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Global Pensions

Auto-Enrolment - An International
Perspective
Those of you with a sizeable UK
workforce will by now have gracefully
worked your way through the challenge
that was automatic enrolment. If
your company employs less than 250
workers in the UK, your staging dates
draw ever nearer and I’m sure that you
are appropriately prepared. For most
employees the question of whether
or not they should be auto enrolled is
fairly straightforward – namely if they
are based in the UK, not already in a
qualifying pension plan, aged over 22
and earning over GBP9,440 a year.
However, those employees with an
international aspect or nature to their
role – such as non UK nationals, offshore
workers, those with no UK address and
existing members of overseas pensions
or offshore ‘international pension plans’
– have raised some interesting questions
for the international team at Zurich. So
here I’d like to take a look at some of the
main questions that we’ve been asked and
what to look out for in respect of your
international or mobile employees with a
UK connection.

Working in the UK
As you know, the first question to ask is
whether or not the employee ordinarily
works in the UK and therefore has to be
either in a qualifying pension scheme or
be auto enrolled. There’s quite a lot of
advice available from consultants on this
and most pension providers are helping
their customers to assess their workforce
using some type of software ‘utility’.
There is also section 3 of the Pensions
Regulator’s Guidance Notes ‘Assessing the
workforce’ which sets out the position for
most employees. By way of guidance, the
kind of things to look out for are:
• Where the worker begins and ends
their day
• Where their private residence is
• Where the company HQ is
• Do they pay UK National Insurance?
• Are they paid in GBP?
For most employees it’s going to be
pretty clear whether or not they are
working in the UK. If they have a house in
the UK, are on the UK payroll, are paid in
GBP and start and finish their day’s work
in the UK, then they will be UK workers
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regardless of their nationality and future
plans to return home. For many others
though it’s not so clear-cut. Let’s take a
look at some of these employees.

Overseas secondees and
expatriates
There are thousands of people working in
the UK on secondment or as long-term
expatriates. Many of these, particularly
short termers from other EU states, will
have remained in their employer’s home
country pension plan and will have no
UK-based pension. So do they need to
be auto enrolled? Well, this depends on
whether or not the employer is satisfied
that their overseas pension scheme meets
the criteria to be a qualifying overseas
scheme as laid down by the UK’s Pension
Regulator (TPR). If the criteria are met
then you won’t need to enroll these people,
otherwise you most probably will. In
order for an overseas plan to be accepted
as a qualifying pension, it must be an
occupational or personal pension overseen
by an appropriate regulatory body in
the main country of its administration
and, for defined contribution plans, the
regulations in that country should provide
that some or all of the benefits may be used
to provide an income for life. In addition,
members must receive tax relief on their
contributions or, if no tax relief is available,
the employer’s contribution must include
an additional amount equivalent to the
tax relief that would have applied under a
UK registered plan. It should be noted that
pensions based outside of the European
Economic Area (EEA) that meet these
criteria are only accepted as qualifying
schemes for existing scheme members,
whereas qualifying plans within the EEA
can be used for new members.

Offshore workers and
seafarers
A regular question we are asked relates
to workers on rigs in the UK territorial
waters of the North Sea. Often on a UK
contract and paid in GBP, these workers
may never set foot on UK soil, nor intend
to, but they are still likely to be treated
as ordinarily working in the UK and
are therefore subject to auto enrolment.
Unless, of course, they are members of a

qualifying overseas plan as covered above.
TPR guidance notes seem to be pretty
clear on this point, but of course nothing
is ever that simple and things can become
interesting if the employee, or in some
cases the actual rig, moves in and out of
UK waters. How long is the person in UK
waters and how long in, say, Norwegian
waters? In these circumstances it’s
important that you have a process around
your decision to enroll or not enroll and
that you retain evidence of the employee’s
movements as an audit trail.
Seafarers are another interesting group.
If they are restricted to UK territorial
waters then they are deemed to be UK
workers, but if they are free to sail beyond
UK boundaries then the waters start to
muddy and once again you will need to
maintain individual records and clear
evidence of your auto enrolment process.
TPR guidance notes on seafarers make
reference to a similar issue under the
Employment Rights Act 1996 and point
out that case law has established that, “if
the statutory conditions are not met, then
the court may still reach the conclusion
that the seafarer is ordinarily working in
the UK, where the facts of the case show
that the individual is based in the UK”.
So that’s nice and clear then.

Members of International
Pension Plans
Many offshore workers and seafarers have
traditionally been members of pension
plans located in offshore locations such
as the Isle Of Man and Channel Islands,
usually referred to as ‘international
pension plans’ (IPPs) or international
retirement plans (IRPs).
As a provider of such plans, we at
Zurich have been asked whether the IPP
is a suitable plan for auto enrolment or,
if not, is it a qualifying overseas pension
plan? The answer to the first point is
definitely ‘no’, as the IPP is not tax
registered in the UK and therefore fails
one of the qualifying criteria. On the
second point though, some IPPs may meet
the definition of a non-UK occupational
scheme – that is, “a pension scheme that
has its main administration outside an
EEA state, and meets the definition of an
occupational pension scheme as set out in
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section 1(1) of the Pension Schemes Act
1993”. At least this seems to be the case if,
for example, the IPP is registered with the
Insurance & Pensions Authority (IPA) in
the Isle Of Man. With regard to the other
qualifying criteria, IPPs do not attract
tax relief on the member’s contributions,
but may have contributions well in excess
of the rates specified for auto enrolment
and they may also provide an income for
life. That said, as mentioned earlier, such
a scheme would only be applicable to
existing members and, to my knowledge,
an IPP has yet to be tested with the
Regulator, or in the courts, as a qualifying
scheme for this purpose.
Given, therefore, that this is grey area,
you may prefer to auto enroll any members
of your existing IPP, but bear in mind that
if your IPP offers significant benefits over
and above the auto enrolment scheme, such
as much higher employer contributions,
there is nothing to stop you from pointing
this out to employees and they, of course,
then have the right to opt out of the auto
enrolment plan.

UK workers on secondment
overseas
So far we’ve focused on foreign workers
in the UK and offshore workers where
applying the rules is not so clear. But
what of UK workers who have been auto
enrolled and then seconded overseas? TPR
guidance on this is clear. If the worker’s
contract remains with the UK employer
and the intention is for the employee
to return home after the placement, the
worker will be considered to be ordinarily
working in the UK and must therefore
remain enrolled.
No doubt there are many other grey
areas under the enrolment rules with
regard to foreign nationals. Commuting
in and out of the UK to work is not
uncommon and in many cases employees
remain on overseas payrolls and are paid
in Euros not GBP. They may sometimes
start and finish their day in the UK, but
perhaps not all the time. Air crew and
other globally mobile employees can
be less than clear and employers will
inevitably need to seek advice, both on

the definition of a UK worker and on
whether existing overseas pensions meet
the definition of a qualifying scheme.

Useful websites:
www.thepensionsregulator.gov.uk
www.dwp.gov.uk
www.pensionsadvisoryservice.org.uk
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