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A few years ago the Government announced a programme of further education college area-based 

reviews, with a view to moving towards fewer, larger colleges. Many colleges have gone through this 
process and are now considering further options to merge. This has wide LGPS (and other) pensions 
implications for colleges and the LGPS Funds that they participate in. This article sets out some of 
the LGPS pensions issues which should be considered and how Eversheds Sutherland’s specialist 

public sector pension team can help. 

 
Options available to colleges 

 

LGPS Issues 

 

There are various college merger options which 
are available and each of these structures will have 
different pensions implications. In their simplest 
form, the four main structures are: 

 
Pre-merger 

 

 
College A  College B 

 

     

1 Post-merger model A 
 

 
College A  College B 

 

 
 

 

 
NEW College 

 

   

 
Both colleges dissolve and transfer their assets 

and liabilities into a new college 

 

   

2 Post-merger model B 
 

 
College A 

 

College B 
 

 
College A dissolves and transfers all assets and 

liabilities to college B or vice versa 

 

   

3 Post -’merger’ - ‘Soft’ federation model  

 College A 
Contract 

College B  

 
Colleges sign a contract for shared services 

 

   

4  Post -’merger’ - ‘Hard’ federation model 
 

 
College A  College B 

 

  
Shares 

  

 
Shares 

 

      
 

Joint venture company 
 

 
Joint venture company set up to carry out 

shared services for both colleges 

 

 

In relation to the LGPS, colleges will need to be 
careful when structuring a merger to avoid a 
regulation 64 “exit debt” being crystallised under 
the LGPS Regulations 2013 if the employees TUPE 
across into College B or the New College. 

The issue is even more complicated if College A and 

B participate in different LGPS Funds. 

There are various ways in dealing with LGPS deficits 
on college mergers.  

It is likely that the merging colleges will wish to 
approach the LGPS Fund to seek to agree to College 
B or the New College becoming responsible for all of 

the assets and liabilities in respect of LGPS 
membership of the dissolving college, so that an exit 
debt is not triggered on the dissolving college. In 
certain circumstances a Secretary of State direction 
may be needed.  

 

 

How can we help 

We have been advising LGPS Funds on the pensions 
law issues in relation to college mergers, including: 

− advising on the pensions law implications 
of the various merger structures 

− advising on LGPS funding issues and 

implications for employer contribution 
rates 

− liaising and negotiating with colleges and 
other LGPS Funds on the above issues, 
including in relation to transfers of deficit 

between funds  

− making applications to the Secretary of 
State in relation to substitution of LGPS 
Funds 

− drafting project plans and advising on the 
practical steps to take 
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Key Contacts 

For more information, please contact the following 
or your usual Eversheds Sutherland contact: 

 
 

 

 

 
Please note that this is intended to be a general 
guide only and is not a substitute for legal advice 

 

Gary Delderfield 
Partner and Head of Public 
Sector Pensions 

T: +44 121 232 1786 

M: +44 782 691 8202 
garydelderfield@ 
eversheds-sutherland.com 

 

Alec Bennett 
Principal Associate 

T: +44 121 232 1526 

M: +44 739 325 4384 
alecbennett@ 
eversheds-sutherland.com 

 

Cat Ellis 
Principal Associate 

T: +44 113 200 4943 

M: +44 755 789 5777 
catellis @ 
eversheds-sutherland.com 
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The quality of the work, expertise and 
representation has been consistently 
excellent. 

Chambers and Partners 

 

A really strong pension team with a 

genuinely pragmatic approach coupled 
with strong and clear communication 
skills. 

 

We have been consistently impressed with 

the advice we have received from 

Eversheds Sutherland. The individuals we 
have dealt with have consistently provided 
excellent service. They have provided 
innovative solutions to complex scenarios, 
and have communicated the issue and 

solution clearly. They have a wide range of 
expertise and have always been able to 
find a specialist who can provide the 
required input into an issue. They adopt a 
pragmatic approach and in our experience 
get to the right answer more quickly than 
other advisers we have worked with 

 

I’ve found Eversheds Sutherland to be 

very responsive, experienced and well 
connected. In particular the depth and 
breadth of expertise, and ability for those 

from different disciplines to work together 
to provide a seamless service is 
impressive. Their knowledge of what’s 
going on in industry, government and 
other circles is helpful and impressive. 


