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Who pays for the nanny……and their pension? 

For busy parents a nanny can provide stability and routine and much needed child care which can be invaluable in the 

aftermath of a parental separation.  With nurseries costing a small fortune each week, a nanny can also offer greater 

flexibility and good value.  However, due to the recent change in workplace pension law, employing a nanny (or indeed 

any other domestic staff) has just become a little bit more complicated … and expensive. 

In the eyes of the law, most nannies are treated as ‘employees’ which makes you, as the parent, the ‘employer’. The 

new rules provide that every employer with at least one member of staff now has new pension duties, including enrolling 

those who are eligible into a workplace pension scheme and contributing towards it.  This is called “automatic enrolment” 

and it is designed to enable all workers to save for the future.   Although the new rules apply to any member of staff, for 

the purposes of this note it is presumed to be a nanny. 

The news rules apply to a member of staff who is paid over £192 a week or £833 a month and aged between 22 years 

old and state pension age 

If your nanny qualifies, you as their employer have to pay into a pension scheme a minimum of 1% based on their 

“qualifying earnings” which are between £5,824 and £42,385 gross per year.  So if you pay your nanny £30,000 per 

year, then you will have to contribute approximately £241 per year into the pension scheme for them. The nanny puts in 

0.8% and the government puts in 0.2% by way of Tax relief.  In October 2017 your contribution must rise to 2% and the 

contribution from the nanny and the government will also increase.   

The precise date to comply depends on the PAYE reference which you can obtain from HMRC.  The earliest date is 1 

June 2015 and the latest date is 17 October 2017.   Failure to comply could result in a penalty of up to £400.    If you 

took on a nanny after 1 April 2012 you will be classed as a new employer and will be at the back of the queue.  This 

means you may not have to contribute to the pension until 2017.  

The first step is to find out when your automatic enrolment duties come into effect for you. This is known as your “staging 

date” and you (i.e. the employer) can check your own staging date by logging the PAYE reference into the Pensions 

Regulator’s website http://www.thepensionsregulator.gov.uk/.   The pensions regulator has started to contact small and 

micro employers in advance of their “staging date” i.e. when automatic enrolment duties are switched on.   Whilst many 

families who hire nannies use a professional nanny agency who can assist with the practicalities of making the payments, 

ultimately the responsibility rests with you as the employer.    These changes do not apply to self-employed workers (for 

example some gardeners or cleaners).  But “self-employed” may be construed as in reality employment by the tax 

authorities. 

There is no way to avoid the new rules and although your nanny can choose to opt out, you must still set up a pension 

scheme and register before they can opt out.  Nannies who opt out can also re-join at any time.  However, a nanny 

employed for less than 3 months will not need to be enrolled automatically. 

If you are going through a potential separation it is crucially important to consider all child care costs.  Given the new 

rules this should now include who will be employing the nanny and consequently contributing to the pension.  These 

costs should also be detailed on your budget as part of your financial disclosure and “needs/maintenance” requirements.  

If you would like to discuss any of this, you are uncertain of your position or need advice in relation to issues concerning 

your child, please contact a member of our specialist family law team.  You can do so via our website, by email to 

enquiries@iflg.uk.com or telephone on +44 (0) 203 178 5668.  This article has been written by Jenny Green, an 

Associate at iFLG. 
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