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A brief country overview:  

The United Kingdom is made up of Great Britain (which is in itself made up of England, Wales, and 

Scotland) and Northern Ireland and has a population of over 61.7 million. It is the 3rd largest economy in 

Europe after Germany and France. The UK lies between the North Sea and the Atlantic Ocean. The UK is 

an active member of the EU, although it chose to remain outside the Economic and Monetary Union. The 

City of London is a world Centre for financial services. 

 

 

 

 

 

 

 

 

 

 

 

Global Payroll Association Presents 

United Kingdom 
A Brief Country Overview and Payroll Highlights 

 

http://www.map-of-uk.com/map.htm
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Key Country facts 
Official Language:   English  

Currency:    Sterling (GBP)  

Country dial code:                         +44 

Country abbreviation:  GB 

Statutory filing payment methods:  Electronic Filing    

Fiscal Year:      6 April – 5 April  

Time Zone:    UK Greenwich Mean Time (GMT)  

 

Annual filing Deadline:  

5th April – Final Full Payment Submission returns to HMRC, or 19th April for corrections 

19th April – Final Employer Payment Summary returns to HMRC 

31 May – P60 summary of pay to employees 

6 July – P11D & P11d(b) 

6th July – PSA 

6 July – Form 42 & Form 35  

 

National Minimum Wage:  

From 1 October 2015:  

 the adult rate will increase by 20 pence to £6.70 per hour 

 the rate for 18 to 20 year olds will increase by 17 pence to £5.30 per hour 

 the rate for 16 to 17 year olds will increase by 8 pence to £3.87 per hour 

 the apprentice rate will increase by 57 pence to £3.30 per hour 

 the accommodation offset increases from the current £5.08 to £5.35 

This is the largest real-terms increase in the National Minimum Wage since 2007, and more than 1.4 
million of Britain’s lowest-paid workers are set to benefit. 
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Public Holidays in United Kingdom  
 

Holidays in the United Kingdom  

 
 2015 

2016  
Holiday  

Holiday Type 

1st January 1st January  New Year's Day Public Holiday 

2nd January* 2nd January* 2nd January Scottish Public Holiday 

17th March*** 17th March*** St Patricks Day NI Public Holiday 

3rd April  25th March  Good Friday Public Holiday  

6th April** 28th March** Easter Monday Public Holiday 

4th May 2nd May  
Early May bank 

holiday 

Public Holiday 

25th May  30th May  Spring bank holiday Public Holiday 

13th July*** 13th July*** Battle of the Boyne NI Public Holiday 

3rd August*  August* Summer Holiday Scottish Public Holiday 

31st August  31st August 
Summer bank 
holiday 

Public Holiday 

30th November* 30th November* St. Andrews Day Scottish Public Holiday 

25th December Christmas Day  Christmas Day Public Holiday 

28th December Boxing Day  Boxing Day Public Holiday 

 

All Holidays apply to England and Wales – see below for Scotland and Northern Ireland 

variations 

*Scotland Only 

**Does not apply in Scotland 

*** Northern Ireland Only 
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For over 900 years, The Tower of 

London has been standing guard over 

the capital. As a Royal Palace, 

fortress, prison, place of execution, 

arsenal, Royal Mint, Royal Zoo and 

jewel house, it has witnessed many 

great events in British history. The 

Tower of London was originally built 

by William the Conqueror, following 

his successful invasion of England in 

1066. The Tower of London is 

perhaps better known as a prison. 

The prisoners would be brought, via 

the river, from Westminster where 

they would have been tried and 

crowds would wait on the river bank 

to find out the verdict to see if they 

would be treated to the spectacle of a 

public execution. The executioner, 

with his long sharp axe would stand 

behind the accused on the boat. If 

the accused was guilty he would point 

his axe towards the victim and if not 

guilty he would point it away. People 

knew that if found guilty there would 

be a public execution 48 hours later. 
Today the Tower of London houses 

the Crown Jewels and is open to 

the public as a museum. 

 

Business and culture in the 
United Kingdom 

What you need to know about processing 
payroll in the United Kingdom 

 
 

Establishing as an Employer in the United 
Kingdom 
All limited companies must be registered with Companies House. 

You can do this online as long as the organisation is limited by 
shares and uses standard articles of association. If your company is 

based overseas you need to contact UKTI (UK Trade and 

Investment) for advice. 

 

Employment 
 
Usually adult workers cannot be forced to work more than 48 hours 

a week on average (normally averaged over 17 weeks). Workers 
can work more as long as the average over 17 weeks is less than 

48 hours per week. Certain jobs, such as armed forces, are not 

covered by the working time limits. Workers aged 18 or over who 
wish to work more than 48 hours a week, can choose to opt out of 

the 48 hour limit. 

Working hours are commonly 9am -5pm Monday to Friday, 

however there are many exceptions to this and certain industries 

apply 24/7 shift patterns. There are many laws included in the 

Working Time Directive, which include the right to apply for flexible 

working patterns. 
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Getting down to business  

Visas and work permits in the United Kingdom 

The Tier 1 General Visa is a replacement for the previous Highly Skilled Migrant Programme (HSMP). This 
visa gives the individual the right to work without the employer needing to sponsor the work permit. This 

has the advantage of giving the Tier 1 Visa holder freedom of movement in the job market, including the 

right to establish a business or work on a freelance basis.  
 

Equally, the employer of a Tier 1 Visa holder does not need to register with the Home Office and is not 
subject to audits by the Home Office as a consequence of employing a non-EEA national. 

Tier 2 Visas are issued for those holding a Certificate of Sponsorship. This is similar to the old Work Permit 
system where a Work Permit would be issued and the individual would then apply for Entry Clearance or 

Further Leave to Remain. 

 
The main difference between the Tier 2 category of the Points Based System and the old Work Permit 

system is that the employer must register with the Home Office and is then responsible for issuing their 
own Certificate of Sponsorship (Work Permit). The employer must do this correctly - failure to do so could 

result in fines and the potential revocation of previously approved Tier 2 Visas (work permits). 
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Tax & Social Security 

Tax 
 

Income Tax allowances table 2015 

Personal Allowance (1) N/A 

Personal Allowance for people born after 5 April 1948 (1) £10,000 

Income limit for Personal Allowance £100,000 

Personal Allowance for people aged 65-74 (1)(2) N/A 

Personal Allowance for people born between 6 April 1938 and 5 April 1948 (1) (2) £10,500 

Personal Allowance for people aged 75 and over (1)(2) N/A 

Personal Allowance for people before 6 April 1938 (1) (2)  £10,660 

Maximum amount of Married Couple's Allowance (born before 6th April 1935) (2) 

(3) 

£8,165 

Income limit for age-related allowances N/A 

Income limit for the allowances for those born before 6 April 1948  £27,000 

Minimum amount of Married Couple's Allowance £3,140 

Blind Person's Allowance £2,230 

 

Each resident in the UK is normally given a value of free pay, which they can earn before the start to pay 

tax. There are some variations to this based on age but the standard rate in 2014/2015 is £10,000 per 
annum. Where residents earn above £100,000 per annum their personal allowance reduces on a sliding 

scale until the earnings are reached, or there is no allowance left. 

Social security  
 

National Insurance (NI) in the United Kingdom is a system of contributions paid by workers and employers 

towards the cost of certain state benefits. It was initially a contributory system of insurance against illness 

and unemployment, and later also provided retirement pensions and other benefits. 

National Insurance Contributions (NICs) are paid by employees and employers on earnings, and by 
employers on certain benefits-in-kind provided to employees. The self-employed contribute partly by a 

fixed weekly or monthly payment, and partly on a percentage of net profits above a certain threshold. 

Individuals may also make voluntary contributions, in order to fill a gap in their contributions record and 
thus protect their entitlement to benefits. Contributions are collected through the PAYE system, along with 

Income Tax and repayments of Student Loans. 

When you come to work in the UK you have to register for a National Insurance number and immediately 

start paying National Insurance contributions in the UK on the same basis as other people who normally 

http://en.wikipedia.org/wiki/United_Kingdom
http://en.wikipedia.org/wiki/Pay-as-you-earn_tax
http://en.wikipedia.org/wiki/Income_Tax
http://en.wikipedia.org/wiki/Student_loans_in_the_United_Kingdom
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live and work here. There are some age related exceptions to some employee and/or employer 

contributions. 

The rate of Class 1 National Insurance you will pay depends on which national insurance category you 
belong to. For most employees this is 12% on earnings between the Earnings Threshold up to the Upper 

Earnings Limit and 2% thereafter; for employers it is 13.8% on all earnings above the Earnings Threshold.  

Employee tax and National Insurance 

If you have a foreign employer and there is no other business in the UK responsible for operating National 
Insurance, you will be required to pay Class 1 employee National Insurance directly to HM Revenue & 

Customs (HMRC). You should contact your local HMRC office and ask about opening a Direct Payment 
scheme. An employer in another Member State of the European Economic Area (EEA), with an employee 

in the UK paying UK National Insurance, is not treated as being a foreign employer but as being registered 

and having a place of business in the UK for National Insurance purposes. That employer should deduct 
National Insurance.  

National Insurance Contributions 2015 Class 1 limits and thresholds 

Pay 

Frequency 

Lower Earnings 

Limit 

Primary 

Threshold 

(PT)  

Secondary 

Threshold 
(ST) 

Upper 

Accrual 
Point 

Upper 

Earnings Limit 

Weekly £111.00 £153.00 £153.00 £770.00 £805.00 

Monthly £481.00 £663.00 £663.00 £3,337.00 £3,489.00 

Annual £5,772.00 £7,956.00 £7,956.00 £40,040.00 £41,865.00 

 

Classes of other NI and deduction values  

Class 2013/14 2014/15 

Class 1A 13.8% 13.8% 

Class 1B 13.8% 13.8% 

Class 2  Flat rate for self-employed £2.70 £2.75 

Class 2  small earnings exception per year £5,725  £5,885 

Special Class 2 rate for share fishermen £3.35 £3.40 

Special Class 2 rate for volunteer development workers £5.45 £5.55 

Class 3 Voluntary £13.55 £13.90 

Class 4 lower profits limit per year £7,755 £7,956 

Class 4 upper profits limit per year £41,450 £41,865 

Class 4 rate between lower profits limit and upper profits 9% 9% 

http://www.hmrc.gov.uk/working/intro/employed.htm
http://www.hmrc.gov.uk/nic/work/embassy.htm
http://www.hmrc.gov.uk/nic/work/embassy.htm
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limit 

Class 4 rate above upper profits limit 2% 2% 

 

Tax reporting year 
 

The tax year in the United Kingdom is the calendar year from 6 April to 5 April. 

 

Payslips 
 

Employers must provide employees with a payslip each month. Each month, the payslip should include a 

detailed list of all deductions to the employee’s salary including taxes, social insurance and voluntary 

contributions. It is now becoming more common to provide electronic access to payslips to employees in 

the UK. 

 

Compliance 
 

 

You must report your payroll information - which includes all employees' pay, tax and deductions - to HM 

Revenue & Customs (HMRC) each time you pay them. This must include payments on standard paydays, 
and any additional payments or amounts recovered from the employee. You need to report the payment 

details of all employees you pay, no matter how much you pay them - even those earning below the Lower 
Earnings Limit (LEL), or those paid just once a year.   

There are other reports you will need to send in various other situations, for example if you want to 
recover statutory payments, you pay expenses or benefits, or provide a car.  

You report your payroll information by submitting Full Payment Submissions (FPS) and Employer Payment 

Summaries (EPS). You also use an EPS to tell HMRC if you have not paid any employees in a pay period 

and have no return to make. These submissions and other returns and reports are sent electronically by 
your payroll system to HMRC. 

Number of pay periods: 12, 24, 26 and 52 (53 in some cases i.e. because it was a leap year or and the 

Easter holiday period falls near the end of the tax year). 

 

Employer Registration  

Starting a business requires a long decision-making process, from the type of business to the type of legal 

structure. Business start-ups can be registered as sole traders, limited companies or business partnerships. 
Each option will require different tax documents. If employees are hired then there will be tax documents 

submitted for each worker, and employee taxes must be paid by the employer.  

The choice of business type is also determined by the responsibility a business owner wishes to personally 
take for their business. Depending on the business structure, liability in business can translate into liability 
as the owner. For this reason, incorporating a company in order to separate personal and business 

finances is often a popular choice.  
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There is a self-assessment form available to register a business partnership. The form tells the United 

Kingdom which tax returns need to be submitted and the responsibility of the owners to pay these taxes. 
Each year the personal self-assessment tax return, income tax, and national insurance report will need to 

be submitted by the elected partner. Any losses and bills for the business will need to be recorded.  

Sole Trader - Legally the same documentation needs to be kept for a sole trader in order to show the 

sales, spending, bills, profit and losses a business makes. Any employee wages also need to be recorded. 
The difference is that the sole trader is the only one responsible for making payments.  

Limited Company - There are a couple of forms of limited companies, including a partnership option. A 

limited company refers to the liability of finances and taxes being solely the responsibility of the company 

and not the individuals owning the company. There are a host of legal responsibilities for limited 
companies, especially if there are multiple shareholders. This company will pay a corporation tax rather 

than a self-employed tax. 

 

Starters/Registration  

Employer Information required includes; 

 Proof of entitlement (which must be recorded) to work in UK plus basic information such as 
name, date of birth, gender, address.  

 If applicant is from outside the EEA then a Points Based System operates and the employer must 
be registered as a sponsor.  See http://www.ukba.homeoffice.gov.uk/workingintheuk/ for more 
information 

 Forms Completed and Registration with Authorities – P45 (issued by previous employer) or P46 
(issued by new employer). 

 

 

Leavers/De-registration  

Employer Information required includes; 

 Forms and Returns/Deregistration – P45 submitted to HMRC with copies to be issued to the 

employee. 

 Tax Concessions may apply in the case of redundancy. 

 Special rules apply to late payments if paid after issuing a P45 

 

Data Retention  
Employers are obligated to retain the following documents, either in hard copy or electronic media, for a 
minimum period of 7 years (i.e. 6 years plus the current tax year): 

o Payroll Journal; and 
o Original payroll input documents 
o Payroll reports 
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Statutory Absence/Payments 

Annual leave 
 

Almost all workers are legally entitled to 5.6 weeks’ paid holiday per year (known as statutory leave 

entitlement or annual leave).  

An employer can include bank holidays as part of statutory annual leave. 

Self-employed workers aren’t entitled to annual leave. 

Most workers who work a 5-day week must receive 28 days’ paid annual leave per year. This is calculated 

by multiplying a normal week (5 days) by the annual entitlement of 5.6 weeks.  

Part-time workers are also entitled to a minimum of 5.6 weeks of paid holiday each year, although this 

may amount to fewer actual days of paid holiday than a full-time worker would get. 

People working irregular hours - eg shift work or term-time work. 

Statutory paid holiday entitlement is limited to 28 days. Staff working 6 days a week are only entitled to 28 

days’ paid holiday and not 33.6 days (5.6 multiplied by 6). 

An employer can choose to include bank holidays as part of a worker’s statutory annual leave. 

An employer can choose to offer more leave than the legal minimum. They don’t have to apply all the 

rules that apply to statutory leave to the extra leave. For example, a worker might need to be employed 

for a certain amount of time before they become entitled to it.  

Other aspects of holiday entitlement 

Workers have the right to: 

 get paid for leave 

 build up (‘accrue’) holiday entitlement during maternity, paternity and adoption leave 

 build up holiday entitlement while off work sick  

 choose to take holiday at the same time as sick leave  
 

 

 

Maternity leave 
 

Qualifying employees are entitled to a Statutory Maternity / Adoption leave of 52 weeks. This is made up 
of made up of: 

‘Ordinary Leave’ - first 26 weeks  

‘Additional Leave’ - last 26 weeks  
You don’t have to take 52 weeks but you must take 2 weeks’ leave after your baby is born (or 4 weeks if 

you work in a factory). Many of the employee’s employment rights are protected during the leave period. 
From April 2015 statutory maternity and adoption leave or pay can be exchanged for SPL (Shared Parental 

Leave), after the minimum leave period is taken. 

Statutory Maternity, Paternity, Adoption, Additional Paternity and Shared 

Parental Pay (SMP/SPP/SAP/APP/shPP)  

 2014/15 

Minimum average earnings to qualify £111.00 

Higher rate  

*SMP only until April 2015, then also 

90% of average earnings for 6 weeks 

https://www.gov.uk/taking-sick-leave
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applies to SAP 

Standard rate 

*Applies to all - will apply to ShPP 
after April 2015, when APP will no 

longer be available 

Lesser of £138.18 

or 90% of average earnings 

92% of amounts paid can be reclaimed from HMRC via the EPS each pay period. 

Paternal leave 
 

Qualifying employees are entitled to 1 -2 weeks paternity leave with the right to request an additional 26 

weeks additional paternity leave or pay (until April 2015 when Shared Parental Leave replaces APL).  

Sickness  
Employers are responsible for paying statutory sick pay (SSP) to employees who are absent from work due 

to sickness or disability. SSP is due for 4 or more day’s sickness for the first 28 weeks the employee is off 
work, in any linking period. 

Entitlement to SSP does not depend on the sick employee's National Insurance contribution record.  

The SSP scheme does not affect an employee's right to occupational sick pay but SSP can be offset against 
any occupational sick pay payable for the same period. Where the occupational sick pay is greater than the 

SSP, the employer only has to pay the rate of occupational sick pay. If the SSP is greater than the 

occupational sick pay, the employer will pay the rate of SSP. Both SSP and occupational sick pay are 
taxable and no monies paid can be reclaimed from the government, unlike other statutory payments. 

Benefits  

Pensions 

Eligible employees in the UK have to be automatically enrolled into a qualifying pension scheme, which has 
minimum employee and employer contributions set by the Pensions Regulator, although organisations can 

increase these if they wish to. Employees have a right to opt-out, but have to be re-enrolled every 3 years. 

Pension contributions for employees attract tax relief as long as annual caps and lifetime allowances are 

not exceeded. 

Other Deductions from Pay 

As well as deductions for tax and national insurance, employers may have to make deductions from the 
employees pay for other mandatory reasons. The employer must deduct these and does not need to 

obtain written permission from the employee first. These may include: 

 Court Orders 

 Deduction from earnings orders 

 Orders for Child Maintenance 

The employer may also offer the facility for voluntary deductions for 3rd parties for items such as trade 

union subscriptions and charitable giving. The employer must first obtain the employees written 

authorisation before they can commence these deductions. 


