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Workplace pensions – the transfer of responsibility from State to employer
Things are hotting up on Workplace Pensions. Three months ago, the biggest change for over 30 years
to the country’s workplace pension systems got underway – and between now and the Autumn of 2018,
11 million people, working for over 1 million employers will be automatically enrolled into their employers
Workplace Pension Scheme.

This transference of responsibility, from state to employer, of employee pension provision, has already
been adopted by the country’s largest employers. But at a pre-determined point within the next 5 years
every employer must adopt the new regulations. As the months role on, the number of companies that
will reach their ‘Staging Dates’ (the date by which they have to comply with auto-enrolment Workplace
Pension legislation) will become ever greater.  According to The Pensions Regulator, between the Autumn
of this year and the Spring of 2014, about 12,500 companies per month will reach their Staging Date
and must fall into line with their new schemes. By the end of 2015, that number will have grown to 40,000
per month! Now that’s an awful lot of companies putting their new pension schemes into place.  Advice
and administration services seem likely to become very stretched.  

At PML we’re already engaged in advising and installing schemes for employers who have grasped the
nettle.  So although it’s tempting to delay any action that involves both cost and change to company
structures, the sooner this particular challenge is addressed, the greater the involvement and support
of the workforce is likely to be.

The Government’s Flat Rate Pension proposals
The scene setting for Workplace Pensions has been going on for some while – aided, earlier this month,
by the Government’s announcement of its intention to abolish both the second tier of State Pension and
means-tested Pension Credit, within 5 years and replace the current system with a simple Flat Rate
Pension of £144 per week in today’s terms. The Government’s White Paper, detailing these changes, is
certain to pass into legislation – for without the elimination of State Pension ‘means testing’, auto-
enrolment into Workplace Pensions would fall at the first hurdle. It would of course be unjustifiable to
coerce lower paid workers into a contributory Workplace Pension Scheme, when the pension benefits
so generated would otherwise be provided freely by the State!

Now as companies move into gear with their Workplace Pension initiatives, it quickly becomes apparent
that a contributory auto-enrolling pension scheme for the benefit of most of the workforce cannot be
considered in isolation. The fundamental importance of the obligatory changes may trigger the necessity
to review many areas of company activity, performance, profitability and existing employee salary and
benefit packages.
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Many employers will already have one or more existing pension schemes. These can’t be ignored, for
they may be suitable for adaption into a qualifying Workplace Pension Scheme – or may, at cost to the
company, fund benefits for specific company employees. The construction, merit and suitability of these
existing schemes must be determined before any new Workplace Pension Scheme can be put in place
– not just because of the importance of existing benefits but for the future value to the Company of
administrative simplicity.

Moving on from the many pressing issues surrounding Workplace Pensions, it’s important to remember
that only 8 weeks remain of the current Tax Year.

With the nations finances in a mess – and still going in the wrong direction, the likelihood of the
Chancellors 20th March Budget bringing good news seems to be remote.

Making the most of existing tax saving opportunities
It’s therefore right that we remind ourselves of the need to make the most of existing tax saving
opportunities open to us. So, those not to be missed include:

l ISA Allowances:  £10,860 this year (of which a maximum £5,340 can be in a Cash ISA)

l Personal Allowances: <65 £  8,105 
(*subject to Income limit of £100,000) 65-74 £10,500* }Age Allowance

>74 £10,660* }limit - £25,400

l CGT Exemption £10,600

l IHT Annual Exemption £  3,000

Making the most of existing pensions opportunities
And now Pensions:
l Allowable Contributions:

The £40,000 maximum Annual Contribution limit comes into effect on 6th April 2013. At the moment,
the Annual Contribution limit stands at £50,000. This means that those intending to make significant
contributions into their Scheme soon, should seek our advice straight away. Existing scheme members
can backtrack over any contribution shortfalls from the previous 3 years – and thus make a contribution
of up to £200,000 a possibility.

l Higher Rate Relief – and more:
Personal contributions paid before the end of a Tax Year continue to represent a unique savings
opportunity for many UK taxpayers. Personal contributions of up to 100% of “relevant UK earnings”
entitle UK taxpayers to claim relief of up to 50%. Those with total income in excess of £100,000 who
lose their Personal Allowance, could make a pension contribution to bring their taxable income below
£100,000. This attracts income tax relief of up to 60% on that element of contribution that falls within
the earnings between £100,000 and £116,200.
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l Child Benefit Tax Charge
Pension contributions can be highly relevant for those earning above £50,000 and are destined to
lose their Child Benefit by means of additional tax charge. The value of Child Benefit is lost completely
once earnings exceed £60,000. It therefore follows that the reduction of taxable earnings below
£50,000, by means of an additional pension contribution, would very effectively avoid the new Child
Benefit tax charge.

l Capped Drawdown:
Members with ‘earned income’ and in partial Drawdown might typically limit their drawdown income
to a level that avoids excessive loss to tax. Consideration could, however, be given to the deliberate
uplift of undrawn but available pension, within the Tax Year and for the investment of resulting surplus
income as an Allowable Contribution. Fresh ‘uncrystallised’ pension funds would thus amass, from
which further Cash Lump Sum and Drawdown entitlement will arise.

Geoff Stait
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