Mepham complains that Prudential’s sales representative told her that her additional voluntary contributions would purchase past added years 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 administers the additional voluntary contribution (AVC) facility for the Teachers’ Pension Scheme.  It is the only AVC provider for the teachers’ scheme, having been appointed by the Department for Education and Skills.

4. On 6 July 1993 Mrs Mepham met with Mr D Bloxam, Prudential’s sales representative.  Mr Bloxam completed a personal financial review form.  This recorded that Mrs Mepham was aged 50 and had been a member of the Teachers’ Pension Scheme for 13 years.  In the “summary” section of the form Mr Bloxham recorded:

“Discussed Teachers Superannuation Scheme and identified a shortfall in income for Normal Retirement Age due to a shortfall in service (13 yrs to date).  Advised to pay additional voluntary contributions through in-house arrangement with Prudential to enhance income at retirement.

Based on Ready Reckoner 9% of gross earnings.

Mrs Mepham would like to consider the possibility of Retiring Early, and I have advised that early retirement is with the consent of the local Borough.

Financial Review completed at Mrs Mepham’s School and therefore her husband was not present.

Mrs Mepham only wanted to disclose information relevant to the Superannuation Scheme.”

Mr Bloxam recorded the payment term as 10 years.

Mrs Mepham signed the “confirmation of your understanding” section of the personal financial review form.  This included the following statement:

“I understand and agree with the information on the Summary of your Personal Financial Review.”

5. Mrs Mepham signed an application form.  This contained the following statement:

“In joining the Scheme, applicants should understand and accept…that because the Facility 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 that therefore the Department of Education and Science, Scottish Office, Department of Education Northern Ireland cannot guarantee that any particular level of benefit will be available at retirement.”

The form also contained the question:

“Under the Teachers’ Superannuation Scheme, are you currently paying additional contributions for Past Added Years?”

Mrs Mepham’s answer to this question was “No”.

6. Mrs Mepham paid AVCs for 10 years.  She is still working as a head teacher.  In October 2001 Mrs Mepham complained to Prudential that Mr Bloxam never explained that her AVC pension would depend on annuity rates when she retired.  Mrs Mepham stated that Mr Bloxam had told her that if she paid AVCs for 10 years, she would purchase 10 past added years (PAY) in the Teachers’ Pension Scheme.  She says that Mr Bloxam had told her how much PAY she would received after 5 year’s and 10 year’s contributions.  Mrs Mepham no longer had those figures.

7. Mrs Mepham stated that Mr Bloxam had given her no documentation at all and she had not received annual benefit statements from Prudential.  It was only when Mrs Mepham investigated her retirement options in 2001 that she realised that her AVCs would be used to purchase an annuity.

8. Prudential asked Mr Bloxam for his comments.  He could not recall his meeting with Mrs Mepham.  Mr Bloxam considered that the personal financial review showed that “a shortfall was identified” and that Mrs Mepham would have read the summary section before signing it.  Mr Bloxam stated that “there is no written mention of added years.”

9. Mrs Mepham’s trade union, the National Association of Head Teachers (NAHT), stated to my office that Mr Bloxam had advised Mrs Mepham that she could retire at age 55, although she did not have this right in 1993.  NAHT stated that when Mrs Mepham consulted Mr Bloxam, it was on the clear understanding that she wished to purchase PAY.

PRUDENTIAL’S POSITION

10. Prudential considered that the personal financial review and application form made it plain that Mrs Mepham was entering into an AVC arrangement which was dependent on fund performance and interest rates at retirement.  Prudential felt sure that Mr Bloxam would have provided Mrs Mepham with explanatory literature, as this was standard practice.  Prudential pointed out that PAY was explained in the Teachers’ Pension Scheme booklet, which was provided to every member of the scheme.  Prudential considered that Mrs Mepham knew what she was buying and there was no evidence that Mr Bloxam had misled her.

CONCLUSIONS

11. Mr Bloxam was not trained or authorised to advise on PAY or make a comparison between AVCs and PAY.  However, he was required to ensure that Mrs Mepham was aware of PAY.  Bearing in mind that one of the questions on the application form specifically referred to PAY, I consider on the balance of probabilities that some discussion or explanation concerning PAY must have taken place.  In any case, it appears that Mrs Mepham knew about PAY, as she maintains that she met with Mr Bloxam with the intention of arranging this through him.

12. In the personal financial review Mr Bloxam made it clear that Mrs Mepham could only retire early with her employer’s consent.  He recorded the payment term as 10 years, ie to Mrs Mepham’s normal retirement date of 60.  I have seen no evidence to suggest that Mr Bloxam led Mrs Mepham to believe that she had a right to retire at age 55, or that he arranged for her to pay AVCs specifically with this in mind.  I note that Mrs Mepham paid AVCs for 10 years as arranged with Mr Bloxam.

13. The application form signed by Mrs Mepham explained that the amount of the AVC fund depended on investment performance and interest rates.  I cannot see how this statement could be taken to mean that a guaranteed, final salary related pension would be provided by AVCs.

14. It seems to me so improbable that Mr Bloxam provided no literature at all to Mrs Mepham that I am not prepared to find as a fact that Mrs Mepham is correct in her statement that he did not do so.  In any event, I am satisfied from the available documentation that the nature of the AVC arrangement was properly explained to Mrs Mepham.

15. It follows from the above that I do not uphold Mrs Mepham’s complaint.
DAVID LAVERICK

Pensions Ombudsman

13 July 2004
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