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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN

Applicant
:
Mrs S K Ambridge

Scheme
:
Teachers’ Pension Scheme – Prudential AVC Facility

Respondent
:
Prudential Assurance Company Limited

MATTERS FOR DETERMINATION

1. Mrs Ambridge complains that Prudential’s sales representative improperly persuaded her to pay additional voluntary contributions (AVCs) to Prudential.  Mrs Ambridge 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. On 20 March 1995 Mrs Ambridge wrote to the administrator of the Teachers’ Pension Scheme, stating:

“I am interested in purchasing some extra years pension which I hope will enable me to take early retirement when I reach 55 years of age.”

On 10 April 1995 Mrs Ambridge was supplied with a detailed quotation, showing how much PAY she could purchase by monthly deductions from salary or a lump sum, or a combination of both.  A leaflet about PAY and an application form was enclosed.  Mrs Ambridge did not purchase PAY.  She says that she found the quotation “technically complicated” and she thought her only option was to pay in a significant lump sum.

5.
In May 1995 Mrs Ambridge made an enquiry about AVCs to Prudential’s head office, which referred her to Prudential’s local office.  Mrs Ambridge met with Prudential’s sales representative on 24 August 1995 and agreed to pay AVCs to Prudential.  The sales representative completed a “personal financial review” form at the meeting.  This recorded that Mrs Ambridge was 39 and had been a member of the Teachers’ Pension Scheme since 1986.  Her preferred retirement age was 55.  The form contained a flowchart showing the appropriate recommendation for the sales representative to make.  For a client who was a member of the Teachers’ Pension Scheme, who did not anticipate retiring with a pension at the Inland Revenue maximum, only one option was shown.  This was:

“Contribute to the Teachers’ AVC facility or Universities Superannuation AVC facility or local government AVC facility up to the maximum allowed by the Inland Revenue.”

6.
The sales representative recorded his recommendations, so far as they are relevant to Mrs Ambridge’s application to me, as:

“Susan’s only priority was to insure income in retirement by arranging additional voluntary contributions to the Teachers’ Superannuation Scheme.  Susan felt that a gross contribution of £66.67 linked to salary would be a good commencing contribution.  Cancellation details supplied to Susan.”

7.
The personal financial review was countersigned by Mrs Ambridge.  It contained the following declarations.

“The benefits of additional savings for retirement have been explained to me.  The relative merits of FSAVCs and AVCs were covered.  I chose the FSAVC product…”

“Prudential representatives are not qualified to give advice about any other company or its products.”

“I have received a separate document outlining the features, likely benefits and costs for each of the products for which I have agreed that a quotation should be provided.”

8.
The quotation and other documentation supplied to Mrs Ambridge referred to the Teachers’ AVC scheme, not FSAVCs.

9.
Mrs Ambridge signed an application form, which contained the question:

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

This question was not answered.

10.
Mrs Ambridge was given a booklet about AVCs.  The first page contains the following paragraph:

“Within the Teachers’ Superannuation Scheme there are two ways to make AVCs:

· The “added years” facility which allows you to “buy” extra years of service.

· The Prudential Additional Voluntary Contribution facility specially designed for teachers.”

There is no further reference to PAY in the booklet.

11.
Mrs Ambridge maintains that the sales representative did not mention PAY.  She states:

“I live a hectic life, and do not always have time to read through booklets given to me.  I confess I do not understand the financial world and rely heavily on the verbal information given.  I do remember when signing the proposal form I was only shown where to sign and the agent filled in the form.  I was not shown the questions he did not ask me, hence the section on extra years.”

PRUDENTIAL’S POSITION

12.
Prudential considers that there was no regulatory requirement for its sales representative to tell Mrs Ambridge about PAY.  However, the company confirms that from the beginning of its contract with the Department for Education and Skills, it has undertaken to make clients aware of PAY.  Prudential considers that information about PAY is available in the Teachers’ Pension Scheme booklet.  Prudential points to the question about PAY in the application form as being evidence that this option was brought to Mrs Ambridge’s attention.

13. Prudential considers that Mrs Ambridge knew about PAY and had discounted this option.

CONCLUSIONS

14. It appears likely, from the available documentation and Mrs Ambridge’s recollections, that the conversation between Mrs Ambridge and the sales representative centred on the respective merits of FSAVCs and AVCs, with no mention of PAY.  Against this I have to take into account that Mrs Ambridge was provided with a booklet mentioning the existence of PAY.  It appears that Mrs Ambridge did not read the booklet, but nonetheless the statement therein is sufficient for me to conclude that Prudential did notify her in writing of the existence of PAY.

15. I note that the flowchart used by the sales representative did not mention PAY as an option available to prospective clients.  PAY is not mentioned in the declaration as to the choice made by Mrs Ambridge, which mistakenly states that she opted for a free standing AVC.

16. However, when Mrs Ambridge met with Prudential’s sales representative, she had already obtained information about PAY from the Teachers’ Pension Scheme.  She found that information difficult to understand, although the quotation and leaflet made it plain that a monthly payment option was available.  It was open to Mrs Ambridge to obtain clarification on any point from the administrator of the Teachers’ Pension Scheme.  Therefore when she met with the Prudential sales representative, she was able to make an informed choice between what Prudential was offering and what was on offer through PAY.

17. I do not uphold Mrs Ambridge’s complaint.

DAVID LAVERICK

Pensions Ombudsman

31 August 2005
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