JIRIS

IRIS PAYE-Master

Guide to creating Scottish Widows pension deductions

23/06/2015



JIRIS

Lo [T T o o o T o TS 2
Salary Exchange - based on Qualifying EQrnings ........cccccceveerecerrerrnerrensnenressseesssssnesssssnnesses 3
Net - based on QUAlIfYiNg EArNiNGS ......cccoeevceeriierreirirrrneiiecrneetesssnessssssnessssssnsesssssnnssssssnsssssses 5
Salary Exchange - based on Pensionable Earnings or Total Earnings...........cccceeeueeirinneeenn. 7
Net - based on Pensionable Earnings or Total EQrnings ........cccccccevveveeiiiineeiinciieccsnsiseecennne 9

www.iris.co.uk/customer



JIRIS

This guide will give you an overview of how to configure your pension deductions depending on

Introduction

your pension scheme in the payroll. Creating the output file is covered in a separate guide, see

the Pension Guide for more information.
The guide covers:

m Creating an employee pension deduction

B Creating an employer pension deduction

Scottish Widows permit employers to calculate the pension deduction based on a percentage of

Qualifying Earnings or Total Earnings; for more information click here.

The tax basis of the pension deduction can be via Salary Exchange (also known as Salary Sacrifice),

or Net (also known as Relief at Source).

For instructions on how to setup the employee and employer pension deduction, select your

pension scheme option from the list:

Salary Exchange - based on Qualifying Earnings

Net - based on Qualifying Earnings

Salary Exchange - based on Pensionable Earnings or Total Earnings

Net - based on Pensionable Earnings or Total Earnings
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http://reference.scottishwidows.co.uk/docs/49114.pdf
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A Salary Exchange (Salary Sacrifice) pension deduction is deducted from the employee’s pay
before Tax and NI is calculated, which means the employee is due to pay less Tax and NI. Scottish
Widows expect employer contributions to meet or exceed the statutory minimum and employee
contributions to be zero.

Salary Exchange - based on Qualifying Earnings

A Qualifying Earnings pension deduction is calculated as a percentage of the employee’s Qualifying
Earnings between the lower limit and upper limit. For tax year 2015/16, the lower limit is £5,824
and the upper limit is £42,385.

Add employee and employer pension deductions:

1. Go to the Pensions menu and select ‘Configure Pensions'

2. Click on‘Add New'

3. Onthe General tab, if you haven't configured | Peronfundpeaic =
. . . FundNo [ Scattish Widows
your Scottish Widows pension fund already, Genet | Bk | Cortbtins
enter all the details you have for Scottish tone - [Bcatsh Wiions triae D
Address 1 Figh Strect Output File W
Wl dOWS Stockton Include Employses |—;[
Postcode | T$183TP Scheme Type ©
. . B . Telephone |— Scheme Ref
In the Output File field, select ‘Scottish Catat [ e
. , o s Bl
Widows Vispsts | Next Paymert Dus -
Ev:rp‘:;xlryee | Special TaxRues [~ Mo
In the Include Employees field, select ‘All = = 1| o=
Employees’ S
4. Select ‘Contributions’ tab (@ penson Fund Decsitc ol
Fund No ld— Scottish Widows
5. Inthe Pension Type field, select ‘Auto G | B Cortbutons
Enrolment (Salary Sacrifice)’ Pension Type - [Ato Encknert {8y Sacfce) = Qualfying Scheme ¥
. R . Employee ————————————————————— Employer
6. Tick ‘Qualifying Scheme’ box
Cortribution |—m Contribution |—1m
7. Inthe Employee and Employer L e S e
sections, enter the pension contribution dd Enployess contrbutons o Enployers ¥
Ignore employes undempayment I
amounts to be applied when an
employee is automatically enrolled. e _ _ __ML

Choose the contribution Type, in most cases this will be %
8. Tick ‘Add Employees contributions to Employers’ box
9. Tick ‘Ilgnore employee underpayment’ box

10. Click 'Save’ and then ‘Close’
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Configure pension deduction pay elements:

1. Go to the Company menu and select ‘Details’
2. Select ‘Additions/Deductions’ tab

3. Tick ‘QE" box for all pay elements to include in
employees' total earnings when payroll assesses
employees for automatic enrolment

The employees’ pension contribution will also be
calculated on these pay elements

4. Click ‘Save’ and then ‘Close’

JIRIS

# Company Detsils
General Informtion | Oriine Services | Bank Detais Addtions.Deductions | Departmerts | Sundry |
Pay Code|Pay Description | Pay Type[Tax NI Pen [QE |Multiple [+

1 Basic Pay Add ¥ F T W
2 58P Add [N N B
3 SMP Add [N TN B
4 Holiday Pay Add ¥ F T W
5 Reserved rrrcra
6 ShPP Add [N TN B
7 SPP Add [ A B |
8 SAP Add F F C Fi
9 EE Pen Refund Add r O ra
10 ER Pen Refund Add r O ra
1 Unused Add r O ra
12 Unused Add r O ra
13 Unused Add [ R I R A |
14 Unused Add r O ra
15 Unused Add r rra 5|
Help Save | Undo | Close
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Net - based on Qualifying Earnings
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A Net pension is deducted from the employee’s pay after Tax and Nl is calculated, then the
employee receives basic rate tax relief on that pension deduction; for tax year 2014/15 the rate is
20%. Higher rate tax payers need to claim the remaining tax relief from HMRC. This method of
deducting pension contributions HMRC call relief at source (RAS).

In payroll, if say the employee’s pension deduction is 1%, you would be enter 1% in the employee’s
pension contribution value but the actual deduction will be 0.8% from their pay.

A Qualifying Earnings pension deduction is calculated as a percentage of the employee’s Qualifying
Earnings between the lower limit and upper limit. For tax year 2015/16, the lower limit is £5,824

and the upper limit is £42,385.

Add employee and employer pension deductions:

1. Go to the Pensions menu and select ‘Configure Pensions’

2. Click on‘Add New’
3. Select‘Contributions’ tab

4. Inthe Pension Type field, select ‘Auto
Enrolment (Stakeholder/NEST)’

5. Tick ‘Qualifying Scheme' box

6. Inthe Employee and Employer
sections, enter the pension
contribution amounts to be applied
when an employee is automatically
enrolled.

Choose the contribution Type, in most cases this will be %

7. Select the General tab, if you haven't
configured your Scottish Widows
pension fund already, enter all the
details you have for Scottish Widows

In the Output File field, select ‘Scottish
Widows'

In the Include Employees field, select
‘All Employees’

8. Tick ‘Special Tax Rules’ box
9. Click 'Save’ and then ‘Close’
10. Tick the Subtract Basic Rate Tax box

11. Click 'OK’

- N
& Pension Fund Details (7 ]
Fund Mo [4 Scottish Widows
Genemll Bank Contrbutions |
R O [E, 0 Envolment (Stakeholder/NEST)) - Qualifying Scheme ¥
Employee Emplayer
Contribution 100 Contribution 100
Type @5 g Type % g
Aedd Employees contributions to Employers [
Ignore employes undsrpayment ]
Help Save Close
— = — —
- N
& Pension Fund Details [ ==
Fund No [2 Scattish Widows
General | Bark | Contibutions
Name [Scottish Widows Unigue ID
Addess 14 igh Streat Output File Scoltish Widows _~
Stockton ndude Employees [ <]
Postcode | T5183TP SEEEE x
Telephone Scheme Ref
e Minimum Contribution 0.00
Email =
| Last Payment
Website | Next Payment Due -
Employee Special Tax Rules ¥ Yes
Fortal [
Help Save Close
J
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Configure pension deduction pay elements:

1. Go to the Company menu and select ‘Details’
2. Select ‘Additions/Deductions’ tab

3. Tick ‘QE" box for all pay elements to include in
employees' total earnings when payroll assesses
employees for automatic enrolment

The employees’ pension contribution will also be
calculated on these pay elements

4. Click ‘Save’ and then ‘Close’

JIRIS

# Company Detsils
General Informtion | Oriine Services | Bank Detais Addtions.Deductions | Departmerts | Sundry |
Pay Code|Pay Description | Pay Type[Tax NI Pen [QE |Multiple [+

1 Basic Pay Add ¥ F T W
2 58P Add [N N B
3 SMP Add [N TN B
4 Holiday Pay Add ¥ F T W
5 Reserved rrrcra
6 ShPP Add [N TN B
7 SPP Add [ A B |
8 SAP Add F F C Fi
9 EE Pen Refund Add r O ra
10 ER Pen Refund Add r O ra
1 Unused Add r O ra
12 Unused Add r O ra
13 Unused Add [ R I R A |
14 Unused Add r O ra
15 Unused Add r rra 5|
Help Save | Undo | Close

www.iris.co.uk/customer




JIRIS

Salary Exchange - based on Pensionable Earnings or Total Earnings

A Salary Exchange (Salary Sacrifice) pension deduction is deducted from the employee’s pay
before Tax and NI is calculated, which means the employee is due to pay less Tax and NI.

The pension deduction is calculated as a percentage of earnings you specified when setting up the
Scottish Widows scheme by choosing one of the following options:

m Pensionable Earnings - must be at least all basic earnings. This can exclude any variable
pay elements but must include geographical allowances

B Total Earnings - includes all of the employee’s earnings

Add employee and employer pension deductions:

1. Go to the Pensions menu and select ‘Configure Pensions’

2. Click on‘Add New’

3. Onthe General tab, if you haven't
configured your Scottish Widows
pension fund already, enter all the
details you have for Scottish Widows

In the Output File field, select ‘Scottish
Widows’

In the Include Employees field, select
‘All Employees’

4. Select ‘Contributions’ tab

5. Inthe Pension Type field, select ‘Main
Scheme - Salary Sacrifice’

6. Tick ‘Qualifying Scheme’ box

7. In the Employee and Employer
sections, enter the pension
contribution amounts to be applied
when an employee is automatically
enrolled.

- N
% Pension Fund Details (R
Fund No [ Scatish Widows
General | Bark | Contrbutions |
Name Unique 1D
Address 1 High Street Output File Scottish Widows >
Stockton ichude Employees [ <]
Postcode | T518 3TP EEEIS S
Telephone Scheme Rt
e — Minimum Cortrbuton [~ 0.00
Email =
] Last Paymert:
Website | Nexd Paymert: Due -
Employee Special TaxRules [T No
Fortal [
Help Save Close
— — — — )
- a
% Pension Fund Details [EER =
Fund Mo [4 Scottish Widows
General | Bank Contrbutions
Pension Type IMaln Scheme - Salary Saciifice ~| Quzlifying Scheme ¥
Employ Employer
Contrbution [~ 100 Contrbution [~ 100
Type &% O Type % Ok
Add Employees contributions to Employers 172
lgnors employes underpayment I
Help Save Close
= = — — )

Choose the contribution Type, in most cases this will be %

8. Tick ‘Add Employees contributions to Employers’ box

9. Tick ‘Ignore employee underpayment’ box

10. Click ‘Save’ and then ‘Close’
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Configure pension deduction pay elements:

1. Go to the Company menu and select ‘Details’

2. Select ‘Additions/Deductions’ tab ¥ Company Detis
General Infomation | Oniine Services | Bark Details Additions/Deductions | Departments | Sundiy |
3. Inthe Pen column, tick all the pay elements you Pay Code]Pay Deseripton _|PayTypelTax [N JFen GE [Matinis =
. . 1 Basic Pay Add 2NN I I |
want the pension deduction to be calculated on o P sd B R R W
3 SMP Add |2 T " T |
4 Holiday Pay Add | T R |
i . ’ i i 5 Reserved r O O rai
Tick ‘QE’ box for all pay elements to include in ° ece NN =N L=RE=BRA
employees’ total earnings when payroll r pad BB BT
. 9 Reserved Add F F T
assesses employees for automatic enrolment 10 Resene sd W OR O T
1 Pensionsable Add |z o
. 12 Unused Add F F C 1
4. Click ‘'Save’ and then ‘Close’ 1B Unused VR 2 AL
14 Unused Add | N A |
15 Unused Add E E [ E 1 -
Help Save | Undo | cose |
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A Net pension is deducted from the employee’s pay after Tax and Nl is calculated, then the
employee receives basic rate tax relief on that pension deduction; for tax year 2014/15 the rate is
20%. Higher rate tax payers need to claim the remaining tax relief from HMRC. This method of
deducting pension contributions HMRC call relief at source (RAS).

Net - based on Pensionable Earnings or Total Earnings

In payroll, if say the employee’s pension deduction is 1%, you would be enter 1% in the employee’s
pension contribution value but the actual deduction will be 0.8% from their pay.

The pension deduction is calculated as a percentage of earnings you specified when setting up the
Scottish Widows scheme by choosing one of the following options:

B Pensionable Earnings - must be at least all basic earnings. This can exclude any variable
pay elements but must include geographical allowances

B Total Earnings - includes all of the employee’s earnings
Add employee and employer pension deductions:
1. Go to the Pension menu and select ‘Configure Pensions’

2. Click on‘Add New'

3. Select‘Contributions’ tab

4. Inthe Pension Type field, select ‘Main [ & persion rund pesic e )
. "y Fund Mo |4 Scottish Widows
Scheme - PPP no tax relief |
General | Bank  Contributions
5. T|Ck Qualifying scheme bOX Pension Type |Main Scheme - PPP no tax relief Ll Qualifying Scheme ¥
Employee ———— Employer
6. Inthe Employee and Employer
) ) Contribution |—1M Contribution |—1DD
sections, enter the pension Tipe Fu Co Tipe Fu o
contribution amounts to be applied
Add Emplopees contributions to Emplayers |l
when an employee is automatically L5 T D e =
enrolled. b
] Save Close
Choose the contribution Type, in most — = —
cases this will be %
7. Select the General tab, if you haven't [ & persion furd et e |
. . . Fund No [1 Scoftish Widows
configured your Scottish Widows
General | Bark | Contributions
pension fund already, enter all the Newe [ e [
details you have for Scottish Widows 1o e Osparis  [sou Wiows ]
Stockton nchude Employees [ +]
h ile field | , ish Postcode | TS183TP Scheme Type =
In the Output File field, select ‘Scottis et [ S
Wi dOWS' CE:N.TG l— Minimum Corttribution |—om
nigess | R =
. Website I Next Payment Due hd
In the Include Employees field, select e | Soocial TacRkes [@ Yes
‘All Employees’ — e

8. Tick ‘Special Tax Rules’ box

9. Click 'Save’ and then ‘Close’
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Configure pension deduction pay elements:

1. Go to the Company menu and select ‘Details’

2. Select ‘Additions/Deductions’ tab # Company Detals
General Information | Online Servicss | Bank Details Addtions/Deductions |Departmema|5undry|
3. Inthe Pen column, tick all the pay elements you Py Code]Fay Description__|Pay Tyme|Tar [NI_JFen GE_[Matinle [<
1 Basic Pay Add L2 " A S |
want the pension deduction to be calculated on : s rd R R R ORo
3 SMP Add L T A |
4 Holiday Pay Add V ¥V ¥ M
i ‘ ! i i 5 Reserved Cr O ra
Tick ‘QE’ box for all pay elements to include in e i lRlR R
’ B 7 SPP Add L R R |
employees' total earnings when payroll T i B R OF R
. 9 Ressrved Add F F I
assesses employees for automatic enrolment 10 Reserved Add F K I T
i} Pensionsable Add I o
. 12 Unused Add F o
4. Click 'Save’ and then ‘Close’ 13 Unused Md R OF T
14 Unused Add [ N B R
15 Unused Add E E E [ 1 -
Help Save ndo | close |
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Software available from IRIS
IRIS Payroll Basics

Free, RTI compliant payroll software for companies with fewer than 10 employees

IRIS Payroll Business
Intelligent, easy to use payroll software for smaller businesses

IRIS Payroll Professional
Flexible payroll software for medium sized businesses

IRIS Bureau Payroll
Intelligent management for multiple payrolls

KashFlow Payroll
Cloud-based UK payroll software - accessible from anywhere on PC, Mac or tablet

IRIS P11D

The easy way to complete employee expenses and benefits returns

IRIS HR Manager
The easy way to keep employee data up-to-date

IRIS OpenPayslips
A secure web based solution that allows your employees to access, and download their e-payslips via an online portal

Stationery order line
Tel: 0844 815 5656

HMRC online service helpdesk

Tel: 0300 200 3600
Fax: 0844 366 7828
Email: helpdesk@ir-efile.gov.uk

HMRC employer helpline
Tel: 0300 200 3200

HMRC employer helpline (for new business)
Tel: 0300 200 3211

Support

Tel: 0844 815 5661 (Option 1)
Fax: 0844 815 5665
Email: payroll@iris.co.uk

IRIS & IRIS Software Group are trademarks © IRIS Software Ltd 06/2013. All rights reserved

Call 0844 815 5656, or visit iris.co.uk to find out more



