Transferring out of a Final Salary scheme is unlikely to be in the best interests of most people.

Guide to transferring a Final Salary Pension
If you are a member of a final salary pension scheme you may be interested in the possibility of a
transfer into a more flexible scheme. The decision to transfer your final salary pension isn’t one that
should be taken lightly for reasons we shall address in this article.

Can I transfer out of my final salary
pension scheme?
In many cases, the answer is yes however, the
Financial Conduct Authority (FCA) state that
where your pension scheme holds £30,000 or
more, you must seek advice from a qualified
pension expert. You are then only able to
transfer out if your advisor can establish it is in
your best interests to do so.

What is a final salary pension scheme cash
equivalent transfer value? (CETV)
A CETV is the cash amount your final salary
pension provider is willing to give you to transfer
into a different pension. A number of assumptions
will be made by your employers’ scheme to
calculate your CETV. These include:•
•
•
•
•
•
•

Interest rates
The rate of inflation
The investment returns on your pension fund
Long-term bond yields
Your retirement date
Mortality rates
Additional costs and charges
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Why Transfer?
Since legislation changed in 2015, more people have looked
into transferring out of their final salary pension scheme. That’s
often because they’re interested in having more control over their
pension. The 25% tax free lump sum that was allowed from 2015
also made a transfer more attractive. It meant that many pension
holders could benefit from their pension savings from age 55
rather than their final retirement date (usually 65 or later).
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Should I transfer my final salary pension?
This depends on a number of different factors, including your specific circumstances. In many
cases, a final salary pension scheme which is also known as a defined benefit pension, is often an
excellent pension to have. That’s because you have a guaranteed pension amount throughout your
retirement and they’re often index linked, meaning they aren’t devalued by inflation. You may also
have spouse’s benefits.

Where can I transfer my final salary
pension to?
Most personal pensions and Self-Invested
Personal Pensions (SIPP) will accept your final
salary pension fund.

How much does transfer advice cost?
Our advisors carry out an initial review of your
pension options for free. If it is not in your best
interest financially, there will be no fee for this
advice although this is likely to change in the
near future. If a pension transfer would benefit
you, the fee would usually be a percentage of
your transfer value. We confirm the fee in writing
prior to the transfer taking place.
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What are the Advantages of not
transferring?

What are the Advantages of
transferring?

1. No investment decisions need to
be made but if you do transfer,
your chosen investments will
need to be regularly reviewed to
manage returns and volatility

1. You can choose how to manage your
pension fund

2. You will give up a guaranteed
inflation linked income in
retirement

3. You can take the tax free cash but
defer your pension which could give
you a bigger income in the future

3. If you are married or in a civil
partnership you could be
giving up a potentially valuable
survivors pension

4. You can take control how often and
how much income you need and this
can be in sync with any other income,
allowing you to manage your liability
to income tax

4. If the invested fund performs
poorly you could be much
worse off in retirement than you
would have been had you not
transferred
5. You lose any Death in Service
Benefits If you are currently an
active member of the scheme

2. You can take a 25% tax free lump
sum when you’re 55

5. In some circumstances, for example
if you suffer from ill-health or are
single, you may be able to get a
higher income by buying an annuity
with your transfer value than you can
get by taking an income from your
Final Salary Scheme
6. Death benefits paid from a personal
pension can be paid to any
nominated beneficiary whereas a
Final Salary pension death benefit
can only be paid to a dependant
(such as a surviving spouse or civil
partner). There is no option for the
pension death benefits to be passed
on to the next generation
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Next Steps
There are many factors you need to consider before you transfer your Final salary pension scheme.
Our highly qualified advisers will take you through our four stage process which aims to give you a
proper understanding of the risks and benefits involved.
Stage 2: Collect Pension Information & Analyse
The Data
Stage 1: Collect Personal Information
• Current Financial and Personal situation
• Details of any other pensions or income you will
receive including State Pension
• Existing investments, savings and emergency
funds
• Your goals, needs and objectives
• Current Death Benefits, Health and Tax position
• Complete an Attitude to Risk profile and
discover and explain your capacity for loss
• Current Wills, estate planning and power of
attorney situation
• Your future income needs in retirement
• The role your Final Salary Scheme could have in
meeting your future income needs

Stage 4: What Happens Next?
• If you agree with our recommendation to transfer,
we will take care of all the paperwork involved in
setting up your new pension
• On receipt of the transfer payment the new pension
company will send you the policy documents
• You will receive a notice setting out your right to
change your mind within 30 days
• Your adviser will meet with you at least once a year
to confirm your needs and objectives are being met.
At these reviews your adviser will also: o Assess the performance and markets
relative to your specific investments as well as a
wider economic review
o Check any legislative changes that might
impact on your retirement strategy, e.g. changes in
taxation or State Benefits
o Confirm any changes in your financial
and personal situation, needs, circumstances and
objectives
o Review your attitude to risk and volatility
linked specifically to the performance of your
pension
o Confirm in writing any discussions and
recommended changes agreed

• Obtain a State Pension Forecast
• Request your pension scheme cash equivalent transfer
value (CETV)
• Take the stance that the starting point is not to transfer
• Your likely pattern of benefits in retirement
• The likelihood of higher withdrawals leading to higher
rates of tax
• The interaction with state benefits
• The likelihood of the money running out during your
lifetime
• Potential loss versus your financial objectives and risk
capacity
• Attitude towards the transfer risks involved in moving
from a Final Salary
• Existing pension arrangements
• Transfer Value comparison- Final Salary Scheme
benefits with proposed New Pension
• Comparable annuity figures at scheme retirement age
• Differences between the schemes in the death benefits
before and after retirement
• Benefits you lose from exiting pension scheme
• Lifetime Allowance within your Final Salary Scheme as
well as new Pension
• The Funding Level and Financial Strength of the Final
Salary Scheme
• The Differences in the Tax Free Cash Entitlements
under both Schemes
• Could your objectives be met without transferring?

Stage 3: Present Our Recommendations
• Investment solutions
• Ensure transparent charging structure
• Your investment strategy
• The fund objectives, aims and volatility profile
• Fund performance is consistent with the investment
objective
• Asset allocation in alignment with the manager’s view
of changing market conditions
• Quality of fund manager and their individual
investment process.
• The experience, skills and strength of the investment
team

Next Steps

If you wish to explore the options you have then please contact us on 0800 193 8767 and we will
discuss what happens next.
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