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The pension freedoms introduced in April 2015 have significantly changed the 
way in which people now access their pensions. The ideas of freedom, control 
and an ability to pass pension assets down the family line have captured the 
imagination and desire of many pension holders. This interest has extended to 
people with final salary pensions to whom the freedoms are largely unavailable. 
Consequently there has been an increase in people looking to transfer to a 
personal pension arrangement and take advantage of these new freedoms.
If you’re in a private sector final salary pension scheme or a funded public sector 
scheme (e.g. Local Authority pension), you can usually transfer to a personal 
pension as long as you’re not already taking your pension.

There can be compelling reasons to consider a pension transfer. However, there 
can also be many compelling reasons not to transfer. It is therefore vital to take 
specialist advice before taking your decision and anyone with a defined benefits 
transfer value of £30,000 or more, is now required by law to take advice from a 
UK registered ‘Pension Transfer Specialist’ before a transfer can be completed.

Final salary schemes are, or at least were, mainly offered by large employers. 
The benefits you receive at retirement are based on your earnings and your 
length of membership in the scheme.
Final salary pensions normally pay out a secure pre-determined income for life 
which increases each year and they usually continue to pay a reduced pension 
to your spouse, civil partner or dependants when you die.

Pros and Cons of Final Salary (Defined Benefit) Pensions:

Final Salary v Personal Pensions:

Secure and predictable future income for 
member, spouse and any dependants
No investment risk
No management costs
Inflation protection
Great value if you live to very old ages
Employer meets most of the cost
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Lack of flexibility – tailored to average member rather 
than your personal circumstances
Tax free cash only payable in one go, and usually <25% 
of CETV
Death benefits usually only for spouse and 
dependant(s) 
Risk of pension scheme failing (albeit protection 
available through pension protection fund)
Poor value for money if die young
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Personal pensions are a type of money purchase pension scheme. The benefits 
you receive at retirement are based on the investment performance of your pension 
fund, the charges you pay and the choices you make at retirement.
 
Under the pension freedoms, you can take your money out of your personal 
pension how you wish. Please read our ‘Basic Guide to Your Retirement Income 
Options’ for more information.

Pros and Cons of Personal Pensions:

Complete flexibility
25% tax free cash after age 55
Access to large (taxable) capital sum if needed
Favourable death benefits - ability to pass 
pension value down on death
Tax free death benefits if die before age 75
Could buy a higher income if in poor health (via 
an enhanced annuity) 
If you are single there is no need to provide 
spouse benefits

Investment risk
Money could run out if live longer than 
expected
Additional costs and need for ongoing 
management and advice
Benefits are subject to tax
No guarantees unless you pay extra for 
them

A final salary transfer allows you to swap your future pension entitlement for a cash 
sum that must be invested into a registered pension scheme. The cash sum value is 
known as the ‘cash equivalent transfer value (CETV)’ and represents the future value 
of pension benefits you would leave behind.

The CETV will be calculated by the scheme actuary and will be based on a range of 
assumptions including inflation, how long you might live, future investment returns 
and death benefits. Importantly, a number of the assumptions used, notably life 
expectancy and the need for widow’s benefits, might not reflect your own personal 
situation or state of health.

The decision to transfer is complex, hence the need for specialist advice, and will 
depend on your individual objectives, priorities and circumstances. 

If a transfer is recommended and you move to a personal pension arrangement, the 
lump sums and income withdrawals you can take from your fund will entirely depend 
on how you invest your fund, the charges you pay and what investment returns are 
actually achieved. If the fund does badly you may have to cut your pension income to 
keep the fund from running out. Conversely, if the fund does well, you may be able to 
increase your income or pass surplus cash to your beneficiaries on your death.
 
A final salary pension transfer is an irreversible decision. As such, serious consider-
ation is needed to evaluate whether a transfer is right for you.

Final Salary pension transfers:
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^ Please remember that your CETV is only guaranteed for a period of 3 months so it’s important to commence the advice process quickly as obtaining the necessary 
information can take a number of weeks. Where possible, it’s usually best to let us obtain your CETV so that we can obtain the necessary information at the same 
time.

*If you are an experienced investor, it may be possible to manage the ongoing retirement risks yourself and request where your pension is transferred to. We will still 
insist on completing the transfer to your chosen pension provider.

Notes:

Our final salary pension transfer service:

a. We will collect information from you about your objectives, priorities 
and personal circumstances.
b. We will contact your pension scheme to request a CETV^ (if not 
already available). 
c. We will contact your pension scheme to request specific information 
about the scheme benefits.

a. We will analyse your pension scheme benefits and evaluate whether a 
transfer is appropriate for your circumstances.
b. We will send you a report outlining our recommendation.

a. We will complete the necessary paperwork to transfer your pension to 
a suitable personal pension arrangement *
b. We will advise on the investment strategy for your pension fund
c. We will advise on the level of cash and income withdrawals, if required

a. We will monitor and review your pension investments and recommend 
changes as appropriate
b. We will review your cash/income withdrawals in light of changing personal 
circumstances and external market conditions
c. We will advise on the ongoing suitability of your pension arrangement and 
recommend changes where appropriate, including working with you on an exit 
strategy (likely to be in your 70s).

Fact find and due diligence:

Analysis and recommendation:

Implementation:
(where a transfer is recommended and you decide to proceed)

Ongoing management (where required):

1

2

3

4



Initial fee: We charge £1,000 plus VAT, payable in advance, to complete analysis of 
your final salary pension scheme benefits and to make a recommendation whether to 
transfer.

Oher fees and charges: Where the Intelligent Pensions SIPP is recommended there 
is a charge of 0.75% per annum of the fund value. This charge covers all administra-
tion costs and annual management charges for all investments. \Where the Intelligent 
Pensions SIPP is not used, we will advise you of the SIPP and investment charges 
that apply.

Our fees:

About us:

Fees where a transfer is recommended:
Initial Fee: 1% of the amount invested (minimum £1,000) to recommend 
and set up the personal pension and tailored investment strategy.

Ongoing fee (payable quarterly in arrears) for ongoing pension and 
investment advice to meet your needs and objectives.
1.00% p.a. on the first £300,000 (minimum £250 per quarter)
0.50% p.a. on the next £700,000, and
0.25% p.a. on all funds in excess of £1m

Notes:

Important Warnings & Disclaimers 
This guide should not be taken as individual advice to transfer out of a final salary pension scheme. Pension transfers are complex and irreversible transactions and 
it is vital to seek advice from a suitably qualified pension transfer specialist before accepting a transfer.
The value of a defined contribution pension and the income it produces can fall as well as rise and you might not get back all your initial capital.

Intelligent Pensions was established in 1998 to provide a specialist pension advisory services for professional 
advisers and their clients throughout the UK. 

We have a team of qualified pension transfer specialists who have between them completed over 10,000 pension 
transfers and have the experience and expertise to provide pension transfer advice and solutions that are in your best 
interests. 

We are directly regulated by the Financial Conduct Authority. 

More information:
If you would like more information on your pension transfer options or any of Intelligent Pensions award winning 
retirement planning services, please do not hesitate to contact us on 0800 077 8807 or email 
intelligentpensions@ipifa.com.

More information is available via our websites at: www.intelligentpensions.com



Stephen is 57 and divorced with two children in their twenties. He left ABC Ltd in 
2005, since when he has run his own business very successfully. He expects to retire 
in 5 years, and he is confident that the sale of the business will allow him to generate 
net investment income of about £20,000 p.a.  He describes himself as a ‘medium to 
high risk’ investor. He will get a state pension at 66 of about £8,000 p.a. He believes 
that he can live on £30,000 p.a. in retirement.
 
The ABC Ltd pension scheme will provide a pension at age 65 of about £15,000 p.a., 
with annual increases in line with inflation to a maximum of 5% p.a. and an attaching 
widow’s pension of 2/3 of his own pension increased to the date of his death.

The ABC scheme administrators tell him that he can take a discounted pension from 
age 62, subject to the discretion of the employer at that time. He also has the option to 
take a lump sum of roughly 5 times the pension and a reduced pension. He will have 
to give up £1 of pension for every £15 of cash he takes, so if the discounted pension 
at 62 is about £12,000 p.a. he could take a lump sum of £60,000 and a reduced 
pension of £8,000 p.a.

Stephen is concerned that taking the tax free cash, from which he would like to give 
his children some capital to help to get them on the property ladder, would leave him 
with an income shortfall between 62 and 66 after which his state pension will mean 
that he has surplus income.

ABC Ltd have quoted a CETV of £400,000 and IP advises Stephen that he would 
require a return of about 6% p.a. up to age 62 to match the scheme pension of 
£12,000 p.a. This assumes that he has not remarried and does not require a 
dependant’s pension. The Intelligent Pensions report shows that Stephen could take a 
tax free lump sum of £100,000 immediately if he wishes to help the children before he 
retires. It also highlights that on his death before 75 any remaining fund could be left 
tax free to his children.

Case study 1

1. Doing so will allow him to take extra pension between 62 and his state 
pension commencing.
2. He will be able to take more tax free cash either immediately or at a later date 
as required.
3. He will not have to provide a widow’s pension if he has not remarried.
4. Any remaining pension fund can go to his children on his death. 

Intelligent Pensions recommends transfer because:

CASE 
STUDY 1



Brian is 47 and has just been made redundant by FGH Ltd. He is married to Claire 
who is 38 and they have two children aged 13 and 11. Their house is worth about 
£140,000 and the outstanding mortgage is £60,000. Brian was with FGH for nearly 
20 years and he received a redundancy payment of £70,000 after tax. 
His deferred pension from the FGH scheme, payable from age 60, is £12,000 p.a. 
and it will increase in line with inflation both up to and after retirement. In the event of 
his death before retirement there will be a lump sum payable to nominated beneficia-
ries of 5 times his pension. Additionally Claire will receive a widow’s pension of 2/3 of 
Brian’s pension increased to the date of death and if the children are still in full time 
education they will each receive pensions of 1/6 of Brian’s increased pension.
  
Brian has had several job interviews, but has not yet landed one and the family is 
living on the redundancy money.

Intelligent Pension’s analyst chats through with Brian his objectives. He wants to 
transfer his pension away from FGH for a number of reasons:

1. After giving them so much of his working life they threw him on the scrap 
heap.
2. A number of his former colleagues have transferred their pensions, so it 
must be a good idea.
3. He wants to take tax free cash at 55 to clear his mortgage.
4. He likes the idea of being able to take flexible income from the pension to 
meet his changing needs.

Case study 2

Intelligent Pension’s analyst explains to Brian that he should not waste money 
on a transfer analysis report. His first two reasons for wanting to transfer are 
understandable but are based on emotion, not financial thinking. At present he 
has a wife and two dependant children and the scheme death benefits are very 
generous. They are even better than they might be because Claire is 9 years 
younger than him and would receive a widow’s pension for longer than 
someone older might.

His 3rd and 4th reasons could be valid, but he cannot take benefits for a further 
8 years and by not transferring now he does not lose the right to transfer at 
some point in the future. 

Intelligent Pensions recommends not to transfer because:

CASE 
STUDY 2



How long does the transfer process take?
Every case is different and timescales to make and complete transfers can vary 
widely. As a result of 3rd party delays, transfers can take a number of months from 
start to finish.

What if Intelligent Pensions recommend not to transfer but I still want to?
If you still wish to transfer after our advice not to then we have either misunderstood 
your objectives or you have misunderstood our advice. We would be happy to 
discuss your objectives and priorities to identify any areas of misunderstanding and 
ensure the correct advice is given. We will not facilitate a transfer where, following 
discussion with you, we have been unable to recommend transfer

FAQs:

I was referred to Intelligent Pensions several years ago by my Financial 

Adviser and I am delighted with the outcome. Intelligent Pensions are clearly 

experts in their field and they have managed my pension fund extremely well 

throughout the last few turbulent years, which gives me peace of mind going 

forward. Their computer modelling system brings great clarity to my retirement 

income and helps me and my Financial Adviser make informed decisions 

concerning my other income streams and investments.

Mr M, Surrey.
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Cadell House 

27 Waterloo Street 

Glasgow G2 6BZ

Tel 0141 226 1710

Fax 0141 847 0753

www.intelligentpensions.com

Intelligent Pensions Limited is authorised and regulated by The Financial Conduct Authority


