PAY AS YOU EARN
EXPLAINED
RECRUITER GUIDE TO PAYE

THE ANSWER IS

PAY AS YOU EARN (PAYE)
EXPLAINED
As a recruitment agency, you will have workers paid via
different employment models, either by choice or legislative
purposes.
Pay As You Earn (PAYE)
Limited Company
Self-Employed
Umbrella
Construction Industry Scheme (CIS)
Due to legislation and regulation
purposes, most recruitment
agency workers tend to be paid
via Pay As You Earn (PAYE).
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WHAT IS PAYE?

PAYE is HM Revenue and Customs (HMRC) system to collect
Income Tax and National Insurance from employment as
employees earn.
As an employer, you are normally required to operate PAYE as part of your
payroll. You will need to register as an employer and set up PAYE. If none of your
employees are paid £120 or more a week, get expenses and benefits, have
another job or get a pension, you are not required to register for PAYE. However,
you must keep payroll records.

You must register before the first payday and you also need to register even if
you’re only employing yourself, for example as the director of a limited company.
It can take up to 5 working days to get your employer PAYE reference number.
Register as an employer via https://www.gov.uk/register-employer.
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PAYMENTS & DEDUCTIONS

Payments to your employees include salary or wages and
other amounts, such as; tips or bonuses or statutory sick or
maternity pay.
From these payments, you will need to deduct tax and National Insurance for
most employees. Other deductions you may need to make include; student loan
repayments or pension contributions. For more information regarding rates,
deduction, thresholds, expenses and benefits, please refer to
https://www.gov.uk/guidance/rates-and-thresholds-for-employers-2021-to-2022
To help you calculate your payments and deduction, you will need payroll
software. There is a wide range of payroll software to choose from and HMRC
have produced a recognised list of providers https://www.gov.uk/payroll-software
When providing PAYE workers to clients, you must bear these additional costs in
mind, as they will affect your margins. The Simplicity Margin Calculator can help
you calculate your margins on standard rates.

Once you have calculated workers payments and deductions, you will then need
to process payment and provide your workers with a payslip, for their records.
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REPORTING & PAYING HMRC

If you run payroll yourself, you’ll need to report your
employees’ payments and deductions to HMRC on or before
each payday.
Your payroll software will work out how
much tax and National Insurance you
owe, including any employer’s National
Insurance contribution on each
employee’s earnings above £170 a week.
You’ll need to send another report to
claim any reduction on what you owe
HMRC, for example, for statutory pay.
You’ll be able to view what you owe HMRC based on your reports. You then have
to pay HMRC, on the 22nd of the next tax month if you pay monthly. If you’re a
small employer that expects to pay less than £1,500 a month, you can arrange to
pay quarterly via the HMRC’s payment enquiry helpline.
Payment can be made via; bank
transfer (online or telephone),
direct debit or cheque. And make
sure you pay HMRC by the
deadline. You may have to pay
interest and penalties if your
payment is late.
For more information regarding
payments to HRMC please visit
https://www.gov.uk/pay-paye-tax
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OTHER REPORTS & RECORDS

As part of your regular reports, you should tell HMRC when
a new employee joins or if an employee’s circumstances
change; for example, they reach State Pension age or
become a director.
At the end of the tax year, you have to run annual reports - including telling
HMRC about any expenses or benefits. For more information please visit
https://www.gov.uk/payroll-annual-reporting
KEEPING RECORDS
As an employer, you must keep records of:
Employees payments and deductions
Reports and payments you make to HMRC
Employee leave and sickness absences
Tax code notices
Taxable expenses or benefits
Payroll Giving Scheme documents
Your records must show you’ve reported
accurately, and you need to keep them for 3
years from the end of the tax year they relate
to. HMRC may check your records to make
sure you’re paying the right amount of tax.
Failure to keep full records could result in HMRC estimating what you have to
pay, and also charge you a penalty of up to £3,000.
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OUTSOURCING PAYROLL

Managing PAYE can be a job in itself, especially if you are
payrolling several temp workers every week. This is where a
finance solution designed specifically for recruiters comes in.
Here at Simplicity, we don’t just provide you with funding, we take care of your
back-office, including payroll and provide you with FREE Recruitment Workflow
Technology to manage your business from.
Our expert Processing Team take care of paying your PAYE workers and the
admin burden that comes with payroll, including; payments, deductions, worker
payslips, reporting and paying HMRC, invoicing and more. Leaving you to focus
on growing your business.
We also provide finance &
process payroll for;
Limited Company
Contractors
Self-Employed Workers
Umbrella Workers
Construction Industry
Scheme (CIS) Contractors

Plus, we offer an outsourced payroll service for those who wish to self-fund or
even pay their internal recruitment staff.
To find out more about our recruitment finance solutions and back-office
support services, please feel free to contact the team on 01594 888518 or
email sales@simplicityinbusiness.com
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UMBRELLA PAYE

For contractors who wish to continue to work on multiple
assignments but retain one employer, there are alternative
payment options available.
You may well be familiar with the Umbrella PAYE
model. Umbrella PAYE models allow contractors
and freelancers to maintain complete flexibility
around their working arrangements whilst
enjoying a range of benefits,
Simplicity's independent contractor solution Moolah provides a full-service compliant Umbrella
PAYE solution for contractors who wish to
continue to work on multiple assignments but
retain one employer.
For more information regarding the Moolah Umbrella PAYE solution please visit
https://www.moolahpay.co.uk/umbrella

To find out more about Moolah Umbrella PAYE please contact the team on
01594 888519 or email info@moolahpay.co.uk

The Aspen Building
Vantage Point
Mitcheldean
Gloucestershire
Gl17 0DD
sales@simplicityinbusiness.com
www.simplicityinbusiness.com
01594 888518

This eBook is meant as a guide only and is the opinion of the Simplicity team following many years of working with
recruitment businesses. However, this does not constitute professional advice or direction and the final decisions made
in relation to any new business are the responsibility of the business owner and/or director. Simplicity does not accept
responsibility for any outcome based on the opinions given in this document.

