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Pay the right rates

As an employer, you have a number of legal obligations with regards to paying your staff.

This leaflet aims to help you understand these obligations, including the need to supply an
itemised pay statement and to comply with national minimum wage law. You must also - where
necessary - make other statutory payments, including maternity, ordinary paternity, additional
paternity, adoption, sick and guarantee pay. It also identifies those wage deductions that are
unlawful.

Registering as an employer with HMRC

If you are taking on your first employee, you must check if you need to register with HM
Revenue & Customs. If you need to register, you can do so up to four weeks in advance of
your first pay day. See HMRC video on YouTube

The Small Business Online Forum run by HM Revenue and Customs (HMRC) is an online tax
forum and dedicated webchat service for small businesses and the self-employed. The Forum
Is a quick and easy way for small businesses to get answers to their tax questions as well as
help with:

e starting a business
support for growing a business — including taking on employees and expanding
buying and selling abroad
completing tax returns
tax credits.

The forum can be accessed at: here. Linked to the forum, HMRC’s dedicated webchat service
offers direct support to businesses and the self-employed.



https://www.youtube.com/watch?v=EQc20D_t9C8
https://online.hmrc.gov.uk/webchatprod/community/forums/list.page

Issuing pay statements
As an employer you are legally obliged to give each employee a written itemised pay
statement, usually known as a payslip or wage slip. You must issue it at, or before, the time
you pay your employee.

Content of a pay statement
An itemised pay statement must show:
e the gross amount of the wages or salary before deductions
e the amounts of - and reasons for - any fixed deductions, eg trade union subscriptions, or
the total figure for fixed deductions when you have provided a separate standing
statement of the details
e the amounts of - and reasons for - any variable deductions
e the net amount of wages or salary payable after deductions
e a breakdown of each part-payment - such as part by cheque, part in cash

Standing statements of fixed deductions
A pay statement does not have to include the amount and purpose of every separate fixed
deduction every time. However, if you don't issue a payslip that does this, you must give the
employee a standing written statement of fixed deductions at least once every 12 months. This
statement must state for each item deducted:

e the amount

e the intervals at which the deduction is made

e the purpose or description, eg trade union subscription

You must give the employee this statement at, or before, the time of issuing any pay statement
which quotes the total figure of fixed deductions.

Tribunal claims in relation to pay statements
An employee may complain to an industrial tribunal where you have:

e Failed to give them any kind of pay statement.

e Not included all the required details in an itemised pay statement or standing statement
of fixed deductions. As an employer, you may also apply to a tribunal for a decision on
what should be included in a pay statement or standing statement.

¢ Dismissed them for seeking to enforce a right in relation to a pay statement. This right
applies regardless of the employee's length of service.

Employees must make their complaint while employed by you or within three months of leaving
your employment. Note that an industrial tribunal cannot deal with a question relating only to
the accuracy of an amount stated in any statement.

A tribunal may award the employee compensation at its discretion if it finds that you made un-
notified deductions of pay, ie deductions that did not appear on a pay statement or a standing
statement. The discretionary amount awarded will not exceed the total of the un-notified
deductions during the 13 weeks immediately before the date the employee made their
application to the tribunal.

Paying the National Minimum Wage and the National Living Wage
The National Minimum Wage and the National Living Wage is the minimum amount of pay that
workers are entitled to.



From 1 April 2017 the minimum wage rates are as follows:
e National Living Wage (25 years old and over) - £7.50 per hour
¢ National Minimum Wage adult rate (21 to 24 years old) - £7.05 per hour
¢ National Minimum Wage (18 to 20 years old) - £5.60 per hour
e National Minimum Wage (16 to 17 years old) - £4.05 per hour
¢ National Minimum Wage (apprentice rate*) - £3.50 per hour

*If under 19 or in first year of apprenticeship (otherwise refer to age bands).

These rates are reviewed annually on 1 April.

The term 'worker' includes homeworkers, agency workers, part-time workers, casual workers,
piece workers, workers who are paid by commission, workers on fixed-term contracts and

apprentices.

There is a separate minimum wage for agricultural workers.
https://www.daera-ni.gov.uk/articles/awb-agricultural-rates-pay-orders-and-reports

Other statutory payments

An individual may be entitled to a statutory payment if they:
e become a parent, including through adoption
e are off work due to illness

To qualify for any statutory payment the individual must be an employed earner, ie someone
working for an employer who is liable to pay secondary Class 1 National Insurance contributions
on their wages or salary.

Statutory pay for parents
To be eligible for statutory maternity pay, shared parental pay, statutory paternity Pay, or
statutory adoption pay, the individual must:

e meet certain qualifying criteria relating to minimum earnings and - in paternity and
adoption cases - their relationship with the child and the biological mother/other adoptive
parent

e comply with certain notification rules

Statutory sick pay

Under certain conditions, you may have to pay statutory sick pay to an employee. This is the
minimum level of payment you must make to someone who is off work through illness - their
contract with you may entitle them to more than this. For further information see Information
note No.4 Sickness absence notification and statutory sick pay.

Where can | get more information?
The Agency Helpline 028 9032 1442 gives free advice on employment matters.


https://www.daera-ni.gov.uk/articles/awb-agricultural-rates-pay-orders-and-reports
https://www.lra.org.uk/images/publications/INFORMATION_NOTE_NO_4_August_2017.pdf
https://www.lra.org.uk/images/publications/INFORMATION_NOTE_NO_4_August_2017.pdf

