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Filled-in Example of Letter 1

All details in this filled-in example are fictional.

The percentages and amounts of money in this letter are just an illustration. Do not use these figures when developing your own letter. The figures you give your workers must reflect your pension scheme.

Please note in this example, the employer:

· is using a defined contribution scheme

· is not postponing automatic enrolment
· is sending the letter before the automatic enrolment date (their ‘staging date’)
· has a ‘staging date’ of Saturday 1 November 2014
· pays their workers monthly and they are paid at the end of the calendar month
· has a pension provider (they are called ‘The Pension Provider’)
· has a Human Resources (HR) department

· is paying the government’s minimum levels of contribution

· will increase the amount they pay in to workers’ pensions if the worker increases their contribution (in this case the worker can increase their contribution up to a maximum of 20% of their qualifying earnings, and the employer will increase theirs up to a maximum of 8% of their qualifying earnings)

· will be giving out the pension provider’s scheme information to their workers a few days after they receive this letter
· knows exactly when the opt-out period will start (as they have arranged this with their pension provider)

· uses a ‘relief at source’ tax relief arrangement

· shows the employer contribution on their workers’ payslips

· has printed out copies of the frequently asked questions (FAQs) pdf* and is enclosing a copy with each of the letters they are sending out.
*Available here:

English

http://www.thepensionsregulator.gov.uk/docs/workplace-pensions-faq.pdf
Welsh

http://www.thepensionsregulator.gov.uk/docs/workplace-pensions-faq-cymraeg.pdf

31 October 2014 

Smythan & Sons’ pension scheme - A change in the law that affects you
Dear Helen,
To help people save more for their retirement, the government now requires employers to enrol their workers into a workplace pension scheme. This applies to those who aren’t already in one and who:

· earn over £10,000 a year (£833 a month);

· are aged 22 or over; and

· are under State Pension age.

We are therefore enrolling you into our pension scheme on Saturday 1 November 2014 (your automatic enrolment date). The scheme is provided by ‘The Pension Provider’. 

· You can choose to opt out of the scheme if you want to, but if you stay in you will have your own pension which you get when you retire 

· Smythan & Sons and you will both pay into it every month

· The government will also contribute through tax relief

· Your pension belongs to you, even if you leave us in the future. 

Why is this happening?

The government’s aim is for more people to have another income, on top of the State Pension, when they come to retire. The full basic State Pension in 2014-15 is £113.10 a week for a single person. 

The State Pension is intended to be a foundation - you may want more. 

Employers are enrolling their workers automatically into a scheme to make it easier for people to start saving.

What does this mean for you?

Going into your pension pot will be:

· Your contribution - You will pay in 0.8% of your qualifying earnings. This will be taken directly from your pay.

· Our contribution - We will pay in an amount equal to 1% of your qualifying earnings.
· Tax Relief - The government, in the form of tax relief, will pay an amount equal to 0.2% of your qualifying earnings.
Qualifying earnings means what you earn between a minimum (currently £5,772 a year) and a maximum (currently £41,865 a year).

This means, for example, if you earn £17,772 a year and your qualifying earnings are £12,000 a year (£1,000 a month):

· You will pay in £8 a month. This will be taken directly from your monthly pay. 
· We will pay in £10 a month. 

· The government, in the form of tax relief on your payment, will pay in £2 a month.

Therefore, although you put in £8, the total contribution to your pension pot will be £20 a month.

Example: 
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Remember, if you earn more or less than £17,772 a year, the actual contributions for you will be higher or lower.
Please note: On your payslip, the figure you will see is your contribution. You won’t see the tax relief – it is added to your pension separately. 

You will also see our contribution on your payslip.

And please note: the percentage of tax relief might not be exactly as shown here, as other factors might affect it. For example, if your earnings are close to one of the tax band levels.

How much will you get from this pension when you retire?

‘The Pension Provider’ can provide you with an estimate of the income you might get once you reach pension age. 

You can also see how a pension builds, using an online pension calculator, at www.moneyadviceservice.org.uk/en/tools/pension-calculator  
The pension scheme

You will receive a statement each year from ‘The Pension Provider’ showing how much money has gone into your pension pot and how it’s doing.
If you want to, you can make choices about how your pension pot is invested, but you don’t have to.

More information on the scheme can be found in the booklet from ‘The Pension Provider’ which you will receive shortly.

What you need to do now

If you want to opt out of the pension scheme, follow the instructions below.

If you want to stay in the pension scheme you don’t have to do anything. 

Your personal details will be passed to the pension provider, and your pension will start building from the end of November, when the first payments will be made.  You will see this on your payslip. 
Yours sincerely 

J Jones, HR and Payroll Manager
How to opt out

To opt out, in November contact ‘The Pension Provider’ to get an opt-out form: Tel: 0800 XXX XXX. Once you have completed it, send it to me: Mr J. Jones, HR Manager, Room 23, The Building, QQ1 XRU.

If your completed opt-out form is received between Wednesday 12 November and Thursday 11 December, you will be removed from the pension scheme. Any payments you have already made will be refunded, and you will not have become an active member of the scheme on this occasion.
If you want to stop making payments after Thursday 11 December you can do so. The payments you have made already will not be refunded. Our contributions and the tax relief would also stop. The payments already made into your pension would remain there and you would get this when you retire.
If I opt out or stop making payments, can I re-join a pension scheme at a later date?

Yes, you can re-join the scheme. To do so, contact Human Resources in writing by sending a letter, which has to be signed by you. Or if sending it electronically, it has to contain the phrase “I confirm I personally submitted this notice to join a workplace pension scheme”. You can re-join only once in any twelve-month period.  

A regular reminder 

Anyone who opts out or stops making payments will be automatically enrolled back in to the pension scheme at a later date (usually every three years). This is because your circumstances may have changed and it may be the right time for you to start saving. We will contact you when this happens and you can opt out if it’s still not right for you.

Questions you may have

Will the amounts paid into my pension change?

Yes, the amounts will automatically increase or decrease accordingly if your earnings go up or down. 

Also, we are going to increase the amounts being paid into your pension over the next few years. This is to meet the government’s minimum standards.
The government has set a minimum that has to be contributed in total (this is your contribution, your employer’s contribution and the tax relief added together) - this will increase as follows over the next few years:
	Timing
	Minimum total percentage (of qualifying earnings) that has to go into your pension

	    Nov 2013 – Sept 2017
	                        2%

	    Oct 2017 to Sept 2018
	                        5%

	       Oct 2018 onwards
	                        8%


Within that total, the government has also set a minimum percentage that has to be contributed by your employer.  This will also increase as follows over the next few years.
	Timing
	The minimum percentage (of qualifying earnings) that has to be contributed by your employer

	     Nov 2013 – Sept 2017
	1%

	     Oct 2017 to Sept 2018
	2%

	       Oct 2018 onwards
	3%


To give you an indication of how these increases might affect you here is an example based on someone who earns £17,772 a year and has qualifying earnings of £12,000 a year (£1000 a month).

Qualifying earnings means what you earn between a minimum (currently £5,772 a year) and a maximum (currently £41,865 a year).

· If you earn more or less than £17,772 a year the actual contributions for you will be higher or lower

November 2013 – September 2017
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October 2017 – September 2018
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October 2018 onwards
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Overtime and bonus payments are included for the purposes of calculating the contributions.   

Questions you may have (continued)

What if I want to pay more into my pension pot?

You can increase the amount you put in if you want, up to a maximum of 20% of your qualifying earnings. The amount contributed by the government in the form of tax relief would also increase. 

Our contribution would also increase, up to a maximum of the equivalent of 8% of your qualifying earnings.

Contact HR if you want to increase your monthly payments: Tel: 01XXX XXXXX 

email: hrqueries@XXXX.XXX.XX

What is tax relief?

The government takes tax off your income. You can see this on your payslip.  Tax relief means some of your money that would have gone to the government as tax now goes into your pension pot instead. 

In our pension scheme, the tax relief goes into your pension through a ‘relief at source’ arrangement. 

This means if you’re a basic rate tax payer, you don’t need to do anything to get the tax relief paid into your pension. It will happen automatically.
If you’re a higher or additional rate tax payer, to get full tax relief you need to claim back some of your tax from the government. This is because tax relief is added to your pension at the basic rate of 20%. To get all the tax relief that is due to you, you need to claim back the difference on your annual tax return, or alternatively, if you are a higher rate tax payer you can contact HM Revenue & Customs.

Information on how ‘relief at source’ works can be found here: https://www.gov.uk/workplace-pensions/managing-your-pension 
Where can I get more information?

If you have any questions about the pension scheme contact ‘The Pension Provider’: 

Customer Services, 123 The Street, The City, GG2 HH7

Website: www.thex.xxx.xxx  Email: customerservices@xxxx.com
Tel: 0800 XXX XXXX

If you have any questions about your enrolment or contribution levels contact HR on 

Tel: 01XXX XXXXX   email: hrqueries@XXXX.XXX.XX

The enclosed booklet answers some more frequently asked questions, including:

- How much will I get from this pension when I retire?

- Will it be enough?

- Are pensions safe?

- What if I move jobs? 

For information on pensions and saving for later life visit: https://www.gov.uk/workplace-pensions 
A commitment from us

If you are under 75, work or usually work in the UK, and earn over £5,772 a year (the amount set by the government for this): 

- we must by law continue to maintain your membership, and ensure the scheme continues to meet certain government standards; and  

- if we close the scheme, or change it so it no longer meets the government standards, we must immediately put you into another one that meets those government standards.
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