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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN
Applicant
:
Mrs C Peace

Scheme
:
Teachers’ Pension Scheme – Prudential AVC Facility

Respondent
:
Prudential Assurance Company Limited

MATTERS FOR DETERMINATION

1. Mrs Peace complains that Prudential’s sales representative improperly persuaded her to pay additional voluntary contributions (AVCs) to Prudential.  Mrs Peace states that the sales representative 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 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 Peace is a member of the Teachers’ Pension Scheme.  On 24 January 1992 the Teachers’ Pensions Agency provided her with information about PAY.  Mrs Peace states that her promotion to Head Teacher in 1990 caused her to review her pension provision.  Mrs Peace met with Prudential’s sales representative on an unknown date subsequent to her promotion, but did not sign an application form at that meeting.  Mrs Peace says that a form was sent to her later which she signed at home on 1 July 1991 and posted to Prudential.

5. Mrs Peace states in her application to me that the sales representative did not mention PAY at her meeting with him and that she was unaware of this option until 2003.  Mrs Peace does not have any documents relating to the arrangement of her AVCs.

6. The Prudential application form signed by Mrs Peace contains the question:

2.  PENSION SCHEME DETAILS

Please indicate any other contributions or benefits by ticking the appropriate boxes.

A. Under the Teachers’ Superannuation Scheme, are you currently paying additional contributions for …Past Added Years?

Mrs Peace wrote “no” in the box.  

7. Mrs Peace states in connection with this:

“There was no sales representative present at that time to comment, discuss or advise on Section 2 “Pension Scheme Details” and the content of the form had not been explained or discussed prior to its arrival.  I therefore answered correctly and factually…no-one was present to explain or discuss any of these points; PAY was one of several items in a list.  If the sales representative had previously explained to me that paying additional contributions for PAY was an option at that time, I would not have applied to join the Prudential’s AVC scheme and I would not have been sent the form.”

8. Capita Pensions Administration Limited, the administrator of the Teachers’ Pension Scheme, states that Mrs Peace was provided with information about PAY on 18 December 1987 and again 24 January 1992.  Mrs Peace cannot recall any information being provided in 1987 but agrees that it was provided in 1992.  She states:

“I have been aware of PAY as a scheme for a number of years…”

9. Mrs Peace paid AVCs at the maximum rate of 9% of salary until March 2001, when she reduced her contributions.  In August 2002 Mrs Peace reverted to paying 9% of salary and she still does so.  Mrs Peace retires on 31 August 2005.

PRUDENTIAL’S POSITION

10.
Prudential considers that information about PAY is available in the Teachers’ Pension Scheme booklet.  The company considers that “it is difficult to determine what was discussed 13 years ago.”

11.
Prudential points to Mrs Peace’s prior enquiry about PAY, also that she enquired again about it soon after she commenced paying AVCs as evidence of her knowledge of that option. 

12. Prudential states that its’ “ready reckoner”, used to calculate the maximum AVCs for a given age and length of service, contains a note that purchasing PAY can affect the amount of AVCs that can be paid.

CONCLUSIONS
13.
It is by no means clear that a copy of the ready reckoner was supplied to Mrs Peace.  In 1991 Prudential’s booklet did not mention PAY.  Mrs Peace says that the sales representative did not mention it.  However, Mrs Peace already knew about PAY and did answer a question about it on the application form which was used.

14.
Moreover Mrs Peace was clearly aware of PAY in 1992 but decided at that time to continue to pay AVCs.

15.
It may be that with the benefit of hindsight of the diminished investment returns over recent years of her AVC funds she now feels that PAY would be a better option for her but that is a different matter from her having been improperly persuaded to make AVCs back in 1990.

16.
I do not uphold Mrs Peace’s complaint.

DAVID LAVERICK

Pensions Ombudsman

4 July 2005
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