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The Pensions Act 2008 requires employers to make regular contributions to the pension scheme used for staff who have 
been either automatically enrolled or have chosen to opt in to it.  As with any pension scheme, as an employer you have 
a legal obligation to ensure that the contributions you make, both yours and those on behalf of your staff, are correct. 
However, working out the correct contribution depends on the particular pension scheme you have and can be a very 
complex subject.

Contribution levels 
 
The act specifies two levels of contribution that must be made, these being the ‘total minimum contribution’ and the 
‘employer’s minimum contribution’ – the balance, the difference between the two, is the jobholder’s contribution.  The 
contribution levels are set to increase each year, rising to a total minimum contribution of 8% from 6 April 2019. 

* Note: only the total minimum and employer’s minimum rates are specified, the jobholder paying the balance. Tax relief is available.  

Auto enrolment: contribution levels

Contributions made to pension schemes are based on an 
individual member’s ‘pensionable earnings’ which, under 
auto enrolment legislation, are calculated using their 
‘qualifying earnings’.  A jobholder’s qualifying earnings 
consist of their salary or wages, overtime, bonuses, 
commission, statutory sick pay, statutory ‘family leave’ 
and adoption pay, and will have already been used to 
determine whether or not they qualify for auto enrolment.  

A ‘qualifying earnings band’ is set each year by the DWP 
using a ‘lower’ and an ‘upper’ ‘earnings threshold’.  For 
tax year 2020-21, the lower earnings threshold is £6,240 
per year whilst the upper threshold of £50,000 per year 
remains unchanged.

Only that part of a person’s earnings that fall within the 
qualifying earnings band count towards their pensionable 
earnings.  For example, if their qualifying earnings are:

• below the lower earnings threshold of £6,240 per   
 year, they are classified as an ‘entitled worker’ and   
 are not eligible for auto enrolment 

• £15,000 per year, their pensionable earnings are   
 £8,760 (£15,000 – £6,240) 

• £55,000 per year, their pensionable earnings are   
 £43,760 (£50,000 – £6,240)
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Auto enrolment
– contributions to your scheme



Defined contribution scheme certification

An employer may have, or may want to use, a scheme that does not use ‘qualifying earnings’ to determine ‘pensionable 
earnings’.  In this case the employer can certify the scheme meets alternative defined contribution requirements providing 
the scheme rules explicitly state:
 

Tier / Set 1: when all basic pay counts as pensionable earnings

The total minimum contribution rises each year to a minimum contribution of 9% (from 6 April 2019) of the scheme’s 
definition of pensionable pay, provided at least basic pay (from £1) is pensionable; from 6 April 2019 at least 4% must be 
the employer’s contribution. 

Tier / Set 2: when pensionable pay is more than 85% of total pay

The total minimum contribution rises each year to a minimum contribution of 8% (from 6 April 2019) of the scheme’s 
definition of pensionable pay, provided that pensionable pay constitutes at least 85% of earnings; from 6 April 2019 at 
least 3% must be the employer’s contribution.
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Tier / Set 3: when total pay is pensionable

The total minimum contribution rises each year to a minimum contribution of 7% (from 6 April 2019) of earnings, 
provided that all earnings are pensionable; from 6 April 2019 at least 3% must be the employer’s contribution.

* Note: only the total minimum and employer’s minimum rates are specified, the jobholder paying the balance. Tax relief is available.  

* Note: only the total minimum and employer’s minimum rates are specified, the jobholder paying the balance. Tax relief is available.  

* Note: only the total minimum and employer’s minimum rates are specified, the jobholder paying the balance. Tax relief is available.  

Note: all financial values relate to tax year 2020-2021.



Notes



ID: AE CS (v.9) 0221
© One Financial Solutions 2021

One Financial Solutions Ltd is an Appointed Representative of 2plan wealth management Ltd.  It is authorised and 
regulated by the Financial Conduct Authority and entered on the Financial Services Register (www.fca.org.uk) under 
reference 607130.  Registered address: Dorset House, Regent Park, Kingston Road, Leatherhead, Surrey, KT22 7PL.  
Registered in England No: 08141263.

One Financial Solutions is here to help you.  We can help you plan and implement everything necessary to ensure you comply 
with automatic enrolment legislation and fulfil your legal obligations.

If you already have a workplace pension scheme, we’ll review it to make sure it can be used and will recommend any changes 
that may be needed.  If you do need a new scheme, we’ll find one for you and, as a truly independent firm of financial advisers, 
we’ll make sure the scheme we recommend is selected from the entire market and is the best for both you and your staff.

Please call us on 020 3714 9565 for a confidential conversation about how we can help you, or visit our website at  
www.onefinancialsolutions.co.uk for more information.


