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Introduction

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

m Creating an employer pension deduction

NEST permit employers to calculate the pension deduction based on a percentage of Qualifying

Earnings, Pensionable Earnings or Total Earnings; for more information click here.

The tax basis of the pension deduction can be via Salary Sacrifice or Relief at Source.

For instructions on how to setup the employee and employer pension deduction, select your pension
scheme option from the list:

Salary Sacrifice pension - based on Qualifying Earnings

Relief at Source - based on Qualifying Earnings

Salary Sacrifice - based on Pensionable Earnings, Total Earnings or Custom Earnings

Relief at Source - based on Pensionable Earnings, Total Earnings or Custom Earnings
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http://www.nestpensions.org.uk/schemeweb/NestWeb/public/helpcentre/contents/how-to-calculate-contributions.html
http://www.nestpensions.org.uk/schemeweb/NestWeb/public/helpcentre/contents/salary-sacrifice.html
http://www.nestpensions.org.uk/schemeweb/NestWeb/public/helpcentre/contents/how-tax-relief-works-with-nest.html
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Salary Sacrifice pension - based on Qualifying Earnings

A Salary Exchange 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.

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 pension deduction:

1. Go to the Company menu and select ‘Alter Payments / Deductions’
2. Click on‘Add New’
3. On the message asking if you want to use the wizard, click *No’
4. Enter a Name for the pension deduction (I Settings for New Payment/Deduction 20 eSS |
10 Number W Name |AE Salany Saciifice - EE
5. In the Category field, select ‘Apply Before Tax & NI
. y Category
Calculatlon IAppIy Before Tax & NI Calculation LI
6. Inthe + or - field, select ‘Deduction’ [Detucon =1
Type |
7. 1In the Type field, select ‘Percentage Auto Enrolment’ | |::,Cemage FAeY— =
A heck % Settings .. L
8. Range check should be the default of *“None’ | INQ = =11
9. Report Group should be the default of *<None>’ i Iﬁeportsmup ﬁﬂ_lg_l !
{l <Maones hd L
10. When Clear Totals field is set to ‘Annually’, during Year- lﬂ‘"‘;‘“—'_l - Sttt B |
hinual s ate Tax
end Restart the year to-date total for this pension . P —
deduction will be clear along with other year to-date totals [ Baiinbid [ FomsndisEaries
11. Click ‘OK’ K| gee |

Add employer pension deduction:

1. Go to the Company menu and select ‘Alter Payments / Deductions’
2. Click on ‘Add New’

3. Click *No’ to the message asking if you want to use the wizard
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4. Enter a Name fOI‘ the pension deduct|on rm Settings for New Payment/Deduction 21 uw
. . ID Mumber [21 Mame [4E Salary Sacrifice - EFY
5. In the Category field select ‘Display Item Only’ - el
Category
This option is chosen so the employee’s pay isn't [Display ttem Oriy =l
affected. If you don’t want to show the employer’s vor-

. , . . Deducti -
deduction on the employee’s payslip, select ‘Display ITy;“C = =
Item Only - Hidden from Payslip’ I IPercentageAuto Enralment LI :

. . A heck % Settings ... | i
6. Inthe + or - field, select ‘Deduction’ I | foe =il
. Settings ... I
7. In the Type field, select ‘Percentage Auto || RepotGroup e |
M - |
Enrolment’ f | Lo =
ear to-date totals )
‘None o = e
8. Range check should be the default of *None
¥ Fension I~ Qualifying Eamings
9. Report Group should be the default of *<None>’ I Berefitinkind [~ Pensionable Earings
10. When Clear Totals field is set to ‘Annually’, during (s (G
Year-end Restart the year to-date total for this
pension deduction will be cleared along with other year to-date totals
11. Click ‘OK’
Enter default percentage for the employee and employer pension deduction:
1. Go to the Company menu and select ‘Alter Payments / Deductions’
2. Next to the employee pension deduction, (I company Payments & Deductions ===
click in the *‘Standard’ field and enter the — T
an Description | Standard | L:\iely lezer}l Account
default percentage 22 AENet-EE 100 %
23 |AE Net-ER 1.00 %)
R . 24 | AE Gross - EE 'I.EIEIE
3. Next to the employer pension deduction, 25 A Gross -ER 1.007%
26 Salary Sacrifice - EE 1.00 %)
click in the ‘Standard’ field and enter the s R .00
el - . E
29 Met-ER 1.00
default percentage B e T
31 | Gross-ER | T =
Formulas Edit I Add Mew | Inzert | oK. I Cancel
Configure pension deduction pay elements:
1. Go to the Pension menu and select *Configure [ [E—r—
Earnings’ Selay | Fiates | PapDieds
A o - Ea=
2. Tick ‘Qualifying Earnings’ box for all pay Sl o -
Statutory Maternity Pap i a
elements to include in employees’ total earnings Stafuio Paberdy Pay i o
. Statutary Adoption Pay ] ]
when payroll assesses employees for automatic Statutony ik Pay F E
|Holiday Pay o u]
enrolment
The employees’ pension contribution will also be ]
calculated on these pay elements o cae Carcel

3. Click ‘0K’
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Relief at Source - based on Qualifying Earnings

A Relief at Source pension is deducted from the employee’s pay after Tax and NI 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.

In payroll, if say the employee’s pension deduction is 1%, you would enter 1% in the employee’s
standard amount 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 pension deduction:

1. Go to the Company menu and select ‘Alter Payments / Deductions’
2. Click on ‘Add New’
3. Click *No’ to the message asking if you want to use the wizard
4. Enter a Name for the pension deduction (D settings for New Payment/Deduction 22 el |
10 Mumber E MName IAE aftertax - EE
5. In the Category field select ‘Apply After Tax & NI —
ategary
Calculation’ | &pply After Taw s NI Calculstion =
6. Inthe + or - field, select ‘Deduction’ ' et = |
Type
7. In the Type field, select ‘Percentage Auto Enrolment’ | [Fercenoge A Encinen = | §
o Rangs check % Settings ... :
8. Range check should be the default of "None’ | e EIRN
| S Seftings ... :
9. Report Group should be the default of *<None>’ || [ehones =
I Clear to-date totals X
10. When Clear Totals field is set to ‘Annually’, during Year- Ay ElE
end Restart the year to-date total for this pension KP ;Q“a“'“”gh’”‘”gs
EBenefit in kind Fenszionable E amings
deduction will be clear along with other year to-date totals i
oK | LCancel |

11. Tick ‘Subtract Basic Rate Tax’ box

12. Click ‘OK’

Add employer pension deduction:

1. Go to the Company menu and select ‘Alter Payments / Deductions’
2. Click on ‘Add New’

3. Click *No’ to the message asking if you want to use the wizard

4

Enter a Name for the pension deduction
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5. Inthe Category field select ‘Display Item Only’ [0 Settings for New Payment/Deduction 23 (esim |
1D Mumber |22 Mame [4E after-tax - ER
This option is chosen so the employee’s pay isn't affected. If -
ateqary
you don’t want to show the employer’s deduction on the [Display ttem Oy =
employee’s payslip, select ‘Display Item Only — Hidden |+D°r.; _ =
from Payslip’ 0 Tuee |
: IPercentage Auto Enralment ;I :
6. Inthe + or - field, select ‘Deduction’ | Iﬂmcheck zsgnngs;l !
| Mane - |
7. In the Type field, select ‘Percentage Auto Enrolment’ | —— E |
8. Range check should be the default of *‘None’ I— o LI
fomay < T
9. Report Group should be the default of *<None>’ —— T
10. When Clear Totals field is set to ‘Annually’, during Year- P T
end Restart the year to-date total for this pension L o || Gaed |

deduction will be clear along with other year to-date totals

11. Click ‘OK’

Enter percentage for the employee and employer pension deduction:

1. Go to the Company menu and select ‘Alter Payments / Deductions’

2. Next to the employee pension deduction, (1 Company Payments & Deductions =)
click in the *‘Standard’ field and enter the eI
No | Description | Standard | L;vevery Ugs; | Account
default percentage 22 AENat EE 1.00 3%
23 |AE Net-ER 1.00 3%
. . 24 |AE Gross - EE 1.00 %]
3. Next to the employer pension deduction, 25 A Gross-ER 1.00 %
26 | Salary Sacirifice - EE 'IIJEIE
click in the ‘Standard’ field and enter the 27 [Saay Samifa - EF 10l
23 |Met-ER 1.00 /%)
default percentage 2 et ER_ e L
31 |Gross-ER | T =
Formulas Edit I Add New | Inzert I oK LCancel I
Configure pension deduction pay elements:
1. Go to the Pension menu and select *Configure B oo Eomins
Earnings’ Satsy | o | Pyl
. o . A
2. Tick ‘Qualifying Earnings’ box for all pay Salan) o 5
Statutory Maternity Pay = a
elements to include in employees’ total earnings Stateony Patsedy Pay i o
. Statutory Adoption Pay ] ]
when payroll assesses employees for automatic Stotulry Sick Pay = o
|Holiday Pay o u]
enrolment
The employees’ pension contribution will also be =
calculated on these pay elements o e Corcel

3. Click ‘OK’
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Salary Sacrifice - based on Pensionable Earnings, Total Earnings or Custom

Earnings

A 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. NEST expect employer
contributions to meet or exceed the statutory minimum and employee contributions to be zero.

The pension deduction is calculated as a percentage of earnings you specified when setting up the
NEST scheme by choosing one of the following options:
B Pensionable Earnings — set 1 or tier 1 must be equal to or more than the employee’s basic
pay. Set 2 or tier 2 must be at least 85% of the employee’s Total Earnings.

B Total Earnings — set 3 or tier 3 includes 100% of an employee’s gross earnings as
pensionable. This includes any additional pay elements, such as overtime or bonuses.

m Custom Earnings — provides you with complete flexibility over the earnings bases and
contribution levels.

Add employee pension deduction:

1. Go to the Company menu and select ‘Alter Payments / Deductions’

2. Click on ‘Add New’

3. Click *No’ to the message asking if you want to use the wizard

4. Enter the Name of the pension deduction (] Settings for New Payment/Deduction 26 (st |

. \ 1D Murnber IF NameISalary Saciifice - EE
5. In the Category field select ‘Apply Before Tax & NI
o Categary
CaICUIatlon’ IAppIy Befare Tax & NI Calculation LI
6. Inthe + or - field, select ‘Deduction’ Bae
IDeduction j I
7. Inthe Type field, select ‘Percentage’ || I
I IPercentage j I
8. In the Range check field, leave the default as *‘None’ | Range check xsatings.. |||
I INone LI
9. In the Report Group field, leave the default as I Settings |
{l eport Group
‘<N°ne>’ i <Mone> ;I
| ICIear to-date tatals .

10. When Clear Totals field is set to *Annually’, during Annaly 7| Sl eree peete
Year-end Restart the year to-date total for this pension : I Guslifying Earings
deduction will be clear along with other year to-date totals LN R m T S

11. Tick the *Pension’ box | : - Lance

\—| [ Percentage calculation for Salary Sacrifice - EE based on..

12. Click the ‘% Settings’ and then tick all the pay elements iy [ |

v Selar ierarchical ymenisibeds
ou want the pension deduction to be calculated on | prer:Hour Py Lt
Yy p
. ] I~ 04T Houws Pay —;l

13. Click 'OK’ on the Percentage calculation screen e

I~ SMP.SAP. OSFP & ASPP
. . I™ Holiday Pa

14. Click *OK’ on the Settings for New Payment/Deduction | +
screen to save the new employee pension deduction me o | L |

oK Cancel
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Add employer pension deduction:
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Go to the Company menu and select ‘Alter Payments / Deductions’

Click on ‘Add New’

1.
2
3. Click *No’ to the message asking if you want to use the wizard
4
5

Enter the Name of the pension deduction ] settings for New Paymesiibesocton 27
1D Number l? r»lamel&alar}I Saciifice - ER
In the Category field select ‘Display Item Only’ —
Diizplay Item Onl -
This option is chosen so the employee’s pay isn't affected. iy emOr |
If you don't want to show the employer’s deduction on ||| [Deducton =1
the employee’s payslip, select ‘Display Item Only — . IT:D 0
. .y ercentage -
Hidden from Payslip N xSelings.. |
- fi Y = 7 f INnne ;I
6. Inthe + or - field, select ‘Deduction I . =
i eport Group
7. In the Type field, select ‘Percentage’ Il [<Nones =]
| Clear to-date totals )
8. In the Range check field, leave the default as ‘None’ T I el
§ I Qualifying Eamings
9. In the Report Group field, leave the default as Elstrertinkinl [ Psbnaie Eamiias
‘<None>’
juls | LCancel |
10. When Clear Totals field is set to ‘Annually’, during . J

Year-end Restart the year to-date total for this pension deduction will be clear along with

other year to-date totals

11. Tick the *Pension’ box

12. Click the ‘% Settings’ and then tick all the pay elements you want the pension deduction to

be calculated on

13. Click 'OK’ on the Percentage calculation screen

14. Click *OK’ on the Settings for New Payment/Deduction screen to save the new employer

pension deduction

Enter default percentage for the employee and employer pension deduction:

1. Go to the Company menu and select ‘Alter Payments / Deductions’

2. Next to the employee pension deduction,
click in the ‘Standard’ field and enter the
default percentage

3. Next to the employer pension deduction,
click in the ‘Standard’ field and enter the
default percentage

= ™
m Company Payments & Deductions ﬂ
Mo | Description | Standard | Weskly | Weekly Account
Lower | Upper
22 AE Net-EE 1.00 %)
23 | AE Net-ER 1.00 %)
24 |&E Gross - EE 1.00 %)
25 AE Gross-ER 1.00 %)
2B | Salary Sacrifice - EE 1.00 %)
27 | Salarp Sacrifice - ER 1 DDE
28 Met-EE 1.00 %)
29 [Met-ER 1.00 %)
30 Gross-EE 1.00 % I
N |Gioss-ER I 1.DUI% -
Formulas Edit I Add Mew | Inzert | oK Cancel
€ J
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Configure Qualifying Earnings:

1. Go to the Pension menu and select *Configure
Earnings’

2. Tick ‘Qualifying Earnings’ box for all pay
elements to include in employees’ total earnings

when payroll assesses employees for automatic
enrolment

3. Click ‘0K’
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Bl Configure Eamings =
Salaiy | Rates | Pay/Deds
Qualifying Pensionable | *|
Payment | Earnings Eamings
Salary o ]
Statutory Maternity Pay C:j u]
Statutory Paternity Pay o ju]
Shared Parental Pay o ]
Statutory Adoption Pay o ]
Statutory Sick Pay o u]
Holiday Pay 1 ]
K Saxe LCarcel
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Relief at Source - based on Pensionable Earnings, Total Earnings or Custom

Earnings

A Relief at Source is deducted from the employee’s pay after Tax and NI 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.

In payroll, if say the employee’s pension deduction is 1%, you would enter 1% in the employee’s
standard amount 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
NEST scheme by choosing one of the following options:

B Pensionable Earnings — set 1 or tier 1 must be equal to or more than the employee’s basic
pay. Set 2 or tier 2 must be at least 85% of the employee’s Total Earnings.

B Total Earnings — set 3 or tier 3 includes 100% of an employee’s gross earnings as
pensionable. This includes any additional pay elements, such as overtime or bonuses.

B Custom Earnings — provides you with complete flexibility over the earnings bases and
contribution levels.

Add employee pension deduction:

1. Go to the Company menu and select ‘Alter Payments / Deductions’
2. Click on ‘Add New’
3. Click *No’ to the message asking if you want to use the wizard
4. Enter the Name of the pension deduction (I ettings for New Payment/Deduction 24 |_%_]|
. 1D Mumber IT Mame IAfter-tax-TotaI Pay
5. In the Category field select ‘Apply After Tax & NI
- 7 Categar
CaICUIatlon IAppIgy .:fter Tax & Ml Calculation ;I
6. Inthe + or - field, select ‘Deduction’ |+D°'c-| =
eduction -
7. Inthe Type field, select ‘Percentage’ IT:DE : 5
ercentage il
8. In the Range check field, leave the default as ‘None’ Range check setings. |
INone LI
9. Inthe Report Group field, leave the default as S Settings |
‘< None>’ |<N0ne> LI
Clear to-date totals .
10. When Clear Totals field is set to *Annually’, during Arnaly <] W g Baste
Year-end Restart the year to-date total for this pension W Pansion I Qualiting Eamings
deduction will be clear along with other year to-date totals (RIE=E ke BRI e B
11. Tick the *Pension’ box = e

12. Tick the ‘Subtract Basic Rate Tax’ box

10
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13. Click the ‘% Settings’ and then tick all the pay elements [ Percentae ctuation o fer-an - Totl Pay bsed o 6|
you want the pension deduction to be calculated on | i et
v il {Hierarchical)
14. Click ‘OK’ on the Percentage calculation screen e “ %
¥ s5P - I
15. Click *OK’ on the Settings for New Payment/Deduction ¥ SHP SAP.DSPF £ASPP
¥ Holiday Pay
screen to save the new employee pension deduction Tea
I~ LessMI Add Delate
oK LCancel
Add employer pension deduction:
1. Go to the Company menu and select ‘Alter Payments / Deductions’
2. Click on '‘Add New’
3. Click *‘No’ to the message asking if you want to use the wizard
4. Enter the Name of the pension deduction (] Settings for New Payment/Deduction 20 (SES |
. R ’ 10" Number lf MName IAfter-tax-TotaI Pay -ER
5. In the Category field select ‘Display Item Only
Category
This option is chosen so the employee’s pay isn't affected. |Display t=r Oy =
If you don't want to show the employer’s deduction on | -
Deduction -
the employee’s payslip, select ‘Display Item Only — Tpe
Hidden from Payslip’ |Percentage =
Ferap s % Seftings ... |
6. Inthe + or - field, select ‘Deduction’ [None =~
Settings ... |
7. 1In the Type field, select ‘Percentage’ I“{Z"“"f'““" <
8. In the Range check field, leave the default as ‘None’ l% - S s
9. In the Report Group field, leave the default as o2 e I ebeeltyte i
\< None>l [T Benefit in kind I~ Pensionable Earings
10. When Clear Totals field is set to *Annually’, during o | Coreel |

L5 J

Year-end Restart the year to-date total for this pension deduction will be clear along with
other year to-date totals

11. Tick the ‘Pension’ box

12. Click the ‘% Settings’ and then tick all the pay elements you want the pension deduction to
be calculated on

13. Click ‘OK’ on the Percentage calculation screen

14. Click *OK’ on the Settings for New Payment/Deduction screen to save the new employer
pension deduction
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Enter percentage for the employee and employer pension deduction:

1. Go to the Company menu and select ‘Alter Payments / Deductions’

2. Next to the employee pension deduction, (1] Company Payments & Deductions =)
click in the *Standard’ field and enter the T
Mo | Description | Standard | Lrizely Ussery Account
default percentage 14| Prolecled Earrings Drder 0.00 850368
15 | Priority Court Order 0.00 850368
R ; 16 | Other Cowrt Order 0.00 850368
3. Next to the employer pension deduction, 17_|S5P/SHP Corira 00 1002
18 | Salary Deduction 0.00 800519
click in the *Standard’ field and enter the 19 Cs4 _ 0.00 85075+
20 | AE Salay Sacifice - EE 1.00 2,
21 |AE Salay Saciifice - ER 1.00
defaUIt percentage 22 AE alter—fax aEE 1.00 :
23 4E aftertax - ER 1.00 %) =
Formulas Edit Add Mew | Inzert | oK Cancel

Configure Qualifying Earnings:

1. Go to the Pension menu and select *Configure T
Earnings' Salty | Rates | Pay/Deds
] o ) N | l]Eualifying PeEnsiqnahle B
2. Tick ‘Qualifying Earnings’ box for all pay samy o o
Statutory Maternity Pay i a
elements to include in employees’ total earnings Stofulory Patetrl Par 5 o
. Statutory Adoption Pay ] ]
when payroll assesses employees for automatic Statulary Sk Pay Cf o
|Holiday Pay o u]
enrolment
3. Click ‘OK’ B
oK Save Cancel
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