Stakeholder Pensions

Introduction - What is it?

Stakeholder pensions are a way for your employees to save for their retirement.  They have been introduced for the benefit of people who do not have access to an occupational pension.  

Employers do not have to make any financial contributions to these pensions.

Does it involve me?
If you have 5 or more staff you must give your employees access to a stakeholder pension.

Stakeholder pension providers will be able to accept payments from individuals as from 6th April 2001.  
You have 3 months from date 5th employee comes to work for you to designate a Stakeholder Pension Scheme. 

Which of my staff qualify for Stakeholder Pension?

Employees who have worked for you for more than 3 months.

Employees who have earned enough to pay National Insurance Contributions for 3 months in a row.

Each individual member of your staff can decide whether or not they wish to pay into a stakeholder pension.  

If your employees earn less than £10,000 per year it may be better for them to stay in the state pension scheme.  Some Stakeholder Pension providers (may not accept contributions from individuals earning less than £10,000 per year).

Each employee should consider his/her own position, seek independent advice if they wish, before deciding whether or not they will contribute to a stakeholder pension.

Even if none of your current employees wish to contribute to a stakeholder pension at this time, if you have more than 5 staff you are still legally required to have this facility available.

How do I choose a Stakeholder Pension Scheme?

The Pensions Regulator maintains a list of registered Stakeholder Pension Providers.  They ensure that all registered schemes meet set criteria.  

If you have 5 or more staff you must
· Choose (or designate) a Stakeholder Pension Scheme from the list of providers.

· Check that your designated Scheme will accept contributions from your employees (if employees earn less than £10,000 per year scheme may not accept them)
· Check what rate of contributions your designated scheme will accept
· Check that your scheme will accept monthly payment of contributions
· Check what information your designated scheme requires from you (eg name and national insurance numbers of all contributing employees, rate of contribution etc)
Now I have chosen a scheme - what do I need to do?

Inform your staff of your chosen scheme - give them the following information

· Name of Stakeholder Pension provider that you have chosen with its address, telephone number, fax, e-mail and a named contact person within that company.

Staff who wish to make contributions to your chosen scheme can ask for their contributions to be deducted through your payroll.

If an employee asks you to make deductions through the payroll you must:

· Notify them in writing (within 2 weeks) how and when deductions will be made

· How the employee can change the amount of his/her contribution (assuming the Stakeholder Pension provider will accept the change)         

· How often the employee can change the amount of his/her contribution

· How the employee can notify you if he/she decided to stop making contributions (employees can stop at any time)

The amount an employee can contribute to the Stakeholder pension can usually be 

· A fixed sum

· A percentage of their gross pay.

The level of contribution should always be clarified with your designated Stakeholder Pension provider.

How do I make payment to my designated scheme?

· By cheque

· Direct debit

You could check with your provider if telephone banking is another payment method they would accept.

You only have to make payments on behalf of employees who have asked you to do so and who are contributing to the scheme you have designated. 

Employees could choose to make payment direct themselves to either your designated scheme or an entirely different scheme if they so wish.

Your designated scheme will provide you with details of payment arrangements.  They will probably provide forms to be completed with individual employee and payment details.

What are my legal responsibilities?

· You must make payments on time (19th day of following month)

· You must keep records of deductions made from each employee and payments forwarded to your designated scheme

Penalties of up to £50,000 can be imposed on employers who do not meet their legal responsibilities.

A full list of Stakeholder pension providers is available on The Pensions Regulator website: www.thepensionsregulator.gov.uk
Or you can contact Pensions Regulator:

Phone Customer Support – 0870 6063636 

Fax: 0870 2411144

Email: customersupport@thepensionsregulator.gov.uk
