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PENSIONS ACT 2008

EXPLANATORY NOTES

COMMENTARY ON SECTIONS

Part 1. Pension scheme member ship for jobholders

Chapter 1: Employers duties

Section 26: Quality requirement: personal pension schemes

71.

72.

73.

Section 26 provides the conditionswhich apersonal pension scheme must meet in order
to satisfy the quality requirement. In order to qualify, personal pension schemes must
only provide money purchase benefits (subsection (3)). The employer must be required
to contribute an amount equivalent to at least 3% of qualifying earnings (subsection (4))
and the jobholder must be required to make up any shortfall in contributions up to a
contributions total of an amount equivalent to 8% of qualifying earnings in the pay
reference period (subsections (5) and (6)). There will need to be agreements between
the scheme and the employer and the jobholder confirming the contributions required.
The employer must be required to pass over contributions to the scheme on the basis of
direct payment arrangements as defined by the PSA 1993 (subsection (7)).

As with money purchase schemes (section 20) there is adso a provision to ater
contribution levels should the repeal of contracting-out not have occurred by the time
these duties commence.

Subsection (9) contains aregulation-making power that allows the Secretary of Stateto
set an amount below which trustees and employers could choose to decline to accept
contributions. This could be used, for example, to enable schemes to not have to deal
with such minor amounts of contributions which are uneconomic to administer.
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