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PENSION SCHEMES ACT 1993, PART X
DETERMINATION BY THE PENSIONS OMBUDSMAN
Applicant
:
Mr C G Chafer

Scheme
:
Teachers’ Pension Scheme – Prudential AVC Facility

Respondent
:
Prudential Assurance Company Limited (Prudential)

MATTERS FOR DETERMINATION

1. Mr Chafer complains that Prudential’s sales representative improperly persuaded him to pay additional voluntary contributions (AVCs) to Prudential. Mr Chafer also alleges that the sales representative 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. Mr Chafer was born on 10 July 1955. He is a member of the Teachers’ Pension Scheme.  

5. In 1989, having received AVC correspondence from Prudential, Mr Chafer made an  application to them to pay monthly AVCs at the rate of 1.9% of salary in order to supplement his teacher’s pension. He signed an application form on 11 August 1989 which included the following paragraphs:

Under Section 2, “Pension Scheme Details”

“Please indicate any other contributions or benefits by ticking the appropriate box(es)

A. Under the Teachers’ Superannuation Scheme, are you paying additional contributions for;

Mr Chafer wrote “I am not at present paying any additional contributions” in response to the above question.

--------------------

Under Section 5, “Declaration”

“I understand that the AVC arrangements are governed by the provisions of the Teachers’ Superannuation Scheme. I also accept the provisions in section 8.”

Under Section 8, “Important Notice”,  

“In joining the Scheme, applicants should understand and accept:

(b) that because individual circumstances vary, they should, before starting to contribute to the Teachers’ AVC Facility, consider their position carefully, seeking independent financial advice, where appropriate, about whether contributing to the Facility is in their best interests.” 

(c) that because the Scheme 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……. ……cannot guarantee that any particular level of benefit will be available at retirement.” 

6. On 8 August 1996, following a visit by a representative, Mr Chafer signed an amendment form to increase his monthly AVCs to 3.3% of salary. This form included the following paragraphs:

“Prudential’s representative has clearly explained the two alternative methods 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 Mr Chafer)
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 that 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 booklet “How to build yourself a better pension.”

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

Mr Chafer opted for completion of the application form and advice on AVCs only.

7. Mr Chafer completed and sent another amendment form direct on 3 January 1999 to Prudential authorising the payment of a single contribution of £1,422.69. PAY is mentioned in Section 2 of this form although this section  has been crossed out. 

8. Mr Chafer says:

“My original joining of the AVC scheme in 1989…..I seem to recall that “personal pensions” were a big new idea at that time and the teacher unions warned teachers against leaving the TPS and taking a personal pension instead. I also seem to recall a talk given to staff at …..(my workplace) by Prudential reps who talked about using AVCs to enhance our pensions, with the aim of enabling those who wished to contribute to retire before the age of 60. As this scheme came with approval of the TPS, I thought that it was “the only show in town” so I joined.

The Pru say that section 2 of the form refers to past added years in 1989. “Past added years” does not sound like something which a teacher with a full service record to date (as I was) could use to add to his pension. Section 8 does not mention them and this, I would argue, is very much “small print” that most people would regard as formalities in completing the form.

If the “added years” scheme is more or less hidden in the small print when it is clearly in the insurance company’s interest for the potential customer to remain in the dark about a rather attractive alternative, wrong decisions by people like myself will continue to be made.” 

9. Prudential considers that there was no regulatory requirement for its sales representative to tell Mr Chafer  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. 

10. They feel that it is inconceivable that a member could pass over the questions in Section 2 of the AVC application form without a discussion of the alternative PAY option, a contention which Mr Chafer rejects because he says that, in his case, there was no such discussion.  

11. Prudential have not been able to contact the representative for his recollections of the meeting which led to Mr Chafer increasing his AVCs 

CONCLUSIONS

12. The AVC application form signed by Mr Chafer in August 1989 indicated that he was not purchasing PAY in the Teachers’ Pensions Scheme. I deduce from this that he was aware of PAY when he signed this form.

13. In August 1996, by signing the AVC amendment form, Mr Chafer confirmed that the representative had made him aware of the existence of the booklet and that it contained information about PAY.

14. I have seen no evidence to suggest that Mr Chafer was improperly persuaded to enter into his AVC arrangement. I do not uphold Mr Chafer’s complaint. 

DAVID LAVERICK

Pensions Ombudsman

20 January 2006
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