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Welcome to Bulletin 98 | February 2019
In this issue we focus on:
l Increased Personal Allowance
l Workplace Pension Contributions

With worry and uncertainty clouding so much of the political and economic landscape just now, this must be an 
ideal time to look forward to the lightening of the income tax burden that’s arriving for many, in just two months’ 
time. Its also the right moment to give a ‘heads up’ on the changes to Workplace Pension contributions that are 
to take effect on 6th April.

Increased Personal Allowance
The improvement in Personal Allowance announced last October comes into effect in less than two months’ 
time. On 6th April, Personal Allowance will increase from £11,850 to £12,500. For many taxpayers, the benefit 
of this £650 Allowance improvement will be boosted by the simultaneous £3,000 widening of the Basic Rate tax 
band, which expands from £34,500 to £37,500 for the 2019/20 tax year. These combined improvements push the 
threshold for 40% income tax back to £50,000. 

For those in drawdown and thereby in some control of their tax-year income, these April improvements in Allowance 
and tax-band width could represent an income tax saving of up to £60 per month, providing total tax-year income 
is under £100,000. Where total assessible tax-year income exceeds £100,000, the improved Personal Allowance 
is progressively cut back at the rate of £1 for every £2 of income above the £100,000 limit. 

Whilst considering the 2019/20 tax-year, careful perusal of this year’s reliefs, allowances, drawdown and 
reinvestment opportunities will often deliver rewards.

Workplace Pension Contributions
The 6th April 2019 will bring another change in employment costs – and employee take-home pay. Workplace 
Pension Scheme membership covers all employees aged at least 22 and under State Pension Age and earning 
over £10,000 per annum. All sponsoring employers – and all employee scheme members, are to encounter a 
compulsory minimum contribution increase, effective from the beginning of the new tax year. 

On the 6th April last year, the first of three minimum contribution step-changes for Workplace Pension Schemes 
came about. Last April’s increase eased employer’s minimum contributions up from 1% to 2%, whilst employees’ 
minimum contributions went up from 1% to 3%, of Qualifying Earnings (£6,032 to £46,350 for 2018/19). This year, 
a further step-up in minimum contribution will be required. With effect from 6th April 2019, the employer minimum 
contribution is to increase from 2% to 3%, whilst employees’ minimum contribution is to rise from 3% to 5%, of 
Qualifying Earnings (£6,136 to £50,000 for 2019/20).

This year’s increase in employer contribution will mostly be viewed as another unwanted but unavoidable 
employment expense. However, this necessary stoicism may not be displayed by every employee member –  
and although the impact on take-home pay will be softened by income tax relief, Personal Allowance increase  
and perhaps employer pay reviews, the opt-out route may be tempting to some. The reality has been that 
employees in minimum contribution schemes will have transited from contributions of 1% of Qualifying Earnings 
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to contributions of 5% of Qualifying Earnings over the 13 months of March 2018 to April 2019. 

No-one doubts that contributions at these higher levels will be entirely necessary if employees are to accumulate 
worthwhile pension pots over their working lives – but meeting the cost is another matter. Should the necessary 
Workplace Pension contribution increase result in a surge in member opt-outs then a fresh government and 
industry campaign will surely be needed. 

Workplace Pensions have thus far been an enormous success, doubling the number of private sector employees 
who are saving for their retirement within employer sponsored Schemes. In 2012 (when Workplace Pensions 
came into being), just 32% of private sector employees were saving in an employer’s scheme. By 2018, this 
participation level has grown to 67%. Auto-enrolment has been the key. However, this participation success has 
been greatest amongst those paying 2% or less of their Qualifying Earnings. Last year’s increase to 3% didn’t 
damage membership participation – but winding this up to 5% may not be so easily accepted. 

When an employee looks at listed deductions from gross pay, its easy to forget that contributions into their 
Workplace Pension account (both their own and their employers) accumulate for the sole benefit of the  
member – and that this pension ‘pot’ will follow the member throughout their working life, irrespective of where 
that takes them.

And remember that it’s ‘a self-preservation society’ for anything approaching an adequate retirement income.
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