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West Midlands Pension Fund

HM Treasury has recently launched a short consultation on capping exit payments to 
employees leaving the public sector. The proposal is likely to impact future workforce 
re-structuring exercises – affected employers should consider responding directly by 
27 August.

Headline proposal - £95,000 cap on exit payments
The proposed cap would include the cost of providing early access to unreduced pension benefits. LGPS members over age 55
currently have an entitlement to early access unreduced benefits when they are made redundant or leave on grounds of business
efficiency.

The consultation suggests that members would still be given the option of early access to unreduced benefits but only to the extent
they can be provided within the proposed total cost cap of £95,000. In practice, changes would need to be made to the 
regulations governing the LGPS to facilitate this, and the consultation also notes that the Government is, in any event, considering
further reforms to employer-funded early retirement promises.

It is unclear at this stage exactly how the cap (which would capture both cash sum redundancy payments and the additional cost to
employers of early pension payments) will work in practice and how members’ pension benefits will be affected. The timing of the
consultation does, however, indicate it is something the Government would like to establish as soon as possible – the cap could
apply as early as April 2016.

Who is affected?
The cap is intended to apply to central and local government bodies (including district councils, arms-length council operations
(ALMOs) and academies). It is not expected to apply to other employers (eg, colleges, universities, charities, community 
admission bodies) but there is some uncertainty, particularly around the extent it could be applied to contractors and TUPE-
protected rights. Even where it does not apply directly, employers are expected to set their own exit cap mechanism.

It will be possible to “waive” the cap in exceptional circumstances, but details of exit payments and any wavers will need to be 
published annually. Details of the waiver process are limited but, as a default, it is expected that waiver would require Full Council
approval.

Fund early retirement strain costs
Recent Fund experience is similar to the LGPS as a whole.  

• Over the last four years, the Fund has paid unreduced early retirement pensions to just over 2,350 members.

• The total funding strain associated with these pensions and charged to employers was £8.5 million.

• In around 3% of cases, the pension strain cost alone would have exceeded the proposed cap, with costs in these cases 
making up around 15% of the total funding costs.

Consultation on a
Public Sector
Exit Payment Cap
– closes 27 August
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What the proposed cap could mean for pension benefits
Pension benefits of older, longer serving staff (and not necessarily just those on the highest pay) are likely to be restricted if the cap
is implemented at the level proposed.

For example (as a rough guide based on illustrative figures provided to the Fund and allowing for an element of redundancy 
payment equal to the current maximum statutory redundancy pay of £14,250), the following members’ pension options could be
restricted by the cap in the event they are offered exit benefits including retirement benefits paid ten years’ early:

• 20 years’ service and final pay above £45,000; or  

• 40 years’ service and final pay above £25,000.

If benefits are paid five years’ early, the cap would impact members on broadly double the level of pay (eg, a member with 
20 years’ service and final pay of £90,000). Please note that the impact on individual members will vary considerably based on
their individual circumstances.

There is likely to be some uncertainty on the level of benefits members will be able to draw from the Fund as it will depend on
other elements of the exit package. It is unclear how the LGPS regulations could be changed to facilitate the cap (and interaction
between the various exit payments) or how retirement benefit costs should be measured to ensure consistency between funds
and the LGPS and other public sector schemes. For the Fund, the administrative burden could increase substantially.

Wider implications for employers
We anticipate the introduction of the cap could have much wider HR implications. At a time when councils are looking to identify
and implement cost-saving initiatives, a valuable tool, historically used to facilitate headcount reduction, will be restricted. This could
lead to sub-optimal workforce restructuring and undermine longer term succession planning.

In our view, the cap could prove to be counter-productive with the potential for an unintended impact on recruitment and retention
in the future.

Responding to the consultation
The consultation closes on 27 August. Details of how you can respond on the pension and wider implications can be found on
page 5 of the consultation.

The Fund would prefer pension cost control to be driven by changes to the LGPS benefit regulations. This would avoid the 
additional administrative burden and complexity of operating the cap (including an estimated value of pension benefits) across 
multiple sources of exit payment. It would also give members greater clarity of their pension benefits and avoid the potential 
disconnect between emerging benefit entitlements and payments to the Fund to meet the cost.  

Please let us know if there is any further information you would like from the Fund to assist your consideration and response as a
participating employer. As an LGPS fund, we are sharing our views on the pension aspects with the LGA, who are preparing a 
response on behalf of the local government sector.
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Further information can be found on the Fund’s website at wmpfonline.com

The website can also be used to provide information to members or as signposting for them to access information about 
the new scheme.

We always welcome feedback on our services, if you would like to make any further suggestions for 
improvement, please email:

Further Information Available to Employers and Members

Victoria Bennett Events Co-ordinator Simon Taylor Head of Pensions Administration
victoria.bennett@wolverhampton.gov.uk simon.taylor2@wolverhampton.gov.uk

Website: wmpfonline.com
Web portal: https://portal.wmpfonline.com/UPMWebApp/home.page

Employer helpline: 0300 111 6516
Email: wmpfemployerliaison2@wolverhampton.gov.uk



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


