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PUBLIC SECTOR EXIT PAYMENT CAP AND THE REFORM OF 
LOCAL GOVERNMENT EXIT PAY

1.0 EXECUTIVE SUMMARY

1.1 Attached at Appendix 1 is a report presented to the 18th December 
Pension Committee for approval. This is being reported to the Board in 
its entirety as it is a complex developing issue which will have major 
implications for the Fund and impact the work programme going 
forward. 

1.2 This report provides details of:
 the Exit Payment Cap legislation;
 arrangements within the Fund to manage any cases arising due 

to a short period of incompatible legislation; and 
 proposed amendments to LGPS Regulations to comply with the 

Exit Payment Cap legislation and further reform exit payments.

1.3 The recommendations within the attached report were approved by the 
Pension Committee on 18th December 2020, as set out in Appendix 1.

2.0 STRATEGIC PLANNING AND EQUALITY IMPLICATIONS

2.1 The Council’s vision is to be “A Council that works with residents, 
businesses, communities and other organisations to deliver the best 
services possible within the available resources”. As part of the 
approach to delivering this vision the Council aims to “Put customers 
at the heart of everything we do”.

2.2 An Equality Impact Assessment was undertaken as part of the 
Government’s consultation on Exit Payment Cap and the LGPS Exit 
Reforms.



3.0 RECOMMENDATION

3.1 That the Board note this report.

4.0 BACKGROUND

4.1 On 4th November 2020, The Restriction of Public Sector Exit Payments 
Regulations 2020 came into effect placing a cap on the amount that public 
sector employers can pay for employees leaving employment (including 
through redundancy or business efficiency) to £95,000. 

4.2 Unfortunately, the new regulations (hereafter “the Exit Payment Cap 
legislation”) are not fully compatible with the current LGPS regulations. 

4.3 The incompatibility arises because, whilst the Exit Payment Cap legislation 
requires that the total amount payable in respect of an exiting individual 
(including pension strain) does not exceed £95,000, the current LGPS 
regulations require that scheme members aged 55 and over and leaving 
their organisation by means of redundancy or business efficiency, must 
receive an unreduced pension. The cost to the employer of the employee 
leaving with an unreduced pension (known as pension strain) could result in 
the exit payment amount exceeding the £95,000 cap.

4.4 The Ministry for Housing, Communities and Local Government (MHCLG) 
have recently consulted on changes to the LGPS regulations to ensure 
compatibility with the Exit Payment Cap legislation and their response to this 
consultation is awaited. The consultation also includes proposals to make 
further limitations to redundancy payments in local government. The 
amended regulations are expected to come into effect towards the end of 
January 2021. 

4.5 MHCLG published ‘waiver guidance for the £95k cap’ on 16th December. 
Much of this is technical guidance but the Pensions Committee has asked 
Officers to explore if amendments are required to the Council’s Constitution 
to permit waivers to be applied for Council employees. Officers will supply a 
copy of this response in writing to the Pensions Committee members as 
appropriate copying in Local Pension Board members.

5.0 OPTIONS

5.1 This paper is intended to update the Board and as such there are no options 
for Members resulting from this paper however Members may request 
further information on the matter.

6.0 RESOURCE AND VALUE FOR MONEY IMPLICATIONS

6.1 It is anticipated that the Fund will not suffer material financial detriment from 
the implementation of the transition arrangements until such time as MHCLG 
Regulations are amended. However, it should be noted that, should a case 



arise which involves legal action, then legal costs will be incurred and it is 
not yet clear whether the Fund (i.e. all employers) would bear the cost or 
whether it would fall to the Council as Administering Authority for the Fund.  

6.2 The Fund has adopted a “least-risk” option for processing pension strain 
costs above £95,000 until the LGPS Regulations are reformed. It is for 
individual employers to determine how they manage exits within their own 
organisations however the Fund is offering support where applicable. 

7.0 LEGAL IMPLICATIONS

7.1 This report is for noting only and does not have any direct legal implications.

8.0 CONCLUSION

8.1 New legislation came into effect on 4th November 2020, capping the value of 
exit payments for employees leaving the public sector to £95,000. This 
legislation is not consistent with current LGPS Regulations.

8.2 MHCLG and the SAB have provided their views as to how Administering 
Authorities should treat any scheme members who are affected by this 
inconsistent legislation. Following legal advice received by the Fund, the 
Section 151 Officer, in consultation with the Chair of the Pensions 
Committee, has agreed to follow this approach, as relevant to the Pension 
Fund.

8.3 The MHCLG has consulted on amendments to LGPS Regulations that will 
(a) ensure the LGPS Regulations are compatible with the Exit Payment Cap 
legislation and (b) introduce further reforms to exit payments within the 
LGPS. 

Julie Crellin
Director of Finance (s.151 Officer)

13th January 2021

APPENDICES

Appendix 1 - Report to Pension Committee 18th December 2020 – Public Sector 
Exit Payment Cap and the reform of Local Government Exit Pay

Electoral Division(s): All

Executive Decision No

Key Decision No



If a Key Decision, is the proposal published in the current Forward Plan? N/A

Is the decision exempt from call-in on grounds of urgency? No

N/AIf exempt from call-in, has the agreement of the Chair of the relevant 
Overview and Scrutiny Committee been sought or obtained?

NoHas this matter been considered by Overview and Scrutiny?
If so, give details below.

N/AHas an environmental or sustainability impact assessment been 
undertaken?

NoHas an equality impact assessment been undertaken?

PREVIOUS RELEVANT COUNCIL OR EXECUTIVE DECISIONS

Report to Pension Committee 18th December 2020 – Public Sector Exit Payment 
Cap and the reform of Local Government Exit Pay

REPORT AUTHOR

Contact:  Pete George
Group Finance Manager - Pensions, Investments & Insurance
Pensions & Financial Services, Finance Directorate 

07917 244545
peter.george@cumbria.gov.uk

mailto:peter.george@cumbria.gov.uk

