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OVERVIEW 

Background 

The Government believes that millions of British workers are not saving sufficiently for retirement. Two 

challenges have been highlighted:  

(i) Life expectancy is increasing while pension pots are not growing in real terms  

(ii) The ratio of workers to retirees is falling, so it is becoming a stretch to have current workers funding 

current pensioners 

Both challenges mean each British worker will have to save a greater proportion of their income to fund 

their own retirement and maintain an acceptable standard of living in their old age. 

What is Automatic Enrolment? 

Under legislation, businesses of all sizes need to have enrolled their eligible employees in a work place 

pension, having undertaken all necessary preparatory work, by a given date – called their “staging date”.  

The smaller the business is, the further in the future its staging date will be. After this date, firms will need 

to review their employees’ circumstances on a rolling basis, automatically enrolling them if their income 

or age rises above the minimum necessary threshold for auto enrolment and the processing of opt in or 

opt out requests. All the while, businesses will need to keep each individual employee informed of his or 

her individual auto enrolment pension situation. 

The employer is responsible for choosing a pension provider for their employees.  UK workers will 

eventually contribute up to 5% of their eligible wages into a workplace pension and their employer will 

eventually contribute at least 3%. Initial contributions, shortly after the scheme becomes active for a given 

business, will be somewhat lower. Different sized firms and their employees will build up to these limits 

gradually and at different times.  Workers will be able to opt out. 

Some workers on low incomes will not be automatically enrolled, but many will be able to opt in. All 

businesses with one or more employee will be required to co-operate with the auto enrolment legislation. 

FIRST THINGS FIRST 

Preparing for Auto Enrolment 

Workplace pensions law is changing and every employer will have to act to fulfil their new legal duties. It 

is vital that you understand your new responsibilities. 

Your first 3 steps are as follows: 

1. Know your staging date - when to act 

2. Assess your workforce 

3. Review your pension arrangements 



Know your staging date - when to act 

The date that the new law applies to your company is known as your staging date. This date is determined 

by the size of your largest PAYE scheme on 1st April 2012.  

For more information about staging dates, please visit 

http://www.thepensionsregulator.gov.uk/employers/what-is-my-staging-date.aspx 

Assessing your workforce 

Workers who will need to be automatically enrolled in a pension scheme are called ‘eligible jobholders’. 

An eligible jobholder is:  

 Aged between 22 and state pension age 

 Working or ordinarily working in the UK 

 Earning above £10,000 

You will need to assess who in your workforce is an eligible jobholder. You must automatically enrol 

eligible jobholders into a qualifying pension scheme and make contributions on their behalf to that 

pension scheme. Workers who are not eligible jobholders will still have the right to opt into a pension 

scheme or the right to join one 

Review your pension arrangements 

If you have an existing pension scheme for your workers, you may wish to consider enrolling all eligible 

jobholders into this scheme. To do this, your existing scheme will need to qualify as an automatic 

enrolment scheme. 

If you do not have an existing pension scheme or you cannot use your existing pension scheme(s) for 

automatic enrolment, you will need to choose another pension scheme. In this case, all eligible jobholders 

will need to be automatically enrolled in your new pension scheme. 

If you need to select a qualifying pension scheme, you can choose from a number of pension providers 

including the National Employment Savings Trust (NEST) which has a public service obligation to accept 

all employers that apply to join it. To be a qualifying scheme, at least minimum contributions must be 

made or it must provide a minimum rate at which benefits will build up. 

What are your responsibilities? 

Auto-enrolment is designed to ensure all eligible employees are automatically put into qualifying pension 

schemes with sufficient contributions. 

The new employer’s responsibilities include: 

 Providing a qualifying pension scheme for workers 

 Communicating the changes to all employees 

 Advising eligible jobholders that they have been enrolled and give them the option to opt out 

 Automatically enrolling all eligible jobholders onto the scheme 

 Paying employer contributions for eligible jobholders 

 Registering with The Pensions Regulator – providing details of qualifying scheme and the 

number of people that you have automatically enrolled 

http://www.thepensionsregulator.gov.uk/employers/what-is-my-staging-date.aspx


 Processing any opt-in/opt-out requests 

 Monitoring leavers, starters and casual employees, enrolling periodically as required 

 Re-enrolling all employees every three years 

 

What are the Time Frames 

 Any employer with a PAYE scheme registered before 1st April 2012 must have enrolled their 

staff by April 2017 

 Any employer with a PAYE scheme registered from 1st April 2012 must have enrolled their staff 

by February 2018 

 

 

THE PATH THIS WILL TAKE 

Stage 1 - Getting set-up 

Know your staging date: 

The time when the new law affects your company is known as the ‘staging date’, which is determined by 

the size of your largest PAYE scheme. You can find out more by visiting - 

http://www.thepensionsregulator.gov.uk/employers/staging-date-timeline.aspx 

1. Assess your workforce 

Workers who need to be automatically enrolled in a pension scheme are called ‘eligible jobholders’. An 

eligible jobholder is aged between 22 and state pension age, is an EU worker and earns above £10,000 

(this figure is reviewed periodically). Assess who is an eligible jobholder, auto enrol them into a qualifying 

pension scheme and make contributions on their behalf. Workers who are not eligible jobholders still 

have the right to opt into a pension scheme or to join one. 

2. Review your pension scheme 

Do you have an existing pension scheme? If you do you can enrol all eligible jobholders into it – as long 

as it qualifies as an ‘auto enrolment scheme’. If it doesn’t qualify, you’ll need to choose a different 

scheme. You can choose from a number of pension providers including the Government’s National 

Employment Savings Trust (NEST) which must accept you if you apply. Qualifying schemes have a 

minimum contribution or provide a minimum rate. 

 



3. Inform your workforce of the changes 

You must communicate to your workers, in writing, all the changes that affect them – either through a 

printed letter or via email. This must be provided in writing and must be personalised.  

4. Automatically enrol your eligible jobholders 

To make an eligible jobholder a member of an auto enrolment pension scheme, you’ll need to supply 

certain information about your jobholders, for example, pension scheme managers at specific times in the 

process. 

5. Register with The Pensions Regulator and maintain records 

You must register online with The Pensions Regulator after your staging date to inform them about how 

you have auto enrolled. You must keep and maintain records about workers on the scheme on an on-

going basis. 

6. Make contributions to your workers’ pensions 

It is compulsory to contribute to your chosen pension scheme for your workers after your staging date. 

From 2012 to 2018, the minimum contribution rates that an employer must pay will be gradually 

introduced, depending on your pension scheme – starting at 2% and rising to 8%. 

 

 

 

 



Stage 2 - On-going Responsibilities  

In addition to identifying your eligible jobholders and enrolling them onto a qualifying pension scheme, 

you have on-going responsibilities as well. 

Contributions 

You are obligated to calculate and pay your own contributions to your pension scheme on behalf of your 

employees, as well as calculating, deducting and paying their own contributions. You should agree the 

rates and when to pay them with your pension provider, but you must pay at least the amount set in law. 

Changes in employees’ age and earnings 

You need to monitor your employees’ age and earnings to determine whether they are eligible jobholders. 

On the day an employee becomes an eligible jobholder, they must be automatic enrolled in a qualifying 

pension scheme. 

Opt-outs 

Anyone uninterested in auto enrolment can opt-out of your pension scheme. Employees have one month 

to opt-out from the date of receiving their auto enrolment letter or from the date they become active 

members of the scheme. After opting out, you must stop deducting their contributions. 

Opt-ins and new starters 

Employees who are not eligible for auto enrolment can opt-in and are entitled to an employer 

contribution. Those who earn under a certain amount are entitled to join a pension scheme although 

there is no legal requirement for you to pay a contribution, but you can if you choose. 

Re-enrolment 

Every three years, you must conduct a review in order to auto enrol or re-enrol any employees who are 

not members of the pension scheme or anyone who has opted out. This applies to all employees. 

Record keeping 

You must keep up-to-date records about your employees, including those who you’ve enrolled and when 

they were enrolled, information about your pension scheme, and the contributions you are paying. These 

must be kept for a minimum of six years (except for records of opt-outs which you must keep for four 

years). 

SO WHAT ARE YOUR CHOICES? 

Auto Enrolment solutions 

As an employer, it is your responsibility to bear the administrative burden of removing contributions 

from each employee’s wages and putting them into their pension. 

Getting this wrong is a very serious issue – with heavy fines of up to £500 a day (£10,000 for larger 

businesses). Do not expect pension providers to help you, the responsibility is yours. Ensure your payroll 

system is completely accurate so your workers get the right amount of pension contributions for their age 

and earnings. 



Middleware 

Some large companies, who are already beyond their staging date, are using technology called 

‘middleware’, which is a link that sits between their payroll and pensions provider. This fully automates 

and outsources your auto enrolment. Most major pension providers use middleware (except NEST). 

Auto enrolment software 

A growing number of businesses are turning to new standalone auto enrolment software to get employees 

auto enrolled. Employee details can be gathered and processed in just a few clicks and the risk of a 

mishap and the high bill that can come with pensions administration can be reduced. 

Professional Advisor 

Accountants, like My Controller, pension providers, financial planners and some payroll providers will be 

able to help you navigate through your responsibilities and the decisions that you face as an employer. 

THE PLAN TO GET IT DONE 

Action Plan for Automatic Enrolment 

You need to create or work with someone to put in place a 12 to 18 month plan of action.  We suggest 

that in most cases, 12 months is optimal. 

Below is a check list that starts at 18 months. 

Employer checklist 

This checklist highlights some of the key stages in preparing for auto-enrolment. 

Step 1 

Establish your staging date 

 18 months from staging date 

 Check if you can use your existing pension scheme(s) for auto-enrolment 

 Appoint a project manager to take ownership of auto-enrolment 

 Allocate time to read and understand the auto-enrolment regulations 

 Estimate how much auto-enrolment will cost in contributions 

 Establish a budget for implementation 

12 months from staging date 

 Choose the pension scheme you will use for auto-enrolment 

 Plan your scheme strategy; contractual enrolment or auto-enrolment 

 Consideration of postponement 

 Check you have received your twelve month letter from The Pensions Regulator 

 

 

http://www.thepensionsregulator.gov.uk/employers/tools/staging-date.aspx
http://www.tptae.org.uk/about-the-pensions-trust/can-the-pensions-trust%E2%80%99s-schemes-be-used-for-auto-enrolment.aspx
http://www.tptae.org.uk/about-the-pensions-trust/what-pensions-does-the-pensions-trust-offer.aspx


10 months from staging date 

 Identify which employees will be eligible for auto-enrolment 

 Review how much auto-enrolment will cost against differing definitions of pensionable pay 

 Review your implementation and contribution budgets for auto-enrolment 

 Review any legislative changes and trends in the auto-enrolment market 

 Engage with auto-enrolment middleware providers 

 

6 months from staging date 

 Decide who will provide your auto-enrolment middleware systems and begin implementation 

 Work with your auto-enrolment system provider to create your auto-enrolment communications  

 Data collection and cleansing of your HR/payroll databases 

 Decide your contribution structure and plan time for consultation if necessary 

 Engage with the pension provider to ensure that your scheme is set up as required 

 Ensure you are familiar with the pension provider’s auto-enrolment processes 

 1 month from staging date 

 Final checks and preparations 

 Test (dummy) assessment run in preparation for your staging date 

 From the dummy assessment, perform a test run of your auto-enrolment communications 

 Ensure delegates who run the auto-enrolment assessments are fully trained 

 Staging date 

 Enrol all eligible workers who are not in a qualifying workplace pension scheme 

 Communicate to the whole workforce by the end of the joining window 

 Take deductions through payroll without paying them to the pension provider until the opt out 

period has expired 

 Post Staging date 

 Re-assess your workforce every pay reference period 

 Issue your necessary and regulatory auto-enrolment communications each pay reference period 

 Self certify that your scheme meets the auto-enrolment criteria 

 Register for auto-enrolment with The Pensions Regulator 

 

 

 

 

 

http://www.tptae.org.uk/about-auto-enrolment/what-are-the-categories-of-jobholder.aspx


Framework plan from the Pension Regulator 

My Controller uses the exact framework from the pension regulator to help make sure that you are both 
ready. We also help you navigate through your decisions and obligations in an effective way, looking for 
opportunities to save you time & money. 

 

 

 

 

 

 

SOME OPTIONS TO SAVE TAX 

Salary Sacrifice and Pensions – What is it and what are the benefits? 

In return for the employee consenting to a fixed reduction to their salary, the employer contributes that 

amount to the employee’s pension. It is important that the terms of the employee’s contract are actually 

varied, and that both parties consent, for the arrangement to be valid and the savings to apply. This could 

be achieved by an employer issuing revised contractual terms that would apply unless the employee 

“opted out” of the arrangement, a negative affirmation basis. Once up and running, a salary sacrifice 

arrangement will provide some very worthwhile benefits: 

 a 13.8% saving on National Insurance Contributions (NIC) for the employer for earnings above 

the secondary threshold (£7,956 for 2014/2015) 

You have 12 

months left 

Your staging 

date 

Your 
declaration 

deadline 



  a 12% NIC saving for an employee exchanging salary between the primary earnings threshold 

and the upper earnings limit (£7,956 to £41,865 for 2014/2015) 

 A 2% NIC saving for an employee exchanging salary above the upper earnings limit (£41,865 for 

2014/2015) 

Salary Sacrifice and Auto Enrolment – Specific Considerations 

The benefit of using salary sacrifice with pensions continues to be available with auto enrolment. 

However, employers need to take account of some specific considerations and will require guidance in 

setting up and running the two processes together. This is because one process does not require active 

partcipation by the individual whereas the other does. 

Must not be conditional  

An employer cannot make salary sacrifice a condition for enrolment into the scheme. This means 

employers will need an alternative joining process for jobholders who don’t wish to use salary sacrifice. 

The employer may also have jobholders where it has identified that salary exchange wouldn’t be 

appropriate. 

Basis for contributions  

If an employer is using qualifying earnings as the basis to calculate contributions, a reduction in salary will 

mean a lower basis on which to base minimum contributions. Alternatively, if contributions are based on 

pensionable pay, the scheme rules/governing documentation will determinate the contribution basis – 

this could be the pre-sacrifice reference salary. 

Impact of opting out 

Automatically enrolled jobholders have the option of opting out of the pension scheme within one 

month. This means that where a salary sacrifice arrangement has been used with automatic enrolment, the 

jobholder’s salary should be returned to its previously higher level. 

Fortunately a relaxation of the previous rule by HMRC in this context will enable an employer to revoke a 

salary exchange arrangement and return the jobholder’s salary to its previously higher level without having 

to wait one year to do so. 

Possible Disadvantages 

One possible disadvantage of salary sacrifice may apply to employees who are provided life cover by their 

employer.  If your life cover is calculated as a multiple of your salary then the salary sacrifice scheme 

could have a negative impact on the value of the life cover. 

Another possible problem with the salary sacrifice scheme may affect employees who leave the scheme 

less than two years after joining.  In these circumstances the schemes offer to refund contributions made 

by the employee. However under salary sacrifice the employee has not made any contributions and 

therefore receives no refund. 

The salary sacrifice scheme can also have an impact on an employee’s ability to borrow money. Under the 

salary sacrifice scheme employees will have a lower income to demonstrate they can make repayments to 

money lenders. Employees who wish to obtain a mortgage may find it is not advantageous to agree to a 

salary sacrifice scheme in the short term. 



The additional state pension an employee receives can also be affected by the salary sacrifice scheme. If 

an employee has not been contracted out of the additional state pension by their pension scheme, then 

agreeing to a salary sacrifice scheme may reduce the contributions being made to the additional state 

pension. 

Summary 

Auto enrolment presents a huge challenge for your business. You will need to understand your automatic 

enrolment duties, the impact on your business and the changes you will have to make. 

We can help you with this challenge. We offer a range of services which will help you to understand and 

prepare for automatic enrolment. By starting to plan now, we can help you to mitigate the costs and 

minimise the disruption to your business. 

The good news is that with the right plan you can manage the process, your cash-flow, and continue to 

focus on your core business. 
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Disclaimer 
 

Tax Rules are subject to change. 

 

Whilst every effort has been made to ensure that all information is accurate and up to date, My Controller 

cannot be held responsible for any loss incurred as a result of the use of this information. 

 

My Controller recommends that proper professional advice be sought before any action is taken. 

 

Call us today for a free consultation 


