EXPLANATORY MEMORANDUM TO

THE AUTOMATIC ENROLMENT (MISCELLANEOUSAMENDMENTYS)
REGULATIONS 2013

2013 No. 2556

This explanatory memorandum has been preparedeb®épartment for Work and
Pensions and is laid before Parliament by ComméhtepMajesty.

Pur pose of the instrument

2.1  The regulations simplify the process of autacadly enrolling eligible jobholders
into workplace pension saving.

2.2  The changes made by these Regulations:

» Provide an alternative definition of a pay refereperiod for the purpose of
assessing whether a jobholder has earnings ovéhnrigghold to be automatically
enrolled into pension saving.

* Provide an alternative definition of a pay refeeperiod for the purpose of
assessing whether a pension scheme can be usaddanatic enrolment.

* Introduce consistent contribution payment deadlfoegveryone joining a
pension scheme.

» Clarify the form and content of the notice jobhaklsubmit if they want to opt out
of pension saving.

» Extend the window employers have to enrol eligjbeholders into a pension
scheme from one month to six weeks, together vaithesminor and technical
consequential amendments.

» Implement minor changes to the quality requiremedefsed benefit pension
schemes have to meet if they are used for autormatament.

M atters of special interest to the Joint Committee on Statutory Instruments

None.

L egidlative Context

4.1 The Pensions Act 20081fp://www.legislation.gov.uk/ukpga/2008/30/con&nt

(the Act) provides powers to the Secretary of Siat@ake regulations that underpin the
employer duties outlined in the Act.




4.2  Chapter 1 of Part 1 of the Pensions Act 2008 pexs/jgowers to the Secretary of
State to make regulations setting out the arrangeva employer must make to
automatically enrol an eligible jobholder into aatitying scheme and pay at least a
minimum contribution. The Occupational and Pers®&aision Schemes (Automatic
Enrolment) Regulations 2010 (S.I. 2010/772)
(http://www.leqislation.gov.uk/uksi/2010/772/conteintadé set out the processes and
timings for automatic enrolment, opt out, automagi@nrolment, voluntary opt in, the
provision of certain information and the minimumatjty requirements for certain
schemes.

4.3 In addition there are regulations under the Pessfart 1995
(http://www.legislation.gov.uk/ukpga/1995/26/conrhactefland the Pension
Schemes Act 1993tp://www.legislation.gov.uk/ukpga/1993/48/cont@ehactejithat
underpin the wider duties of employers and trusiieeslation to the running of
workplace pension schemes. This includes thelimmts for handing over deductions
from pay to a pension scheme.

4.4  Since the start of automatic enrolment in Octoltdr22 the Department and The
Pensions Regulator (TPR) have been engaging clestiyemployers and others to
identify areas for improvement. As a result the &oament has identified a package of
techincal improvements designed to make the autoraatolment process more
straightforward.

Territorial Extent and Application
This instrument applies to Great Britain.
European Convention on Human Rights

As the instrument is subject to negative resolutimtedure and does not amend primary
legislation, no statement is required.

Policy background
What is being done and why

7.1  The intention of these Regulations is to make tloegss of automatic enrolment
easier. This is achieved with a package of techolt@nges to existing regulations
governing automatic enrolment and the running ofkplace pension schemes.

7.2  The changes to the definition of a pay referenc®mgevill make assessing

whether a jobholder is to be automatically enroiteéd a pension easier. With the current
definition it is difficult for existing payroll séfvare to make an assessment automatically
because payroll information generally uses taxgasrivhereas jobholder assessment uses
pay periods which may be slightly different. Intg employers will be able to use a pay
reference period aligned with tax periods, which make it much easier to utilise



payroll systems to perform jobholder assessmewinaatically. Employers will have the
option to stay with the existing definition if thaye already using it, so no-one will be
forced to incur the cost of switching to somethiagy.

7.3  The regulations provide a new definition of a paference period for the purpose
of assessing whether an occupational money purdrgsersonal pension scheme can be
used for automatic enrolment. This will make itieafor a scheme to be certain it has
received the minimum contributions necessary fehsaischeme to be a qualifying
scheme for automatic enrolment purposes. It dassthaligning the pay reference
period used for determining the quality standardstach schemes with the periods
already used by payroll. Again there will be théi@pto stay with the existing definition,
so no-one will be forced to incur the cost of shiibg to something new.

7.4  The Regulations also introduce consistent contidbybtayment deadlines. At the
moment the deadlines for passing over deductiams fray are different if the pension
scheme member joined as a result of automatic merdl or re-enrolment. In future the
time limit will be the same regardless of how onwvthe member joined. This will make
administration easier for some employers and perssbemes.

7.5 The Regulations clarify the form and content of tleéice jobholders submit if
they want to opt out of pension saving followindgaamatic enrolment or re-enrolment. At
the moment there is some doubt about the extemhich the form and content of the
notice can be adapted, for example to include bngnot additional information, or to
make it easier to complete using a web site. TRegpilations will clarify that a flexible
approach can be taken to ease administration.

7.6  The Regulations extend the window employers hawantol eligible jobholders
into a pension scheme from one month to six weaekgther with some minor and
technical consequential amendments. This extrawitéelp employers avoid
inadvertently breaching their duties.

7.7  Pension schemes must meet certain qualifying condibefore they can be used
for automatic enrolment. One method a defined bepefision scheme can use to meet
the qualifying conditions is show it meets a definest scheme standard. The
Regulations implement technical changes to thendigfin of a test scheme to ensure it
works as intended.

Consolidation

7.8 Consolidation of the regulations included witthis instrument will be included
in due course in the Department’s “The Law Relatm&ocial Security” (the Blue
Volumes), which are available at no cost to thelipun the internet at -
http://www.dwp.gov.uk/advisers/docs/lawvols/blugvol




10.

11.

Consultation outcome

8.1  The Government consulted for six weeks froffi R&rch to #' May and 112
formal responses were received.

8.2 Responses were broadly supportive of the afrtiteeqoroposed changes, but
raised a large number of detailed and technicakssThe Department has worked with
stakeholders to address these issues, and thedmahtions include a number of detailed
changes, in particular on changes to the defirstimfipay reference periods and the test
scheme standard.

8.3  The consultation included a proposal to tufrired employer duty to
automatically enrol a jobholder who had ceasecktarbactive member of a qualifying
scheme in a set period. Responses to the conealtatihlighted a number of practical
issues with the approach and this has thereforbewt taken forward at this stage.

Guidance

The Pensions Regulator produces detailed guidamed aspects of automatic enrolment
which can be accessedhatp://www.thepensionsregulator.gov.uk/automatic-

enrolment.aspx

I mpact
10.1 There is no impact on business and civil $p@eganisations.
10.2 There is no impact on the public sector.

10.3 There is no Impact Assessment associated with tlegsgations as the changes
proposed do not affect policy which has been prehoagreed and supported by
an Impact Assessment. The Regulations make tedtamdamechanical changes
or allow more flexibility about how the automaticrelment requirements can be
met. A summary of the net impact of the workplaeagion reforms was
published in July 2012 at
https://www.gov.uk/government/publications/workmgaension-reform-
summary-of-net-impact-on-business-july-2012

Regulating small business

11.1 The legislation applies to small businesstoAatic enrolment duties are,
however, being introduced in stages, and will iptiato small businesses until June
2015 at the earliest.

11.2 The changes are all aimed at making the adtoer@olment process more
straightforward. This will benefit small business.



12.

13.

Monitoring & review

12.1  The workplace pension reform programme is fullyleating the effects of the
reforms against the policy objective of getting empeople to save more for retirement.

12.2 We are also continuing to assess the ingfdhe reforms on employers and the
pensions industry to evaluate the extent to whielnveet this policy objective whilst
putting minimal burden on employers and maintairdngent good pension provision.

12.3 The effect of the reforms is evaluatedulgh analysing a range of data, including
Management Information from the Pensions Regukatdrthe National Employment
Savings Trust pension scheme, existing continuonsegs of individuals and employers
run by DWP and other government departments suttheaSffice for National Statistics
and where appropriate, research commissioned by.D\Buch, the evaluation is being
conducted by a combination of external researchrosgtions, academics and DWP
analysts. The evaluation will be carried out oroargoing basis to gauge progress
throughout the implementation of the reforms angbbd, and findings will be available
publicly at key stages.

Contact
For any queries regarding this instrument, pleasgact David Hone at the Department

for Work and Pensions Telephone number: 020 7448 68 e-mail:
david.hone@dwp.gsi.gov.uk




