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Know your workforce and check your processes

It is important for all employers to understand their new workplace pension duties. The new law means employers will have duties for all of their staff and they will probably have to automatically enrol at least some of them. What an employer needs to do depends on their workers ages and how much they earn. 

This article takes a look at what employers should do between now and the date their duties begin (staging date) so they are both prepared and understand what they need to do.

There is a step by step help for employers available on The Pensions Regulator’s website:  link to employers AE landing page http://www.thepensionsregulator.gov.uk/employers.aspx
The regulator recommends that employers make a quick assessment of their workforce upfront several months before their staging date. This is to get an idea of who they'll have to enrol. It also provides employers with a timely opportunity to check that the data they hold, such as workers full names, dates of birth, contact details and National Insurance numbers is up to date. 

Record keeping

It is an employer’s responsibility to ensure that records are correct and up-to-date. Checking that employee records are current will help an employer later when they need to formally assess their workforce. 
Inaccurate records or missing data can have serious consequences, which can include staff being automatically enrolled at the wrong time, information about automatic enrolment not getting to the staff member, and the wrong amount being paid to staff at retirement. 
Keeping accurate data will help not only at the outset of an employer’s automatic enrolment journey but with their ongoing duties. 
A quick assessment of the workforce

An employer should ask the following two questions:

· Is the member of staff over 22 and under state pension age? 

· Do they earn over £9,440 a year? 

If the answer to both questions is yes, the employer will have to automatically enrol the worker into a pension scheme and make contributions towards it.

Staff aged 16 to 74, earning over £5,668 up to and including £9,440 a year, have the right to opt in to an automatic enrolment pension scheme. This is a similar process to automatic enrolment, and the employer will have to contribute to their pension.

Those aged 16 to 74, who earn £5,668 a year or less, have the right to join a pension scheme. They can only join after the staging date.

Staff aged 16 to 22, who earn more than £9,440, have a right to opt in to an automatic enrolment pension scheme. Again, the employer will have to contribute to their pension if they decide to opt in.
There is an ongoing duty for employers to monitor the changes in age and earnings of their staff. Business software e.g. payroll, will need to be able to alert an employer to any new or existing staff becoming eligible for automatic enrolment.

Automation will help
It is important that an employer checks with their software or payroll provider whether their current systems will work out for them who they have to automatically enrol. Those who don’t have access to the necessary software will need to get it. 

To ensure software does what an employer wants and expects it to do, employers should ask whether the system:

· assesses the workforce 

· allows the use of postponement 

· calculates pension contributions 

· handles opt-in and joining 

· handles opt outs and refunds 

· supports them in generating and issuing letters to staff 

· keeps records and provide reports 

· interoperates with some or all pension scheme provider systems 

Don’t forget that systems need testing. Unfortunately, some employers have learnt the hard way that if you are introducing new software it needs to be compatible with existing systems.  This is why it is important to test that software works well in advance of a staging date. Not doing this can lead to employers facing complications and challenges late in the day that could have been avoided. 

Inducements

No employers, including those who have yet to automatically enrol their workforce, are allowed to encourage staff to opt out of a pension scheme. This is known as 'inducement'. 

An inducement is an action taken by an employer with the sole or main purpose of inducing a person to opt out or cease membership. There are safeguards in place to prevent employers from:

· unfairly treating staff because they decide not to opt out 

· trying to advise staff to opt out 

· not recruiting someone because they don’t agree to opt out. 

There’s plenty more information on the steps employers need to take to prepare for automatic enrolment at www.thepensionsregulator.go.uk   
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