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Introduction 

 

Reform of existing pension contribution schemes to deal with the issue of the UK’s ageing workforce 

has been a long time coming. It was first officially proposed in a government White Paper in 2006, 

whereby the creation of a new, low-cost saving scheme was recommended to encourage workers to 

pay more in to private plans. This was ratified in the Pensions Acts of 2007 and 2008, which confirmed 

the findings of the white paper and also included a stipulation for employers to automatically enroll 

jobholders into a suitable pension scheme. For those lacking either a scheme altogether or one that 

does not meet minimum requirements set out by the government, the National Employment Savings 

Trust (NEST; a not-for-profit public pension provider) was instituted. The Pensions Act 2011 refined the 

legislation and set out a timetable for it to start being enforced.  

 

While this may appear to be a well-structured and straightforward plan, as is familiarly the case when 

new legislation follows a very lengthy consultation process, there remains widespread doubt over the 

practical ramifications this poses to those affected. This is particularly true for those businesses that 

rely on a temporary workforce, including sectors such as manufacturing, construction and leisure. 

Here, we have seen numerous areas of confusion due to the complex nature of the new piece of 

legislation, already explored in the first of our white paper series on the topic. Potential knowledge 

gaps are rife throughout each stage of auto-enrolment, leaving employers in a state of confusion that 

could cost them dearly. This white paper will unbundle the four key stages of the pension process 

where technology could help combat some of the challenges that will undoubtedly arise, not only for 

those with a temporary workforce, but for the British economy as a whole.  

 

The varying eligibility status of every worker makes it near-impossible for businesses to formulate a 

sweeping plan and timetable that applies equally to each individual employee. Instead, they must 

consider every person on a case-by-case basis, understanding and recording exactly how the legislation 

will affect them. For those with temporary workers on the books, this could mean keeping track of 

thousands of people. Doing so manually could never be viable, which means businesses are going to 

have a greater reliance on technology than ever before.   

 

Recruitment and IT are no strangers; as an industry it is one that has been quick to embrace new 

developments. A heavy reliance on platforms such as online job boards and social media means 



 

recruiters tend to be ahead of the game when it comes to technology, but for the wider business 

community this may well be completely new.   

 

Every company in the country has been allocated a staging date by the Pensions Regulator, which 

should be seen as an immovable cut-off point that must be worked towards with immediate notice. 

There is an option for a postponement of up to three-months, but working towards the initial date will 

place employers ahead of the game. For the UK’s largest businesses, they may have already reached 

the point at which they must, by law, enroll every eligible worker into a valid pension scheme. 

Meridian itself has currently undergone the transition and, like many firms that have a mixture of 

permanent and temporary workers on the books, this shift has involved some complex procedures. 

However, it does provide early adopters with the benefit of practical knowledge that can be shared 

with clients and other businesses alike, particularly with regards to the level of preparation involved 

with handling the switch as smoothly as possible. One thing is for certain; the entire process will be 

made far more difficult for those without the assistance of adequate technology designed especially 

for this purpose.  

 

 



 

How to prepare and communicate 

 

Create a plan of action 

The first step to handling pension reform should involve gathering key stakeholders around a table to 

decide a plan of action and explore how technology can assist with each stage. Recruitment agencies 

can be a useful presence during these talks, as many will have already undergone the process and can 

provide valuable insights on a practical level. Whilst planning for its own staging date, Meridian was 

involved in many of these discussions, as well as forming part of an advisory panel with its technology 

partner, Safe, in the development stages of software to handle auto-enrolment.  

 

Darren Bonnor, director at Safe Outsourcing, part of Safe, says: “We asked Meridian’s representatives 

along with some of our other larger agency clients around a table back in early 2012, as soon as we 

started planning how to deal with pension reform. We knew our software would be invaluable to 

recruitment agencies attempting to deal with potentially thousands of workers at varying stages of the 

process and with different eligibility statuses. To make sure we understood their needs, right down to 

the smallest details, we held an open discussion with some of our biggest clients. Meridian’s input was 

essential in designing a solution that was fit for purpose and helped to combat some of the main 

challenges ahead.”  

 

Communicate 

The importance of communication is not limited to those seated around the table during these initial 

conversations. Once the conversation has ended, senior management should formulate a contact 

strategy that works backwards from the identified staging date. With the government posting a range 

of televised, print and radio advertisements about workers’ rights to auto-enrolment, it is only a 

matter of time before employers who have neglected the issue are faced with some difficult questions. 

Therefore, a plan should be implemented to keep all workers informed every step of the way, 

reassuring them that the business is ready to embrace reform. Here, again, technology can be of great 

assistance.  

 

In the first instance, the communication strategy between employers and employees can be as simple 

as scheduling an email to all line managers outlining the staging date and containing guidance on how 

to answer subsequent questions posed by their teams. Most email providers will enable such 



 

messages to be planned in advance of issuing, and firms may choose to appoint just one individual 

charged with drafting and scheduling these important messages in the countdown to auto-enrolment.  

 

The Pensions Regulator has created a series of letter templates to ensure that employers are fulfilling 

their legal obligation to provide necessary information to members of staff via written communication. 

These can be found on the Pensions Regulator website, along with other useful communications 

materials. Software could be introduced to assist with this process, prompting employers to notify 

staff of any updates and simplifies the process of sending hard copies of letters, through the use of 

tools such as mail merge.  

 

http://www.thepensionsregulator.gov.uk/employers/letter-templates-for-employers.aspx


 

Auto-enrolment in practice 

 

The enrolment process 

With a communication strategy taken care of, attention should turn to the logistics of the enrolment 

process. This is where confusion is understandably rife, particularly amongst businesses with 

thousands of workers on the books. Keeping track of the eligibility status of each individual and then 

processing when their contribution is due can be a logistical nightmare without the right technology in 

place. Some software providers are adapting payroll platforms to deal with this, while others are 

introducing new ones that are tailored specifically for this purpose.  

 

Payroll 

Some of the country’s smallest businesses may well currently lack any sort of automated payroll 

system; they simply monitor and process salaries manually. For such companies, auto-enrolment may 

well be the catalyst to move towards a more advanced way of operating. Whether an employer is 

selecting payroll software for the first time or upgrading their existing service, it is vital to explore how 

the system will handle pension auto-enrolment. 

 

Meridian uses software specially designed for this purpose, with the platform handling all payroll and 

statutory responsibilities. These range from the collation of timesheet data right through to wages 

processing and reporting functions. One of the most important elements for a business dealing with 

vast quantities of temporary workers is that the solution is able to support automation of key 

processes across a weekly workflow.  

 

A defining feature of a temporary workforce is that wages can vary dramatically from one payday to 

the next, reflecting the transitory hours worked and the varying rates of pay for each piece of work. 

This makes it almost impossible for those responsible for PAYE and National Insurance to assess a 

worker’s eligibility for auto-enrolment in advance.  Instead, this must be calculated on every pay 

reference period, which would be a laborious and potentially flawed task to complete manually. The 

more efficient option would be to select technology that recognises these challenges and has 

appropriate solutions to deal with them. 

 



 

Eddie Young, legislation and product manager at Safe, explains: “A workforce with a fixed, salaried 

earnings pattern has the advantage of stability of earnings; thus allowing the luxury of assessment 

outside of the payroll cycle. Key to the success of our solution, designed with a temporary workforce in 

mind, has been that the ability to automate the whole assessment process through to the calculation 

and deduction of contributions.” 

 

Interfacing  

Once this essential element is under control, businesses may then question the other requirements of 

their software solution. If desired, there are options whereby the technology can interface directly 

with the pension provider. With a statutory obligation to provide compliant pension schemes to British 

businesses, NEST has the capacity to receive this automated information direct from employers that 

use compatible software. With a multitude of administrative duties placed on employers dealing with 

Pension Reform, automation of this element could well be a highly valued proposition. Other pension 

providers also have the capacity to receive the required information electronically. 

 

The type of data that can be automatically fed to providers includes: 

 Auto enrolment personal details 

 Employee contributions deducted 

 Employer contributions calculated 

 Opt-out information 

  Voluntary opt-in information  

 

The Pensions Regulator also stipulates employers must provide a record of the following information, 

pertaining to jobholders and pension scheme members:  

 



 

 

 

Records on the above must be kept for a six-year period, which means a great deal of data needs to be 

stored by employers. Opting for a software solution that can keep track of such information may well be 

a wise move for those with a vast number of workers they are responsible for.  

 

David Lunt, Head of Relationship Management at NEST, comments: “Automatic enrolment is not just a 

‘one-off’ activity, compliance will need to form part of the regular pay processes and automation is key 

to managing these on-going processes.  

 

“Employers will need to work with their payroll provider and in-house teams to identify which 

categories workers fall into, set contribution levels for different groups of workers and get the ‘right 

data in the right format’ for the pension provider(s) they are working with. Whether you work with a 

third-party software developer, or a payroll provider, NEST has developed online tools that provide 

payroll teams, employers and their advisers with an easy way to share data with us.” 

 

 

A future-proof solution 

Changes to existing legislation may well come further down the line, so employers should be confident 

their payroll software is scalable and flexible enough to ensure compliance. The current regulations 

require businesses to start the enrolment process all over again every three years where an employee 

has chosen to opt out or cancel their membership (unless it was in the previous 12 months). A payroll 

 Name 

 National Insurance number 

 Date of birth 

 Gross qualifying earnings for each pay reference period 

 Contributions payable for the above period by the employer 

 Date any contributions were paid 

And, for jobholders only: 

 Automatic enrolment date 

 Opt-in notice 

 Contributions entitlement for job holder, under the rules of the scheme 

 



 

platform that can track when a person joined the company and at what stage they opted out where 

applicable would be of real advantage to businesses that regularly add new members of staff to their 

books. In addition, the 12-month ‘cooling off’ period that requires employees to wait before they are 

legally allowed to re-enter a scheme after opting out could be a logistical headache. Keeping track of 

when this date is due to pass and automating the process goes some way to easing the burden and 

could be a vital component of the payroll platform.  

 

 



 

What’s on the horizon? 

 

When it comes to recruitment legislation, a great deal can change in the space of one year. The past 12 

months is testament to this fact; forcing the industry to become capable of reacting quickly and 

adequately to regulatory requirements. Historically, technology has been successful at adapting with 

speed, such as was the case when agency workers regulations went live in 2011. With a series of further 

legislative changes in the pipeline, technology and recruitment are set to continue their acquaintance 

well into the future. 

 

The entire British economy - RTI 

From 6th April 2013, HMRC made it an obligation for all employers to report Real Time Information (RTI) 

on their payroll to the department. It means details must be sent to HMRC every time an employee is 

paid, at the time when the payment occurs. What was previously an annual exercise could therefore 

become a daily duty for those in charge of temporary workers who are paid every 24 hours. Manually 

supplying details on tax, National Insurance and other deductions for each individual at such regular 

intervals would be a difficult task for those with small workforces, let alone larger businesses with 

thousands of workers. In addition to the quantity of information required, strict rules exist about the 

quality, and HMRC is well within its rights to reject forms it deems inadequate. In order to ensure the 

process is efficient and accurate, many firms may well choose to use existing payroll software to send 

the information electronically, with providers able to police the quality of this data prior to it being 

dispatched.  

 

For those with temporary workers - Red Tape Challenge 

While RTI is understandably viewed as a headache for many employers, one of the positive elements of 

this particular piece of legislation is its uniformity in being applicable everybody. This is far removed 

from the intricacies of navigating auto-enrolment, with many arguing it would be far simpler had the 

government made the process compulsory for all, with deductions taken directly from National 

Insurance contributions. Initial findings indicate opt-out levels are much lower than anticipated, 

suggesting the British workforce is willing and able to start saving for retirement. The issue of complexity 

may well be considered as part of the government’s reformation of the Conduct of Employment 

Agencies and Employment Businesses Regulations 2003, with a consultation held in March 2013 as part 



 

of the Red Tape Challenge. While the industry waits in hope for a simpler approach to regulation, 

technology can certainly remove some of the burden.  



 

Technology checklist 

 

 

 

 

 

 

 

 

 

 

 

Suggested timeline, in accordance with guidance from the Pensions Regulator 

Immediately /1 year before staging date 

 Host a conversation between main business stakeholders and suppliers 

 Appoint one individual to be charged with drafting and issuing updates regarding auto-

enrolment 

 Ensure the responsible individual is competent with the email software; enroll in training if 

necessary  

 Inform all interested parties of staging date 

6 months before staging date 

 Assess the eligibility of all members of the workforce 

 Review existing pension arrangements and compatibility 

 Continue communication with the workforce 

 Assess suitability of existing payroll software to handle changes 

During staging/beyond 

 Automatically enroll eligible jobholders onto a pension scheme 

 Keep accurate records of all workers, to be provided to the Pensions Regulator 

 Ensure the necessary employer contributions are made 

 Maintain communication links with eligible jobholders 

 Prepare for regulatory changes 

 



 

Glossary 

Eligible jobholder: 

A jobholder who is aged between 22 and state pension age and has qualifying earnings above the 

earnings trigger for automatic enrolment. 

 

Entitled worker: 

A worker who is aged between 16 and 74, is working or ordinarily works in the UK under their contract 

and who does not reach the primary earnings threshold. 

 

Defined Benefit (DB) scheme: 

A Defined Benefit scheme is a plan where the amount of income a person receives at retirement is 

known in advance. It is usually calculated based on the number of years of service and salary at 

retirement. 

  

National Employment Savings Trust (NEST): 

The National Employment Savings Trust is a not-for-profit public workplace pension contribution 

scheme managed by trustees to be used by all UK workers that do not have access to a company 

contribution system.  

 

Non eligible jobholder: 

A jobholder who is aged between 16 and 21 or state pension age and 74 and has qualifying earnings 

above the earnings trigger for automatic enrolment OR is aged between 16 and 74 and has qualifying 

earnings below the earnings trigger for automatic enrolment but above the primary earnings threshold. 

 

Opt in:  

The process by which non-eligible jobholders or entitled workers choose to join a pension scheme. 

 

Opt out:  

The process by which employees who have been automatically enrolled into a scheme can choose to  

stop contributing in the first 30 days of becoming an eligible jobholder. Employees who have previously 

chosen to opt in can also opt out.  

 



 

Cancellation: 

The process by which employees who have been automatically enrolled into a scheme can choose to 

stop contributing at any time after the first 30 days of becoming an Eligible Jobholder.  Employees who 

have previously chosen to opt in can also cancel their membership at any time after the first 30 days of 

choosing to opt in.   

 

Pay As You Earn (PAYE): 

The method of employers withholding tax on income payments to employees, treating these totals as 

advance payments of the amount of income tax due. 

 

The Pensions Regulator (TPR): 

The regulatory body set up to monitor and enforce compliance with UK work-based pension schemes. 

 

Postponement: 

From the staging date dictated by TPR, employers will generally be able to postpone automatically 

enrolling eligible staff for up to three months. This is also the maximum postponement period that can 

be applied when someone new joins, or when an existing employee turns 22 or starts earning more than 

£8,105. Also known as ‘deferral’ or a ‘waiting period’. 

 

Qualifying earnings: 

The minimum contributions for DC schemes will be based on earnings in between the National 

Insurance primary earnings threshold (£5,668 pa for 2013/14) and the upper earnings limit (£41,450pa 

for 2012/13). Qualifying earnings include payments like overtime and commission, not just salary. 

 

Qualifying scheme: 

A pension plan that meets the minimum requirements as laid out by the Pensions Act 2011. 

 

Real Time Information (RTI): 

The process of reporting PAYE information to HMRC as and when it happens. RTI means employers must 

send details to HMRC every time they pay an employee, at the time they pay them. 

 

Re-enrolment: 



 

Every three years after an employee’s automatic enrolment date, employers must automatically re-

enrol eligible jobholders who have opted-out or left the scheme (but eligible jobholders who cancelled 

their membership within the previous 12 months need not be re-enrolled).  

 

Staging date: 

The date on which an employer is required by law to commence auto-enrolment.  

 

Worker:  

An employee OR someone who has a contract to perform work or services personally, that is not 

undertaking the work as part of their own business. 

 

 



 

Resources 

 

The Pensions Regulator 

 

The Department of Work and Pensions 

 

The Pensions Advisory Service 

 

DirectGov 

 

Financial Services Authority 

 

National Employment Savings Trust (NEST) 

 

Letter templates for employers to inform workers of changes 

 

Contributions calculator 

 

Automatic enrolment key messages 

 

Automatic enrolment language guide 

 

Defined contribution qualifying scheme tool 

 

Tool for identifying staging date 

 

Join the debate, discuss pension reform with other businesses on our LinkedIn group. 

 

The information in this White Paper is based on Meridian’s understanding of legislation surrounding auto-

enrolment. Employers should seek professional legal advice before taking any action. 

 

http://www.thepensionsregulator.gov.uk/
http://www.dwp.gov.uk/
http://www.pensionsadvisoryservice.org.uk/home.aspx
http://www.direct.gov.uk/en/Pensionsandretirementplanning/Companyandpersonalpensions/WorkplacePensions/DG_183783
http://www.fsa.gov.uk/
http://www.nestpensions.org.uk/schemeweb/NestWeb/public/home/contents/homepage.html
http://www.thepensionsregulator.gov.uk/employers/letter-templates-for-employers.aspx
http://www.scottishwidows.co.uk/pensionsreform/advisers/tools/contributions-calculator/prcalculator.html
http://www.dwp.gov.uk/docs/wpp-key-messages.pdf
http://www.dwp.gov.uk/docs/auto-enrol-language-guide.pdf
http://www.thepensionsregulator.gov.uk/employers/explaining-qualifying-schemes.aspx
http://www.thepensionsregulator.gov.uk/employers/tools/staging-date.aspx
http://www.linkedin.com/groups?home=&gid=3713859&trk=anet_ug_hm

