Auto enrolment
– a brief guide

Too many people are relying on the State Pension to provide an income for a
longer, more active, retirement – something it was neither intended for nor can
support. With so many people not making any additional financial provision
for their retirement, the government is facing a potential crisis in the not-todistant future and is being forced to overhaul the pension system. One of its
key strategies is the introduction of ‘automatic enrolment’, a programme that
automatically enrols workers into a workplace pension scheme.
This guide can only provide a very brief overview. Although there’s more
information on our website at www.onefinancialsolutions.co.uk, if you’d like
to know how auto enrolment may affect you, either as an employer or an
employee, please call us on 020 3714 9565 for further information.

Auto enrolment
– a brief guide

Introduction

affected new organizations and, specifically, only when
they start to employ people.

Although the UK has a State Pension, it’s generally
accepted as being insufficient to live on comfortably. It
was also introduced when life expectancy averaged about
65 years, some 20 years less than the anticipated average
of 84 years in 2030. With so many people seemingly
oblivious of how this may affect them when they retire, the
government has been forced to intervene.

Despite its name, automatic enrolment is only ‘automatic’
for employees – it is certainly not automatic for employers
as it brings them a list of responsibilities and actions, many
of which are long-term and need either regular or ongoing
attention. For more details, please see our information
sheet, Auto enrolment – 50 actions employers must take.

On 1 October 2012 it became a statutory requirement
for every UK employer, no matter what their size, to
enrol every ‘qualifying worker’ into a workplace pension
scheme – ‘auto enrolment’ had arrived. Historically, ‘some’
employers had offered workplace pension schemes to
‘some’ employees but only as an employee benefit. Auto
enrolment effectively reversed that by putting a legal
expectation on ‘all’ employers to enrol ‘all’ qualifying
workers into a workplace pension scheme.
It’s important to realise that auto enrolment isn’t a
voluntary scheme, it’s a statutory requirement and the
penalties for not fulfilling your duties as an employer are
severe. It’s hoped the change will help millions of workers
finance their own, better, retirement and, by so doing,
reduce their reliance on the state.

How is it implemented?
Automatic enrolment legislation was introduced by The
Pensions Act 2008 and was phased in on a rolling basis,
using PAYE-driven ‘staging dates’, over a five-and-half year
period, starting on 1 October 2012 and ending in February
2018. Since then, implementing auto enrolment has only

Your legal duties as an employer start on the day that your
first employee starts work; a day known as your Duties Start
Date. If you haven’t set up your workplace pension scheme
within six weeks of that date then you’ll be deemed as
being late in doing so. There are four key steps within the
implementation process:
1. Choose a pension scheme – you need to do this as soon
as possible.
2. Decide who needs to be enrolled – do this on your 		
Duties Start Date.
3. Advise your staff – within six weeks of your Duties Start
Date.
4. Register your compliance – within five months of your
Duties Start Date.

“Although the UK has a State
Pension, it’s generally accepted
as being insufficient to live on
comfortably.“

These steps are documented in the Employers
section of The Pensions Regulators website at www.
thepensionsregulator.gov.uk. As an employer it’s essential
that you know exactly what you have to do, and you need
to carefully plan how you’re going to do it as it may take
much longer than you think.

What does it mean for me as an
employer?
The four steps in the implementation process commits
every employer to a number of actions and activities.
Although some are single actions that may only have
to be taken once, others are ongoing activities that may
need resources and mechanisms to be put in place on
a long-term basis to meet them. The responsibilities the
implementation process brings include:
• Setting up a Qualifying Workplace Pension Scheme
• Assessing your workforce
• Enrolling those staff who qualify into the scheme
• Honouring your commitment to other members of staff
• Submitting your declaration of compliance
• Making employer contributions to the scheme
• Deducting your employees’ contribution from their 		
salary
• Administering the scheme on a long-term basis
• Keeping records for six years
• Setting up a Qualifying Workplace Pension Scheme
You’ll have to put in place a Qualifying Workplace
Pension Scheme, or ‘QWPS’, which is a pension scheme
that qualifies for auto enrolment. If your company
already has a workplace pension scheme you must make
sure that it can be used for auto enrolment. If it can’t
be used, you’ll need to have it modified or you’ll have to
find an alternative scheme to use, either in tandem or,
possibly, as a replacement for your existing scheme.
• Assessing your workforce
Every member of your staff, either full-time or part-time,
who is not already a member of a workplace pension
scheme, qualifies for auto enrolment if they normally
work in the UK, are aged between 22 and State Pension

“As an employer, it’s essential
that you know exactly what you
have to do, and you need to
carefully plan how you’re going
to do it as it may take much
longer than you think.“
age and earn more than an ‘earnings trigger’* set by
the Department of Work and Pensions. However, it’s
not quite as simple as that – auto enrolment legislation
also gives some staff, who are not eligible for automatic
enrolment, the right to either ‘opt in’ to your QWPS or
‘join’ a pension scheme. For more details, please see our
information sheet Auto enrolment: worker classification.
• Enrolling those staff who qualify into your QWPS
Having assessed your workforce, you must write to
each of them to explain how auto enrolment legislation
applies to them and, if they are classified as an ‘Eligible
Jobholder’, enrol them into your QWPS. You’ll need
to explain the contributions to the scheme that both
you and each individual employee will be making, how
this will happen along with other rights they have, for
example, how they opt out of the scheme if they want to.
• Honouring your commitment to other members of staff
Apart from automatically enrolling ‘Eligible Jobholders’
into your QWPS, you may have members of staff who are
classified as either ‘Non-eligible Jobholders’ or ‘Entitled
Workers’. Non-eligible Jobholders have the right to ‘opt
in’ to your QWPS under the same terms and conditions
as Eligible Jobholders. Entitled Workers have the right to
‘join’ a pension scheme – although it’s important to note
that it does not have to be your QWPS nor do you have
to make an employer’s contribution to their pension pot.
• Submitting your declaration of compliance
Within five months of your duties start date, you must
submit a declaration of compliance to The Pensions

Auto enrolment: workforce eligibility categories
Annual* earnings thresholds

Ages 16 to 21

Age 22 to State Pension age

State Pension age to 74

Less than or equal to £6,136

Entitled

Entitled

Entitled

Over £6,136 but not more
than £10,000

Non-eligible

Non-eligible

Non-eligible

Over £10,000

Non-eligible

Eligible

Non-eligible

* Tax year 2019-2020. These figures are issued by the DWP; there are slight variations in the actual figures depending on pay frequency.

Regulator, setting out what you’ve done and confirming
that you’ve met your legal obligations. The declaration of
compliance is made on The Pensions Regulator’s website.
• Make employer and employee contributions to the 		
scheme
The government specifies the total minimum contribution
to the scheme, along with the minimum contribution
the employer has to make, as set percentages of the
jobholder’s ‘pensionable earnings. Although this means
the employee is expected to make up the balance,
for simplicity, some employers may choose to pay the
full amount. However, some defined contribution
schemes may not use ‘qualifying earnings’ to determine
‘pensionable earnings’ and in these cases the total
minimum contribution may vary. For more details, please
see our information sheet Auto enrolment: contributions.
• Administer the scheme on a long-term basis
Apart from continuing to make regular contributions to
the scheme, you must monitor the ages and earnings
of your staff as changes to either may cause them to
become eligible or ineligible. You’ll have to give staff the
opportunity to opt out of the scheme and re-join it if they
want to. Every three years you’ll have to automatically
re-enrol any member of staff who has opted out, forcing
them to choose whether they stay in or opt out again.
You’ll also need to re-declare compliance to The Pensions
Regulator.
• Keep records for six years
You’ll need to keep auditable records about your staff
and your QWPS for up to six years.
Much of the documentation you need is available on The
Pensions Regulator’s website. In addition, we’ve created
three information sheets which list the actions you need to
take as an employer, how to classify your workforce and
the level of contributions you and your employee should
make, all of which are available on our website. We can
also provide expert advice and practical help if you need it.

How do I get the best QWPS?
The legislation introduced on 1 October 2012 means that
every employer will need a ‘qualifying workplace pension

“If you don’t have a pension
scheme you’ll be expected to
get one; if you do have one it
may need to be adapted and,
if that’s not possible, you may
have to find a new one.“

scheme’, a ‘QWPS’, that satisfies statutory requirements. If
you don’t have a pension scheme you’ll have to get one; if
you do have one it may need to be adapted and, if that’s
not possible, you may have to find a new one. But what do
you look for and, just as importantly, how do you decide if
it’s the best scheme for both you and your staff?
To be classed as a QWPS, the scheme must satisfy a
number of ‘qualifying criteria’ and ‘minimum requirements’
which are set out in the legislation, for example, the
scheme must be registered for tax in the UK and must
stipulate that the total minimum contribution of the
scheme is met (depending on the employer’s definition of
what constitutes ‘pensionable earnings’). In truth, pension
scheme providers will advertise their pension schemes
appropriately but it will certainly help if you know what the
qualifying criteria and minimum requirements are.
Apart from the schemes offered by the ‘traditional’ life
and pension scheme providers, there are a number
of contemporary schemes such as NEST (National
Employment Savings Trust), an independently-run DC
pension scheme created by the government; NOW:
pensions, NEST’s rival, and the not-for-profit People’s
Pension.
All pension schemes are subject to stringent legal
requirements about their governance. How they are run
and administered is the role of the scheme’s trustees, their
principal responsibilities being to protect their members’
interests and provide good-quality pensions.
Whilst this can only be a good thing, it doesn’t mean the
scheme is appropriate for either you or your staff.
To help you make such an important decision you need a
detailed assessment of the scheme; you need one where
the fund chosen is performing well against other, similar
funds and, possibly, a bench mark; that its attitude to risk
is compatible with your staff’s profile and that the charges
levied by the pension scheme provider are competitive.
Undertaking such an assessment isn’t easy to do unless you
have a thorough technical understanding of pensions and
the pensions’ market – as a firm of independent financial
advisers we can certainly help.

Can I postpone auto enrolment?
Employers can postpone auto enrolment of some, or
all, of their staff for up to three months, an option that
introduces a degree of flexibility into a somewhat rigid
procedure. It gives employers the opportunity to align
their auto enrolment duties with their business and payroll
commitments.
You can only postpone auto enrolment from your Duties
Start Date, a staff member’s first date of employment or the
date they meet the age and earnings criteria of the scheme
they are joining – it is not a handy loophole that can be
used either to delay putting a workplace pension scheme
in place or complying with the legislation.

How do staff ‘opt in’ or ‘join’?
Auto enrolment legislation means that every member of
your workforce is assessed using their age and earnings.
Those who meet specific criteria are deemed to qualify as
an ‘eligible jobholder’ and must be automatically enrolled
into your QWPS – but the same legislation also offers those
staff who don’t qualify the opportunity to either ‘opt in’ as a
‘non-eligible jobholder’, or ‘join’ as an ‘entitled worker’. It’s
important to be aware that ‘opting in’ and ‘joining’ do not
mean the same thing and that the difference is significant.
• Non-eligible jobholders
If the person is assessed as being a ‘non-eligible
jobholder’ they have the right to ‘opt in’ to your QWPS. It
means they have the right to be included in the scheme
under exactly the same terms and conditions as those
who qualify as ’eligible jobholders’.
• Entitled workers
If they are assessed as being an ‘entitled worker’ they
have the right to ‘join’ a pension scheme – but it doesn’t
have to be your QWPS and you don’t have to pay an
employer contribution.
Your duties as an employer means you must write to every
member of your workforce to advise them whether or not
they qualify for automatic enrolment and, if they don’t, you
have to tell them about their rights to either opt in or join
allowing them to make the decision.

“It’s illegal to try to influence
your staff to opt out of your
QWPS.“

How do staff ‘opt out’ or leave the
scheme?
Any member of staff has the right to leave your QWPS
at any time and for any reason. If they have been
automatically enrolled into the scheme they can ‘opt out’
but must do so during the month-long ‘opt-out period’ that
follows their automatic enrolment if they want to receive a
full refund of any contribution they may have made.
During the opt-out period the person must give their
employer a valid ‘opt-out notice’ which can be obtained
from your QWPS provider. To be valid, the opt-out notice
must be completed and a series of statements and warning
declarations signed. It’s illegal to try to influence your staff
to opt out of your QWPS.
Staff can still leave the scheme after the opt-out period has
finished, for example, they may leave your employment.
In this case they are deemed to ‘cease active membership’
and their leaving the scheme follows the procedure agreed
with the pension provider when the scheme was set up.
Any one leaving the scheme, either by opting out or
ceasing membership, has the right to re-join the scheme if
they change their mind – and every three years you must
automatically re-enrol any member of your staff who chose
to opt out of the scheme.

Auto re-enrolment and re-declaration
Employers are required to re-assess any eligible jobholder
who:
• chose to ‘opt out’ of the scheme during the month-long
opt out period that followed auto enrolment,
• left the scheme after the opt out period and ‘ceased 		
active membership’,
• chose to reduce their contribution so that the total 		
contribution fell below the minimum required by the 		
QWPS.
If one of these events took place more than 12 months
before your ‘re-enrolment date’ (see below) and the person
qualifies as an eligible jobholder, you must automatically
re-enrol them back into your QWPS. If the event happened
within the 12 months preceding your re-enrolment date
you have the option of re-enrolling them if you want to,
but you’re not legally required to do so.

Re-enrolment date
Automatically re-enrolling any eligible jobholders you
employ takes place on your re-enrolment date. If you don’t
need to automatically re-enrol any staff you don’t need a
re-enrolment date – and that means that the first thing you
should do is carry out an informal re-assessment of your
staff as the outcome will determine the course of action
you take.
As an employer you are free to choose your re-enrolment
date but it must fall within a period of time three calendar
months either side of the third anniversary of your original
staging date or Duties Start Date. So, for example, if your
Staging / Duties Start Date was 1 August 2020, the third
anniversary will be 1 August 2023 – three months before
is 1 May 2023 and three months after is 31 October 2023,
which means you can choose any date between 1 May
2023 and 31 October 2023 as your re-enrolment date.
This six-month period gives a window of opportunity
that allows you to choose a re-enrolment date that is
compatible with your organisation’s business calendar, for
example, you may want it to coincide with a staff pay date
or avoid a seasonal peak in activity.
Once you have chosen your re-enrolment date, every
member of staff who qualifies for automatic re-enrolment
must be re-enrolled on that date. If you do need to
automatically re-enrol eligible jobholders back into your
QWPS, the re-enrolment date you choose also determines
the date by which you have to submit your re-declaration
of compliance to The Pensions Regulator.

Re-declaration of compliance
All employers must re-declare their compliance with auto
enrolment legislation every three years, however, whether
or not you have to automatically re-enrol staff affects the
date by which you have to do so. There are two options:
1. If you are not automatically re-enrolling staff, you must
submit your re-declaration by the day before the date
of the third anniversary of your original 			
declaration of compliance (note: not your re-			
enrolment date).

“The Pensions Act 2008 gave
statutory objectives to The
Pensions Regulator which has
responsibility for maximising
compliance with auto enrolment
legislation. Every employer,
no matter what their size, is
expected to comply with the
legislation.“

2. If you are re-enrolling staff, you must submit your redeclaration within two months of your re-enrolment 		
date.
Re-declaration of compliance is a mandatory duty; failure to
complete it on time could lead to fines and prosecution.

What if I don’t do anything?
Then you’re probably going to be in trouble! The
Pensions Act 2008 gave statutory objectives to The
Pensions Regulator, the UK’s regulator of work-based
pension schemes, which has responsibility for maximising
compliance with auto enrolment legislation. Every
employer, no matter what their size, is expected to comply
with the legislation.
If you haven’t understood your duties, or haven’t been able
to comply with them, The Pensions Regulator will provide
support to help you – but if you’ve ignored your duties
they can use their statutory powers to force you to comply
which could prove expensive as the penalties for ‘doing
nothing’ are severe. Compliance is encouraged by a series
of penalty notices: first you’ll receive a statutory compliance
notice and, if you don’t comply with its requirements, this
will be followed by a series of penalty notices ranging from
a one-off Fixed Penalty Notice of £400 to a daily fine of
between £50 and £10,000 under an Escalating Penalty
Notice.

How can One Financial Solutions help?
Unfortunately, automatic enrolment is only ‘automatic’
for your staff – it is not automatic for you, their employer.
Although it’s a simple concept it can be a time consuming
and expensive exercise, both to set up and then administer
on a long-term basis.
We can help you plan and implement everything necessary
to ensure you comply with auto enrolment legislation
and meet your legal obligations. If you have a workplace
pension scheme, we’ll review it to make sure it fulfils the
requirements of a QWPS and, if necessary, recommend
any changes that may be needed. If it can’t be used, or
you don’t have a pension scheme, we’ll recommend the
best possible scheme for you and your staff and, as a firm
of independent financial advisers, we’ll select one from the
whole of the financial services marketplace.
More than that, if you’d like us to administer the entire
scheme for you, we can do that too.
So, if you’re looking for specific help with auto enrolment or
just want advice on the subject, please call us on 020 3714
9565 or ask us to call you by sending an email to admin@
onefinancialsolutions.co.uk.
Additional information
For further information and specific financial data
relating to the current tax year, please visit our
website at –
www.onefinancialsolutions.co.uk

One Financial Solutions is here to help you.
We advise on a wide range of financial services including protection for both you and your business, general and business
insurance, savings and investments, commercial finance, pensions and auto enrolment, employee benefits, profit extraction and
mortgages: our aim being to provide you with ‘one solution’ for all your financial needs.
We provide truly independent financial advice, sourced from the whole of the financial marketplace, for individuals and
commercial businesses throughout the United Kingdom.
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.
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