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Pension scheme settings 

The settings of a pension scheme determine how the 
pension will be calculated. 
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Assigning the scheme to employees 

• Assess your employees

• Determine if employees are 
Eligible, Non-Eligible or 
Entitled

• Eligible employees must be 
enrolled 
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Assigning the scheme to employees 

• Pension assessment

• Manually 
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Pension assessment
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Opt in 

Employees who are non-eligible or entitled can opt in to a pension scheme 

• Non-eligible employees who opt in, the employer must contribute 

• Entitled employees who opt in, the employer can choose to contribute
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Opt out 

Employees who are Eligible and have been automatically enrolled can opt out of a pension 
scheme

• The employee must request this through the pension provider 

• The pension provider will then inform you of the request
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Pension assessment



Calculations
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• Things to check before calculating

✓ Does the scheme use qualifying earnings ?

✓ Is the scheme deducted before or after tax ?



© 2022 The Sage Group plc, or its licensors. All rights reserved.

Calculations

Page 15

• Qualifying earnings

• When a pension scheme uses qualifying earnings the pensionable pay is calculated using the 
upper and lower thresholds 
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• Example calculation

• Pension doesn’t use qualifying earnings and is deducted before tax, employee contribution is 5% 
and employer is 3%

• Gross Pay = £2000

• £2000 is the pensionable earnings 

• 5% of 2000 = £100 (employee contribution)

• 3% of 2000 = £60 (employer contribution)
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• Example calculation

• Pension uses qualifying earnings and is deducted before tax, employee contribution is 5% and 
employer is 3%

• Gross Pay = £2000

• 2000 – 520 = £1480 (this is now the pensionable earnings)

• 5% of 1480 = £74 (employee contribution)

• 3% of 1480 = £44.40 (employer contribution)
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• Example calculation

• Pension uses qualifying earnings and is deducted before tax, employee contribution is 5% and 
employer is 3%

• Gross Pay = £8000

• Because the gross pay is higher than the upper earnings threshold, anything over the threshold is 
NOT classed as pensionable pay,

• 4189 – 520 = £3669 (this is now the pensionable earnings)

• 5% of 3669 = £183.45 (employee contribution)

• 3% of 3669 = £110.07 (employer contribution)
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• Example calculation

• Pension uses qualifying earnings and is deducted after tax, employee contribution is 5% and 
employer is 3%

• Gross Pay = £2000

• 2000 – 520 = £1480 (this is the pensionable earnings)

• 5% of 1480 = £74 

• 74 – 20% = £59.2 (this is now the employee contribution)

• 3% of 1480 = £44.40 (employer contribution)
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• Your turn

• Pension uses qualifying earnings and is deducted before tax, employee contribution is 5% and 
employer is 3%. Employee is monthly.

• Gross Pay = £1500

To send your 
answers click this 
icon on the right 

hand side
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• Answer

• Employee contribution = £49

• Employer contribution = £29.40
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Further support.
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Help Centre

www.sage.co.uk/help

• Search our knowledgebase

• Support guides

• Webinars

• Videos

• Get in touch
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http://www.sage.co.uk/help
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We know that running a business can be tough and at Sage 
we want to help you and your business with the many 
challenges you face.

That’s why Sage goes beyond great software solutions

As a valued Sage customer and member of the Sage 
community, you'll enjoy benefits that help you and your 
business by connecting with brilliant experts and industry 
peers.

Sage is here to help you grow and your business flow.

More than just great software
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A member of the Sage community
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All included as a member of Sage – FREE

Being a Sage member you get great software 

solutions, expert advise to get the most from 

your solutions and more help with the business 

challenges you face.  All wrapped in the human 

touch of Sage’s community of customers, 

partners and colleagues.

Exclusive member benefits include:

Learning
Member 

Masterclass

Community 

Forums

Award winning 

support
Business Advice

Software 

Certification

Find out more about these exclusive benefits.

https://www.sage.com/en-gb/membership/
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If you want to keep up to date with Member Masterclass, why 
not have the latest talks and articles delivered to your inbox 
by subscribing to the magazine.

Member Masterclass
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As a Sage customer or partner you have automatic access to exclusive benefits, which 
includes expert human advice in Member Masterclass.

We asked customers what the most pressing issues 
and problems are that they face in their business 
and have built Member Masterclass to support you 
with the challenges you face and help your 
businesses grow.

Season 1  looks at finding and keeping great 
people, while Season 2  focuses on unlocking 
productivity.

Each season includes a keynote talk, plus new 
talks published each week alongside short articles 
providing a range of insights, advice and 
inspiration. Talks are around 15 minutes long and 
bitesize articles are only a 5-minute read.

https://www.sage.com/en-gb/blog/members/unlocking-productivity/#gate-34fe7a87-32ae-4678-87f1-13a5d4b43783
https://www.sage.com/en-gb/blog/member-masterclass/
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Send us your 
questions

Download a 
handout

Submit your questions in the Q&A now!

This part of the webinar has no sound.
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Thank you!
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