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PENSION SCHEMES ACT 1993, PART X

DETERMINATION BY THE PENSIONS OMBUDSMAN
Applicant
:
Dr S Glynn

Scheme
:
Local Government Pension Scheme

Administrator
:
London Pensions Fund Authority (LPFA)

MATTERS FOR DETERMINATION

1. Dr Glynn complains that he was given misleading information by LPFA.  Dr Glynn considers that LPFA’s method of calculating transfer values is improper.

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. Dr Glynn was a research fellow at London Guildhall University.  Research fellows are not usually eligible for membership of the Teachers’ Pension Scheme (TPS).  Dr Glynn was therefore a member of the Local Government Pension Scheme (LGPS).  However, on 1 October 1998 Dr Glynn was appointed Reader which made him eligible to join TPS and he did so.

4. In August 1999 Dr Glynn asked LPFA about transferring his preserved benefits to TPS.  LPFA sent TPS a statement showing the estimated transfer value.  LPFA asked TPS to provide Dr Glynn with an estimate of the benefits available to Dr Glynn if he transferred to TPS.  LPFA stressed to Dr Glynn that it was important to compare the benefits available from the two schemes before making a decision.  LPFA suggested that Dr Glynn take independent financial advice.

5. On 20 January 2000 Dr Glynn elected to transfer his preserved benefits to TPS, without being advised by Teachers Pensions of the amount of service which would be credited to him in TPS as a result of the transfer.  

6. There were differences between the two schemes, which affected the amount of service credited to Dr Glynn in the TPS by comparison with his length of service within LGPS.  Dr Glynn complained to TPS about this in March 2000.  TPS’s response was that it relied on tables prepared by the Government Actuary (GAD) and no further service credit would be granted.

7. In April 2000 Dr Glynn complained to LPFA, saying that it should have paid a higher transfer value to offset the effect of the differences between the two schemes.  LPFA was unwilling to do this.  It pointed out that the transfer value had been correctly calculated.  However, it would allow the transfer to be reversed, if TPS agreed.  Dr Glynn stated that he did not want the transfer reversed.  He wanted LPFA to increase the transfer value.

8. Dr Glynn complained to me in June 2001, but correspondence on the matter continued between himself, his employer and the two pension schemes.  In his application to me, Dr Glynn stated that the documentation he had received concerning the transfer indicated that his benefits in both schemes would be identical.  On 6 May 2003 Dr Glynn’s employer wrote to TPS stating that Dr Glynn had always done some teaching.  They said he was thus ineligible for membership of the LGPS and should have been a TPS member all along.  TPS then returned the transfer value to LPFA.  LPFA refunded all the employer and employee contributions to London Guildhall University, so that these could be paid over to TPS.

9. Dr Glynn considered that this did not bring the matter to an end and said that the University and two professional associations had encouraged him to continue.  He considered that LPFA should not have followed GAD’s guidelines for calculating transfer values and that benefit statements he had received in the past had not contained warnings about what Dr Glynn perceived to be arbitrary benefit reductions.  Dr Glynn considered that LPFA had been unhelpful and obstructive.  He suggested that he should be awarded £2,000 compensation for his time and trouble pursuing his complaint.  Dr Glynn stated that pensions staff he had spoken to always said that transfers would be “like for like”.
10. GAD confirmed that it had calculated the various factors used by LPFA in working out transfer values.
LPFA’S POSITION
11. LPFA stated that Dr Glynn’s transfer value was calculated in accordance with the Local Government Pension Scheme Regulations 1997 (Statutory Instrument 1997 Number 1612) and guidance issued by GAD.  It had offered to reverse the transfer when Dr Glynn had expressed dissatisfaction.  LPFA accepted that some replies given to Dr Glynn during the handling his complaint had been over simplistic and that “undoubtedly there are some lessons for us at this end to learn from this process.”

CONCLUSIONS

12. Dr Glynn was under no obligation to transfer his preserved benefits from one scheme to another.  It was his choice.  LPFA stressed the necessity of carefully comparing the benefits available.  It appears Dr Glynn made his decision to transfer before being advised how much service the transfer value would buy.  

13. I have seen nothing to suggest that there was any mistake in the way in which LPFA calculated Dr Glynn’s transfer value.  There is no suggestion, in the transfer documents copied to my office, that the transfer value would be enhanced so as to offset the differences in the two schemes.

14. Dr Glynn’s benefit statements were for general information only and cannot be expected to cater for every eventuality.  It is unreasonable for Dr Glynn to expect his benefit statements to cater for the possibility of his transferring to another scheme and what the implications of that might be.

15. TPS differs from LGPS in a number of ways, particularly relating to the age at which pensions can become payable, that age being lower in TPS than in LGPS.  In consequence a pension from TPS will normally be payable over a longer period than a pension under LGPS.  This has the effect that a transfer from the LGPS of the value of benefits accruing after say 20 years service in LGPS will buy a lesser number of years service in TPS.  Dr Glynn views this as being specifically designed as an early retirement penalty.  ‘Penalty’ is not a word I would use but I can see an analogy with the actuarial reduction which is usually applied where a pension becomes payable earlier than the usual retirement date.

16. It seems to me that Dr Glynn has been unwilling to accept the logic of reflecting the difference in the way benefits are delivered with what is in effect the cost to him of belonging to one scheme or another.  I see no reason to question the actuarial basis for deciding, in line with that logic, what the amount of years is that he could purchase in TPS.  As I have already said he had a completely free choice as to whether or not to make the transfer on the terms offered.  

17. The term “like for like” is commonly used when referring to transfers between public sector pension schemes.  This refers to the fact that no exit or entry penalties are applied to the transfer value.  Dr Glynn may have been initially confused by this example of pensions jargon, but he was given detailed written information that made the position clear.

18. When Dr Glynn complained to LPFA, it offered to reverse the transfer if TPS agreed.  It was under no obligation to do so.  I cannot accept that this was evidence of an unhelpful and obstructive attitude.  It was clearly impossible for LPFA to increase Dr Glynn’s transfer value to give him more service credit in another pension scheme.  LPFA has accepted that at the outset it provided Dr Glynn with less detail than he desired, but when Dr Glynn wanted more information, he was provided with it.

19. In any event, the matters Dr Glynn continues to complain about have been overtaken by events.  It has emerged that he was ineligible for membership of the LGPS; this was no fault of LPFA which relied on Dr Glynn’s employer for details of Dr Glynn’s employment.  

20. It follows that I do not uphold Dr Glynn’s complaint.
DAVID LAVERICK

Pensions Ombudsman

11 March 2004
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