
On the move
Transferring to a DC master trust 

A guide for employers and trustees to moving from an 
employer’s own pension scheme to a DC master trust.



What is a DC master trust?

is a trust based, occupational pension scheme (i.e. a scheme 
with trustees as opposed to a scheme, such as a group 
personal pension scheme, run under a financial services 
contract with an insurance company)

provides defined contribution (“DC”) benefits also known as 
money purchase benefits

has participating employers who aren’t connected (broadly 
meaning that they aren’t all part of the same corporate group)

isn’t a public sector scheme, a small scheme (fewer than 12 
members) or an executive scheme

are run by fit and proper persons

have robust systems and processes to govern the scheme effectively

have sufficient IT systems and processes in place to run efficiently

are backed by a company of sufficient financial strength to support the master trust

are financially sustainable from day one

have contingency plans in place to protect members in the event something goes 
wrong

DC master trusts are not a new concept but the introduction of the 
auto enrolment requirements led to an expansion in the market. 
Many employers who have been running their own stand-alone 
DC trust-based schemes (or DC sections within a larger scheme) 
are now seeing master trusts as a preferable option and are 
transferring their DC provision to master trusts. 

Broadly speaking, a DC master trust is a pension 
scheme which:

History and regulation
Unfortunately, not all DC master trusts were based on strong business plans. A handful of 
schemes reached a position where they were not able to continue to operate and were in 
danger of having to use the money from the members’ pension pots to pay debts which 
related to the basic set up and running of the scheme. The Pensions Regulator (“tPR”) 
intervened in a number of cases to protect members’ pensions. As a consequence, new 
legislation was brought into force. Now any scheme which is classed as a DC master trust 
must be authorised by tPR. To obtain authorisation and remain authorised the company 
which created and marketed the scheme (commonly referred to as the “Provider”) and the 
trustees of the scheme must meet a number of legal requirements which are aimed at 
ensuring that the schemes:
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The content of this guide is of general interest and is not intended to 
apply to specific circumstances. The content should not, therefore, be 
regarded as constituting legal advice and should not be relied on as 
such. In relation to any particular pensions issue, readers are advised to 
seek specific advice.
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Benefits of moving to a  
DC master trust?

economies of scale – the cost of scheme administration and investment and other fees are 
spread across a larger membership. This should reduce the charges per head

improved governance - authorised master trusts must have independent trustees. Professional 
independent trustees should be experts in the field and have more experience of best practice 
in running pension schemes. Good governance should be more than just compliance it should 
involve continuous improvement and value-enhancement for the benefit of members

for the employer - reduced time spent on both running the scheme and understanding the 
legal and governance requirements

a larger pool of assets for investment should mean more investment options and choice so that 
members can access more options at better cost

DC master trusts potentially offer a wider range of retirement (decumulation) options than 
would be available in a stand-alone scheme. It is complex and time-consuming to offer 
flexibilities such as partial transfers and draw-down in stand-alone schemes. Master trusts are 
arguably better equipped to do this

The key advantages of moving to a DC master trust are 
generally viewed as being:

What do master 
trusts look like?

tPR considers that each master trust should have:

Founder/Scheme Funder 
(also often referred to as 
the Provider)

The person who sets up the scheme in the first place and would normally also be 
marketing it. This could be an insurance company, not-for-profit basis organisation, or an 
employee benefit consultancy firm. The Founder will also usually (although not always) be 
the person referred to in legislation as the “Scheme Funder”. This is the entity which will be 
liable to provide funds to the scheme in the event that the charges received from 
members are insufficient to cover the master trust’s costs. The Scheme Funder is also the 
person who is entitled to receive any profits once charges exceed costs.

Scheme Strategist The person who is responsible for making business decisions relating to the commercial 
activities of the scheme.

The Trustees Each DC master trust will have a trustee. Master trusts can be run by individual trustees but 
these days there is normally a corporate trustee with a board of directors. The trustee 
board will generally include one or more professional independent trustees. The trustee 
will be set up independently of the Provider but it will normally be appointed by (and can 
be removed by) the Provider and any remuneration for individual trustees and/or directors 
of a trustee company will be determined by the Provider. The Trustees hold the scheme 
assets and are responsible for the running of the scheme. 

Service providers The Trustees will appoint an administrator to provide administration and consultancy 
services in respect of the scheme. In many cases the administrator will be part of the same 
corporate group as the Provider.

The trustees will also decide how investment options are to be provided. In DC master 
trusts set up by insurers, the investment services provider will generally be the insurer. In 
master trusts set up under other models, the Trustees will select the relevant insurance 
platform. Again it is quite common for the investment provider to be part of the same 
corporate group as the Provider and the administrator.
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the employer (or employers) in 
relation to the current pension 
scheme (“Employer”)

the trustees of the current 
scheme (“Transferring Trustees”)

How to choose a DC master trust

The transfer process

When choosing a master trust you should set out the criteria 
against which you wish to measure them and the minimum 
services that you need the master trust to provide. Some of these 
criteria are addressed in tPR’s authorisation process, but you may 
still wish to consider them to compare different schemes. 

Broad areas to consider are:

An employer can “join” a master trust for future benefits only. 
However, it is also possible to move all the assets and liabilities of 
an employer’s own DC trust based pension scheme into a DC 
master trust. 

The consent of the individual pension scheme members is not required. A transfer of this type is usually 
referred to as a “bulk transfer”.

A number of legal documents are required to implement a “bulk transfer”. The parties who will enter 
into the documents are:
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the trustees of the DC master trust 
(“Master Trust Trustee”)
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contribution rates (subject to compliance with auto-enrolment requirements)

eligibility criteria and joining process (again subject to auto-enrolment requirements)

range of investment funds available (within the platform offered by the relevant provider)

variations in normal retirement date 

death benefit arrangements

Against moving to a master trust is the fact the scheme is more 
removed from the employer and there is a potential loss of control. 
However, although master trusts are single products marketed to 
non-connected employers, they do commonly permit variations 
as between different employers/member groups. How much 
variation is allowed will depend on the master trust’s target market.

Areas where there is commonly some flexibility include:

Does the employer lose all control 
over its pension scheme?
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charges – both administration and investment chargesinvestment options

member options to access benefits when drawing 
pension – eg uncrystallised funds pension lump sums, 
annuity broking, drawdown, access to advice and 
guidance, pre-retirement support

quality of administration and performance 
of administration – systems, processes, 
helplines, Service Level Agreements, 
reporting, auto-enrolment support

member options in terms of accessing benefits and 
information through IT platforms

assistance available to make the transfer 
and “on-board” the transferring scheme 
and support you in that process

member benefit options in terms of accruing pensions – 
both pensions and death benefits

governance – governance framework, 
composition and experience of trustee 
board, comparative powers in trust deed 
and rules

standards and methods of communication – will this be 
through information technology based solutions or will 
you need the master trust to be able to provide written, 
telephone and/or face-to-face communication;

strength of provider’s business and 
business model

the Provider



The following documents will be required. The majority of these documents 
are required to join the master trust for future benefits. Where a bulk transfer is 
planned then a transfer agreement is also needed:

Document description What does it do Who signs this document

Trust deed and rules 
governing the  
master trust

The trust deed sets the scheme up and sets out who has 
the power to administer and manage the master trust 
and who has the power to make decisions around 
matters such as amending the scheme, choosing 
trustees and terminating the scheme.

The rules include the basic rules governing how 
contributions are paid, how member benefits are 
calculated and what options members will have on 
retirement.

The Provider and the Master Trust Trustee.

Participation agreement Each Employer will sign a deed of participation or 
participation agreement. This enables it to participate in 
the master trust. The Employer also confirms that it will 
comply with the provisions of the trust deed and rules.

The Master Trust Trustee and the Employer 
– may also include the Provider.

Special rules (if not 
included in the 
Participation Agreement)

There is often a set of “special rules” for each Employer 
which sets out any special terms in respect of, for 
example, contribution rates or eligibility conditions, 
which apply to employees of that Employer. 

The Master Trust Trustee and the Employer – 
may also include the Provider. 

Services agreement/ 
administration 
agreement

There will be a services agreement or administration 
agreement between the Master Trust Trustee and any 
general services providers. 

Master Trust Trustee and administrator (often 
the Provider). The Employer may wish to see 
this as other documents may cross refer to it. 

Services agreement 
between Employer  
and Provider 

There may also be a services agreement between the 
Employer and the Provider setting out any specific 
services being provided in respect of the Employer which 
are outside of the remit of the Master Trust Trustees. For 
example this may cover onboarding auto enrolment 
services, member communications, liaising with the 
employer etc.

Employer and Provider.

Insurance policy/
investment policy.

In insured schemes the insurer will usually issue an 
insurance policy to the Master Trust Trustee. In other 
schemes there will be other types of investment 
agreement.

This is usually a document between the Master 
Trust Trustees and the investment manager 
but the Employer will need to understand 
what investments are being offered to its 
employees 

Investment management 
agreement (IMA) 

This allows the investment manager to manage the funds 
held by the Master Trust Trustee. 

This is usually a document between the Master 
Trust Trustee and the investment manager but 
the Employer may wish to understand what 
investments are being offered to its employees 
and how they are managed.

Transfer agreement This is the deed which records the transfer of assets and 
liabilities from one pension scheme to the other 

The Provider, the Master Trust Trustee, the 
Employer and the Transferring Trustees.

Transfer process 
– more detail

We set out below the steps which you would need to take 
to implement a bulk transfer. We include some 
suggestions as to the possible time line. We also set out 
how Eversheds Sutherland can help.

What Who

4 months before transfer day

Select provider 

There are a range of providers to look at. However, you 
may not need to look at the full range as there are initial 
choices to be made in terms of commercial insurer 
versus not for profit and some providers are better 
suited to certain sizes of scheme than others.

The employer will also need to consider the fund 
options available in the chosen master trust and 
whether the existing investment options under the 
transferring scheme can be matched under the master 
trust. 

The master trust provider should have a specimen deed 
of transfer and participation for transferring schemes to 
use when transferring into the master trust. This will 
need to be up-dated to reflect the terms on which the 
Employer would participate in the master trust (and, if 
necessary, to delete any commercially inappropriate 
provisions). Most of the providers allow for bespoke 
contribution levels, auto-enrolment provisions and 
investment options. It may also need to address death 
benefits.

Review transferring scheme rules 

This stage involves reviewing the transferring scheme 
rules to understand whether the transfer is possible 
under the rules, and how to conduct the transfer. Where 
existing rules don’t allow transfer it is usually possible to 
amend them to include the necessary provisions.

Establish correct regulatory mechanism for transfer. The 
transfer must be a transfer between two registered 
pension schemes and it will need to comply with the 
preservation laws. The transfer will have to comply with 1 
of 3 conditions. If the transfer is to an authorised master 
trust it will automatically meet the conditions. If the 
master trust is not yet authorised then other professional 
advice would be required. We anticipate that most of the 
current qualifying DC master trusts will have received 
their authorisations by autumn 2019. 

It is primarily the role of the 
Employer to choose what works 
best commercially. This is both in 
terms of how much it costs the 
Employer and what is provided to 
the employees. However, there is 
also a role for the Transferring 
Trustee in making sure the proposed 
master trust is a suitable home for 
the current members.

Led by Employer but there is a role 
for the Transferring Trustees.

Employer and Transferring Trustees. 

How ES can help

We can provide a list of DC 
master trusts and 
recommend advisers to 
help you assess their 
comparative merits. 

We can review the 
agreement and help you 
identify areas which are 
commercially unacceptable 
and require negotiation.

We can review the rules 
and advise on any changes 
that should be made prior 
to transfer.

We can consider the 
position and advise on the 
regulatory conditions.
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How ES can help What Who

2 months before transfer day

Negotiate transfer document 

The transfer documentation will need to be negotiated 
and agreed. The main transfer document will be the 
Transfer Deed. Depending on the structure of the 
transfer, there could be additional documentation such 
as a data transfer agreement, an asset transfer 
agreement, and/or a pre-funding agreement.

Member communications 

Member notices will need to be sent to members at least 
one month before the transfer.

For the purposes of the bulk transfer (which is a transfer 
of members’ accrued benefits), which is without consent, 
this is not a consultation and this notice only needs to 
meet basic disclosure requirements under regulations. 

However, if the move to a master trust qualifies as a listed 
change (for example because the transferring scheme is 
being closed to new members/and or future accrual, or if 
member contributions are being changed) then a sixty 
day consultation with members may be required. 

Transferring Trustees and 
Employer negotiating with 
Provider and Master Trust Trustee.

Employer and Transferring 
Trustees.

We can conduct the 
negotiation on your 
behalf.

 

What Who

3 months before transfer day

Obtain Transferring Trustee agreement to transfer.

At this stage, the Transferring Trustees will need to 
agree, in principle, to make the transfer. 

The key question is whether there is any material 
reason why members should not be transferred 
without their consent to the DC master trust. 

This requires the trustees to consider:

Will members be in a materially worse position 
under the DC master trust than they were under the 
transferring scheme? This includes considering 
whether investment funds/ fees/governance in the 
master trust are as good as they are under the 
transferring scheme and whether the security, and 
members’ legal rights, in the master trust are as good 
as the transferring scheme. The Trustees should also 
consider the impact of mapping member funds from 
the transferring scheme to the master trust. This would 
include whether there will be any “blackout” periods 
during which members are unable to switch funds, any 
transaction costs that members incur on switching 
funds and whether members could be placed in a fund 
which might perform less well than their current fund.

To minimise “out of market” risk for members, pre-
funding agreements are sometimes used. In broad 
terms, this facility is similar to a loan, the member’s 
account is put into funds on the day of disinvestment 
from the transferring scheme, with such amount being 
repaid when the disinvested assets of the transferring 
scheme are received. Interest may become payable in 
the event of delay. Pre-funding agreements require 
some negotiation.

What impact will the DC Transfer have on members’ 
benefits? The Transferring Trustees will need to 
consider whether members could lose any tax 
protections or rights to tax free cash from their money 
purchase benefits as a result of the transfer.
 
These are potentially complex questions that will 
depend on the transferring scheme’s membership 
profile and the transferring schemes rules.

Transferring Trustees.

Transferring Trustees, 
Employer and Provider.

We can review the 
position under the 
transferring scheme and 
compare with the DC 
master trust and advise 
accordingly. 

We can advise on the 
terms of any pre-funding 
agreement.

We can provide advice on 
the tax implications of 
any transfer.

 

Dealing with miscellaneous scheme specific 
questions

Most of the miscellaneous questions in relation 
to the transfer are likely to arise after the 
Transferring Trustees have agreed, in principle, 
to the transfer. Common miscellaneous 
questions include the treatment of death 
benefits, outstanding divorce cases, and the 
extent to which member tracing exercises 
should be conducted. 

Transferring Trustees. We can provide legal 
advice as necessary.

We can advise on the 
process and either draft or 
review communications 
to ensure clarity and 
minimise legal risk.

We can advise on the 
member consultation 
requirements. 

 

What

What

Who

Who

Before transfer day

 Transfer day

Written legal advice to Transferring Trustees

The Transferring Trustees will usually want a final piece of 
advice accompanying all of the transfer documents 
confirming that they have the power under the transferring 
scheme rules to make the transfer, and that the transfer 
complies with all the applicable legal requirements. 

Documents signed – transfer made.

Transferring Trustees.

Employer & Transferring Trustees 
together with Provider and Master 
Trust Trustee.

We can provide a report to 
bring together all our 
advice re the bulk transfer 
and (if appropriate) 
provide the necessary 
confirmations.

We can co-ordinate 
completion meeting and 
ensure all documents 
correctly signed and filed.

How ES can help

How ES can help

How ES can help

What Who

 After transfer day

Wind up the remaining shell of the transferring 
scheme.

Transferring Trustees and Employer. We can advise and assist in 
completing the wind-up 
ensuring that the correct 
notifications are given to 
authorities such as HMRC 
and tPR.

How ES can help
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