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Introduction
Pensions Extra allows pension contributions to be made to either the Universities Superannuation Scheme (USS) or the University of East Anglia Staff Superannuation Scheme (UEASSS) in a way which reduces the level of National Insurance contributions.  The effect is to increase your net pay and also help the University to continue to meet the increasing costs of pension arrangements for its staff.  
The scheme works by transforming your pension contributions into employer contributions.  Instead of paying the normal monthly pension contribution, you agree to sacrifice an equivalent amount of gross pay and in return the University increases its contribution by this same amount.

By agreeing to reduce your contractual gross pay by the value of your monthly pension contribution, the amount that both you and the University pay in National Insurance Contributions (NIC) reduces. Reductions in NI mean that your take-home pay increases.  Pension contributions are already deductible for income tax purposes and so Pensions Extra does not affect your income tax position.

By participating in Pensions Extra you agree to a change in your terms and conditions of employment. Most staff benefit and are automatically enrolled.  Certain staff/groups may not benefit and are initially excluded but can opt to join if they wish to.  If you are brought into Pensions Extra through auto enrolment, as opposed to contractual enrolment, we will allow you to opt out within the first 3 months.  There are also future opportunities to opt-in or opt-out of the scheme on an annual basis or if you experience significant ‘lifestyle events’.  
This document explains how this works in practice and answers commonly asked questions.  Further information can be obtained from the Payroll and Pensions Office at the University or from other external sources and contact details are provided at the end of the document.
Please note..…

The scheme does not affect any other salary-related payments or benefits that you receive from the University, such as salary increases and overtime payments.  These continue to be based on your ‘reference salary’, which refers to your pay before taking into account any salary sacrifice adjustments such as Pensions Extra, Childcare Vouchers, Cycle to Work Scheme or the UEA Nursery Scheme.  Your reference salary will also be used to determine your pensionable salary and when confirming your salary for other purposes, for example, loan applications, mortgage requests and job references.

How does it work?

· You do not make your normal pension contributions.

· Your contractual gross pay is reduced by an amount equal to the current normal pension contribution for the scheme you are a member of.
· In return, the University increases its contribution to the relevant pension scheme in respect of your pension by the same amount.

· As a result, you and the University pay lower National Insurance contributions.  This is because the employee pension contributions are subject to NIC whereas the University’s pension contributions are not.

· Your take home pay increases.  Examples of how this changes pay and deductions are shown on payslips provided in this document, together with a table showing savings for a range of different salaries. 
· As a participant in Pensions Extra, you are accepting a change in your Terms and Conditions of Employment because you are sacrificing salary in exchange for the University paying additional pension contributions on your behalf.  Similar arrangements apply to other schemes operated by the University such as Childcare Vouchers (Fideliti Ltd), UEA Nursery Salary Sacrifice Scheme and Cycle to Work, which provide tax and NI savings.


Other pay and benefits are unaffected, specifically: 

· Your pensionable salary will remain unchanged and so your pension benefit will not be affected.

· Your state pension will not be affected as national insurance contributions are still being made
· Other salary-related payments such as pay increases and overtime are unaffected and continue to be based on the ‘reference salary’ before reduction for pension contributions and other salary sacrifice schemes.

· Your income tax position is not affected since pension contributions are already deductible for tax purposes.

· If you pay Additional Voluntary contributions (AVCs) then these continue as normal and are not affected by the scheme.

· If you are over state pension age then you do not pay NIC and therefore do not personally make a saving of NIC. You are still included in the scheme as the University pays lower NICs.
Will I be enrolled / How do I join?

Most employees benefit from Pensions Extra and new employees are automatically included when they join the Universities Superannuation Scheme (USS) unless they choose to opt-out, when they will need to complete a Pensions Extra opt-out form, 
There is also an opportunity on each anniversary of the introduction of Pensions Extra for staff to opt in or opt out of the scheme, both forms are available on the Finance Intranet https://intranet.uea.ac.uk/fin/payrollpensions and are to be returned by the 31st October.  In addition, if you experience certain significant changes in your circumstances, known as ‘Lifestyle Events’ then you will have a further opportunity to opt-in or opt-out – see page 9 for more detail on this.
However depending upon earnings limits a small number of staff may not benefit from these arrangements and so are excluded from automatic enrolment.  Further details are provided below.
Staff not automatically enrolled
In certain circumstances it may not be possible or beneficial to join the Pensions Extra.  Any staff who fall into the categories described below will be advised that they are not automatically enrolled and will pay employee pension contributions in the normal way.  Staff excluded in this way should contact the Payroll and Pensions Office if they believe it may be beneficial to participate and/or wish to discuss this further.  Such staff can then opt in to Pensions Extra if they wish; but will need to monitor any future change in their situation.

National Minimum Wage

If your gross pay in any period, after allowing for all benefits paid via salary sacrifice, falls below the National Minimum Wage (NMW) you will not be able to participate, since it is illegal to reduce an employee’s pay below NMW.  The NMW is currently £6.70 per hour as at 01/10/2015 (approx £12,630 p.a. for a standard 36¼ hour week) for individuals aged 21 years and over and £5.30 for those aged 18 to 20.  We are required to monitor pay levels against the NMW and automatically exclude you from Pensions Extra if this situation should arise. 
National Living Wage

This applies to those aged 25 and over and as of 01/04/2016 the NLW value is  £7.20 per hour, (approx £13,572 p.a. for a standard 36¼ hour week). We are required to monitor pay levels against the NLW after allowing for all benefits paid via salary sacrifice and may exclude you from Pensions Extra or an alternative salary sacrifice if the situation should arise and you go below this figure. 
Short-term contracts
If you are on a fixed term contract which will expire within two years of the start of Pensions Extra then you will not be automatically enrolled, since you are not able to claim a refund of contributions paid under Pensions Extra after 3 months.  If you have no intention of claiming a refund you may wish to opt-in.
National insurance thresholds (including irregular work patterns)
If your gross earnings after allowing for all benefits paid via salary sacrifice fall below £5,824 p.a
. (Lower Earnings Limit) then you will not benefit from NI savings and could lose entitlement to some state benefits.  
In order to avoid the risk of individuals being automatically enrolled in Pensions Extra and being worse off, the University suggests a threshold of £6,500 p.a.
.  If your expected annual earnings currently fall below this threshold, or you work on an irregular basis such that this might arise, then you should check whther it’s beneficial for you to join Pensions Extra.
More detailed questions and answers
1
How much will I save under Pensions Extra?
The amount you save depends on the scheme you are in and your level of pay, and is driven entirely by the NIC rates.  The following table provides a guide on what you can expect to save on an annual basis based on NIC and pension contribution rates at 01/04/2016:

	Annual salary
	Saving

	
	
	USS member
	UEASSS member

	£
	
	£
	£

	14,798
	
	142.06
	142.06

	15,632
	
	150.07
	150.07

	19,828
	
	190.35
	190.35

	24,298
	
	233.26
	233.26

	28143
	
	270.17
	270.17

	33,574
	
	322.31
	322.31

	37768
	
	362.57
	362.57

	40,082
	
	384.79
	384.79

	47,801
	
	76.48
	76.48

	55,389
	
	88.62
	88.62

	66,000
	
	105.60
	  105.60


The savings will be different for individuals who pay NIC at the reduced married women’s rate – see question 2.

NIC savings are smaller for higher earners because the rate at which NIC is paid reduces from 12% to 2% for earnings over the NIC Upper Earnings Limit (£43,000 per annum for 2016/17). 
2.      I pay NI at the reduced married women’s rate; will I benefit from Pensions
Extra?
If you pay NIC at the reduced rate for married women and widows (applicable to those employees who made this election prior to 12 May 1977), you pay NIC at a reduced rate of 5.85% .You will still make NIC savings from participating in Pensions Extra but your savings will be based on this rate rather than the amounts referred to elsewhere in this document
3
Does Pensions Extra comply with current tax laws?
There is no legislation as such but HMRC have produced guidance for employers in relation to salary sacrifice arrangements for pension contributions.  We informed HMRC upon the introduction of Pensions Extra and provided full details of how it is operated.  We have obtained formal clearance from HMRC.


4
Will Pensions Extra affect any aspect of my pension benefits?

No.  Your pension benefits are based on your pensionable salary, which is based on your reference salary before Pensions Extra and this remains unchanged.  Similarly, death in service benefits or any benefits payable to spouses or dependents will not be affected.
5
Will my protection under the Pension Protection Fund legislation be affected?
The protection offered under legislation reflects the amount of pension accumulated and is not linked to the level of employee contributions.  Therefore Pensions Extra has no effect on your protection.

6
What happens if I leave the University or the pension scheme?
If you leave the University and/or the scheme with two or more years' qualifying service there will be no change to the current arrangements. You will have the choice of a deferred pension and lump sum, or a transfer value to another pension arrangement.

If you leave with less than two years' qualifying service you have similar options (a deferred pension and lump sum, or a transfer value) as above plus the option of a refund of your member contributions. You will not be able to select a refund of any contributions for any period during which you have participated in Pensions Extra (because the pension contributions that have been paid for you by your employer are not member contributions).  However, if you leave within three months of joining you will be put back into the position you would have been had you not joined the pension scheme at all.

7
What about Additional Voluntary Contributions (AVCs)?
Pensions Extra does not apply to AVCs.  You continue to pay AVCs, if taken out before April 2016 in the normal way.
8
I am over state retirement age and don’t pay NI.  Will I be affected?
If you are over the State retirement age (you do not pay NIC on your earnings and as a result you will not benefit from any NIC savings. You will be no worse off or better off through continuing to participate in Pensions Extra, and will continue to be included in the arrangements unless you contact the Payroll and Pensions Office to request an opt-out form which will need to be signed and returned.

9
Can Pensions Extra impact on my state pension?
There is no effect on your state pension unless your reduced salary (after the sacrifice of pension contributions under Pensions Extra) falls below the ‘Lower Earnings Limit’ (LEL).  LEL is currently £5,824 p.a.
. 
10
Does Pensions Extra affect Working Tax Credits and Child Tax Credits?
Pensions Extra will not normally reduce Tax Credits but you are advised to contact the Tax Credit helpline (0345 300 3900) if you need advice.  https://www.gov.uk/topic/benefits-credits/tax-credits
11
What happens if I am on maternity/ paternity/adoption leave?

If you have more than 52 weeks’ service at the Qualifying week for Statutory Maternity Pay (SMP) then you will be paid Occupational Maternity Pay (OMP) and will be no worse off under Pensions Extra.

If you have between 26 and 52 weeks’ service then participation in salary sacrifice arrangements (including Pensions Extra) could result in a reduced SMP for the first 6 weeks of your maternity leave.  This is because SMP is based on average previous earnings for NI purposes which are reduced under Pensions Extra.  When you advise the University of your intention to take maternity leave, you should consider your options to opt out of Pensions Extra due to the significant change in your circumstances.

If you have not opted out, then generally you will continue to participate in Pensions Extra whilst being paid OMP but will automatically be opted out during periods of SMP as you cannot make a sacrifice from statutory pay. The University will pay the additional employer’s contribution on your SMP

Similar arrangements apply if you are taking paternity or adoption leave and further information can be obtained from the Payroll and Pensions Office.

12
Can Pensions Extra impact on other state benefits?
Entitlement to most state benefits is dependent upon your level of earnings and so we suggesr a threshold of £6,500
,  If this level applies to you then you can still opt in to Pensions Extra if you wish to do so but do check the rules for the calculation of state benefits and tax credits. If you are in receipt of other benefits, you will need to check with the relevant authority to confirm whether there is any impact on those benefits should you choose to participate in Pensions Extra.  

13     What happens if I go on unpaid leave?

During a period of unpaid leave, pension contributions would not normally be paid.  If you wished to continue paying pension contributions during any period of unpaid leave then you still have the option of paying the total normal contributions (i.e. the total of normal employee and employer contributions).    

If you wished to opt-out/opt-in of Pensions Extra at the beginning/end of a period of unpaid leave then this may be possible if it is considered to be a ‘Lifestyle Event’.  Contact the Payroll and Pensions Office to discuss this further and to request the necessary forms https://portal.uea.ac.uk/finance/payroll if you wish to opt-in or opt-out in these circumstances  


14
What happens if I am on long term sickness absence?
During a period of long term sickness absence, your pension contributions would continue as normal provided that you continued to receive sufficient salary to cover the amount of pension sacrifice.  If you commence a period of unpaid sickness absence then pension contributions would not normally be paid.  If, however, you wished to continue paying pension contributions during any such period, you still have the option of paying the total normal contributions (i.e. the total of normal employee and employer contributions).    
If you wished to opt-out/opt-in of Pensions Extra at the beginning/end of a period of long term sickness absence then this may be possible if it is considered to be a ‘Lifestyle Event’.  Contact the Payroll and Pensions Office to discuss this further and to request the necessary forms if you wish to opt-in or opt-out in these circumstances  
15
Will Pensions Extra affect my payments to the Child Support Agency (CSA)?
Child maintenance payments to the CSA are calculated with reference to your net income i.e. your pay after the deduction of pension contributions, tax and NIC. Under Pensions Extra your net income will increase because you are paying less NIC and your child maintenance payments may therefore increase as a result.

You should notify the CSA of any change in your net income. Contact details for the CSA and further information can be obtained from the CSA’s website at https://www.gov.uk/child-maintenance
16
Will Pensions Extra affect my student loan repayments?
If you are repaying a student loan taken out with the Student Loans Company, your student loan repayments may be reduced slightly as a result of participating in Pensions Extra. This is because your repayments are calculated based on your gross earnings after deduction of salary sacrifice arrangements including Pensions Extra.


17
When am I able to opt-in or opt-out of Pensions Extra?
Staff are able to opt-in or opt-out either on the Pensions Extra anniversary date (1 November), the form to reach the Payroll & Pensions Office by 31st October, or as a result of a Lifestyle Event. 


18
What is a ‘Lifestyle Event’
If your situation changes significantly this is known as a Lifestyle Event and you can choose to opt-in or opt-out at that point. Lifestyle events include:-

· Pregnancy

· Notification, commencement of or return from maternity leave
· Birth/adoption of a child
· Marriage/civil partnership/divorce/separation
· Death of a partner
· Commencement of or return from long term sickness
· Material changes in partner’s circumstances (e.g. redundancy)
· Commencement of or return from unpaid leave
· Moving from a fixed term contract to a permanent contract

Contact the Payroll and Pensions Office for further information and to request the necessary forms if you wish to opt-in or opt-out in these circumstances.
19
What happens if I opt-out?
You just continue to make employee pension contributions as before; but you will not benefit from any reduction in NI contributions available under Pensions Extra.


20
What’s the difference between my reference salary, my contractual gross pay and my pensionable salary?

Your reference salary is your annual salary before adjustment for any salary sacrifice schemes such as Pensions Extra, Childcare Vouchers, the UEA Nursery Salary Sacrifice Scheme and Cycle to Work.  The reference salary is used as the basis for other payments such as salary increases and overtime and is the salary figure quoted when confirming personal details for mortgage letters, loan applications and job references.


Contractual gross pay includes your reference salary and any other payments such as bonuses, less any amounts deducted under salary sacrifice schemes.  Contractual gross pay is then subject to tax and NI deductions.


Your pensionable salary includes your reference salary plus any other earnings which are regarded as pensionable under USS or UEASSS.  Your pensionable salary is not reduced by any salary sacrifice arrangements.

21
Do I get any additional tax savings under Pensions Extra?
No.  Your pension contributions are already deducted for tax purposes so you will not get any additional tax savings, but you will benefit from reduced NI contributions.

22
How long is Pensions Extra going to operate for?
The University plans to operate the scheme indefinitely.  However, if tax, NI or pension law is changed, or it is no longer viable for the University to operate the scheme then we reserve the right to withdraw it.  In such circumstances we would revert to a Contributory based pension scheme and you would then pay employee contributions as before.
23
How do I find out more if I need?
If you wish to clarify any aspect of the Pensions Extra arrangements then please contact the Payroll and Pensions Office.  If you are still unsure about whether you should join, then you should seek your own independent financial advice.  Useful contact details are provided at the end of this document
Example of payslips
Payslip for USS member not in Pensions Extra, with a deduction of 8%
	Date

28/01/16
	Employee No

1234567
	Name

Mr J BLOGGS
	Week/Month No.

01

	Payroll

UEA3
	Department

XXXX

	Pay Method

BACS
	Tax Code

1100L
	NI Number

AAXXXXXXA
	NI Code

A
	
	

	PAYMENTS
	UNITS
	RATE
	VALUE
	DEDUCTIONS
	VALUE

	Salary
	2500.00
	Tax paid

Nat Insurance

USS Pension Cont
	283.33
219.40
200.00

	TOTAL

PAYMENTS
	2500.00
	TOTAL

DEDUCTIONS
	702.73

	
	
	
	
	
	

	
	
	
	
	NET PAYMENT
	1797.27


Payslip for USS member in Pensions Extra (@ 8%)
	Date

28/01/16
	Employee No

1234567
	Name

Mr J BLOGGS
	Week/Month No.

01

	Payroll

UEA3
	Department

XXXX

	Pay Method

BACS
	Tax Code

1100L
	NI Number

AAXXXXXXA
	NI Code

A
	
	

	PAYMENTS
	UNITS
	RATE
	VALUE
	DEDUCTIONS
	VALUE

	Salary

PenExtra (USS)
	2500.00

200.00-
	Tax paid

Nat Insurance

 
	283.33
195.40

	TOTAL

PAYMENTS
	2300.00
	TOTAL

DEDUCTIONS
	478.73

	
	
	
	
	
	

	
	
	
	
	NET PAYMENT
	1821.27


Monthly saving of £24 gives a total annual saving in NI contributions in the above example of £288 per year. 
[Note: Example above based on a USS member earning £30,000 per year for 2016/17 and assuming the standard tax code of 1100L]
Further information
At the University
Payroll and Pensions Office

 Email queries to: payroll@uea.ac.uk
 Or telephone: Margaret Jennis (ext 2677),Duncan Sides (ext 2676)
https://portal.uea.ac.uk/finance/payroll
Other Useful Resources
HMRC

Detailed guidance is available at: https://www.gov.uk/government/organisations/hm-revenue-customs, in particular the following link provides detailed guidance on salary sacrifice in relation to pension contributions:-

https://www.gov.uk/guidance/salary-sacrifice-and-the-effects-on-paye
Tax Credit Helpline
Visit http://www.direct.gov.uk/en/Dl1/Directories/DG_10011368
Or telephone 0345 300 3900

State Pensions Advice Helpline

Visit:  www.pensionsadvisoryservice.org.uk/ 
Or: https://www.gov.uk/contact-pension-service
Independent Financial Advice

Visit IFA Promotions Ltd at  www.unbiased.co.uk
� Effective from 1 April 2016, reviewed by HMRC annually


� Reviewed annually


� LEL is determined by HMRC; normally on 1 April each year.


� to be reviewed periodically
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