
 

 
 

 

 
URGENT update on the £95,000 Cap on Public Sector Exit 

Payments – October 2020. 
 
The Westminster government has now published its final regulations that will enact 
the absolute cap on all exit payments in the Public Sector.  
 
This means that any exit payment made after the implementation date (anticipated to 
be on, or soon after 26th October) will be affected. 
 
This is a brief update on where we are and potential next steps for any members 
affected. 
 
NOTE: Implementation Date could be as soon as 26th October 2020 

 
If you, or someone you represent, is in the process of agreeing an imminent 

exit with your employer please see actions at the end of this briefing 
 

We will update this briefing in the coming days - as soon as we have 
confirmation of the implementation date. 

 
 
Brief background 
 
The draft regulations on an absolute cap of £95,000 on all public sector exit 
payments, including pension elements, were consulted on last year and, as with 
previous consultation rounds on this topic, UNISON responded robustly on the 
MANY concerns this punitive measure raises.  
 
(Please see our fuller UNISON Briefing here – this includes detail on scope, devolved 
nations application and other issues relating to attacks on public sector exit 
payments.) 
 
Despite this work and despite many of you raising this issue with your MP’s, 
alongside many employer organisations, to highlight the very real concerns affecting 
our members, the proposals remain unchanged.  
 



 

 
 

The original proposals were made in 2015 and last consulted on in 2019. Since then 
the government has taken no further action until now when the UK is facing a second 
wave of Corona 19 virus and public services are stretched to deal with it.  
 
This is an unneeded and unwelcome distraction for our employers and a personal 
catastrophe for long serving members who are about to be made redundant in many 
cases because of the crisis and stand to lose pension that they are entitled to.  
 
It was stated that underpinning the reforms were the principles of fairness; modernity 
and flexibility. 
 
The failure to protect the pension entitlements of moderate earners makes a mockery 
of that statement. 
 
The regulations have now been passed in parliament and we await confirmation of 
an implementation date which could be as soon as 26th October. 
 
 
Who’s affected? 
 
All public sector workers in England and Wales (see fuller briefing about Scotland 
and Northern Ireland and some key differences in Wales). 
 
Status of exits agreements already made 
 
Initial informal advice from the treasury is that any exits already agreed and in 
progress will be honoured ONLY if the exit occurs before the implementation date 
which could be as soon as 26th October 2020.  However, it was suggested that if a 
delay occurs for reasons outside the individual’s control then a waiver might be 
considered. 
 
UNISON is eagerly awaiting written clarification on this position. 
 
The exact advice we received was as follows: 
 
 ‘Any exits already agreed before the cap comes into force will be paid in full. This 
includes any that occur during the 21-day period between the regs being made and 
coming into force.  
  
If an exit occurs after that point then the cap would apply, even if the terms were 
agreed beforehand, however in some of these cases it might be appropriate for the 
discretionary waiver to be applied e.g. if the exit has been delayed for reasons 
outside of the individual’s control. The legal position is that the cap would apply and 
then employers would need to take a view re: whether the discretionary waiver is 
appropriate on a case by case basis.’ 
 
 



 

 
 

How the cap interacts unfairly with current Local Government Pension Scheme 
Regulations on access to unreduced pension 
 
Currently, there is a barrier to Local Government employers being able to implement 
the cap if the member of staff is over 55 as there are conflicting regulations that stop 
any alternative method of dealing with the pension rights under the scheme.   
 
A separate consultation has been launched that aims to change those regulations to 
enable the cap to apply without breaching these scheme regulations - but this will 
take some time to achieve. In the meantime, we have no idea how employers are 
going to resolve the issues that will arise between the implementation date of the cap 
and the possible changes being suggested to accommodate it. 
 
We anticipate that this will mean employers will not feel able to act on an exit until 
this matter has been resolved – or risk legal challenge. 
 
The proposals being consulted on are that staff affected by the cap because of their 
pension strain payments might: 
 

• Pay the difference to the pension scheme themselves  
• Accept a reduced pension 
• Defer retiring and accept an equivalent lump sum instead.  

 
All of which is currently not possible with the current pension scheme regulations. 
 
UNISON, along with other organisations, will be seeking urgent formal clarification on 
how this will work in practice.  This conflict of regulations may be another area where 
a waiver would be appropriate. 
 
 
Government guidance on how the waiver process can be used 
 
Despite the responses to the consultation highlighting several areas related to the 
waiver system, these also remain unchanged from when they were published 
alongside the original consultation document (found here).  
 
The process for applying for a waiver will vary by sector but in each case will require 
final sign off by a minister. 
 
In Local Government this will only be after a vote of the full council. 
 
There is very little guidance on what may be considered a good case for waiver with 
‘genuine hardship’ being the only example given. 
 
UNISON is seeking more guidance on when a waiver might be applied. 
 



 

 
 

 
 
What should I do now? 
 
If you or anyone you represent has already agreed an exit settlement which may be 
affected by the cap; 
 

a) Try to ensure the exit can be completed prior to the implementation date which 
could be as soon as 26th October 2020 implementation date. 

b) Where this is not possible, and this is not in the individual’s control, request 
that your case is referred to the full council for the waiver process to be 
considered.  

 
 
 
UNISON continues to explore avenues for reversing this unfair action. We aim to 
provide further updates on this issue, and the further proposals for wider exit 
payment reforms, as things become clearer. 


