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The impact of Covid-19 created an unprecedented environment for many pension schemes and trustees have had to be extremely adaptable to deal with 
these challenges. Pension schemes with struggling sponsors could also face tougher times as the pandemic continues to create uncertainty, including through 
potential future mutations. Covenant is central to many of the defined benefit pension scheme issues that both trustees and sponsors are likely to face over 
the coming months and years and should remain high up on risk management agendas. 

Jonathan Wolff, Partner & Head of Covenant Services

Alongside Covid-19 and other macroeconomic megatrends, trustees and corporates will also need to keep on top of the changing regulatory landscape 
as additional provisions of the Pension Schemes Act 2021 (“PSA 21”) come into play and as the consultation on the new scheme funding code is expected 
towards the end of the year. The new funding regime will cause a significant shift in how trustees approach managing their defined benefit pension schemes, 
and how sponsors manage their risk in this regard. 

Helen Abbott, Partner 

Inflationary environment – can increased costs be passed on  
to customers?

Supply chain issues and labour shortages

Continuing Covid-19 pressures

Prospect of increasing interest rates making debt more 
expensive

Macroeconomic
Environment

Climate considerations 

Conditions remaining supportive of M&A activity

Increased corporate insolvencies 

PSA 21 – first regulatory actions using new powers?

PSA 21 – continued need to assess events under new framework 

PSA 21 – New notifiable events framework expected from Spring 
2022

Consultation on new DB scheme funding code expected in 
Autumn 2022

Regulatory and
industry 

developments
Journey planning to end game and consideration of longer term 
covenant reliance 

First defined benefit schemes entering commercial consolidators 

More schemes needing to report on covenant regarding Task 
force for Climate related Financial Disclosures  

Key areas of covenant risk to focus upon

https://www.lcp.uk.com/our-experts/a/alasdair-mayes/
https://www.lcp.uk.com/our-experts/a/alasdair-mayes/
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Innovative technology and thinking can help solve the challenges of the future

Francesca Bailey, Partner 

Some schemes are emerging in a better 
funding position following Covid-19, with a 
sponsor that currently provides a reasonable 
level of covenant support. For these schemes, 
a clear priority is to manage the journey to 
securing member’s benefits, and, not being 
thrown off course by new, unexpected risks 
materialising. 

That’s why we have launched LCP Sonar 
Reimagined – our dynamic risk profiling tool 
to help trustees, sponsors and advisers think 
about their scheme specific risks in a dynamic and integrated way, helping a journey plan 
to be built around a scheme’s specific covenant, funding and investment circumstances, 
and form insights into which risks are top priority. 

Case study
We helped our client with a strategic review and identified that the scheme’s 
sponsor had several large customers exposed to climate transition risks, and that 
the contracts with these customers were up for renewal in mid-2020s.

Working with the trustees’ actuarial and investment advisers we performed 
integrated climate scenario analysis, which identified that financial market shocks 
could materialise around the same time that covenant visibility became uncertain.

Our advice highlighted how the scheme’s existing strategy was more exposed to 
covenant longevity risk than it needed to be, but in short term, the sponsor could 
underwrite significant levels of investment risk. Following this work, the trustees 
adapted their strategy - re-risking in climate aware portfolios to accelerate their 
timeframe to reaching a long-term funding target.

REIMAGINED

Delivering optimal solutions requires collaborative thinking - both across advisors and 
stakeholders in a pension scheme. That’s why we’ve worked with our actuarial and investment 
colleagues this year to launch three insight reports to help our clients formulate an optimal 
pensions strategy. Chart your own course covers an integrated approach to journey planning 
for trustees, the Contingent Funding Handbook provides a practical guide to developing 
bespoke contingent funding solutions; and Life through a lens is a comprehensive sponsor 
guide to the changing pensions landscape.

Explore our latest thinking
John Parnis England’s latest blog covers tips for trustees in light of 
new regulation and increased corporate activity.

We regularly comment on industry issues; from blogs covering 
incorporating climate considerations into covenant assessments, 
new risks for not for profit sponsors and the impact of corporation 

tax changes on pension schemes; to webinars on a number of topics including 
journey planning; contingent funding solutions; climate risks and opportunities; 
TPR’s New Powers and the Pensions Schemes Act, and emerging risks for charities 
with pension schemes. 

Leading the way to successful 
outcomes 

Bespoke approaches to bridging 
funding gaps

Focused business decisions in 
a pensions world

Managing covenant risk is a critical factor in planning the 
journey to securing member benefits. Trustees should now 
expect more engagement from companies in light of The 
Pensions Regulator’s new powers.

Francesca Bailey, Partner 

https://www.lcp.uk.com/our-experts/f/francesca-bailey/
https://www.lcp.uk.com/technology-analytics/lcp-sonar/
https://www.lcp.uk.com/pensions-benefits/publications/chart-your-own-course-2021-explore-navigate-accomplish/
https://www.lcp.uk.com/pensions-benefits/publications/contingent-funding-handbook-emerging-trends-and-market-practice/
https://www.lcp.uk.com/pensions-benefits/publications/life-through-a-lens-2021-autumn-corporate-report/
https://www.lcp.uk.com/our-viewpoint/2021/08/trustees-should-be-prepared-for-increased-corporate-activity/
https://www.lcp.uk.com/our-viewpoint/2021/06/climate-change-whether-it-results-in-risks-or-opportunities-for-your-sponsoring-employer-it-needs-adding-to-trustees-agendas/
https://www.lcp.uk.com/our-viewpoint/2021/09/the-pension-schemes-act-2021-new-risks-for-not-for-profits-nfps/
https://www.lcp.uk.com/our-viewpoint/2021/03/corporation-tax-is-increasing-what-does-that-mean-for-pension-schemes/
https://www.lcp.uk.com/our-viewpoint/2021/03/corporation-tax-is-increasing-what-does-that-mean-for-pension-schemes/
https://www.lcp.uk.com/on-demand-webinars/
https://www.lcp.uk.com/pensions-benefits/publications/chart-your-own-course-2021-explore-navigate-accomplish/
https://www.lcp.uk.com/pensions-benefits/publications/contingent-funding-handbook-emerging-trends-and-market-practice/
https://www.lcp.uk.com/pensions-benefits/publications/life-through-a-lens-2021-autumn-corporate-report/
https://www.lcp.uk.com/our-experts/a/alasdair-mayes/
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Event-driven advice

How can we help you put your scheme in the best position 

The quality of advice provided by LCP’s covenant team is excellent – taking a proportionate 
approach to considering covenant strength and sponsor longevity risks and integrating these 
conclusions with specific funding, investment and journey plan recommendations for the scheme.

Colin Richardson, Director, PTL Governance Ltd
Collaborative style Long-term approach Intuitive and jargon 

free reporting

Our approach:

Cost effective
Integrated with your 

actuarial, funding and 
legal advisors

Strong regulatory 
experience

Affordability reviews

Covenant monitoring support

Covenant reviews to inform 
triennial valuations

Refinancings (eg introduction of 
secured debt)

Corporate restructurings

Distressed employers and short 
term cash flow assessment

M&A activity

Innovative funding solutions

Integrated strategic advice and 
journey planning

Ongoing support Specialist advice

Advice on sponsor exposure to 
climate change

Governance support (particularly 
in light of PSA 21)

Trustee training

Why LCP?
Our growing team of experts, our understanding of the corporate landscape and our innovative 
technology mean that we are offering our clients first class solutions at a time of regulatory and 
economic change.
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787
(and counting) 

experts to ensure 
we deliver the best 

possible advice

74
number of years 

we’ve been in 
business

40
trophies taken 

home – including 
the Professional 

Pensions Women in 
Pensions award for 
supporting diversity

91%
of clients likely 
or very likely to 
recommend us

An overview of  our senior team
To find out more about LCP’s Covenant Services team and read our latest insights, please visit us here.

Jonathan Wolff FCA
Partner & Head of Covenant Services
jonathan.wolff@lcp.uk.com

020 3824 7301

Francesca Bailey ACA
Partner
francesca.bailey@lcp.uk.com

020 7432 3084

Jonathan heads up LCP’s Covenant Services team. He is a qualified 
accountant, has 15 years’ experience in covenant advisory and 
has a background in corporate restructuring. Jonathan undertook 
a secondment to TPR in 2013. 

Fran leads on the development of how covenant fits into LCP’s 
integrated risk advice, and helps her clients understand their 
covenant in the context of their longer term pension strategy. She 
is a chartered accountant, and was Highly Commended in the 
Consultant of the Year category at the 2021 Rising Star Awards.

John Parnis England ACA
Senior Consultant
john.parnisengland@lcp.uk.com

020 7432 0670

John joined LCP’s Covenant Services team in 2018 and provides 
specialised covenant advice to trustees and sponsors on a 
wide range of covenant related matters. Prior to joining LCP, 
John qualified as a member of the ICAEW in 2018 after completing 
a BSc in Economics and MSc in Risk & Finance.

Helen Abbott FCA
Partner
helen.abbott@lcp.uk.com

020 3314 4997

Helen joined LCP’s Covenant Services team in 2020 from TPR 
where she was Lead Business Analyst carrying out the full range 
of covenant work. She was also involved in the development of the 
2020 funding code consultation. Helen has 15 years’ experience in 
covenant advisory and a background in restructuring.
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At LCP, our experts provide clear, concise advice focused on your needs. We use innovative technology to give you real time insight & control. Our experts 
work in pensions, investment, insurance, energy,  financial wellbeing and business analytics. 

SPONSOR COVENANT PROVIDER OF THE YEAR

Recent 
recognition of 
LCP’s Covenant 
Services team

LCP ‘Best 
External Client 
Service’ Award

A Snapshot of  LCP

Commended in PIPA awards 2021 and shortlisted for Sponsor Covenant Provider of the Year at Pensions Age Awards 2022

https://www.lcp.uk.com/pensions-benefits/covenant-consulting/
mailto:john.parnisengland%40lcp.uk.com?subject=
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