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New requirements from 30 November 2021 will prevent trustees making 
certain statutory transfer payments and give them a discretion to decline to pay 
many others. In many cases members will need to prove they have attended a 
Money Helper advice session with the Money and Pensions Service (“MaPS”) 
to unlock the transfer payment.

Radical overhaul to member transfer rights 
from 30 November 2021 – are you ready?

The government has been concerned for a long time about pension scams, where members are 
hoodwinked into transferring their pension savings to schemes invested in highly inappropriate or 
even non-existent assets, often with very high fees.  The problem arises from members having a 
statutory right to transfer their benefits to another scheme. Although trustees can try to dissuade 
the member, it is often difficult to prevent the transfer from actually going ahead.  The Pension 
Schemes Act 2021 is amending the existing legislation to take away that right in some circumstances, 
meaning that trustees will soon have the ability to prevent various forms of scam transfer from taking 
place.  New guidance from the Pensions Regulator supplements and expands upon the forthcoming 
change in the law.

Most trustees rely on their administrators to manage the payment of transfers and assume that 
administrators will be on top of the changes.  However, there are transfer policy decisions which 
trustees need to make to operate effectively within this new regime.  

The new law applies to all transfer applications made on or after 30 November 2021.  Any transfers 
already making their way through the system are not caught by the new requirements, but some 
administrators are introducing new policies applicable to all transfers which are paid from 30 
November 2021 to avoid compliance mishaps in the run up to the changes.  

This new law only applies to statutory transfers and not transfers which trustees pay at their discretion 
under the terms of the scheme trust deed and rules.  Don’t be tempted to wave through all transfers 
using any trustee discretions which may exist in the rules – whilst it is reasonable and defensible to 
use discretionary transfer powers on occasions when the new law is tying a member up in “red tape” 
for what is otherwise a legitimate transfer, a blanket policy to pay all transfers in this way opens the 
door to scammers getting hold of scheme money and leaves trustees liable for the losses members 
may suffer.

Trustees should be reviewing their transfer policies with their administrators now, so they are able to 
comply with the new law.  Trustees should also be thinking about what discretionary powers to pay 
transfers they actually have in their scheme rules.  Not all trustees have discretionary transfer powers 
and some discretionary transfer powers are more restricted than you might think.

Why are the changes being introduced?
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The changes will apply from 30 November 2021.  This means that new transfer applications made 
by members on or after that date will need to be considered under the new requirements.

Yes – the new rules won’t apply to transfers to authorised master trusts, public sector schemes or to 
any of the new authorised collective money purchase schemes.  They also only apply to a statutory 
transfer under the legislation – any transfer that trustees make voluntarily under their scheme rules 
is not affected.

Statutory transfers can’t be made when any of the “red flags” apply.  These cover very serious matters 
such as the financial advice relating to it being given by a person who is not properly regulated.  

Yes, the regulations also have “amber flags”.  If one of those applies, the member needs to attend 
and receive Money Helper advice from the Money and Pensions Service (MaPS).  If the member 
doesn’t then provide evidence to the trustees that they have done so, this becomes a red flag and 
the member loses their right to a statutory transfer.  The amber flags will apply to a range of matters 
which might be quite common, including 

• transfers to schemes with overseas investments, or that involve other complex or unorthodox 
investment structures; 

• members giving incomplete responses to requests for information, or providing information 
that appears not to be genuine (or to have been spoon-fed to them); and 

• a rise in transfer requests involving the same adviser.  

When are the changes coming into effect?

Are there any transfers where these rules won’t apply?

When do the new rules mean that a transfer doesn’t have to be made?

Are there other restrictions that apply?

In certain circumstances trustees are permitted to decide whether a transfer request generates a 
red or amber flag without asking questions.  In practice, trustees may do this where they are getting 
multiple requests for one scheme, and already have details of the scheme, particularly if they have 
concluded there are red flags with that scheme.  

However, there are some areas where trustees must ask for evidence, particularly around 
demonstrating an employment link between the member and the employer of the new scheme – 
trustees therefore need to be alive to the need to ask further questions about a transfer, as part of 
their ‘business as usual’ processes for dealing with transfer requests.  

Do the trustees need to investigate?
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A red flag means that the member can’t insist on a statutory transfer – it doesn’t mean that the 
trustees can’t pay a transfer.  If the trustees want to make a transfer, and if they have the power to do 
so under their rules, they can make a non-statutory transfer.  However, trustees should think very 
carefully about this – if a transfer is not permitted under the new regulations it becomes the trustees’ 
choice to do so, and they need to be confident that this is the right decision in the circumstances. If 
the transfer turns out to be a scam, trustees who have not followed a diligent process in making the 
decision to pay the transfer could find themselves liable to pay the member’s losses.

Any transfer which generates an amber flag means that trustees need to go back to the member who 
has requested the transfer and explain the need for MaPS advice to be taken before the transfer 
can be considered.  Trustees and their administrators need to be alive to what constitutes an amber 
flag, and should work quickly to put a process in place by the end of the month to ensure that any 
potential amber flag is drawn to the trustees’ attention by the scheme’s administrators.

Trustees need to review their transfer policy in the context of new transfer applications made by 
members on or after 30 November 2021.  Some administrators are introducing new policies to all 
transfers paid from 30 November 2021 to avoid mishaps in the run up to the changes.

It is important to discuss these issues with the scheme administrators, to ensure the correct processes 
are in place from the end of this month and to make sure that your administrators are geared up for 
the new requirements.  

A lot of decisions are in the trustees’ hands, so it important that any transfers involving a red or 
amber flag are brought to the trustee board (or a properly constituted committee) for decisions.  

Trustees also need to be aware of what their non-statutory transfer powers are, and may want to 
consider amending or widening them if they have always relied on the statutory powers in the past.  
A proper policy to use such powers should be in place so they are only used when they need to be.

Does a red flag mean that the trustees can’t make a transfer?

How should trustees react when faced with an amber flag?

What should trustees do now?
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