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Lothian Centre for Inclusive Living (LCiL) - Payroll
Automatic Enrolment – Workplace Pensions

Background

The Pensions Act 2008 established new duties for all UK employers with at least one worker.

Between now and 2018 every employer in UK will need to  have a workplace pension scheme in place and start enrolling workers – many workers will be automatically enrolled others will need to be enrolled if they request it.  

Employers will be required to: 

· make pension contributions in addition to the employees contributions (for qualifying workers)

· provide workers with information about the scheme they have chosen

· allow other (non-qualifying) workers to join the scheme

Impact of this new legislation

Employers are being phased into this new legislation and need to know their own individual “staging” date to establish when they must have a scheme in place. Staging dates are assigned to employers’ PAYE numbers.

The Pensions Regulator will communicate directly with employers:
· Advising staging date (24 months in advance)

· requesting nomination of primary and secondary contacts

· provide employer registration code for Government Gateway required for  compliance registration of employer’s pension scheme at staging date

· impose fixed penalty £400 for non-compliance plus daily penalties for further breaches of duties

Employers need to choose a pension scheme:

· those with existing (stakeholder) pension schemes need to check with pension provider if it can be used for auto enrolment; 

· as PA employers have a relatively small workforce they might find it difficult to get a pension provider willing to set up scheme for them;
· government scheme – National Employment Savings Trust – will accept all employers;
· www.tpr.gov.uk provides info/list of Defined Contribution pension providers

· www.abi.org.uk (Association of British Insurers) also provides info/list

· Employers likely to require independent financial advice 

Employers need to assess their workforce to see who qualifies for automatic enrolment:
	
	Age range
	Earnings 
	Employer contributions

	Eligible jobholder
	Age 22 – State Pension Age
	From £10,000 per annum
	Mandatory

	Non – eligible jobholders
	Age 16 – 22 or 

State pension age – 74

Age 16 - 74
	Earning above £10,000

Earnings between £5,824 - £10,000 per annum
	If employee chooses to opt in – employer contributions mandatory

	Entitled workers
	Age 16 - 74
	Earnings below  £5,824 per annum
	If employee chooses to opt in – employer can also choose to make contributions  


Earnings thresholds will be reviewed every year by the government.  Figures given above are correct for 2015-16.
Employers need to communicate with their workers about:
· how auto enrolment affects them;
· levels of contributions required by employees and levels of contribution to be made by employer;
· employees’ right to opt out / in;
· amending employee Terms & Conditions to include rights under Pension Auto-enrolment.
Minimum statutory contributions 

	Date
	Employer minimum contributions
	Total minimum (employer + employee) contributions

	Before 30/09/2017
	1%
	2%

	1/10/17 – 30/9/18
	2%
	5%

	1/10/18 onwards
	3%
	8%


Employers’ ongoing responsibilities:

· Forward all contributions (employer & employee) to pension provider within prescribed timescale;
· Keep records – information / payments sent to pension provider;

· Requests from workers to opt out of scheme;
· Check every pay day to see if any workers now qualify for auto enrolment (e.g. reached aged 22);
· Employees need to be re-enrolled every 3 years on the anniversary of staging date.
Issues:

· PA employers – complexity of legislation – capacity to understand/comply – rights to choice and control;
· High turnover of staff 

· Employers choose to pay more 

· Who ensures they top up their funding to enable this and ensure sustainability of support package / pension commitments

· Employers exercise right to choose pension scheme 

· need independent financial advice – who pays for this?

· Employers with reduced capacity 

· Who chooses /administers pension scheme on their behalf?

· Self-Directed Support (SDS) Support organisations – additional administrative burden/costs in both time and  software support:

· Advise PA employers of their new responsibilities;
· Support PA employers to communicate with their staff;
· Support PA employers to amend T&C as required;
· Carry out extra payroll functions / checks;
· Maintain records on behalf of employers;
· Receive and respond to communications  from TPR (secondary contact);
· Ensure payroll software can accommodate Auto enrolment and pension provider requirements – ensure employees with fluctuating wages are auto-enrolled when appropriate; 

· Staffing / time -resources to administer extra payroll functions

· Assessment of staff eligibility at every payroll processing date;
· Communication with employees when they move from one category to another.  

· Additional software costs

· Local authorities (LAs) – additional costs to be included in individual budgets/impact on LA Budgets
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