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Pensions - Staff Would
Lose £4 Billion In
Benefits

TU commissioned Lane, Clark and Peacock

(LCP), a leading firm of UK Actuaries, to

calculate the potential loss in value that

members would suffer if the Lloyds TSB
Final Salary Pension Schemes were closed to future
accruals.

The results of that research are set out in more detail
overleaf but the average loss based on the ten
examples LCP analysed is £132,800 and that
figure assumes that the Bank replaces the

final salary with a Money Purchase Scheme. If
we extrapolate the average loss across 30,000
active members of the Lloyds TSB No 1 and No
2 Pension Schemes it equates to a total loss

of pension benefits of £4 billion. If we include
HBOS staff that loss would be much greater.

LTU begin negotiations on the harmonised terms
and conditions for staff later this month. Although
we have no proposals yet we expect that pensions
for Lloyds TSB and HBOS staff will be central

to those discussions. We may not know what if
anything the Bank proposes until later in the year.

What About Top
Pensions?

When you read the justifications used by companies
for slashing their pension scheme arrangements
many of them are either knee jerk reactions to
market conditions, blatant attempts to shore up
shaky profit and loss accounts or responses to
weakened market capitalisation positions. The
common thread has been opportunism.

But in none of these justifications do the individuals
making the decisions, normally Chief Executives,
acknowledge their central role in creating the
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problems in the first place. One is left with the
impression that they were innocent bystanders as
share prices collapsed, funding from wholesale
markets dried up and the value of the companies
they are paid millions to manage nose-dived. Not
surprisingly, they themselves are usually covered by
other special arrangements.

If the Bank attempts to withdraw final

salary pensions it will be seen as desperately
opportunistic and will be resisted strongly

by this Union and its members. We will not
stand by and see our members futures being
sacrificed simply to save money now by
jumping on the most dubious of bandwagons
when according to its own predictions the Bank
will be massively more profitable in the future.

Members with any questions on this Newsletter can
contact the Union’s Bedford Office on 01234 262868
or they can email me at Mark.Brown@lItu.co.uk.

Mark V Brown
Assistant General Secretary
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How much would staff lose if the Bank

closed the Final Salary Pension Schemes
to future accruals?

In their report to LTU, Lane, Clark
and Peacock (LCP), one of the leading

actuarial firms in Europe, quantify the

potential loss in value that members of
the Lloyds TSB Pension Schemes would
suffer if benefit accruals were to cease.

We asked them to look at ten typical
jobs across the Group ranging from HR

Business Partner to Local Director. In
coming to their conclusions LCP have

assumed that each member remain in
the Bank and Schemes until age 60 and

enjoys future salary increases of at least
1% in excess of inflation until retirement.

LCP have also assumed that the Schemes’
investment strategy is to hold return-
seeking assets, like equities and property,
until retirement and then switch to

IT Project Manager £46,500 £206,000
HR Business Partner £59,200 £280,000
Local Director £89,000 £287,000
Customer Assistant £15,000 £73,000
Senior Personal

£24,500 £119,000

Banking Manager
Senior Manager £71,500 £195,000
Branch Manager £35,000 £167,000
Financial Consultant £32,000 £139,000
Mortgage Specialist £23,000 £98,000
Senior Manager £62,000 £238,000

Projects

government and corporate debt.

We asked LCP to take into account alternative
pension arrangements that might be put in
place by the Bank so LCP have sought to put

a value on the benefits the members in our
examples might receive if they joined the Bank’s
Money Purchase Schemes instead. In seeking to
put a value on those benefits LCP have made a
number of assumptions. First, they have assumed
that members contribute at a rate of 4% of
their salary. Second, it has been assumed that
members invest their contributions in the default
investment fund, which is the fund used by most
members. Third, they have made a number of
technical assumptions about the terms on which
funds can be converted into pensions.

The loss that members could suffer if accrual of
future benefits ended is split into two parts: the
first part is the loss suffered by members through
the removal of salary increases on benefits that
have already been accrued to date; the second
deals with the loss suffered by members because
they will not accrue benefits in respect of future
service. We have then calculated the benefits of

the scheme the Bank would be likely to want to put in
place should it try to withdraw Final Salary Pensions.
The key result is the difference between the loss of
benefits already accrued plus the loss of future benefits
and the value of alternative arrangements put in place

by the Bank.

Were the Bank to cease future accruals in the
defined benefit Schemes and offer membership
of the Money Purchase Scheme then, based

on the assumptions made, our research shows
that in all of our ten examples staff would be
significantly worse off. The average loss of
pension benefits for this group of ten examples
would be £132,800. The Local Director and Senior
Manager, Commercial Banking who are coming
towards the end of their careers in the Bank
would lose pension benefits of £219,000 and

£152,000.

These members of staff like all others will have made
plans for their future retirement incomes, based in part
on the annual statements they receive from the Bank.
These plans would be pipe dreams if the Bank were
able to close the schemes to future accruals.



Value of Bank
contributions in the

defined contribution

Actual “loss” to the member in
respect of the member no longer
accruing pension benefits in the

are much more limited. In respect of the
Lloyds TSB No 2 Scheme, the amendment
power prohibits amendments which
reduce accrued rights and pensions and
allowances in payment but it does not
protect future service rights.

Valuation

We have urged LTU sponsored Member

Nominated Trustees, who are currently in
the middle of their three-yearly actuarial

valuation, to concentrate on using the
correct actuarial assumptions in order
to show the true extent of the pension
scheme deficits. Once the Trustees have

agreed the size of the deficits then they
can determine appropriate Recovery

Plans to get the pension funds properly
financed. These might, but may not

depending on the size of the deficits,
require the payment of significant up

front contributions by the Bank.

We have told the Bank that the

scheme future
£53,000 £153,000
£79,000 £201,000
£68,000 £219,000
£22,000 £51,000
£34,000 £85,000
£43,000 £152,000
£48,000 £119,000
£39,000 £100,000
£28,000 £70,000
£60,000 £178,000

actuarial valuations and Recovery
Plans will be stress tested by LTU'’s
Legal and Actuarial Advisers. If we

What's The
Legal Position?

Can the Bank close the Lloyds TSB No 1 and No 2 Pension
Schemes to future accruals?

In respect of the LTSB No 1 Pension Scheme
(ex-Lloyds staff) our legal advice is that Rule 19

(old Rule 9), which refers to “pecuniary benefits
secured”, prohibits the Bank from changing the
benefits of the scheme both in terms of the benefits
accrued from past service and, more importantly
future benefits, without the written consent of

75% of those who joined the scheme before 1st
November 1983 and 60% of all other members of
the scheme.

In respect of the Lloyds TSB No 2 Pension Scheme (ex-TSB
staff), and we suspect the HBOS Final Salary Pension
Scheme, then the protection offered by the Scheme rules

see any attempt by the Bank to use
its artificially dominant position on
the Trustee Boards to force through funding
proposals that weaken the strength of the
Pension Funds then that will be resisted by
LTU.

We know as does the Bank that the reason
the pension funds have deficits is primarily
because the Bank repeatedly failed to put
money into the pension schemes using the
cash instead to pump up profits. The Bank
must now put right that failure.

The Pensions Regulator said recently “Our guidance
is clear that the Trustees should aim for any
shortfall to be eliminated as quickly as the employer
can reasonably afford”. If the Trustees agree
Recovery Plans of more than 10 years then
that is a trigger event which would cause the
Regulator to look more closely at the agreed
arrangements and LTU, together with its
Actuarial Advisers, will be seeking a meeting
with the Regulator to ensure that the views
of Pension Scheme members are taken into
account in that process.



