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Stakeholder Pensions
What you need 

to know
In 1999 the Government introduced legislation to ensure that employers with more than five members of staff must offer their employees access to a stakeholder pension scheme.

This means that you have to make sure that you choose a pension scheme that your employees can pay into if they want to.

The Government’s aim is to encourage everyone to pay into a pension scheme, but it recognises that many small employers will not have the resources to make a contribution, and many employees may not want to either.

Therefore you do not have to make a contribution to your employee’s pensions if you do not want to, or you do not have the money to do so.

So what is a stakeholder pension?
It is a scheme where employees can save for their retirement using their own money and the Government supports this by giving tax relief and investment returns.

It is a low cost pension, which is particularly attractive for people who cannot afford to pay into an occupational scheme, or if their employer does not operate a company pension scheme and they want to plan for the future.

The Government says that stakeholder pensions would be a good investment for people who earn more than £10,000 per year.  For people who earn less than this, they may be better staying in the state pension scheme instead. 
It would be a good idea to speak to an independent financial advisor to find this out.

Are any employers exempt from providing access to a stakeholder pension scheme?
Yes, but only under the following conditions:

•
You employ less than five people in total (this includes casual staff)
•
You offer an occupational pension scheme that all staff can join within a year of starting work with you
•
You offer your staff a personal pension scheme which

o
Is available to everyone,
o
You contribute at least 3% of their basic pay to,
o
You deduct their contributions from their pay and pay it into the scheme, and
o
You offer an occupational scheme for some staff and a personal scheme for the rest.

What do I have to do?
If you have more than five staff, you must arrange for your staff who earn more than the NI lower earnings limit to have access to a stakeholder pension. Your staff can then decide if it’s the right choice for them.

You do not have to run a pension scheme; you just need to ensure you provide

access to one.

Then you need to

•
Choose a registered stakeholder pension scheme,
•
Discuss your choice with those employees who qualify,
•
Formally choose the scheme,
•
Give your employees the relevant details,
•
Arrange for the deductions from their pay into the scheme,
•
Give your employees the details about the deductions, and
•
Keep records of the deductions you make.

What else do I need to know?
•
A stakeholder pension scheme cannot charge more than 1% a year on the value of each member’s funds,
•
Members can transfer into or out of the scheme without charges, and
•
You can make contributions of £20 or more.
This information is from ’Stakeholder pensions, a guide for employers’ produced by the Department of Social Security.  Further advice is contained in this booklet which you can get free by telephoning the Inland Revenue Employer’s Order line on 08457 646 646. There is more information on the Internet at www.thepensionservice.gov.uk
Every effort has been made by Community Action Derby to ensure that the information given is accurate and not misleading, but Community Action Derby cannot accept responsibility for any loss or liability perceived to have arisen from the use of any such information. Only Acts of Parliament and Statutory Instruments have the force of law and only the courts can 
authoritatively Interpret the law.
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