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An Introduction to Professional Passport

Professional Passport started back in 2007 as a direct reaction to the MSC Legislation and the threat of debt
transfer.

Working with HMRC to gain a full understanding of how they intended to apply the new legislation allowed
us to develop the first provider audit standard of compliance in the market.

It is said that imitation is the best form of flattery and since our ground breaking work in 2007 others have
tried to follow, with varying degrees of success. Professional Passport still remains the largest independent
standard of compliance across the service provider sector.

Our audited and approved providers are relied on by some of the largest recruitment companies and their
contractors.

Our unique IT contractors PI and PL insurance not only saves contractors money but ensures you only pay when
you are contracting and it automatically covers the whole liability period; so you don’t need run off cover - a
further saving.

Our members helpline provides unlimited access to experts to help you with all your questions and queries;
this is available to our Professional Members.

IR35 continues to be a concern for many contractors so our Contractor Guardian service ensures you get the
most accurate assessment of your status for ALL your assignments in any 12 month period for a fixed fee.
With the new Business Entity Tests and enforcement by HMRC our assignment review meets the required
standards and also includes free defence cover for the first stage of an enquiry.

Professional Passport continues to grow and adapt our services to the market in line with the ever changing
legislation.  Almost a year ago now we launched our Network Jobs Site, once again a first in the market. The
free to post networked jobs site was designed and developed as part of our early preparation for the Agency
Workers Directive. We also launched a quick and easy site for contractors to set up their own limited companies,
Professional Passport Formations, at a significant discount to other services being offered.

info@professionalpassport.com

our IR35 assignment reviews now include ...

...free defence cover for the first stage 
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• Introduction

• The Umbrella Contractor

This section covers everything an umbrella contractor needs to know
including opting out of the arrangements, how the employer 
contribution is funded and questions and answers.

• The Limited Company Contractor

This section looks at the situation for both the one man limited 
company and those who have more than one employee, usually a 
spouse, and the impact this has with the new rules.

• Professional Passport Approved Providers

Using this guide

You can navigate directly to a chapter by clicking on the relevant chapter on this page.  

You can search the document using the key words search facility available on PDF
documents.

Need to discuss your individual situation with an expert?

Our professional members have access to our members telephone helpline that provides
a range of experts to answer your questions across all of the key aspects relating to
contracting.

Professional membership costs just £40.00 (+vat) per annum and you wil have full
access to the service for your whole membership year.

You can find out more about the helpline here.

You can upgrade your membership to professional here.

Disclaimer Statement
The content of this guide is for guidance only and is not designed to replace your professional advisers or replace the need for
professional advice. Whilst every care has been taken to ensure its accuracy in all cases you should seek your own legal and

professional advice for your own situation.

Copyright
All rights reserved; any unauthorised copying will constitute an infringement of copyright.

Contents
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In October 2012 a requirement for employers to automatically enrol their
employees in to a qualifying pension scheme came in to effect.

The introduction of these new rules is being phased in across employers taking
the largest employers first and working through until all employers will have the
same obligations to enrol their employees by 2017.

Employers have a requirement to make contributions on behalf of their employees
who are eligible for auto enrolment. Employees that are eligible workers for the
purposes of auto enrolment will be:

• aged between 22 and the State Pension Age

• not already active members of a qualifying pension scheme

• earning over £8,105 gross per annum [this figure will change 
annually]

If a worker falls outside of these criteria they could still have the option to join if
they request it although the rules and obligations differ from those applied under
auto enrolment. As the vast majority of contractors will meet the eligible worker
definition the guide will focus on this aspect.

Contractors could find that they too are affected by these new rules.

If a contractor uses the services an umbrella provider they are likely to be caught.

If a contractor operates through their own limited company with more than one
employee then they are likely to be caught.

The rules require employers to automatically enrol eligible workers however once
enrolled a worker can then opt out if they wish.

The guide will explain each of these scenarios from a contractor’s perspective.

Introduction
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contractors can be caught by the auto enrolment rules ...

...it is essential to understand how they affect you 
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IT’S THE LAW...

Head Office
RACS Group House, Three Horseshoes Walk
Warminster, Wiltshire. BA12 9BT

Tel 0845 604 0571
Email info@racsgroup.com
Web www.racsgroup.com

All Umbrella’s will need to 
comply with the new Pensions 
Act introduced in October 2011.

 

 

 

www.racsgroup.com

FREE Pensions 
Act Guide

Contact us on 0845 604 0571 
to review your personal 
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Contractors that operate through an umbrella provider are employees of the
umbrella company and as such will be subject to the new auto enrolment rules.

In this section we cover:

• timetable for changes

• the rules of being an ‘eligible worker’ for auto enrolment

• funding the contributions

• the joining process

• the opt out procedure

It is important to note that in this section we are covering each aspect at a high
level to provide a basic understanding of what you are likely to come across. In
some cases the umbrella processes may differ slightly; although the principles
explained throughout this section will remain true. 

All employers in the UK will be allocated a date from which they have to
implement their new auto enrolment procedures. The dates range from 1st
October 2012 right through to 2017 and, for existing employers, are based on
the size of their payroll on 1st April 2012. This date is known as the ‘Staging
Date’.

Once the Staging Date is reached the umbrella provider will have to enrol their
eligible workers unless they select the option to use ‘postponement’, which at
this stage it appears many umbrella providers will do.

Postponement allows the umbrella to delay enrolling their workers for a maximum
of 3 months, which can help to smooth the process of auto enrolment as well as
providing time to supply to their employees all the information they are required
to.

6 www.professionalpassport.com/contractors info@professionalpassport.com

The Umbrella Contractor

Umbrella providers are the employers ...

...they are responsible for auto enrolment

https://www.professionalpassport.com/Contractors
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As a result contractors will find that once an umbrella reaches their staging date
they are likely to receive information confirming that automatic enrolment has
been postponed until a later date [the notice will provide the actual date] it may
also provide further information about the scheme, the enrolment process and
your rights to ‘opt out’, if you so wish.

It is important to note that whilst every ‘eligible worker’ must be enrolled in to a
qualifying pension, once enrolled you have a short period where you can opt out,
typically this will be around 1 month. 

You can only opt out once you have been enrolled; there is no way to prevent an
umbrella from enrolling you in to the scheme as the law requires them to do so.

The rules are clear on how a worker must opt out, the format of notice to opt
out and the information it must contain. Once you are enrolled your umbrella is
required to provide this information to you.

If you do wish to opt out then you must complete the notice with all the required
information and return within the time period. Where you do this you will be
removed from the pension and if any contributions have been taken these will
be returned in full to you. It will be as if you never joined.

You should also note that the umbrella has a requirement to make contributions
and you may find that contributions are made before you have had a chance to
opt out; you cannot stop this as the law specifies how and when the contributions
must be made. If you do opt out these will be returned, in full to you.

Where contributions need to be returned the umbrella must do this even if they
have not received the funds back from the pension arrangement.

If you fail to provide a fully completed opt out form within the required timeframe
you may find that the umbrella is unable to return contributions made, this is
determined by a number of factors and these will be outlined in the scheme rules.

8 www.professionalpassport.com/contractors info@professionalpassport.com

you can only opt out of the pension ...

...once you have been enrolled

The Umbrella Contractor
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The simple fact is that if you wish to opt out ensure you provide all the information
required in the correct format and within the specified timeframe this will ensure
a smooth process and the full return of any contributions made.

If you decide that you do want to remain in the pension then there is nothing for
you to do, as the name suggests you will be automatically enrolled at the end of
the postponement period and assuming you are an ‘eligible job holder’.

The rules specify a range of categories of workers and how these workers must
be treated with regards to auto enrolment. From our experience the majority of
umbrella workers will meet the definition of an eligible jobholder and therefore
need to be auto enrolled.

The categories are:

*State Pension Age

...meet the definition of an eligible jobholder
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The Umbrella Contractor

Earnings (2012-2013) Age (inclusive)

16-21 SPA*-7422-SPA*

Under lower earnings threshold Entitled worker

Between lower earnings
threshold and earnings trigger
for automatic enrolment

Non-eligible jobholder

Over earnings trigger for
automatic enrolment

Non-
eligible
jobholder

Non-
eligible
jobholder

Eligible
jobholder

the majority of umbrella workers will ...

https://www.professionalpassport.com/Contractors
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Over 90% of  
our contractors...

...would recommend us to a friend.
It could be our hassle free no-jargon service, our quick response times, or the fact that you get paid on 
time, every time. Or maybe it’s the combination of all these things.

As the leading provider of umbrella and accountancy services to recruitment agencies and contractors, 
we pride ourselves on delivering exceptional customer service. So for whatever reasons our contractors 
recommend us, we guarantee you can count on PayStream.

Reasons to count on PayStream

Call 0800 197 6516
e: info@paystream.co.uk  
or visit www.paystream.co.uk

http://www.paystream.co.uk
https://www.professionalpassport.com/Contractors


Entitled Worker: 

Does have a right to join a pension scheme if they ask to do so. They must provide a
joining notice to the umbrella for this to happen.

The umbrella must provide all entitled workers with information relating to the pension,
including a joining notice, within one month of them becoming an entitled worker.

Non eligible jobholders:

Do not qualify for automatic enrolment but do have a right to opt in to an automatic
enrolment scheme, if they choose.

An umbrella must provide their non-eligible jobholders with certain information about
opting in to an automatic enrolment scheme and what this means for them.

The umbrella must provide this information to the non-eligible jobholder within one
month of the date on which they become a non-eligible jobholder.

Accountancy and 
Umbrella Solutions

Work in 
Partnership 
with us!

For Umbrella and Accountancy Solutions contact us on:

    01942 679997
    www.blackdiamondumbrella.co.uk
     www.blackdiamondaccountancy.com

APSCo Affiliate Perfect for PSL

Professional Passport Approved

                    

Accountancy and 

    

Accountancy and 

                

Umbrella Solutions
Accountancy and 

    

Umbrella Solutions
Accountancy and 

    

Umbrella Solutions
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The Umbrella Contractor
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Summary of the different categories of worker

eligible jobholders are the one category ...

...that must be automatically enrolled
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The Umbrella Contractor

Category of worker Description of worker

Worker • An employee
or

• someone who has a contract to perform work or
services personally, that is not undertaking the
work as part of their own business.

Jobholder A worker who:
• is aged between 16 and 74
• is working or ordinarily works in the UK under their
contract

• has qualifying earnings.

Eligible jobholder A jobholder who:
• is aged between 22 and state pension age
• has qualifying earnings above the earnings trigger for 
automatic enrolment.

Non-eligible jobholder A jobholder who:
• is aged between 16 and 21 or state pension age and 
74

• has qualifying earnings above the earnings trigger for 
automatic enrolment or

• is aged between 16 and 74
• has qualifying earnings below the earnings trigger for
automatic enrolment.

Entitled worker A worker who:
• is aged between 16 and 74
• is working or ordinarily works in the UK under their 
contract

• does not have qualifying earnings.

https://www.professionalpassport.com/Contractors


The employers contribution

Within the terms of auto enrolment their is an obligation for an employer to make
contributions on behalf of their employees; the employees have to make contributions
too. This is an area where there is likely to be confusion and misunderstanding by
umbrella workers.

When a contractor operates through an umbrella provider a rate is agreed with the
recruitment company for each assignment. This rate is set at a level to include
compensation for additional expenses that are incurred by the umbrella over and above
the situation if the worker was engaged through agency PAYE. This rate is often referred
to as The Limited Company Rate.

The enhanced rate includes amounts for:

• The Umbrella Margin Charge
The amount the umbrella retains as their margin often shown as a 
weekly or monthly fixed cost.

continued >
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The Umbrella Contractor

Keeping it simple

CXC Global is a worldwide leader in providing transparent and compliant contractor management 

Umbrella Company Services

Limited Company Services

International Contractor 
Management  Services

E: info@cxcglobal.co.uk    T: +44(0) 20 7374 6957    W: www.cxcglobal.co.uk

      AWR

CXC Protect

 

CXC Europe

http://www.cxcglobal.co.uk
https://www.professionalpassport.com/Contractors


www.greenlanterngroup.co.uk

020 7164 2116
info@greenlanterngroup.co.uk

Umbrella Services

CIS

Green Lantern...  
casting a positive light on Pensions Auto Enrolment.
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< continued

• Employers National Insurance
All umbrella providers have to pay this on the income they pay to 
their workers.

• Holiday Pay
Umbrella providers have to provide for holidays for their workers 
often this is paid as an advance with each pay run although it can 
be retained and paid when requested.

When auto enrolment comes in the rate will also include the employers contribution
for pensions auto enrolment.

In simple terms where a worker stays within the pension their take home will reduce
slightly as the compensation in the rate for the employers contribution is being passed
to the pension provider as the employer contribution.

Where a worker opts out of the arrangement this compensation will typically be
included within their ‘assignment bonus’ calculation and will come through as
additional pay.

The difference this will make is relatively small as when the amount comes through
within the pay there are taxes that have to be applied, both Employers National
Insurance as well as the employee PAYE and National Insurance.

The exact pay arrangements, and terms used, will vary by umbrella provider and will
ultimately be determined by their employment contract with you.

As a summary this concept should be fairly representative of the majority of responsibly
run providers in the market.

16 www.professionalpassport.com/contractors info@professionalpassport.com

The Umbrella Contractor
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360 House, 7 Cambridge Court, London,  W6 7NJ

360

one stop shop

http://www.360-group.com
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selecting a provider that has a later staging date ...

...makes no difference to you
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Umbrella Contractors Questions and Answers
Yes - all providers should know their
staging dates either because they have
been formally advised by The Pensions
Regulator or, in the case of a new payroll,
they can work it out from the information
provided.

Will my umbrella know their staging
date already?

It makes no difference to you.

If you don’t want to be part of the
pension you can opt out and this puts you
in exactly the same position as dealing
through an umbrella with a later staging
date, assuming everything else is equal.

There are many other factors that should
influence your decision on which provider
to select although staging date is
probably not one of them.

If you have little or no expenses to claim
then you are likely to benefit from
selecting a lower charging umbrella. This
could have a significant impact on your
take home pay.

If you have a high level of expenses you
may wish to select an umbrella that
allows you to claim what you actually
spend rather than limit you to set
amounts.

Service levels will also be a consideration.

We would always suggest selecting a
provider that has been audited and
approved.

Should I pick an umbrella with a
later staging date?

https://www,professionalpassport.com/contractors
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 Online portal to access your 
payslips and submit expenses.

 Fixed daily margin and transparent 
fee structures.

payment amount and dates.

 Dedicated account managers and 
customer-care helpline.

www.racsgroup.com

MAXIMISE YOUR PAY
WITH RACS GROUP

Head Office
RACS Group House, Three Horseshoes Walk
Warminster, Wiltshire. BA12 9BT

Tel 0845 604 0571
Email info@racsgroup.com
Web www.racsgroup.com

Why use RACS Group?
RACS Group provides Contractors with a 

including ‘Umbrella’, PAYE and Own Limited.

Independent ‘best advice’ and streamlined processes ensure 

Highly-audited and compliant, RACS Group is one of the UK’s 

Join the thousands of Contractors who already trust RACS Group 

To speak with one of RACS Group’s 

experts, please call 0845 604 0571.
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As we highlighted in the guidance the
rate agreed with the recruitment
company when using an umbrella
provider or operating through your own
limited company includes additional
amounts to cover additional costs that
apply.

One of the factors included within the
rate is an amount to cover any employers
contribution for pensions which is why
the umbrella takes this from the gross
funds they receive.

Your pay and how this is calculated will
be covered in the employment contract
you received from your provider. If you
believe this is not being applied correctly
then, in the first instance, we suggest
you discuss this with the umbrella
company directly.

Why is the umbrella taking the
employers contribution from my
money?

Umbrella Contractors Questions and Answers

Contact us today!
See how we can help you.

Our highly accredited and professional 
service is trusted by 1000’s of UK cont actors 
and agencies. www.orangegenie.com

0845 603 8088

Orange Genie Group

@OrangeGenie

Orange Genie Group

http://www.orangegenie.com
https://www,professionalpassport.com/contractors
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Yes - the money must be paid in to a
qualifying scheme and your own
individual pot with that. The providers
have no access or control over that
money.

Many of the umbrellas we have spoken to
are looking at “NEST” to provide the
pensions.

NEST, National Employment Savings Trust,
is an organisation set up specifically to
deliver a pensions vehicle aligned to auto
enrolment. It provides workers with a
single pension ‘pot’ which is ideal for the
contracting sector.

What if something happens to the
umbrella is my money in the pension
safe?

Umbrella Contractors Questions and Answers

Quite simply because that is what the law
says. The Government wants to
encourage workers to save for retirement
and felt that this approach would result in
more workers saving something.

Why do I have to be enrolled before
I can opt out?

Once again the rules are quite specific.
The umbrellas are not being obstructive in
insisting you comply with a specific
process it is simply because the law states
that is what has to happen for you to opt
out.

Why can’t I just send an email to my
umbrella and tell them to opt me
out?

If you had formally left and this was a
new employment then you would be
treated in exactly the same way as before.
Under the rules you are classed as a new
joiner.

This time you will know what to expect
and do as you have been through it
before.

If I left and then returned to an
umbrella would I have to go through
the joining process again?

https://www,professionalpassport.com/contractors


Whether you and your company are affected by the new pensions auto enrolment rules
depends on the exact structure of your business.

For contractors who are the sole shareholder, director and employee of their company
then they are exempt from the rules because:

The following people are not classified as workers:

• An individual who is the only employee in a company of which they are 
also a director

Contractors who also employ their spouses will find that they are caught by the rules
and they have to take steps to comply.

As staging dates are based on the size of the payroll as at 1st April 2012 the Staging
Date is not likely to be before 2015. You can check your staging date by visiting The
Pensions Regulators Site here:

http://www.thepensionsregulator.gov.uk/employers/staging-date-timeline.aspx

Where you are caught by the rules you will find that you have the same obligations as
every employer in complying with the rules.

You should be aware that the rules are complex and require specific steps to be taken
by employers at set points of time, failure to do so can result in fines.

You can review the guidance here:
http://www.thepensionsregulator.gov.uk/automatic-enrolment.aspx

There are also obligations to keep records in order to demonstrate, should you be asked
to do so, that you have fully complied with your obligations. Failure to do so can result
in fines.

Your accountant or specialist provider should be able to advise, support and guide you
through this based on your circumstances.

We would suggest that it may be worth many contractors reviewing their structures at
this time to see whether they are really benefiting from employing the spouse. The
spouse can still remain as a shareholder; it is the ‘employee’ status that will trigger the
auto enrolment obligations. 

22 www.professionalpassport.com/contractors info@professionalpassport.com

The Limited Company Contractor
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Accounting 
solutions for the 
contracting world

Behind our award-winning accounting solutions for contractors 
and freelancers is a commitment to putting customers at the 
heart of everything we do. 

that the career of a contractor can change over time. That’s why we 

whether you or your clients need an umbrella, limited company or 
bespoke service, we have the experience and expertise to deliver.

We work to add value to the traditional recruiter-provider relationship, 
with our series of seminars and presentations covering a wide rage of 
topics to keep you up to speed in the latest regulatory and best-
practice developments. This includes industry leading engagement 
with the Pensions Regulator which has allowed us to positively 

also assure full compliance – giving you peace of mind and leaving you 
free to get on with what you do best.

Contact us to discover how we can help you and your clients out 
in the big wide world of contracting.

www.danbro.co.uk

Are you paying more than £22
a month for your insurance?

We’ve all made tougher decisions!
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WHY?

https://www.professionalpassport.com/Contractors/Quote-generator/196
http://www.danbro.co.uk
https://www,professionalpassport.com/contractors


Audited and Approved Umbrella Providers
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0845 603 8088

pras.desai@orangegenie.com

www.orangegenie.com

0800 197 6516

membership@paystream.co.uk

www.paystream.co.uk

0800 1216513

enquiries@paymatters.co.uk

www.paymatters.co.uk

0845 450 1310

enquiries@nwmsolutions.co.uk

www.nwmsolutions.co.uk

0151 449 3500

paul@i-paye.com

www.i-paye.com

0208 735 6370

info@lesters-uk.com

www.lesters-uk.com

01942 679997

enquiries@blackdiamondumbrella.co.uk

www.blackdiamondumbrella.co.uk

01932 33 44 55

enquiries@atlantic-umbrella.com

www.atlantic-umbrella.com

0207 374 6957

info@cxcglobal.co.uk

www.cxcglobal.co.uk

0845 20 20 360

info@360-group.com

www.360-group.com

0800 848 8888

newbusiness@crystalumbrella.com

www.crystalumbrella.com

01253 600140

enquiries@danbro.co.uk

www.danbro.co.uk

0845 604 0571

info@racsgroup.com

www.racsgroup.com

0800 954 9942

enquiries@conduitpm.com

www.conduitpm.com

01332 595959

contactus@simplifybusiness.co.uk

www.simplifybusiness.co.uk
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0800 089 0110

helpdesk@1st-option.co.uk

www.1st-option.co.uk

01942 684769

enquiries@blackdiamondaccountancy.com

www.blackdiamondaccountancy.com

0845 20 20 360

info@360-group.com

www.360-group.com

01253 600140

enquiries@danbro.co.uk

www.danbro.co.uk

0800 197 6516

membership@paystream.co.uk

www.paystream.co.uk

0845 603 8088

pras.desai@orangegenie.com

www.orangegenie.com

0845 604 0571

info@racsgroup.com

www.racsgroup.com

0207 628 5222

jeanne@contracting365.com

www.contracting365.com

0333 240 6058

enquiries@weareaccounting.co.uk

www.weareaccounting.co.uk

0207 117 6435

info@clear-as.com

www.clear-as.com

Audited and Approved Accountancy Service Providers

0800 1216513

enquiries@paymatters.co.uk

www.paymatters.co.uk

0208 735 6370

info@lesters-uk.com

www.lesters-uk.com

25 www.professionalpassport.com/contractors info@professionalpassport.com

0151 480 9672

amanda.evans@spiaccountancy.co.uk

www.spiaccountancy.co.uk

http://www.spiaccountancy.co.uk
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