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in six weeks of their automatic enrolment datę, or
have registered for tax protection from the life-time
allowance charge. Further details of such exemptions can be provided on request).

> Auto-Enrolment – the new UK Pension Rules
Charlotte Bateman, Rödl & Partner Birmingham
Until now, employers in the UK have not been statuto- rily
obliged to make payments into a pension scheme for the
benefit of their workers, nor have workers been required
to make any payments into a pension scheme. Any pension contributions have historically been madę on a voluntary basis or due to contractual obligations.
This position has now changed in respect of certain categories of workers (who are not already active members of
a "qualifying scheme" – see below) for whom membership of a pension scheme on the basis of the new "automatic enrolment" procedurę has now become mandatory.
Once an employer is covered by the new duties, it will be
required to auto-enrol its eligible workers (referred to as
"jobholders") into a pension scheme meeting specific
standards, unless the jobholders are already active members of their employer's qualifying pension scheme.
Broadly, a scheme is a qualifying scheme if it is either an
occupational, personal or registered pension scheme into
which an employer makes the minimum contributions set
out below.

"Non-eligible jobholders" – (have the right to opt into

an auto-enrolment scheme and, if so, to receive employer
contributions to the pension scheme):




Work (or ordinarily work) in the UK under a contract;
Are aged between 16 and 74 and have earnings below the earnings trigger (£10,000); or
Are aged between 16 and 21 or between the SPA
and 74 and have earnings above the earnings trigger (£10,000).

"Entitled workers" – have the right to join a registered
pension scheme (not necessarily the same scheme as the
"jobholders") but not to receive employer contributions to
the pension scheme:



Work (or ordinarily work) in the UK under a contract;
Are aged between 16 and 74 and have earnings below
the "qualifying earnings band" (currently £ 5,876 for
the tax year 2017/18).

Categories of workers
The categories of workers who will benefit from the new
duties and how they will benefit, are as follows: “Eligible
jobholders" – (need to be auto-enrolled and are entitled
to receive employer contributions to the pension scheme):





Work (or ordinarily work) in the UK under a contract;
Are aged at least 16 but below the State Pension
Age (SPA). (The SPA is currently 65 for men and 60
for women);
Earn morę than the "earnings trigger" (currently
£10,000 for the tax year 2017/18);
(There are limited exemptions to the above criteria,
for example if someone is in their notice period with1
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When the new employer duties apply

The following table presents an overview of the system:
Annual gross

Age

earnings

From 16 to
21

£5,876 and –

From 22 to
SPA*

From SPA
to 74

Has the right to join a pension scheme

1

below

£5,876 –
£10,000

Over £10,000

Has the right to opt in

2

Has a right

Automati-

Has a right

to opt in

cally enrol

to opt in

34

With regards to the establishment of a pension scheme, the
law provides for transitional periods within which employers
have to put the relevant payment systems in place. Every
employer, domestic as well as foreign, that has workers in
the UK, will receive a letter from the Pensions Regulator
informing it of their "staging date" i.e. the deadline by which
it will have to enter into an agreement with a pension fund
provider. This information is provided at least 12 months
prior to the staging date.
Large employers are being staged first with smaller and new
employers falling later in the timetable, which started on 1 st
October 2012 and runs until 1st February 2018.
Employers will then have a period of six weeks from an eligible jobholder's automatic enrolment date (AED) to auto-enrol
him as an active member of an auto-enrolment scheme unless he is already an active member of a qualifying scheme or
falls within one of the available statutory exceptions (see
above) and unless a postponement period is used (see below).

Minimum contribution payments
Figures correct as of 2016/2017. * SPA = State Pension Age
1

Has a right to join a pension scheme. If they ask you to, you must
provide a pension scheme for them but do not have to pay contribu- tions
into it.
2

Has a right to opt in. If they ask to be put into a pension scheme, you
must put them into your automatic enrolment pension scheme and pay
regular contributions into it.

Contribution payments are calculated on the basis of the
"qualifying earnings", which consist of salary, commission,
bonuses, overtime, statutory maternity pay, statutory paternity pay and statutory adoption pay.
The following minimum requirements apply to the apportionment of contributions between the employer and the
jobholder:

3

Automatically enrol. You must put these members of staff in your
automatic enrolment pension scheme and pay regular contributions into
it. You do not need to ask their permission. If they give notice, or you give
them notice to leave employment before you have completed this process, you have a choice as to whether to automatically enrol them or not.

Period

Minimum
employer
contribution

Minimum total
employer and
jobholder contributions (including tax relief)

1%

2%

2%

5%

3%

8%

First transitional
period: employer's staging date
to 5th April 2018

Second transitional period: 6th April
2018 to 5th April
2019
Steady state period: 6th April 2019
onwards

2
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Providing information to members and schemes

Penalties

Employers must give certain information in writing to a jobholder who has been auto-enrolled. This includes:

If the employer does not comply with the auto-enrolment
regime, the Pensions Regulator may intervene and require
certain steps to be taken or levy financial penalties.

>

A statement that the jobholder has been (or will be)
enrolled in a pension scheme.

In the first instance, the Regulator can issue a formal
compliance notice. If a breach is not remedied, the Regulator can impose fixed penalties starting at £400. In the
case of serious or persistent breaches, the Regulator can
order escalating penalties. These range from £50 a day for
employers with one to four workers to £10,000 a day for
those with 500 or more workers.

>

The value of contributions due from the member and
the employer in each pay reference period.

>

Confirmation of whether tax relief will be given to the
member

>

Confirmation that they have a right to opt out of the
scheme and details of how they can do so.

Auto-enrolment duty exceptions

This information can be given by email. It must be supplied to the jobholder within six weeks of their AED.

The only exemptions to auto-enrolment are if any of the
following apply:

Within six weeks of an eligible jobholder's AED, the employer
must also pass certain information to the pension scheme
administrator (again, this can also be sent by email). This
includes:

> a UK company is a sole director company with no
other staff;
> a UK company has a number of directors, none of
whom has an employment contract;
>
a UK company has a number of directors, only one
of whom has an employment contract.

>

> Personal information about the jobholder (name, date of
birth, postal address, gender, National Insurance number).

Implementation in practice

> Their AED.
> Their gross earnings and the value of contributions payable by the employer and the member in a pay reference
period (unless the administrator has said they do not
need this information as they already have it).

In practice, the obligation to establish a pension scheme is
fulfilled by signing an agreement with a pension fund
provider. The Pensions Regulator's website includes various links on this topic:

Using a postponement period

http://www.thepensionsregulator.gov.uk/employers/fin
ding-a-provider.aspx

The legislation allows an employer to operate a postponement or waiting period of up to three months before an
eligible jobholder must be auto-enrolled. This right can benefit employers with a high staff turnover, as they will not have
to auto-enrol jobholders who are likely to be employed for
only a short time. Equally, postponement can be used to
align auto-enrolment dates with existing payroll processes.

An agreement can be concluded directly with a pension
provider. However, neither pension providers, lawyers nor
tax advisers are allowed to compare and evaluate pension
providers or recommend or select one of them. Such consulting activities are reserved for regulated financial advisers.

If an employer decides to use a postponement period, it must
give its workers formal notice within six weeks of their staging date, or the worker's first day of employment if they are
employed after the staging date, or the date a worker first
qualifies as an eligible jobholder after the staging date. This
must include confirmation of a worker's "deferral date",
which is the end of the postponement period.

Re-enrolment
Every three years employers must auto-enrol all eligible jobholders who were initially auto-enrolled but opted out. They
must be told they have been reenrolled and given the chance
to opt out once again. In most cases, employers will have a
six-month window around the three-year anniversary of its
original staging date to reenrol its eligible jobholders, although there are certain exceptions. There are statutory requirements about specific information that must be given to
a jobholder who has been reenrolled. Standard-form wording
for a re-enrolment notice can be provided on request.

The above website has the relevant links available un- der
the headline "Who can help you find a scheme?" Without
any evaluating comment, we can provide you with the
contact details of financial advisers who we have already
worked with.
The Pension Regulator recommends that the setting up
procedure for the pension scheme is initiated at least six
months prior to an employer's staging date, in order to be
able to comply with the legal requirements in good time.
In practice, we recommend that employers address this
issue much earlier and as early as one year in advance.
With the increasing number of employers starting preparatory activities due to approaching staging dates, pension
fund providers are expected to be overworked and, for
this reason, implementation is expected to be delayed.
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Implementation in practice enrolment
> Staging date. Contact the Pensions Regulator to
confirm your staging date if they have not yet provided you with notification.
> Workforce. Assess your workforce to determine
which categories of individuals count as "workers"
and which of these qualify as eligible jobholders,
non- eligible jobholders and entitled workers.
> Statutory exceptions. Identify those who fall into
one of the categories of jobholders who are exempt
from being auto-enrolled (for example, individuals
who have recently given notice or who have registered for tax protection from the lifetime allowance
charge).
> Pension scheme. Review your existing pension
scheme (if any) and decide whether all jobholders
will be enrolled in the same scheme or whether more
than one scheme will be used. If an existing scheme
is to be used for some or all jobholders, review
whether it counts as a qualifying scheme and an automatic enrolment scheme under the legislation.

> Payroll. Set up auto-enrolment payroll processes.
These should include arrangements for paying employer contributions for each jobholder, deduction of
contributions from jobholders' earnings and paying
re- funds for those who opt out.

>

Records. Ensure proper record-keeping procedures
are put in place.

>

Registration. Register with the Pensions Regulator within five months of your staging date.

>

Re-enrolment. Set up re-enrolment processes
starting with the third anniversary of the first auto-enrolment

For more information please contact:

> Postponement. Decide whether to use a postponement period and, if so, which categories of jobholder it should apply to.
> Notices. Prepare standard-form documents, including
opt-out and opt-in member notices, standard autoenrolment, joining information notices and postponement period notices, if appropriate. Standard
wording can be provided on request.

Charlotte Bateman
Solicitor, Senior Associate
Phone: + 44 (121) 227 89 89
E-Mail: charlotte.bateman@roedl.pro

> Contracts of employment. Review your contracts of
employment and make any necessary amendments
as regards pension provisions. Assistance can be provided on request.

Adding value

„Each and every person counts“ – to the Castellers and to us.

„We strive to create a clear value added for our clients through all our services – be it legal
advisory, tax audits or resolving business management issues.“

Human towers symbolise in a unique way the Rödl & Partner corporate
culture. They personify our philosophy of solidarity, balance, courage and
team spirit. They stand for the growth that is based on own resources, the
growth which has made Rödl & Partner the company we are today. „Força,
Equilibri, Valor i Seny“ (strength, equilibrium, valour and common sense) is
the Catalan motto of all Castellers, describing their fundamental values
very accurately. It is to our liking and also reflects our mentality. Therefore
Rödl & Partner embarked on a collaborative journey with the representatives of this long-standing tradition of human towers – Castellers de Barcelona – in May 2011. The association from Barcelona stands, among many
other things, for this intangible cultural heritage.

Rödl & Partner

„The work of every single person contributes to adding value to the whole group and ultimately the joint success of the team.”
Castellers de Barcelona
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