
Is it time for a pensions spring clean?

Could your company benefit from a 
tidy up of legacy pension schemes?

Managing any defined benefit scheme can be time-consuming and costly, 

but for legacy schemes, particularly smaller ones, the management input 

and expense is often disproportionate.  

There are many reasons why companies end up with complex pensions 

legacies, for example; a history of acquisition and disposal, or separate 

arrangements for executives and staff.  Proactively managing these 

liabilities, rather than storing them up to be dealt with “one day”, could 

reap significant rewards in the long run.  

Trustees and companies who wish to rationalise their smaller schemes 

should consider either a buy-out and winding up of legacy schemes or 

streamlining their operational costs.

Buy-out and winding up of legacy schemes
The management input and expenses for smaller legacy schemes can be 

disproportionate to the size of the liabilities. Small schemes typically pay 

at least 0.3% pa of their liabilities in running expenses, compared to less 

than 0.1% pa for large schemes1. 

Although a buy-out crystallises the deficit, it offers certainty and often 

better value – saving on future expenses and the cost of running the 

investment, inflation, interest rate and longevity risk.  Clearly timing the 

approach to market is key. Volatile market conditions will impact the 

comparative value of an insurance transaction, the extent of which will 

depend on the assets being held by the plan.

Streamlining operational costs
Although a buy-in or buy-out is likely to be the most suitable method of 

tidying up most closed legacy pension schemes, we recognise that it may 

not be appropriate in all circumstances. Alternative options are available 

to streamline ongoing operations, ranging from a full scheme merger to 

consolidating advisers and aligning trustee boards.
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We embarked on our  
de-risking journey 
several years ago 
working closely with the 
sponsor.  We are delighted 
to have been able to 
secure member benefits 
in full and within our 
agreed budget.

Geoff Matthews

Chairman of Trustees
Leaf UK

APRIL 2015

1 Based on analysis from the Pensions Regulator, Kim Gubler 
Consulting and LCP.

To help move promptly when the 

time is right, LCP and leading 

law firm Wragge Lawrence 

Graham & Co have developed 

a unique streamlined buy-out 

service which is ideally suited 

to schemes up to £100 million.  

The service is designed to 

help schemes transact quickly 

using pre-negotiated contracts 

with the key insurers.  This 

enables immediate access to 

improved contractual terms 

and by reducing the number of 

moving parts, insurers offer more 

competitive pricing.  To provide 

certainty on the professional 

fees (including legal advice), the 

streamlined service is provided 

on a competitive fixed fee up to 

the point of signing contracts. 

A simple option for smaller schemes
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LCP is a firm of financial, actuarial and business consultants, specialising in the areas of pensions, investment, 

insurance and business analytics.

Although scheme mergers are significant projects and should not be 

undertaken lightly, the long-term benefits of consolidating pension 

liabilities include reducing management time and rationalising advisers in 

order to cut fixed costs. Even where a full merger is not feasible, there are 

still potential savings from streamlining pension scheme governance and 

support.

LCP has helped a number of clients by starting out with a high level 

investigation of the benefits and costs of a consolidation exercise.  As well 

as quantifying the possible efficiency savings, we can avoid wasted effort 

by identifying any likely barriers to a merger at an early stage. 

How LCP can help your pension scheme
LCP is a market leader in the field of insured de-risking solutions such 

as buy-ins and buy-outs, with considerable knowledge and depth of 

experience across the spectrum of transaction sizes. 

We have advised on transactions for pension schemes sponsored by ICI, 

Total, Philips, GlaxoSmithKline, Smith & Nephew, Tate & Lyle, Interserve and 

Home Retail Group amongst others. Our market leading de-risking advice 

has been widely recognised by a range of leading industry awards.  

If you are looking to investigate any of these options further, LCP offers a 

range of next steps including feasibility exercises, bespoke trustee training 

and expert support in preparing for, negotiating and structuring transactions.   

We advise companies and trustees and work collaboratively alongside a wide 

range of advisors, including all the major legal advisors and firms of actuaries. 

From initial concept 
through planning, 
negotiation and 
implementation phases, 
they were with us every 
step of the way. Our 
transaction was a huge 
success, and I credit LCP 
with a great part of that.

Tim Haywood

Group Finance 
Director and Head of 
Sustainability
Interserve plc

Contact us 
If you would like further information please contact your usual LCP adviser or call one of our specialists below.
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