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The pitfalls of auto enrolment
Since April 2012, all UK employers are legally 
obliged to automatically enroll all eligible 
workers into a qualifying pension scheme 
by a specific deadline (‘staging date’). This is 
one of the most onerous challenges to face 
businesses in recent years and the financial 
penalties for breach can be severe. 
AEL Markhams can assist you every step of 
the way with regards to your auto enrolment 
responsibilities.

You will have a duty to assess (and 
continually reassess) your workforce to be 
able to identify which of your employees will 
be eligible to be automatically enrolled. For 
this purpose, workers have been arranged 
into three categories: Eligible Jobholder, 
Non-Eligible Jobholders and Entitled Workers. 
Whilst only Eligible Jobholders are required 
to be automatically enrolled, Non-Eligible 
Jobholders have a right to opt-in to an 
automatic enrolment pension scheme and 
Entitled Workers have a right to join any 

pension scheme. It is your responsibility as 
an employer to ensure that you communicate 
with each individual worker to ensure they are 
aware of their rights. 

It is also necessary for you to set up a 
qualifying pension scheme. This could involve 
working with an Independent Financial 
Adviser to review any existing pension 
arrangements or to design a new scheme 
that will suit the automatic enrolment criteria.

Once set up, you will be responsible for 
ensuring that both employee and employer 
contributions are paid into the scheme at the 
correct amount and the payroll accurately 
reflects these contributions.

Throughout each stage of the automatic 
enrolment cycle, you must create and 
maintain detailed records. These records 
must be available for review by The Pensions 
Regulator whenever requested.

Your employees must be aware of their rights 
and you must be aware of your duties and be 
ready to act on them to avoid breach of the 
rules and imposition of financial penalties. 
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The penalties can be very severe

There is a fixed penalty of £400 for non-
compliance. That’s bad.

But even worse are the daily penalties that 
range from £50 per day for a business with 
up to 4 employees (rising to £500 per day 
if you have just 5 employees) through to 
£10,000 per day where there are 500 or more 
employees. That’s severe.

Consider this example…

Company ABC employs 70 employees. They 
should have auto enrolled on 1 August 2014. 
The individual who did the payroll for the 
company knew that something needed to 
be done but the accountant acting for the 
company didn’t think there was an immediate 
rush. The reality was very different.

At the time we came across this story the 
company was due to pay a fixed penalty 
of £400 for being late. But that paled into 

insignificance compared with the £2,500 daily 
penalty for a company of that size. These 
daily penalties had built up to a staggering 
£760,000 by the time it came to light in June 
2015.

AEL Markhams, can help you set up 
automatic enrolment and take away the pain 
and hassle.

You’ll also be made aware of the on-going 
work required and your obligation to be 
compliant. 

AEL can make life much easier for you with 
our auto enrolment solution. As part of this 
service, we’ll ensure you are complying with 
this key piece of legislation and minimize your 
exposure to penalties.
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How much 
will it cost?
AEL can support you by assessing your 
workforce every pay period, processing 
opt-outs and opt-ins, re-enrolling eligible 
workers, reporting to The Pensions Regulator, 
calculating your contributions for each pay 
period and much more.

Prices for both set up and on-going support 
are based on the number of employees and 
frequency of pay.

AEL Markhams also offer a fully managed 
payroll solution, so we recommend clients 
let us take care of both their payroll and auto 
enrolment requirements, given that they work 
more efficiently when streamlined together



Remember too that your obligations don’t end 
here. On the third anniversary of your original 
staging date, and every third year thereafter, you 
will need to assess and re-enrol anyone who 
opted out previously, along with completing a 
new declaration of compliance. 

AEL Markhams will do all this for you.

Your ongoing 
duties
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What we do 
for you

Healthcheck: Your initial workforce assessment 

Acting as the point of contact for The Pensions Regulator

Employee communications

Deferment Planning 

Assess the workforce

Completion of the Declaration of Compliance

Assist with your automatic enrolment action plan

Assist with setting up the pension scheme

Calculating the cost

Setting up your pension scheme

Liaise with your Independent Financial Adviser (if applicable)

Completion of the Declaration of Compliance

Assess the workforce for re-enrolment

Completion of the Re-Declaration of Compliance
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Auto enrolment 
implementation

AEL will carry out an initial assessment of your 
workforce to identify if you have any employees 
who will need to be automatically enrolled. It’s 
important not to accidently exclude workers from 
the auto enrolment process .

It is important to establish who will be the 
nominated contact person this can be someone 
within your business or AEL Markhams.

Healthcheck: Your initial 
workforce assessment:

Acting as the point of contact 
for The Pensions Regulator

You must tell your employees how auto 
enrolment applies to them and explain their 
rights (such as their right to opt out). AEL will 
prepare the necessary written communications 
with your workforce to raise awareness about 
how auto enrolment will affect them. 

On your duties start date, or on the last day of 
the deferment period, AEL will formally assess 
the ages and earnings of each employee. Using 
auto enrolment compliant software, we will 
enroll eligible job holders.

Employee communications

Assess the workforce
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AEL will create your employer record with the 
pension provider, and implement the required 
parameters, rules and contribution rates. 

Setting up your pension 
scheme

If you are working with an IFA , AEL will be more 
than happy to liaise directly with them.

Registration is managed online and you need to 
provide key information. AEL Markhams will take 
care of that for you, including registering your 
pension scheme with The Pensions Regulator. 
By law this must be completed within 5 months 
of your duties start date.

Liaise with your Independent 
Financial Adviser 

Completion of the Declaration 
of Compliance

(if applicable)
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Full auto enrolment service
Additional benefits 

The rules of deferment open up opportunities 
for planning which will save you money and 
time. For example, if you have temporary or 
short-term employees whom you know will stop 
working for you within three months, we will 
work out your optimum deferral date and advise 
you on your deferment policy.

Deferment planning

On your duties start date we will assess your 
workforce and calculate the correct cost of your 
additional wage bill for pension. 

Calculating the cost

AEL will let you know when you are nearing the 
third anniversary of your staging date, and we 
will advise who is likely to be re-enrolled, based 
on an opt out assessment of your workforce. 
This will ensure you continue to remain 
compliant

Re-enrolment
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A salary exchange can generate sizeable 
tax savings for both the company and the 
employees. Where the pension provider allows, 
your employees can opt to reduce their salaries 
by the amount that they contribute to their 
pension scheme saving both income tax and 
NIC (and the company also saves NIC) . These 
savings can then be either reinvested into their 
pension scheme or taken in their net pay. 

At AEL Markhams, we can provide information 
that will give a fair estimate of the savings to be 
made by operating a salary exchange scheme 
for your employees’ pension contributions.

Salary exchange
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ABOUT
We give real world advice in a way 
you can understand
Established in 1982, we’ve assisted clients and business owners 
across numerous sectors. Our approach is friendly and personal 
and we are business owners ourselves, giving us first-hand 
commercial experience in the areas you need. What’s more, 
a senior accountant will always be involved in your accounts, 
offering peace of mind from start to finish. We support you every 
step of the way: 

Just starting out

Getting established

In the growth curve

Achieve your goals



CONTACT US
Got a question?

Contact us at info@aelmarkhams.co.uk 
to see how we can help your business 

0207 433 6940 
201 Haverstock Hill
Belsize Park
London
NW3 4QG

info@aelmarkhams.co.uk 
www.aelmarkhams.co.uk

https://twitter.com/AEL_Accountants
https://www.linkedin.com/company/ael-markhams/
https://www.facebook.com/AELaccountants/

