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Introduction

Certification is highly complex and surrounded by a minefield of information and
auto-enrolment jargon, which can make it very difficult to understand. However for many
employers it is a necessary process that must be executed successfully.

Under auto-enrolment legislation, schemes must satisfy minimum quality requirements to
ensure all eligible employees receive mandatory minimum levels of pension contributions from
their employer. As more and more employers approach the renewal of their certificates we
want to help you achieve a greater understanding of the following areas:

¢ What certification is and who needs to do it.

* When to renew your certificate.

* What happens if your certificate falls short?

* What does renewing your certificate mean for your business?

e How Johnson Fleming’s services can provide you with a solution.
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1. What is certification?

Certification offers employers an alternative to using "qualifying earnings™ (QE) as a salary
definition to base pension contributions upon. When you use QE, pension contributions are
based only on earnings received within national insurance contribution thresholds known as
the lower and upper earnings limit. For the tax year 2015/16 this is all paid earnings between
£486 and £3532 each month.

Where a scheme uses QE as their pensionable salary definition and contributions made are
currently at least 1% employer and 1% employee, certification is not required. It is important to
understand however that not many schemes fit the criteria or work in this way. QE must include
all of the following pay elements:

e Salary and allowances.
e Qvertime, commission and bonuses.
e Statutory payments including sick pay and maternity pay.

e Anything else deemed to fall within section 13(3) of the Pensions Act 2008.

Certification allows you to certify that your auto-enrolment pension scheme meets the
standard required, if you are using a definition of pensionable pay which does not base
contributions on all of the above pay elements: or only earnings between the set limits.

As an employer you can certify that your workplace pension scheme meets the necessary
standards required using one of the following certification sets:

Set 1 Set 2 Set 3

(9%) Pensionable | (8%) Pensionable Salary | (7%) (all earnings
Salary (at least (provided at least are pensionable)
basic pay) 85% of total pay
is pensionable)

Timeline

Staging date to

o [ o ° o o

30 Sept 2017 3% (2% employer) 2% (1% employer) 2% (1% employer)
1 Oct 2017 to om0 o rno o s

30 Sept 2018 6% (3% employer) 5% (2% employer) 5% (2% employer)

10ct 2018 9% (4% employer) 8% (3% employer) 7% (3% employer)



It is often beneficial for employers to use their own definition of pensionable pay for
many reasons, such as:

e Saving money by contribution design.

e Continuing with an existing contribution structure.

e Avoidance of any extra scheme communication or administration.

* Avoiding changes to existing, or requiring additional contracts of employment.

e To improve the accuracy of budgeting and accounting for your pension contributions.
This can be difficult if earnings fluctuate.

e Different sets for different levels of payroll groups may be in use.
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2. Who needs to do it?

It is an employer’s responsibility to ensure a scheme meets the minimum quality requirements.
If your definition of pensionable salary is different to QE, you need to certify your scheme.
This also needs to be re-addressed if anything in your organisation changes that could affect
the way your scheme works. This could include a change to the company pay structure or
changes to your pension contribution levels. If this is not addressed this could leave your
scheme not meeting the necessary requirements.

3. When do you need to renew
your certificate”

A certificate can be valid for up to 18 months - you as an employer can decide when the
certificate expires provided that the deadline does not cross the 18 month threshold.

The certificate then needs to be safely filed for at least 6 years and The Pensions Regulator
may ask for this when conducting a review of your scheme. You should consider in advance

of your certificate expiring how you intend to comply after the end of the certificate period.

If you choose to renew your certificate, it needs to be ready the day after your previous
certificate expires. For example if your certificate expires on July 31st 2015 your next certificate
needs to be ready and in place by August 1st 2015.
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4. What happens if your
certificate falls short?

If, when you come to renew your certificate you find there has been a shortfall in contributions,
the scheme that you are currently using may need to be rectified. This can be assessed

using your records; employers have a statutory obligation to keep all scheme documentation
and The Pensions Regulator could choose to review this.

If The Pensions Regulator believes the scheme has been incorrectly certified, you may be
required to pay the shortfall, or enforcement action could be taken.

5. What does renewing your
certificate mean for your business?

From the outset your certificate must cover everyone eligible for auto-enrolment and those
eligible to opt-in. When you come to renew your certificate the same applies but with the
exception of those who have opted out or for employees who have asked to pay lower
contribution levels than the legislation states.

To successfully renew your certificate you must first consider if any action
needs to be taken to ensure that the quality requirements are met for the
proposed period of your next certificate. This can be analysed using

the earnings data that was accumulated during the period of your

previous certificate.
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Highlighting the costs and savings you can expect to benefit from is also something we
can provide, including significant employer National Insurance savings which are available via
salary sacrifice.

When a certificate is put in place a declaration needs to be completed. By signing this
declaration you are agreeing that your workplace pension scheme is able to satisfy the relevant
quality requirements throughout the certification period, in relation to the correct jobholders.

It is therefore imperative that you can demonstrate this and support the reasons behind the
chosen certificate set.

Although complex, ensuring you have certified is not the only task you need to complete in
order to guarantee compliance. A wider look at your auto-enrolment scheme compliance
should be considered. This can be achieved through conducting an audit of your
auto-enrolment scheme.

When looking retrospectively at your scheme it is not only key to review whether or not it meets
the auto-enrolment criteria, the qualifying scheme criteria and the minimum requirements,

but also whether your record keeping processes are robust
enough to demonstrate this, should The Pensions Regulator come
calling. For more information on how to audit the key areas of your

auto-enrolment scheme, download our ‘How to... audit
your auto-enrolment scheme compliance’ guide. Automatically

here. Aways there

For over 13 years Johnson Fleming have been specialists

in the employee benefits landscape providing expert advice
and guidance to some of the largest companies in the UK.
Certifying your scheme is certainly one of the hardest areas to
successfully complete and help is often needed. We are here to
help you with certification and any wider compliance issues you

may have.

@ Contact us for more information



http://johnsonfleming.com/Guide/reenrolment2
http://johnsonfleming.com/Guide/reenrolment2
http://www.johnsonfleming.com/Contact/

/. Your complimentary
consultation

For your complimentary consultation with one of Johnson Fleming’s auto-enrolment
experts contact us quoting the reference “aeconsult15”.

In this free consultation, one of our experts will visit you at your convenience to discuss
some of the following topics:

e What problems you may have faced in the past 18 months.

e Areview of what improvements could be made to your pension scheme.
e How you could be saving time and money.

e The new pension freedoms and how they could affect you.

e How your employees have engaged with auto-enrolment.
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8. Contact information

To find out more about any of the issues raised in this guide please get in touch...

</ 01527 571 300

[

info@johnsonfleming.com
f  www.johnsonfleming.com
¥  @johnsonfleming
in  Johnson Fleming

Johnson Fleming Group Limited
Fleming House

Bromsgrove Enterprise Park
Bromsgrove

B60 3AL
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THIS DOCUMENT IS CONFIDENTIAL and intended solely for the use of the recipient to whom it is addressed or any other recipients
expressly authorised by Johnson Fleming Group Limited, in writing or otherwise, to receive the same. Any disclosure, reproduction,
copying, distribution, or other dissemination or use of this communication is strictly prohibited.

The content of this material is provided for information purposes only and is based upon our experience and understanding of the
financial services market place at this time. The content should not be viewed as financial advice, but is intended to provide an
overview of possible considerations or options. A formal recommendation will be made in writing once the decision is taken to formally
appoint Johnson Fleming as advisers.

The information contained within this document should not be viewed in isolation and is based on Johnson Fleming Group Limited’s
views and understanding of current UK legislation, which is subject to change, and should be read in conjunction with other relevant
literature which is available within the public domain. The views or opinions expressed within this document are based upon our
experiences of the financial services market place at this time and should not be viewed as financial advice.

Whilst we take responsibility to ensure that the information contained within this material is accurate and up to date, we do not accept
any liability for any errors or omissions. If you are in any doubt as to the validity of information made available within these pages,
we recommend you seek verification by contacting us.

The services outlined within this document are examples of the range of services that Johnson Fleming is able to offer in support of
employee benefits implementation and ongoing service. All services referred to do not necessarily form part of our core offering and
therefore the actual costs for each service will be considered and agreed at the formal recommendation stage of the project.

Johnson Fleming Group Limited is authorised and regulated by the Financial Conduct Authority (FCA Register number 599255,
see http://www.fca.org.uk/register for registration details) and registered in England and Wales No 06272390.

Registered Office: Johnson Fleming Group Limited, Fleming House, Bromsgrove Enterprise Park, Bromsgrove, B60 3AL.

Johnson Fleming is not authorised as employment law specialists, tax advisers or advisers to pension trustees. You should take
specialist legal advice on tax matters, employment law issues and before embarking on any change or entering into any discussions
with trustees.

Johnson Fleming Group Limited is not regulated for the implementation, maintenance and ongoing development of group pension
scheme administration and management software. inform+equip™ © 2014 Johnson Group Fleming Limited. All rights reserved.

No part of the promotional material relating to inform+equip may be reproduced or transmitted in any form or for any purpose without
the express permission of Johnson Group Fleming Limited. The information provided relating to inform+equip may be changed without
prior notice.

Johnson Fleming Group Limited is not authorised and regulated by the FCA for the delivery of auto-enrolment services provided to
support an employer to fulfil their legislative obligations and responsibilities in respect of Workplace Pensions legislation which is
governed by The Pensions Regulator.

All Companies within the Johnson Fleming Group are registered with the UK Information Commissioner’s Office and endeavour to follow
all the guidelines and rules set out in the Data Protection Act 1998.
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