
Auto-enrolment  
contribution phasing
An employer guide



1. An introduction to contribution phasing
When auto-enrolment was introduced in 2012, the Government set minimum 
contributions that would be increased over time to help employees save more  
for retirement. 
By law, new minimum contribution levels for auto-enrolment were increased on  
6 April 2018 and will be increased again on 6 April 2019. This process is generally 
known as contribution phasing. 

The increase in April 2019 is mandatory but it shouldn’t stop there. You and your employees should always 
be thinking about whether the contributions being made are enough for the retirement outcomes that your 
employees want. However keep in mind, their plan is an investment that can go down as well as up in value 
and could be worth less than was paid in.
It’s important that you understand the minimum amounts you need to contribute. This will vary depending 
on the type of scheme, the rules of that scheme and the definition of pensionable pay used. There is a 
choice between four pensionable pay options.
Employers need to ensure that their contribution structures meet these minimums, they may already  
but if not then they will have to make relevant changes to ensure it is in line with legislation.

Date 
Effective

Qualifying Band Earnings
or

Own definition (at least equal  
to basic pay and 85% total pay)

Basic Pay Total Pay

Employer Employee Total 
Minimum

Employer Employee Total 
Minimum

Employer Employee Total 
Minimum

6 Apr 2018 – 
5 Apr 2019 2% 3% 5% 3% 3% 6% 2% 3% 5%

From 
6 April 2019 3% 5% 8% 4% 5% 9% 3% 4% 7%

Standard Life is communicating with employers and trustees who have a qualifying workplace pension 
scheme (QWPS) with us.
We encourage you to focus your efforts, energy and resources on the opportunities generated by this 
change. Efficient planning, effective communications and the right partners to support you can mean  
opt out rates are minimised and employee engagement increases. 

Remember...
The Pensions Regulator has the powers to fine any organisation that doesn’t comply with their 
auto-enrolment duties on time.

Between 6 April 2018 
and 5 April 2019

Now

Next

From  
6 April 2019

Before  
6 April 2018

Are you ready?
Auto-enrolment minimum 
contributions are increasing 
again on 6 April 2019



1 The Pensions Regulator, Automatic 
enrolment Commentary and 
analysis: April 2017-March 2018

2 The Pensions Regulator, Automatic 
enrolment Declaration of 
compliance report July 2012 –  
end September 2018

£4.31  
billion

The annual 
total amount 
saved by 
eligible savers 
in 2017 has 
increased by 
approximately

compared to 
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More than

1,382,4362

employers have completed their declaration of compliance

9,500,0001

employees have joined a workplace pension

More than

84%Ab
ou

t of eligible UK 
employees are  
now in a workplace  
pension scheme

9%
 average opt-out rates



2. Communicating to employees
At Standard Life we believe that contribution phasing is an opportunity to help 
employees take the right next step for their retirement and ensure they value the 
money you are paying into their pension.

Decide on a communication strategy
You should decide what you want to communicate to your employees and when. There is no legal 
requirement to do this, but we believe it’s good practice and something you may want to consider doing.

Prepare communication materials
We have produced some letter templates that are available on standardlifeworkplace.co.uk/phasing 
that you can use to prepare the letters or emails to your employees. These letters have been extensively 
tested to ensure the messages are clear and land positively with employees.

It’s likely that different employee groups will have different information needs so you may also want  
to prepare specialised communications for those with specific needs, such as employees who are in 
danger of exceeding the Annual or Lifetime Allowance.
We will also update your pension websites and any member communication to reflect the new 
contribution levels from 6 April 2019.

Engage employees with their pension
We believe that re-engaging employees is key to help them plan for the future. Putting engagement  
plans in place to boost awareness and drive more engagement can help drive positive behaviours.
To help with this, we’ve created a suite of ready-to-go engagement material that you may want 
to use around the work place. These can be co-branded with your logo and are available on 
standardlifeworkplace.co.uk/phasing

New employees are impacted too
Contribution phasing impacts you, your existing employees and new employees too. 
New employees need to be joined to your QWPS with a contribution rate that meets the minimum 
requirements in place at the time. If you issue communications that contain contribution structure 
details, these will need to be updated too. Statutory opt out rules apply.

Contributing a little more now could move you 
closer to the retirement you want in the future. 

Turn the page to see how.  

The Government will normally provide income tax relief on your contributions. You can see an 
example of how much you could save in tax relief when paying into a pension on the next page.

What do you have to do?  
• Nothing, the increase will happen automatically. 
•  On your payslip, you’ll see your contributions. You won’t see the employer contribution or your tax relief.  

These additional amounts are put into your pension pot separately.

Tip: Log in to your workplace pension account and use “Project my retirement income”  
tool to track your progress towards reaching your retirement goals.

Now
6 April 2018 to 5 April 2019

In the future
From 6 April 2019

Employee’s contribution 3% 5%
Employer’s minimum contribution 2% 3%
Total minimum contribution 5% 8%

Minimum contribution levels based on qualifying band earnings.

What are the increases?

Dear <Name>

Yours sincerely

<insert name>

From 6 April 2019, the minimum contributions to your workplace pension, both 
by you and by <employer> will increase. This change is required by law. 

The power of saving just  
a little bit more now
John 37 Assumptions

Current Pensionable Pay1: £27,000 Retirement age: 65

Assumptions

Example 1:
John contributes 3% into his pension, his 
employer contributes 2%, until age 65. (These 
figures are based on the minimum contribution 
rates that increased on 6 April 2018.)

Example 2:
John contributes 5% into his pension, his 
employer contributes 3%, until age 65. (The 
employer does not legally have to increase their 
payment to 3% until 6th April 2019).

Monthly contributions
John gets tax relief: £13.50 
Employer contributes: £45.00
John contributes: £54.00
Total contributions: £112.50

Projected value of John's pension pot with 
current savings levels

£51,900 

Monthly contributions
John gets tax relief: £22.50 
Employer contributes: £67.50
John contributes: £90.00
Total contributions: £180.00

Projected value of John’s pension pot when 
saving just 2% more

£83,100 

Salary will increase each 
year (and contributions  

in line with this) by
4%

Your pension is a long-term investment, which can go down as 
well as up in value and you could get back less than you invest. 
To help you understand the potential value of your 
investment in the future, we have allowed for inflation in our 
calculations. In line with FCA rules, we have reduced all 
growth rates by 2.5% to allow for inflation. Some types of 
investments or savings plans, for example a savings account 
or a cash ISA, do not take account of inflation, so may look 
more attractive than they actually are if you’re comparing 
them to this illustration. 

Your employer takes your contribution from your net pay 
(after tax has been calculated and deducted but before they 
pay you) and pays this to your pension provider on your 
behalf.  Your pension provider, Standard Life, then claims back 
basic rate tax at 20% from HMRC, and adds this to your pot. 
Additional/higher rater tax payers must claim back the extra 
tax relief from HMRC.
Tax rules and legislation may change and will depend on your 
own circumstances. The information here is based on our 
understanding at November 2018.
1   Current Pensionable Pay is the amount of your salary which is 

used in the calculation of your pension contributions.

Investment is to the 
Active Plus III  
Universal SLP

Average yearly  
growth rate 

1.8%

Average yearly cost  
of plan and  

investment charges
0.75%
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If you have any questions about  
auto-enrolment minimum  
contributions increases, please contact:

For illustration purposes only, figures are not guaranteed.

<insert your contact details here>



3. Picking the right date
The new contributions levels will become law on 6 April 2019, but it’s unlikely that 
this date will suit most employers. There are a number of things that should be 
considered in order to identify the best date on which to apply the changes.

Align with usual payroll dates
Applying the increase from the start of a pay period means that you won’t have to calculate payments 
based on different levels. If your pay periods do not align with a start date of 6 April 2019 you should 
consider making the change earlier. Typically this means making the change from the first day of the 
pay period that includes 6 April 2019. For example, you could apply the change Monday 1 April if you 
use calendar month periods, or if you use weekly pay periods.

Align with the benefit window or other key business dates
If you have an annual window for making changes to pension and benefit arrangements it could make 
sense to apply the new contribution rates from this date and simplify your administrative tasks.

Consider the cyclical annual review dates
If your scheme’s cyclical automatic re-enrolment date is near 6 April 2019 you may want to apply 
the increased contributions on the re-enrolment date in order to simplify your communication and 
administrative tasks. 

Remember, you can’t postpone contribution phasing 

Any decision to increase contributions earlier than the contribution phasing dates may require employee 
consultation. Standard Life cannot give advice on this, so if you are in any doubt you should contact an 
employment lawyer on the matter.



4. Deciding on the new contribution 
structure 
To remain a qualifying scheme, you must apply the new minimum levels  
by 6 April 2019. However, you have options around how this can be done.

Understand if the structure needs to change
There are four pensionable pay options and the minimums are different for each pay basis.

Date 
Effective

Qualifying Band Earnings
or

Own definition (at least equal  
to basic pay and 85% total pay)

Basic Pay Total Pay

Employer Employee Total 
Minimum

Employer Employee Total 
Minimum

Employer Employee Total 
Minimum

6 Apr 2018 – 
5 Apr 2019 2% 3% 5% 3% 3% 6% 2% 3% 5%

From 
6 April 2019 3% 5% 8% 4% 5% 9% 3% 4% 7%

You need to check that your current contribution structure meets at least the total minimums for 2019.  
If not you will need to increase payments for qualifying members of the scheme.

Decide on the employer/employee split
You must pay at least the minimum employer amount shown in the table above. However you may want 
to pay all or some the employee’s contribution increase too.

Decide whether to pay more than the minimums
Employees are becoming increasingly aware of what their employers are contributing to their pension.  
A recent survey suggested that over 2/3 of people consider employer pension contributions as important 
when looking for a new job. For employers who operate in a competitive job market, having a quality 
pension scheme is likely to be a key factor in a prospective employee’s decision to accept a job offer.
You may also want to discuss the benefits of a matching structure arrangement. This may be something 
that you’re willing to consider and it’s likely to have a positive impact on your employees’ outcomes with 
only a little additional cost to your business.

Recertify the scheme
If you are using a pensionable pay definition other than qualifying band earnings, you will need to certify, 
or recertify, your scheme. The Department of Work and Pensions have produced a step by step guide to 
support this. 

Remember, the increase needs to apply to all employees who are in the scheme on a qualifying 
basis, but not everyone is going to be impacted by it in the same way. Putting plans in place for 
people who may need or want to be exempt from these changes should make life easier for you 
and your employees.

For example, if you have employees who are at risk of exceeding the Lifetime Allowance they  
should decide in advance how to manage this. It’s important to consider if you are willing to 
provide an alternative form of remuneration for these employees or if you’ll accept reduced 
contributions and allow those employees to remain in the scheme on a non-qualifying basis.

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/603588/money-purchase-schemes-guidance.pdf


5. Getting the right process  
and data in place
It’s important that you start to prepare early as some of the processes may be more 
complex. You will also need to understand the impact on existing processes and data.

Engage with payroll
You should speak to your payroll provider well in advance to understand their processes for contribution 
phasing and what support they can provide. Each payroll provider will decide on their own approach so 
you should speak to your provider as soon as possible to understand that actions are required.
Don’t assume the payroll software or service will apply any increases automatically, it will have the 
capability for applying any revised contribution rates but it is your responsibility to formally set and  
notify payroll. 

Remember, it’s your responsibility to make sure you’re using a qualifying scheme for auto-
enrolment, and that the right amount of pension contributions are deducted. The Pensions 
Regulator requires pension providers to monitor pension scheme contributions to ensure the 
correct amounts are paid in a timely manner. This monitoring has been extended to include 
ensuring contribution phasing increases are applied. If payments or phasing are applied late 
employers could be reported to the Regulator and that could lead to enforcement actions and/or 
fines for the employer.

Update your schedules
Standard Life is not making any changes to its payment processes for contribution phasing.  
You should continue to use the same payment schedule and submit any changes to it as normal. 
If your scheme is any of these mentioned below, you need to take additional steps. For example:
• Fixed contribution schemes – where Standard Life manages the collection of these contributions 

through traditional direct debit. You will need to carry out an ad-hoc renewal process which involves 
submitting a file on Group Pension Zone. We have produced a separate guide that will help you with 
this process.

• Master trust schemes – if the contribution basis is changing, you will need to tell us so we can 
update the legal documentation and issue it back to you to sign. Special Rules and Member Summary 
documents must reflect the current contribution structure. We will send you a form to complete if you 
are one of these schemes. 

• Older style contracts – you will also need to carry out an ad-hoc renewal process on Group Pension 
Zone. This will ensure that employees’ illustrations reflect the most accurate, up to date information. 
We have produced a separate guide that will help you with this process.

Our communications will be clear about the actions you need to take. 

It may be worth considering salary exchange (also known as salary sacrifice) as it can be a great 
way to off-set the additional costs for both the employer and employee.

https://www.standardlifeworkplace.co.uk/sites/workplace/assets/gen3024.pdf
https://www.standardlifeworkplace.co.uk/sites/workplace/assets/gen3024.pdf
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6. Further support
Reviewing your contribution levels and auto-enrolment strategy should not be  
a one-off event. An effective workplace pension must have at its heart a clear 
strategy for getting contribution levels up to an amount that will give a realistic 
chance of a good outcome for employees.

You may want to speak to your adviser about the contribution increases however,  
there may be a charge for any advice you receive.


