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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN
Applicant
:
Dr S Dryden 

Scheme
:
Teachers’ Pension Scheme – Prudential AVC Facility

Respondent
:
Prudential Assurance Company Limited (Prudential)

MATTERS FOR DETERMINATION

1. Dr Dryden complains that two of Prudential’s sales representative improperly persuaded him to pay additional voluntary contributions (AVCs) to Prudential. Dr Dryden also alleges that they did not inform him that he 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. Dr Dryden’s date of birth is 18 October 1968. He became a member of the Teachers’ Pension Scheme in 1998.

5. Dr Dryden has been a member of one other (final salary) pension scheme, the Universities Superannuation Scheme (USS), for approximately 2 years. He paid into a Prudential AVC policy whilst a member of the USS.  

6. Intending to make additional pension provision for retirement, Dr Dryden met at home with two Prudential sales representatives in 1999. He says that despite telling them clearly that he wished to make up pensionable years and not just to top up his pension, they advised him that paying AVCs to Prudential would be suitable for his requirements and did not inform him of the PAY option. 

7. Dr Dryden agreed to pay AVCs to Prudential at the rate of 3% p.a. of salary and signed an application form on 18 March 1999 which included the following paragraphs:

“Prudential’s representative has clearly explained the two alternative methods of review available to me when considering the payment of additional voluntary contributions. I confirm that I have chosen the following method:

Completion of a Personal Financial Review. (not chosen by Dr Dryden)
Prudential’s advice is based on the information I have given. If the information I have given is incorrect or incomplete, Prudential may not be able to give me the best advice.

Completion of the application form only. 

Because Prudential has not completed a Personal Financial Review, I understand they are unable to give best advice. Any advice given will relate only to the payment of additional voluntary contributions.

Prudential representatives cannot give advice about any other company or its products.

I have received the Key Features document, “Your Personal Quotation” and the member’s AVC booklet.

I have been made aware of the booklet entitled “A Guide to the Teachers’ Pension Scheme” with regard to the “Added Years” option.”

Dr Dryden opted for completion of the application form and advice on AVCs only.

8. On 20 August 2001, Dr Dryden  increased his AVC contributions to 5% p.a. of salary by signing an amendment form including the following declarations:

“I have received “Your Personal Illustration” and the Members’ Brochure “An easy way to top your pension”, paying particular attention to the section entitled “Key Features” on pages 2 and 3.

I am aware of the booklet entitled “A Guide to the Teachers’ Pensions Scheme” with regard to the “Past Added Years” option.”

9. Dr Dryden says:

“I certainly don’t recall any additional information available in 1999 and the representative filled in the form as that is not my handwriting so there is less chance I would have read it all.

The Prudential suggest I should have known about “added years” again in 2001 but then why would I elect to pay even more of my salary into an AVC when this was not my best option? I certainly don’t have the money to spare and have been looking for any way to try to make up for the years I spent in Higher Education as a student in the 1990s.

The main scheme booklet is certainly not small in number of pages and I had no initial reason to read it as I was starting in the Scheme with a large number of years before I would need any of the benefits. I also thought I was doing enough to boost my pension by paying AVCs.

…..I am aware of variations in fund performances over recent years and think that the AVC has performed reasonably well for a long term investment. However, my main issue is the loss of lump sum benefits which I would have gained in the “added years” option which are not affected directly by such variations.”” 

He does not accept the information on the form was sufficient to alert him to PAY.

10. Dr Dryden says that it was only after having a conversation with a colleague in  March/April 2004 that he realised PAY would have been the appropriate option for him. He therefore stopped paying AVCs in July 2004 and commenced purchasing PAY instead. 

PRUDENTIAL’S POSITION 

11. Prudential considers that there was no regulatory requirement for its sales representative to tell Dr Dryden 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. 

12. Prudential have not been able to contact the representatives for their recollections of the meeting. 

13. In their letter dated 27 April 2005 to my Office, Prudential say that Dr Dryden would have been aware that he could not take a cash lump sum at retirement from his AVC policy because this was clearly stated in the AVC guide provided to him when his policy was established. 
CONCLUSIONS 
14. The Prudential sales representatives had to ensure Dr Dryden was aware of the PAY option. By signing the AVC application and amendment forms, Dr Dryden confirmed that the representatives had made him aware of the existence of the booklet and that it contained information about PAY.
15. Having had his attention drawn to the booklet giving details of PAY and how to obtain a PAY quotation, it was open to Dr Dryden to research the PAY option in more detail should he have wished to do so.  Whether that would have led him, without the benefit of the hindsight now available to make provision for his pension is speculative.  But I do not attribute his failure to make a more informed comparison to maladministration on the part of Prudential. 

16. I do not uphold Dr Dryden’s complaint. 

DAVID LAVERICK

Pensions Ombudsman

26 July 2005
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