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LEWIS: Hello. In today’s programme, with no let-up in the money being lost to 

pension liberation scams, we follow up on our investigation into this £4 million a 

week fraud. This week, are the laws strong enough? A new code of practice is 

launched to make insurance companies give people a fair deal when they convert their 

pension fund into a retirement income. Will it work? And how one listener applied for 

a job and ended up banned from the UK banking system.  

BJ: If I can’t have any bank account, you can’t do anything. I felt like the whole 

world has crumbled on top of my head. 

LEWIS: But first, this week Money Box is continuing to investigate the scams which 

persuade people in their forties and early fifties who are desperate for cash to transfer 

their pension funds to bogus schemes. It’s called pension liberation, but in fact for 

many it ends up as pension theft. The law says you can’t draw any of your pension 

until you reach 55 and even then you can only take a quarter of the fund in cash. 

These bogus firms though promise you up to half the fund value and at a younger age. 

Both are against the law. This week we look at those laws and ask should they be 

stronger, but first a remarkable story from a listener who nearly lost all his £60,000 

pension fund. Bob Howard’s been talking to him. Bob? 

HOWARD: Yes, Paul. Gareth has given us an insight into just how much money 
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these scam firms want to take from people. He’s 51, has diabetes, and wanted to 

release a lump sum from two pensions worth £60,000, so he can use it now to help his 

kids through university and for his own health needs. So he looked on the web to try 

and find a way to get his cash early and found no shortage of offers. Gareth was told 

by one pension liberation firm that he could have £30,000 - half his pension pot - if he 

transferred his pension out to them and waited 12 months. Then he was told the cost: 

the other £30,000 would go to the firm. 

GARETH: I was just absolutely amazed at the amount of money that, you know my 

money, that somebody like this can take out of my fund. After they’d taken their fees, 

I would have been left with £30,000. The 50% that this company would have taken, I 

guess they would have lined their pockets with it. I just think it’s another scam. These 

people are just taking too much money. 

HOWARD: And apart from the cost, Gareth also didn’t understand the tax 

implications. Her Majesty’s Revenue and Customs told us it would have regarded the 

whole transfer of £60,000 as being an unauthorised payment. That means Gareth 

would have been liable to pay up to 55% tax on that £60,000, greater than the money 

he would have received. But other employees or former employees have been 

convinced by the scammers and are causing major headaches for pension trustees and 

fund managers. Money Box has been contacted by a pensions manager who works for 

a medium sized firm in the UK looking after their final salary scheme. In the last year 

at least five former employees have asked him to transfer their pensions to what they 

say is another employer’s scheme. The problem is they don’t work for this employer 

and the schemes themselves look highly suspicious. But there’s normally a statutory 

right to transfer a pension fund if the receiving fund has been registered with Her 

Majesty’s Revenue & Customs. The manager (who we’ll call Stephen) didn’t want his 

identity or that of his firm revealed, so a member of the Money Box team is speaking 

his words. 

MONEY BOX TEAM MEMBER SPEAKING STEPHEN’S WORDS: They’re 

normally schemes that have been set up in respect of companies that have just been 
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incorporated in the last year or so, commonly young directors with no previous record 

as having been directors of companies. Our suspicions have been raised as much as 

anything by the frequency of phonecalls from the employee or former employee, 

which always rings alarm bells as to why anyone would be so anxious for a transfer of 

their pension to go through when they’re transferring out of a long established, 

profitable company. You’re badgered. Commonly the member will phone up two or 

three times a week submitting a request pressing for the transfer to be paid. And 

we’ve also had letters from the solicitors of these potentially receiving pension 

schemes threatening legal action if we don’t comply with the members’ statutory 

rights to transfer their pension from one company pension scheme to another. 

HOWARD: In each case Stephen said he ended up writing a letter to the employee 

and transfer firm saying his firm was not satisfied it was dealing with a legitimate 

pension fund and he would not transfer. Stephen also approached the Pensions 

Regulator about these schemes, but was frustrated by what he was told.  

MONEY BOX TEAM MEMBER SPEAKING STEPHEN’S WORDS: I would 

like clear guidance from them on what they expect a pension scheme to do and in 

particular the grounds on which we can actually decline to pay transfers. If there was 

clear guidance that if we have legal concerns we can stop paying transfers, then that 

would make our lives a lot easier and we’d be much more inclined to act. 

HOWARD: The Pensions Regulator insists it is offering clear guidance to pensions 

managers like Stephen, but it said it’s up to the trustees and pension fund managers 

themselves to look at the firm requesting the transfer and decide whether it is 

legitimate. 

LEWIS: Thanks Bob. Mark Catchpole is a pensions lawyer and a partner at 

Stephenson Harwood. I asked him what legal protection trustees had when they were 

asked to make a transfer to a firm they suspected of being well a bit dodgy. 
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CATCHPOLE: The trustees are between a rock and a hard place really. They have a 

statutory obligation to make the transfer upon the request of the member and then 

there’s this sort of supplementary obligation on the trustees whereby they need to 

satisfy themselves that the recipient scheme is acting in good faith. It’s quite a 

difficult judgement call for the trustees that. As you can imagine, they don’t have the 

information at their fingertips to assess that, so the only way in which they can do that 

(and as recommended by the regulator) is that they ask the receiving scheme trustees 

whether they’re registered, who the employer is and certain questions about their 

investment. 

LEWIS: If they do make the transfer and they haven’t taken those steps, can the 

member, the person who’s asked for this transfer then come back to them at a future 

date when perhaps he or she realises they’ve lost all their pension fund and say well 

sorry, chaps, you should have done more due diligence on this; I’d like my pension 

from you, thank you very much? 

CATCHPOLE: That is the risk. Unfortunately it seems a bit unfair on the trustees, 

but they do not get the benefit of the statutory discharge unless they can demonstrate 

that they took all reasonable steps in establishing that the receiving scheme was a 

bona fide arrangement. 

LEWIS: But if you go to the regulator and say I’ve got trustees asking me if this 

scheme is bona fide or not, will the regulator tell you that? 

CATCHPOLE: No. The regulator may tell you whether the name of that 

arrangement is under investigation. They don’t have a published list and they will 

tend to tell you to go and take legal advice. 

LEWIS: These schemes tend to be registered with Her Majesty’s Revenue & 

Customs. They tell us they’ve had more than 9,000 new registrations a year. Do they 

have the personnel to investigate all of these pension schemes to see if they are bona 



 

 

 

 

5 

 

 

 

fide? 

CATCHPOLE: I think it would be wrong to say that when a scheme is registered 

that it’s gone through a rigorous pre-approval process. There used to be an approval 

process, which was changed in 2006, and you can sort of understand why - because it 

was time consuming and onerous. It does however mean that to establish a registered 

scheme doesn’t actually mean that that scheme is being set up for a proper purpose. 

LEWIS: What would you like to see done to make this system work better to block 

these crooks from getting people’s pension funds? 

CATCHPOLE: The buck has to stop somewhere and I think that probably is better 

placed at the regulator than at the individual trustee level. The regulator has quite a lot 

of information at its disposal and I can understand why it can’t make it public, but it 

seems to me that we need to have some system whereby trustees can make a request 

and be given an indication one way or another whether something falls one side of the 

line or the other or there is a risk associated with that type of arrangement. 

LEWIS: Pensions lawyer Mark Catchpole. Listening to that in Bristol is the Pensions 

Minister Steve Webb. Steve Webb, this crime is costing people £4 million a week. 

What’s the Government going to do about it? 

WEBB: There is an increasing amount of activity going on because the scale is 

growing of this activity, and it’s on a number of fronts. First of all, the trustees have 

been sent a new action pack by the regulator which gives clear guidance, checklists 

about the sort of things they should ask for. But partly it’s about the members being 

aware themselves. You mentioned your listener Gareth who didn’t know about the tax 

charge. So one of the things we’re doing is in the transfer packs we put out this 

eye-catching Scorpion material, so members will see that, they’ll realise there’s a tax 

charge. So we’re trying to make members aware, trustees aware of their duties, and 

there’s a lot of anti-fraud activity going on as well. 
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LEWIS: Yes, I can understand people having to be aware of things, but issuing a 

couple of leaflets is hardly a response to a £4 million a week crime. We heard there 

both from Stephen, the pension fund manager, and from the lawyer, Mark Catchpole, 

there are weaknesses in the law. Trustees are caught between a rock and a hard place. 

They’re threatened with fines if they don’t transfer the money and possibly a claim by 

the member if they do. They need something more. 

WEBB: Well trustees’ primary duty - you know there’s a clue in the title there - is to 

act in the best interest of the scheme member. That is their primary role. That’s why 

they’re there. Now what the regulator is doing is providing now a clearer steer - and 

perhaps we haven’t done that enough in the past - but providing a clearer steer of 

where it will be fine for them to say no to a transfer request because it simply looks 

dodgy, and they’re the people who get the transfer request and have to consider it and 

do due diligence on it. 

LEWIS: But they have said - Stephen has told us, others have told us - that they don’t 

feel that is clear. They are not clear that they can say no to a pension request because 

the law doesn’t give them that right. All the law gives them is a lack of immunity if 

they don’t do due diligence and then the member says I’d like my pension back from 

you, please.  

WEBB: Well the trustee’s legal duty is to process a legitimate transfer, but they have 

every right to say no where it’s not in accordance with the law or where they have 

good reason to be suspicious. And as well as sort of the public activity that’s going 

on, there’s an awful lot of behind the scenes anti-fraud activity; there are schemes and 

websites being closed down. But the balance here is if we simply have a website with 

a list of schemes we’re looking at, obviously the bad guys get tipped off, and we’re 

trying to strike the balance here between alerting the bad guys but actually 

intelligence based activity. 

LEWIS: And what about HMRC itself? I mean there used to be much stricter 

provisions that people had to go through before they could register a scheme. There 
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are now 36 new ones every working day. HMRC just can’t check them all, can it? 

WEBB: The difficulty here is that spotting the difference between a genuine person 

setting up a genuine scheme and a crook setting up a crooked scheme, you know they 

don’t come along with swag bags and stripy jumpers. You know you can’t necessarily 

tell the difference just by the application. 

LEWIS: No, but you certainly can’t when there’s 37 coming in a day and there aren’t 

enough staff to deal with them. 

WEBB: But simply you know the act of opening up a registered pension scheme isn’t 

illegal, there’s nothing wrong with that. It’s what happens next that’s the problem, and 

that’s where we need to make sure that members know what’s going on and trustees 

are following their duties properly. 

LEWIS: But you know the regulator says he’s worried. He issues a couple of leaflets. 

You’re the Pensions Minister. You say there’s going to be no change in the law. The 

only people cheering this interview will be the crooks, won’t they? 

WEBB: What we’re doing is working together with the fraud authorities, the 

financial services and all of the regulators - getting intelligence on what’s going on, 

closing schemes down, closing websites down - so it’s not just a couple of leaflets. 

But the other thing we’re doing is looking if there are common features of these 

schemes where more legislation would be the answer. So that’s not the current plan, 

but if there is a way of legislating that picks up the right schemes but doesn’t exclude 

the wrong schemes, then we’ll certainly look at that. 

LEWIS: Steve Webb, thanks very much. 

Now converting your pension fund into a retirement income - legitimately of course - 

is a major decision. Get it wrong and it could cost you hundreds, perhaps thousands of 
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pounds a year for the rest of your life, so you might expect the insurance firms that 

sell these incomes (called annuities) to go out of their way to make sure you get the 

best deal tailored to your own circumstances and wishes. But for many years 

independent advisers have been complaining it works in quite the opposite way. So 

from next Friday, the Association of British Insurers will insist that every firm that’s a 

member of it will follow a new code of practice, which it says will make things better. 

Live now to Edinburgh to talk to the Director General of the ABI, Otto Thoresen. 

Otto Thoresen, what will this new code make your members do that they’re failing to 

do now? 

THORESEN: Well, Paul, I think the best way to look at it is that we’ve looked 

around the market and identified the best practice across the market and we’re now 

going to make it normal practice. So if we look at the process, we’re going to provide 

clear communication to customers, consistent across the industry; we’re going to give 

customers all the information they need to shop around; we’re going to prominently 

highlight the alternatives that are open to them. And if I make it specific, 6 months 

before retirement, again at least 6 weeks before retirement, the information packs they 

get will go through in some detail the benefits of shopping around, the fact that other 

providers could offer a higher level of income, the options open to them, the different 

ways in which you can take retirement income - so not just the rate but also the 

structure and shape of the annuity that you should take - and to encourage them to 

seek advice or further information. And importantly we’ll stop sending application 

forms with this information, so there’s less chance of people just defaulting to 

remaining with their existing product. 

LEWIS: Yes, I’m tempted to say at last. People have been asking you to do that for 

about 10 years. Anyway stay with us, Otto. Billy Burrows, an annuities expert from 

the Better Retirement Group, is here. Billy Burrows, will this really make the 

difference that Otto Thoresen hopes? 

BURROWS: Well I mean credit where credit’s due and they’ve done an awful lot to 

make it easier. I think the problem I have with this is twofold. First of all, I think 
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although it will increase the uptake of the open market option, I still think not enough 

people will probably end up with the best annuity. And, secondly - I think this is the 

really important bit - is you know the presumption here is that you know shopping 

around and getting the best rate is the only thing to do, but of course it’s just the tip of 

the iceberg. 

LEWIS: Yes and I mean it’s important, isn’t it, that you don’t just look at the best 

standard annuity; you’ve got to look at your health, your personal circumstances and 

get the best annuity for those circumstances? Otto Thoresen, will that actually happen 

under this guidance? 

THORESEN: Absolutely. The approach on the uptake point, which I think is an 

important point, we’re going to be measuring pretty well from immediately the new 

code comes into place just to track how things are changing. Secondly, on the point 

about the type of annuity that you buy, I completely agree. And when we engage with 

customers, the way we talk to customers and the questions we ask will get into 

territory like lifestyle or medical conditions, providing for dependents, the issue about 

inflation, how you should combine other pension pots - basically to go across the 

whole range of issues that someone needs to take into account when they’re making 

their decision. 

LEWIS: Billy Burrows, what else would you like to see insurers doing because I 

mean Otto has covered the things that have been complained about for many years. 

What would you like to do to make it really happen? 

BURROWS: I think what I would really like is you know the insurance companies to 

have you know better information but not just information about the narrow product 

options, but actually to encourage people to take a better view. For example, I mean 

there are three key questions people need to ask: when’s the best time to buy their 

annuity, what type of plan, and which options? And fair enough insurance companies 

can only really deal with the last bit, but if we are to make people take better decisions 

we have to take a more rounded view of retirement. 
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LEWIS: And don’t you think there’s a danger, Otto Thoresen, that people will still go 

with their own firm? You say you’re not sending out application forms, but you’re 

getting a lot of correspondence from the firm you’ve saved up with and yet we all 

know the firm you’ve saved up with is probably not going to be the one to give you 

the best annuity.  

THORESEN: Well I think it’s not always the case of course. There are many 

situations where the firm with whom you’ve saved will prove to be very competitive 

in terms of the options they offer. But I think the clarity that we’re bringing and the 

transparency we’re bringing will make it far easier for people to make those 

comparisons (Lewis tries to interject) and I … Sorry, carry on Paul. 

LEWIS: Well in your leaflet there’s a big yellow box saying ‘shopping around can 

help you improve the income you receive in retirement’. I’m tempted to say er, duh, 

yes!’ But how do you do it, particularly if annuities are going to be more personally 

tailored in future? Billy Burrows, how would that work? 

BURROWS: Well I mean let’s just take the gender neutral annuities. Nowadays the 

same rates for men and women, so insurance companies are now looking at other 

ways in which they can provide more personalised annuities to their clients. So I think 

the short answer is that the client needs to get a much faster way to speaking to an 

expert who can get the rates from the whole of the market and make the whole 

process much easier for them. 

LEWIS: And Otto Thoresen, briefly, the last word. It has been a very long process - 

I’m tempted to call it dragging them kicking and screaming, but you’d probably 

object - but we’ve got to this point now. Briefly, why should we trust them now to do 

the right thing? 

THORESEN: Well it’s a compulsory code. The industry is covered by it and we’ve 

had very enthusiastic support up to this point, Paul. And we’ll be measuring and 
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tracking progress. 

LEWIS: Well we’ll look forward to inviting you back in a year, see how it’s worked. 

Otto Thoresen from the ABI, Billy Burrows from Better Retirement Group, thanks. 

Unemployed people and students are being targeted by criminals who want to launder 

the proceeds of crime through the bank accounts of  innocent people. One victim 

was Money Box listener BJ. That’s not his real name. He posted his CV on lots of 

online recruitment agencies and was delighted when a company emailed him offering 

him a job as a financial services adviser.   

BJ: Out of nowhere this particular establishment contacted me. They came across my 

CV and they are really interested to offer me a job of financial service adviser. I felt 

really lucky to be selected. 

LEWIS: And the job was quite simple: he had to receive sums of money into his 

personal bank account and then forward it on to someone else. He was told the 

company used individuals because they could make the transfers more quickly than 

the 7 days taken between business accounts. The pay seemed good too - £1500 a 

month plus commission - and within a few days he expected to receive the first 

amount of two thousand pounds and three pence, followed closely by a second 

amount of two thousand pounds and ninety-nine pence. But when he checked his 

online account neither amount had arrived and then his account was frozen, so he 

went to his bank branch to find out why. 

BJ: The representative of the bank said you are actually doing money laundering. 

And I said I had been offered this job and I had been asked to do it. I haven’t done 

anything wrong, I haven’t been benefiting from this job. When I stood from the chair, 

my legs were shaking. She said, “You will not be able to have any bank accounts with 

us anymore. We are suspending your account.” I knew very well that if I can’t have 

any bank account, you can’t do anything. You are completely marginalised from the 
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mainstream. I felt like the whole world has crumbled on top of my head. 

LEWIS: BJ now clearly fearing his life has been ruined - locked out of banking 

service and possibly facing criminal charges. His story is all too familiar to Detective 

Chief Inspector Dave Carter from the Dedicated Cheque and Plastic Crime Unit. 

CARTER: They will target those people that they think will be most susceptible to it 

and they tend to be people who are in this country, maybe new looking for work, 

maybe students, maybe people who don’t understand business practice in this country 

particularly well and are therefore more susceptible to what they may think is actually 

a perfectly legitimate business. 

LEWIS: And how does it work? 

CARTER: It is money laundering. What they’re doing is they’re taking funds which 

they can’t spend because they’re criminal assets because they’re flushing it through 

the account of what appears to be a law abiding citizen. When it pops out the other 

end, it appears to have got the ability to look like it’s legitimate. 

LEWIS: In this case, the chap went onto a website, and I’ve had another very similar 

case with a different firm. It all seems so traceable, it’s hard to understand how the 

criminals are not immediately pinned down and arrested. 

CARTER: Well what we do is we try and use different tactics in order to not only 

enforce the law, but also to disrupt the criminal activity. So, for example, you may 

well find that the websites that are used aren’t up for very long because they get taken 

down by law enforcement. 

LEWIS: And what can we do about the people in the middle. They may have been 

foolish or misguided or perhaps even greedy because they thought they were getting a 

big fee for doing very little, but they’re not criminal, are they? 
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CARTER: Well are they? That is the question. We have to consider that there is 

some suspicion around them of whether they are involved with it. Even if they’re just 

being naïve, I liken it to effectively a get away driver from a bank heist if you like. 

Just because the driver drives away the vehicle with the cash in it, he can hardly claim 

the fact that he doesn’t know anything about what’s going on. There are some very 

severe penalties in place, up to 10 years in prison. Now a lot of people … 

LEWIS: What, for money laundering? 

CARTER: Yeah. 

LEWIS: Now a lot of people are actively looking for a quick buck in this economy 

and we totally understand that, but generally if people think that it looks too good to 

be true, that’s because it is.  

LEWIS: DCI Dave Carter. Well BJ’s bank Halifax has refused to reinstate his 

account. It told Money Box: “We use systems to monitor accounts and the validity of 

transactions that customers make or receive and we may prevent payments or 

withdraw banking services.” Well with me is Richard Hurley from CIFAS, the fraud 

prevention organisation. Richard Hurley, DCI Carter being pretty tough on BJ and 

others who’ve been fooled by these scams. What hope is there for BJ? 

HURLEY: For BJ, what he needs to do to begin with really with Halifax would be 

initiate full complaints procedure. From a CIFAS point of view, our position is quite 

clear that for a situation of this kind the organisation has to prove not only that the 

individual has carried out an illegal act, but also had the intent to profit by it. 

LEWIS: But that doesn’t seem to be the case, does it? 

HURLEY: No, it doesn’t in this case. 
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LEWIS: I mean BJ clearly didn’t and we’ve got lots of others. I know that DCI 

Carter’s seen others. They haven’t intended to profit. And yet once that fraud flag has 

gone by your name - we’ve talked to CIFAS in the past - it’s very hard to get rid of it, 

isn’t it? 

HURLEY: Well in this case what we’d say is once the complaints process with the 

service provider is exhausted … 

LEWIS: This is the bank? 

HURLEY: Yes, the bank in this case has exhausted, is obviously they can register 

their complaint with CIFAS as well. CIFAS will investigate. And CIFAS, if it finds 

the complaint and reviews the files of the bank and finds that there is insufficient 

evidence, legal evidence to prove that the person wanted to profit from this, we will 

recommend the removal of the record. 

LEWIS: Right and will you take that flag off because you put that fraud flag on, 

don’t you? 

HURLEY: Yes. Well we will tell the organisation to … The organisation puts the 

flag on. We will tell the organisation to remove it. 

LEWIS: But you know in many cases the bank won’t even tell people why it’s 

refused an account. It is hard to clear your name if you don’t know the charge or the 

evidence you have to produce. 

HURLEY: That is very true. I think to be fair in this case, the banks are very 

frightened of some of the regulations that are handed down to them by the FSA where 

they will be fined and certainly bank staff can be imprisoned if they are seen to aid 

and abet money laundering. So they have a kind of pendulum reaction. I’m not saying 

it’s a correct one, but I think it’s the quandary they’re in. 



 

 

 

 

15 

 

 

 

LEWIS: But make a complaint. And then if that doesn’t work go to see CIFAS? 

HURLEY: Absolutely. 

LEWIS: Richard Hurley of CIFAS, thanks very much.  

That is it for today. That’s all we have time for. More on our website: 

bbc.co.uk/moneybox. Read my newsletter, download the programme, send us your 

ideas - many of you do. I’m back on Wednesday with Money Box Live, this week 

taking questions on saving for children. Do you know your CTFs from your JISAs? 

Back with Money Box next weekend. Today reporter Bob Howard, producer Emma 

Rippon. I’m Paul Lewis.       

 

   


