
                                                                                                            Document prepared in March 2016 

 

Managing Paid Staff 
 

A Guide for 
Church Officers and 

PCCs on 
Payroll and Pension  

Responsibilities 
 

Diocese of Llandaff 

Esgobaeth Llandaf 



2                                                                                                           Document prepared in March 2016 

 



3                                                                                                           Document prepared in March 2016 

 

PAYROLL: A Guide 
 

This summarises some of the information available on the HMRC website, and from other places 
about the legal requirements of employers  when managing paid staff. It is believed to be 
correct as of March 2016, but as these matters are the subject of regular change and 
updating it is advised that you always check the latest information available at: 
https://www.gov.uk/topic/business-tax/paye 
 

Do we have any employees? 
 

Employment status: Employed or Self-Employed? 
 

It is not always easy to know whether someone is employed or self employed or is a volunteer, and 
what action you need to take. However it is your responsibility as an Employer to correctly determine 
the employment status of your workers. This depends on the terms and conditions of your working 
relationship with each worker. 
 
It is important to get your workers' employment status right because it affects the way Tax and 
National Insurance contributions (NICs) are calculated for them. And it determines whether or not you 
have to operate PAYE (Pay as You Earn) on their earnings. 
 
The Church of England have produced guidance “Short Guide to Employment Status: Guide for tax 
purposes for PCCs”  http://www.parishresources.org.uk/people/paye/ 
 
If you are unsure of the Employment Status please take a look at the Employment Status Indicator 
(ESI): https://www.gov.uk/employment-status-indicator  
 
 The ESI will provide you with a summary of answers made and a decision as to employment 

status (on assumption that it has been completed honestly and by an appropriate person). If the 
outcome is Self Employed you should keep a copy of the determination document together with 
the 14 digit ESI reference  number. If the worker’s employment status is questioned in the future 
HMRC will only be bound by the ESI outcome if this document can be produced. 

 
If the Outcome is Employee you need to check if should register as an Employer. You should also 
hold the following for ALL your employees: 
 
•  Contract of Employment 
•  Payroll Information Form 
•  Starter Checklist or P45 from previous Employer 
 

Do I need to register as an employer? 
 

As soon as you first employ someone, you will need to register with HMRC if one or more of the 
following apply: 
 
•  Paying at or above the PAYE threshold (2016/17 £212 week, £917month, £11,000 p.a.) 
•  Paying at or above the National Insurance Lower Earnings Limit (LEL) (2016/17 £112 week or 
 £486 month) 
•  The Employee already has another Job (Check starting declaration) 
•  The Employee is in receipt of a Pension (Check starting declaration) 
 You’re providing them with any employee benefits 
 
As an Employer you have the responsibility to deduct PAYE Tax and National Insurance contributions 
from your employees pay. You are required to report this information to HMRC each time you pay your 
employee(s). 

https://www.gov.uk/topic/business-tax/paye
https://www.gov.uk/topic/business-tax/paye
http://www.parishresources.org.uk/people/paye/
https://www.gov.uk/guidance/employment-status-indicator
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If none of the above points apply, ALL employees are paid below the LEL AND none have any other 
jobs and none are in receipt of a pension it is the employee’s responsibility to declare their own 
earnings. You should however keep a record of the name, address, NI number and amount paid in 
each tax year and this should be retained. However if one employee is then paid above the LEL or you 
employ someone who has another job or a pension ALL employees must then be processed through a 
payroll and you will need to register as an Employer. 

 
Setting up a payroll: 
 

In order to set up a payroll you need to undertake the following steps: 
 
1. Register as an employer with HMRC 
2. Choose payroll software/find payroll bureau service 
3. Collect and keep records 
4. Tell HMRC about your employees 
5. Record pay, make deductions and report to HMRC on or before the first pay date. You will also 

need to send reports to claim any reductions e.g. for statutory pay 
6. Pay HMRC the tax and NI you owe (if you are considered to be a small employer you can 

contact HMRC who may consider quarterly rather than monthly payments) 

 

How to register as an Employer: 
 

The easiest and simplest way to register as a PCC Employer is online: https://www.gov.uk/register-
employer ,alternatively you can contact the Employer Helpline and they will help assist you. 0300 200 
3200. Registration can take up to 2 weeks. 

 

Choose payroll software/find payroll bureau service: 
 

Payroll reports can no longer be sent manually. You must therefore ensure you have the appropriate 
software in place for submitting electronic returns to HMRC. 
 
There are two main options for operating your payroll: 
 

 In-house electronic: See HMRC website for a full list of HMRC recognised and tested PAYE 
software https://www.gov.uk/payroll-software 

 HMRC Basic PAYE Tools for nine or fewer employees (Free of charge / website as above) 
 Outsource Payroll: Use payroll provider such as an accountant or payroll bureau 
 
It is your responsibility as an Employer to ensure that your payroll information is reported to HMRC 
electronically on or before each payday. If you have weekly paid employees you will need to make a 
submission every week. If you have monthly paid employees you will need to make the relevant 
submissions every month. 

 

Record Keeping: 
 

You must collect and keep records of: 
 
 What you pay your employees and the deductions you make 
 The reports and payments you make to HMRC 
 Details of employees leave and sickness absences 
 Employee tax code notices 
 Details of any taxable expenses or benefits 
 Details of any payroll giving schemes (if applicable) 
 
All of this information must be kept for at least 3 years from the end of the tax year to which they 
relate. 

https://www.gov.uk/register-employer
https://www.gov.uk/register-employer
https://www.gov.uk/payroll-software
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Recording pay and Reporting to HMRC: 
 

The Pay As You Earn (PAYE) system was introduced in 1944. PAYE is a system used to deduct 
employees Income Tax and National Insurance Contributions. Real Time Information (RTI) made 
changes to the PAYE system that requires employers to make electronic submissions of employee 
payments and deduction information, at the same time as, or before, payments are made to the 
employees.  
 
You must submit the payroll information to HMRC on or before the day on which you pay your 
employees. You will use a Full Payment Submission (FPS) to do this. 
 
These will include details of: 
 
 The amount you paid to your employee(s) 
 Deductions, such as Income Tax and National Insurance (NICs) 
 Starter and leaver dates (if applicable) 
 
You need to include the details of all employees you pay, including those who earn below the NICs 
Lower Earnings Limit (LEL), for example students, casual and temporary workers. You continue to 
provide your employee with a form P45 (employee parts) when they leave but you no longer submit 
forms P45 (part 1) or P46 to the HMRC separately. Instead you must report all starter /leaver 
information via your payroll software each time you pay someone. 
 

PAYE Submissions to HMRC 
 

 Employment Alignment Submission (EAS): One off Submission to align employee records with 
 HMRC records. 
 Full payment Submission (FPS): Send each and every time you pay your employees (due on or 
 before payment is made) This is a regular submission. 
 Employer Payment Summary (EPS): As and when required – to report a reduction in the amount 
 you need to pay to HMRC (recover statutory payments, advance funding from HMRC) OR to let 
 HMRC know no payment has been made in this pay period (replaces submitting Nil Returns) 
 Earlier Year Update (EYU): As and when required – to correct any errors. 
 National Insurance Number Verification Request (NVR) - As and when required – to verify or 
 obtain a NI number for new employees. 
 
Prior to making your first RTI submission (EAS) you must take some time to ensure the data you hold 
is to the highest possible quality. 
 
You also need to ensure you have the relevant Company data ready. The following data is your 
responsibility and needs checking: 
 

Company Data 
 

Under RTI the submission of your accounts office reference becomes mandatory along with your PCC 
name, address and tax dist./ref. It is important you check this information against your HMRC letters. 
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Employee Personal Data 
 

Employee records need to be completed for each of your employees including casual, temporary and 
student workers. The information is matched against HMRC records stored on the National Insurance 
and PAYE service. If there is a mismatch between your information and HMRC records, duplicate or 
inaccurate records may be created, resulting in incorrect tax calculations or HMRC compliance 
checks. 
 
The key data that HMRC need to align their records consists of each employee: 
 

 Name (Full forenames and surname) 

 Full Address including post code 

 Date of birth (DD/MM/YYYY) 

 Gender 

 National Insurance Number 

 

Name 
 

Ensure each employee’s record is complete with their full surname and forenames, including second 
forenames and initials where appropriate. It is important that the forename entered for each employee 
matches what HMRC know the employee by. In most cases this will be their full given name. Do not: 
 

 Use shortened versions, nick names or ‘Known as’ names 

 Use their middle name or an alternative name, even if this is what they prefer to be known by 

 Enter their forename as initial 
 
For example an Employee may be on a payroll system as Jenny Green, but her full given name is 
Jennifer Green. Dave should be given as David and Maggie should be Margaret. This will need to be 
amended before you make your first submission (EAS) to the HMRC. 

 

Address 
 

You need to make sure you hold each employee’s full address and post code. 
 

Date of Birth 
 

You need to check you hold the correct date of birth in the format dd/mm/yyyy 
 

NI Number 
 

An employee is required by law to give you their National Insurance number, so you should ask for it 
as soon as they start working for you. A National Insurance number consists of two letters, followed by 
six numbers, followed by one letter, A, B, C or D. 
Do not enter a made up number, use a default number or use one belonging to someone else. 
You can use the National Insurance Number Verification (NVR) to check. 
 

Employee payment data 
 

To support the introduction of Universal Credits, HMRC will now require you to declare the number of 
hours each employee works (this is contracted hours and does not include overtime hours). Those on 
zero hours contract would be left as 0. There will be four bandings: 
 
1.  up to 15 hrs week 
2.  16 – 29.99 hrs week 
3.  30 hrs > 
4.  Other (zero hrs. etc.) 
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Starters with a P45 
 

Any new employees will generally provide you with a P45, under RTI you are now also required to 
submit a starting declaration. The statement relates to other jobs and benefits they have received in 
the current tax year, this information is not supplied on the P45, so you will need to ask your employee 
for this information. 
 
When your employee starts you should get them to sign a declaration to tell you whether: 
 
A.  this is their first job since the start of the tax year (6 April) 
B.  this is currently their only job 
C.  they have another job or pension 
 
Processing under RTI also means there is no longer a requirement to submit the P45 (Starter) form to 
the HMRC. Information regarding new starters is automatically included in the payment submission 
(FPS). 

 
Starters without a P45 
 

If your new starter does not provide a P45 you should get them to complete a P46 / Starter Checklist. 
Again they must confirm their starting declaration. This form will not be submitted to the HMRC. 
Information regarding the new starter is automatically included in the payment submission (FPS). 
P46 / Starter Checklist are for information only, and should be kept in the personnel file. 

 
Casual / Temporary Workers (Irregular) 
 

If any employees are not paid for 3 continuous months HMRC will close the record they have for that 
person. It is therefore important you mark any casual staff or employees that you pay infrequently ‘on 
Hold / Irregular’ during the periods for which they are not getting paid. This includes employees on 
Maternity leave or long term sick leave. 
When the employee is due to be paid again, change their status back to “Ok/Regular” 

 

Change in Personal employee Information 
 

If your employee’s personal details change, for example surname or address, then advise your 
employee to contact HMRC to report the change. HMRC prefer this to be done via HMRC address 
change email template (online) you will also need to update their details on your payroll software. If 
the employee does not notify HMRC direct of change of information the new details you hold will not 
be updated on the employee’s record held by the HMRC and this may result in a query from the 
HMRC. If there is a mismatch between your information and the HMRC’s records, duplicate or 
inaccurate records may be created, resulting in incorrect tax calculations or HMRC compliance 
checks. 

 

Running a payroll system: 
 

Detailed information on how to run a payroll system can be found on:  
https://www.gov.uk/running-payroll 
 
The website details all you need to know to operate a PAYE scheme on a tax month basis (6th month 
to 5th following month) including: 
 
1. Recording pay 
2. Calculating employee deductions 
3. Calculating employer National Insurance contributions 
4. Production of payslips 
5. Reporting deductions to HMRC in a full payment submission 

https://www.gov.uk/running-payroll
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It also provides information on what to do in the next tax month: 
 
1. Claiming reduction on what you owe HMRC by sending an Employer Payment Submission 

(EPS) by 19th month 
2. View the balance of what you owe 
3. Pay HMRC by 22nd (or 19th if paying by post). Penalties may apply if you don’t meet the 

deadlines 
 

Employment Allowance: 
 

The government has introduced an allowance towards the cost of employers national insurance costs 
up to a maximum of £3,000 (from April 2016). Please visit https://www.gov.uk/claim-employment-
allowance The allowance can be claimed via your payroll software. 
 

Minimum Wage: 
 

National minimum wage applies to all employees and differs depending on factors such as age. To 
find out the National Minimum Wage which applies for you please visit: https://www.gov.uk/am-i-
getting-minimum-wage The Church in Wales endeavours to pay the living wage which can be found  
http://www.livingwage.org.uk/what-living-wage  
 

Payroll Year End: 
 

Each tax year begins 6th April and ends 5th April the following year.  As an employer you need to: 
 
1. Report to HMRC on the previous tax year and provide your employees with a P60 
2. Prepare for the new tax year  
 
https://www.gov.uk/payroll-annual-reporting provides the details on year end responsibilities which 
include: 
 
1. Sending final year end payroll reports to HMRC    on/before payday 
2. Updating employee payroll records      from 6th April 
3. Updating payroll software       from 6th April 
4. Providing employees with P60s      by 31st May 
5. Reporting to HMRC employee taxable expenses and benefits by 6th July 
 
 

Useful Links 
 

 Operating PAYE in Real Time: https://www.gov.uk/browse/employing-people/payroll 

 Employment Status Indicator: https://www.gov.uk/employment-status-indicator  

 Employment Rights: https://www.gov.uk/employing-staff 

 Software Packages: https://www.gov.uk/payroll-software  

 
 

https://www.gov.uk/claim-employment-allowance
https://www.gov.uk/claim-employment-allowance
https://www.gov.uk/am-i-getting-minimum-wage
https://www.gov.uk/am-i-getting-minimum-wage
http://www.livingwage.org.uk/what-living-wage
https://www.gov.uk/payroll-annual-reporting
https://www.gov.uk/browse/employing-people/payroll
https://www.gov.uk/guidance/employment-status-indicator
https://www.gov.uk/employing-staff
https://www.gov.uk/payroll-software
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PENSIONS:  
 
Auto enrolment—do you know your obligations?: 
 

Auto enrolment requires all UK employers including churches and charities, to provide their staff 
with a pension scheme that meets the Government standard. The date by which you have to comply 
with this legislation is called your ‘staging date’ and this date will depend on the size of your PAYE 
payroll at April 2012. Your staging date will be between now and 2018. 

You can find your staging date by entering your PAYE reference number into the Pensions 
Regulator’s website, see link below: http://www.thepensionsregulator.gov.uk/employers/what-is-my-
staging-date.aspx 

The Pensions Regulator’s website will also tell you everything you need to know about auto-
enrolment, and what you can do to start preparing. 

If you already have a pension scheme, what do you need to 
do? 
 

Your pension provider should tell you if your scheme meets the Government standard. If your 
scheme meets the standard then all you need to do is follow the advice on the Pensions Regulator’s 
website: 
http://www.thepensionsregulator.gov.uk/employers/getting-ready-for-automatic-enrolment.aspx 

If you do not have a pension scheme, or your scheme does 
not meet the standard, what do you need to do? 
 

If you do not have a pension scheme you will need to find a suitable pension scheme, and start 
planning to enrol your staff several months before your staging date. 
 
There are a range of pension providers who are able to provide auto enrolment schemes, such as 
NEST (www.nestpensions.org.uk), the Government backed scheme that has been set up to help 
smaller employers. 

If you have a pension scheme but it does not meet the Government standard you will need to find a 
scheme that does meet the standard, and start planning to enrol your staff in this scheme several 
months before your staging date. Your current pension provider may offer you a new pension 
scheme and help enrol your staff. 
 

Other sources of Information: 
 

The Charity Finance Group has prepared a guide “Auto-enrolment for small charities: What you 
need to know” which can be found: http://www.cfg.org.uk/resources/Publications/cfg-
publications.aspx  
 
 

http://www.thepensionsregulator.gov.uk/employers/what-is-my-staging-date.aspx
http://www.thepensionsregulator.gov.uk/employers/what-is-my-staging-date.aspx
http://www.thepensionsregulator.gov.uk/employers/getting-ready-for-automatic-enrolment.aspx
http://www.nestpensions.org.uk/
http://www.cfg.org.uk/resources/Publications/cfg-publications.aspx
http://www.cfg.org.uk/resources/Publications/cfg-publications.aspx
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The Pension Regulator has also produced a 12 month checklist which helps you keep track of your 
progress and responsibilities under auto enrolment http://www.thepensionsregulator.gov.uk/en/
employers 

What you need to do Details Timescale 

Know your staging date Your staging date is set in law as is the 
date that automatic enrolment duties 
come into effect for you. 
To find your staging date go to: http://
www.thepensionsregulator.gov.uk/
employers/staging-date.aspx 

ASAP 

Provide a point of contact Tell the pension regulator who will be  
responsible for managing the automatic 
enrolment processes 
 

12 months before 
staging date 

Check who you need to auto 
enrol 

Carry out a review of staff to establish 
who you will need to auto enrol 
 

9 months before 
staging date 

Create your action plan Review the on-line planner to assist with 
what to do next 
 

9 months before 
staging date 

Work out your costs Use the online calculator to get an idea   
of how much you will need to pay in        
contributions and approximate set up 
costs 
 

9 months before 
staging date 

Check your records and     
payroll processes 

Check your records and choose the best 
way to keep track of these once your   
duties take effect 
 

6 months before 
staging date 

Choose a pension scheme (or 
check your existing one) 

6 months before 
staging date 

If you already offer your staff a pension 
scheme, make sure it can be used for au-
tomatic enrolment. If it can’t, now is the 
time to find another provider 
 

Assess and enrol staff At staging date Enrol your staff into the pension scheme 
you are providing for them 
 

Write to your staff Within 6 weeks of 
staging date 

You must write to your staff to let them 
know how automatic enrolment applies to 
them within 6 weeks of your staging date 
 

Your ongoing auto enrolment 
duties 

Ongoing Pay regular contributions, keep records  
of automatic enrolment activities and 
monitor the ages and earnings of staff 
and enrol them if they become eligible 
 

Complete your declaration of 
compliance 

Let the pension regulator know how 
you’ve met your automatic enrolment   
duties by completing your declaration     
of compliance, even if you haven’t had    
to enrol anyone 
 

Within 5 months of 
staging date 

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