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7 basic things you must do when 
employing staff in the UK for the 
first time
Taking on your first employee should be an exciting time and while employees will help you to grow and 
expand your business, they will also bring new challenges that you may not have yet encountered. What 
seems like a perfectly straightforward process – hire them and set them to work – can in fact be quite 
challenging and the list of legal rights and responsibilities can be daunting. This guide will take you 
through the key areas you need to know about, and what to do when employing staff in the UK for the 
first time.

1. Get employment insurance

It is a legal requirement to get Employers’ Liability Insurance (ELI) as soon as you become an employer; 
the cover must be at a minimum of £5 million. You can be fined £2,500 every day you are not properly 
insured and £1,000 if you do not display your ELI certificate or refuse to make it available to inspectors 
when asked for it. A brief guide for employers is available from the Health and Safety Executive and you 
can access it on their website.

2. Tell HM Revenue and Customs (HMRC) by registering as an employer

As an employer, you have to operate PAYE as part of your payroll. PAYE is an HMRC system which 
collects Income Tax from employment and National Insurance (NI) contributions. From the payments 
you make to your employees (salary, bonuses), you must deduct income tax and NI for most of those 
employees. Other deductions you may need to make include loan repayments (e.g. Student Loan) and 
pension contributions.

You can operate PAYE by either paying a payroll provider to do it for you or doing it yourself using 
payroll software. A payroll provider will typically charge you a set up cost depending on the number of 
employees, and a separate ongoing fee for payroll runs and BACS payments if required.

Income Tax

Most people pay their income tax though PAYE. The employee’s tax code enables the employer to work 
out how much tax to deduct. Everyone gets the standard personal allowance which is the amount of 
income employees don’t have to pay tax on . Income above the personal allowance will be taxed at the 
following rates (2021-22 tax year):

Employee’s personal allowance goes down by £1 for every £2 that the adjusted net income is above 
£100,000. This means the allowance is zero if your income is £125,140 or above.

3
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The personal allowance and the tax rates change every year in April following the Budget. In some cases, 
an individual’s special circumstances will mean a different percentage will be used and your payroll 
provider will be able to advise exactly how much the deduction will be in respect of each employee.

National Insurance contributions (employee)

Employers are also responsible for collecting employees’ class 1 NI contributions through PAYE.. To 
comply with this, you will need to know the employee’s NI number. If the employee doesn’t not have one, 
they will have to apply for it, but they can start work while the application is being processed if they can 
prove that they have the right to work in the UK. The NI contributions rates depend on which category 
the employee falls into. 

National Insurance (employer)

In addition to operating PAYE and deducting an employee’s NI contributions from their salary, you will 
also have to pay employer’s contributions to NI – the employer pays this on the employee’s behalf in 
addition to the employee’s salary:

Band Taxable income above your 
Personal Allowance

Tax rate

Personal allowance Up to £12,570 0%

Basic rate £12,571 - £50,270 20%

Higher rate £50,271 - £150,000 40%

Additional rate Over £150,000 45%

Class 1 National Insurance rate (category 
A)

Up to £170 per week 0%
Over £170 per week 13.8%

3. Decide how much to pay someone

Everyone (with a couple of exceptions) must be paid at least the National minimum Wage (NMW) or the 
National Living Wage (NLW) as applicable.

National Minimum Wage (NMW)

The NMW is the minimum pay almost all workers are entitled to by law. It does not matter how small the 
employer is, the NMW still needs to be paid. The actual rate of pay will depend on the employee’s age 
and whether they are an apprentice. The Government takes recommendations about the rates from the 
independent Low Pay Commission (LPC) and changes are made annually every April. 



National Living Wage

The national living wage was introduced in April 2016 and it is mandatory for employers to pay at least 
this rate to all workers aged 23 and over (unless they are an apprentice in their first year of 
apprenticeship).

The current rates are (2021-22 tax year):

It must be noted that this is not the same as the Living Wage (also referred to as the Real Living Wage) 
which is a voluntary threshold reflecting the cost of living.

23 and over 21-22 18-20 Under 18 Apprentice Accommodation 
offset 

NMW from 
April 2021 

£8.91 £8.36 £6.56 £4.62 £4.30 £8.36 daily
£58.52 weekly 

From April 
2022 

£9.50 £9.18 £6.83 £4.81 £4.81 £8.70 daily
£60.90 weekly 

4. Check if you need to automatically enrol your staff into a workplace pension scheme

In the past many workers missed out on valuable pension contributions because their employer didn’t 
offer them a pension, or they didn’t apply to join their company’s pension scheme. Automatic enrolment 
legislation changes this by making it compulsory for employers to automatically enrol their eligible 
employees into a pension scheme. Automatic enrolment was phased in gradually from 2012 and now all 
employers, regardless of size, are bound by it.

The minimum contribution rates are set by the government and the current contributions are:

Min employer’s contributions Min total contribution
From April 2019 3% 8%

Your payroll provider should be able to set up a compliant pension scheme for you (a set up cost will 
apply) and ensure ongoing compliance for a fee. 

5. Check if someone has the legal right to work in the UK

You are legally required to conduct a Right to Work check to ensure that a candidate can produce the 
required documentation proving their right to work in the UK. The relevant documents must be checked 
in person prior to the employment start date. You will need to take copies and appropriately retain the 
documents. In the absence of a properly conducted check, should any illegal workers be found to be 
working for you, you will be liable for the civil penalty of up to £20,000 for each illegal worker. You can 
also be sent to prison for five years and pay an unlimited fine if you’re found guilty of employing someone 
who you knew or had ‘reasonable cause to believe’ did not have the right to work in the UK. The best 
process would be to follow the Government checklist available from their website. New online checks are 
now also available in certain circumstances.
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6. Check if you need to apply for a DBS check

DBS checks are required for certain positions, such as working or volunteering with children and /or 
vulnerable adults, or working in security. If you are employing individuals in these positions, you will have 
to request a DBS check for them. A similar check will also be required for some job roles if an employee is 
recruited from abroad and subject to obtaining a visa.

A DBS check can also be requested by an employer for other specific roles included in a list published by 
the Government, however, it would be an offence to request the check for roles not included on the list. 
The check can only be requested through a Responsible Organisation.

A basic disclosure can be requested for any position. From January 2018 it is also possible for the 
employee to apply for their own basic DBS certificate directly without an employer’s involvement. This 
can be done on the Government website and costs £25.

7. Send written terms and conditions in writing to your employee

Providing the statements of the main terms and conditions of employment to the employee is a legal 
requirement outlined in section 1 of the Employment Rights Act 1996. From April 2020 it must be 
provided from day one of employment (until then the timeframe was within the first two months of 
employment). It must include all the information specified in the legislation and employers typically 
benefit from including additional clauses to protect the business, such as restrictive covenants and 
confidentiality paragraphs. The contracts should be professionally drafted to ensure all the relevant 
clauses are included and appropriately worded. Typically the contract will be accompanied by a Staff 
Handbook which would include more information on company policies and rules.

Other costs to consider 

Recruitment costs

If you use online job platforms and/or recruitment agencies as part of your recruitment effort, this 
process will incur you some costs. Agency fees are typically worked out as a percentage of the annual 
salary offered for the vacant position. An agency led solution will normally cost you on average 22% -
junior positions may cost you a lower percentage whereas more senior and better paid positions will be 
more expensive. High-end niche or specialist recruitment agencies and executive search consultants 
may charge 30% or more for jobs attracting six or seven figure salaries. You might be able to negotiate a 
lower percentage with an agency if you guarantee them a certain volume of work.

Immigration / Sponsor Licence

If you need to recruit specialist talent from abroad (including the EEA) or wish to employ someone 
already in the UK but who requires a visa to work for you, you will have to apply for a Sponsor Licence 
under the Points Based System (PBS). There are several options but the Skilled Worker licence will be 
the most applicable to most employers; it comes at a cost of £536 (small employers and charities) / 
£1,476 (medium and large employers) for four years. The licence allows you to sponsor foreign workers if 
you adhere to the complex sponsorship rules and document keeping requirements. For every individual 
being sponsored, a further £199 fee for using the certificate of sponsorship will apply, as well as a Skills 
Surcharge of £1,000 per year of sponsorship in some instances.
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Apprenticeship Levy

The Apprenticeship Levy is payable at a rate of 0.5% of the total annual gross pay paid to employees. 
There is a £15,000 allowance against this which means that only employers with an annual pay bill of 
£3m or more will be subject to the levy.

Contractual benefits

If you choose to offer additional benefits (over and above those afforded as a statutory right), these will 
increase your costs, however they may be needed to ensure successful candidate attraction and 
employee retention. These may include income protection schemes, private health insurance, gym 
membership, corporate loans, long service awards, additional holiday entitlement or option to sell holiday, 
enhanced pay for periods of family leave, enhanced sickness pay, etc.

Often these benefits are offered to employees as part of a flexible benefits system allowing everyone to 
choose the benefits they would like. The employer won’t always pay for the benefits, but the employee 
will benefit from the discount available.

Other costs

Training, cost of IT equipment, other office costs and costs of overheads per employee. 



Employees’ statutory rights
The status of “employee” exists if a person works under a contract of employment i.e. agreed terms and 
conditions between the employer and the employee. Nevertheless the contract cannot overrule the 
reality of the relationship and you cannot class someone as self-employed in a contract if they are really 
treated as an employee. If you are unsure about the legal status of individuals working for you, you 
should always seek professional advice. 

Employees have the following rights and protections that workers and self-employed people do not:

1. Right to receive a written statement of terms and conditions (see point 7 above)

2. Right not to be unfairly dismissed (after two years’ service, unless the reason for dismissal is 
automatically unfair)

3. Right to receive an itemised payslip on or before payday, in either a printed or electronic (online) 
form. It must show elements of pay and any deductions, and explain them

4. Statutory minimum notice:

• One week’s notice if the employee had been employed by the employer continuously for one 
month or more, but less than two years

• Thereafter, one week’s notice for each complete year of continuous employment, up to a 
maximum of 12 weeks

5. Statutory Redundancy pay (after two years’ service):

• Half a week’s pay for each full year under age 22

• One week’s pay for each full year age 22 or older, but under 41

• One and half week’s pay for each full year age 41 or older

Length of service is capped at the most recent 20 years’ service. If an employee is made redundant on or 
after 6 April 2019, weekly pay is capped at £538 and the maximum statutory redundancy pay is £16,140. 
The rates are reviewed every year in April.

6. Statutory maternity leave and pay: 

• Statutory maternity leave is 52 weeks; made up of 26 weeks ordinary maternity leave (including 
two or four weeks compulsory maternity leave) and 26 weeks additional maternity leave.

• Eligible employees are entitled to be paid for 39 weeks as follows:

o The first six weeks: 90% of their average weekly earnings 
(AWE) before tax

o The remaining 33 weeks: the statutory amount (currently, 
from April 2021, this is £151.97) or 90% of their AWE 
(whichever is lower)

7. Time off for antenatal care
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8. Shared Parental leave and pay:

• Shared parental leave and pay operates on the same principles as maternity leave and pay 
above, except that eligible employees can share the leave (after the compulsory maternity leave 
period) and pay with their partner / spouse / the child’s father

9. Statutory Paternity Leave and Pay:

• Employees can choose to take either one week or two consecutive weeks leave. The amount of 
time is the same even if they have more than one child (e.g. twins).

• Statutory paternity pay for eligible employees is either the statutory amount (currently, from 
April 2020, this is £151.97) per week or 90% of their AWE (whichever is lower)

10. Adoption Leave and Pay:

• Statutory adoption leave is 52 weeks. It is made up of 26 weeks of ordinary adoption leave and 
26 weeks of additional adoption leave

• Statutory adoption pay is payable to eligible employees for up to 39 weeks in the same way as 
maternity pay

11. Statutory Sickness Pay (SSP):

• SSP is payable from the fourth day (including non-working days) of sickness set at a statutory 
rate (currently, from April 2021, this is £96.35 per week) for the first 28 weeks of sickness

12. Pension:

• Auto enrolment makes it compulsory for employers to offer eligible workers a workplace 
pension

• The minimum contributions are set by the Government and currently (from April 2019) the 
employer must contribute a minimum of 3% and the total minimum contribution is 8%

13. Time off for family and dependants:

• A reasonable amount of unpaid time to deal with any emergencies involving a dependant

14. Rights to request flexible working:

• All employees who have worked for the same employer for at least 26 weeks have the legal 
right to request flexible working

• Employers must deal with requests in a ‘reasonable manner’ by assessing the advantages and 
disadvantages of the application, holding a meeting to discuss the request with the employee 
and offering an appeal process 
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15. Time off for public duties:

• Employees can get reasonable time off work for certain public duties (including Trade Union 
member, school governor, local councillor, a magistrate, a member of a statutory tribunal, etc.). 
This is unpaid (but employers can choose to pay them for this time).

• The amount of time off should be agreed between the employee and employer beforehand

16. Protection under the transfer of undertaking legislation (TUPE):

• When TUPE applies, the employees of the outgoing employer automatically become employees 
of the incoming employer at the point of transfer. They carry with them their continuous service 
from the outgoing employer, and should continue to enjoy the same terms and conditions of 
employment with the incoming employer.

• Protection against changes to terms and conditions is indefinite if the sole or principal reason 
for the change is the transfer.

It is important to note the rights that both Employees and Workers share:

17. National Minimum Wage and National Living Wage entitlement

18. Protection from discrimination in (and in some cases outside of) the workplace

19. Protection from unlawful deduction from wages

20. Paid annual leave

• In the UK the minimum entitlement to paid holiday is 5.6 weeks (this is 28 days for a full-time 
worker and pro-rata for any part-time workers). Holiday pay must also be calculated taking into 
account any additional payments paid to the employee on a regular basis such as commission, 
bonuses and overtime payments.

21. The right to daily and weekly rest breaks under the Working Time Regulations

22. Rights under Data Protection legislation GDPR

23. Whistleblowing protection



How can the HR Consultancy team at 
CBW help?
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Legally required basics ☐ Employers’ Liability Insurance

☐ PAYE registration 

☐ Auto-enrolment set up

☐ Contracts of employment

☐ Privacy notice and Data Protection policy 

☐ Right to work checks and DBS checks 

☐ Basic Employee Handbook

You might be interested in ☐ CBW running your payroll

☐ Auto-enrolment continued compliance 

☐ Additional policies to expand your Handbook and tailor it to your
needs 

☐ Flexible Benefits portal

☐ HR system

☐ Immigration assistance and advice

☐ Help with recruiting staff

CBW’s HR Consultancy team can assist you with taking on your first employees. If you are yet to tick off 
any or some of the above items then please get in touch for an initial discussion to see if we can assist 
you with your requirements.
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