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1: Definition of a contract

An employment contract is a legally binding agreement between an employer
and employee made when an employee agrees to work for an employer in return
for pay. It is made up several parts:

o Implied terms: terms that are too obvious to mention, that are necessary
to make the contract workable or that are custom and practice of the
industry concerned.

Express terms: terms that are clearly outlined and agreed.
Incorporated terms: terms that are incorporated into a contract through
reference to another document, such as a staff handbook.

o [Legal terms: terms that are imposed or required by the law.

Not all aspects of the contract have to be in writing, but it is good practice and
can ensure that disputes are avoided later. An employer is legally required to
give an employee a written statement of the main particulars of the contract
within 2 months of them beginning work, though ideally it should be given to a
new employee on their first day.

However, just because you don't create a full written contract doesn't mean that it
doesn't exist. A contract exists as soon as employment in return for pay is
agreed. It would include basic minimums as set down by law and whatever
custom and practice was in existence in the organisation or was practised with
the employee during the time of their employment.

A contract of employment can be made up of several parts. However, the written
statement must be in one document and must include at least:



Name of employee and employer

Date employment begins

Location of job

Job description/title

Pay

Working hours

Holiday entitlements

Details of any workplace collective agreements

When your organisation employs a new member of staff you need to consider if
they are going to be a permanent or fixed term employee:

e Permanent contact - means the contract has no fixed end date. You can
include a sentence in the contract that clarifies that the job is permanent
subject to continued funding.

o Fixed-term contract - if you have funding for a specific project, you may
wish to offer a fixed-term contract, which runs for as long as the funding
does. The contract would include the date when the job would end. You
can no longer include a term in a contract for a fixed term that requires the
employee to waive their right to claim unfair dismissal. In general an
employee on a fixed term contract has the same legal rights as a
permanent employee.

2: What is contained in a contract?

Below are some of the standard areas included you might want to include in a
contract. For each element we have included what the law states you must do
and then some information on what is good practice.

Hours - The maximum number of hours a week an individual may work is 48,
averaged over a 17 week period. There are exceptions to this rule, and if you
think this will affect you ring CVS — Mid & North Beds for further information. It is
up to your organisation how many hours you expect your employees to work.
You would usually have a standard working week for all employees. Remember
9am - 5pm isn't necessarily going to be your working week if you run evening
activities. Working specific core hours with other hours arranged around that can
be very useful for staff that have caring responsibilities. If staff work more than
their required hours, you may wish to include provision for Time Off In Lieu.

Pay - As of October 2006 the adult minimum wage rate for workers aged 22 and
over is £5.35 per hour and for workers aged 18-21 inclusive it is £4.45 per hour.
You must operate a PAYE (Pay As You Earn) system if the employee's earnings
are above the thresholds for tax and National Insurance. Compare the "going
rate"” for the job you're offering by looking at job adverts to see what other
organisations pay. Remember to take into account pay increments and
inflationary increases. CVS Mid & North Beds has copies of the current National



Joint Council (NJC) payscales, which the local authority and many voluntary
organisations use. These are amended every year to include the cost of inflation.

Holidays - Every employee is entitled to 4 weeks paid holiday a year, so if your
employees work a 6 day week they get 24 days holiday. This can include public
holidays (Bank Holidays) and it applies to all staff regardless of how long they
have been employed. You must be realistic about what holiday entitlement you
can afford to offer. If you require your staff to work Bank Holidays then you would
usually give the equivalent time off on another day.

Sick leave - An employee is entitled to Statutory Sick Pay (SSP) when s/he has
been off sick for 4 or more days in a row. The rules about SSP are very complex,
so you might wish to contact the Department for Work and Pensions for more
information. Some organisations specify what the employee will receive when off
sick, over and above the statutory minimum. This can be full pay for a specified
period, and then half pay for a further period. Again be realistic about what you
can afford and take into account that you might have to pay to cover the post
during a long period of sick leave.

Maternity leave - A pregnant woman regardless to the length of service and
number of hours worked is entitled to 26 weeks "ordinary matemity leave”. A
woman who has completed 26 weeks continuous service by the end of the 15"
week before the baby is due is entitled to 26 weeks “additional maternity leave’.
This begins at the end of the "ordinary maternity leave”, bringing the combined
total leave to one year (All pregnant women will qualify for Additional Maternity
Leave regardless of length of service if the baby is due on or after 1 April 2007).
Any pregnant woman may start her maternity leave any time after the beginning
of the 11" week before the expected week of childbirth (EWC). She will receive
Statutory Maternity Pay (SMP) during her maternity leave. The rate is 90% of her
salary for the first 6 weeks, and then a set rate for the next 20 weeks. Small
employers can be reimbursed for much of this. Contact your local Inland
Revenue office for further information. Again you can offer more than the
statutory minimum. As with sick leave, you must consider what the organisation
can afford and balance this with offering good terms and conditions.

Paternity leave - Eligible employees can take up to 2 weeks paid leave to care
for their baby and support the mother. To be eligible employees must have, or
expect to have, responsibility for the child's upbringing, be the biological father or
the mother's husband or partner and have worked continuously for their employer
for 26 weeks ending with the 15th week before the baby is due. During Paternity
leave employees with average weekly earnings above the national insurance
lower earnings limit are entitled to Statutory Paternity Pay (SPP). SPP is at the
same rate as Statutory Maternity Pay (SMP).

Parental leave - is a different kind of (unpaid) leave that parents can take in
order to look after a sick child or to make arrangements for the child's welfare.



Employees who have a baby or adopt a child on or after 15 December 1999 and
who have worked for the organisation for a year are entitled to this leave (13
weeks for each child).

Adoption leave - To qualify, an employee must be newly matched with a child
for adoption by an adoption agency and have worked continuously for their
employer for 26 weeks ending with the week in which they are notified of being
matched with a child for adoption. Adopters are entitled to up to 26 weeks
ordinary leave followed immediately by up to 26 weeks additional leave. Statutory
Adoption Pay (SAP) is paid by employers and the rate is the same as the
standard rate of Statutory Maternity Pay (SMP).

Pensions — Employers with 5 or more employees must provide access to some
form of pension arrangement. As an employer you are not obliged to set up a
pension scheme, but you are obliged to provide access to one run by a third
party. Therefore if your organisation has not set up an occupational or group
personal pension scheme you need to offer employees access to a stakeholder
pension scheme. If you do decide to provide a pensions scheme on your
employees' behalf, you need to understand the relevant regulations and tax
implications. Talk to a professional adviser about your particular needs before
deciding. You do not have to contribute to the pension, but people looking for a
new job will weigh up the benefits of an adequate salary with good pension
provision, against a more generous salary with no pension provision. Therefore,
offer a pension to which the organisation makes a contribution, if you can afford
it.

3: Further help

CVS - Mid & North Beds,

43 Bromham Road, Bedford, MK40 2AA.

Tel: 01234 354366. Fax: 01234 347503.

Email: info@cvsmidandnorthbeds.org.uk.

Website: www.cvsmidandnorthbeds.org.uk

Reg. Charity No. 1091423; Company Limited by Guarantee No. 4312967

Business Link - www.businesslink.gov.uk

HM Revenue & Customs - www.hmrc.gov.uk

Department for Work and Pensions - www.dwp.gov.uk

Pension Guide — www.pensionquide.gov.uk

Advisory, Conciliation and Arbitration Service (ACAS) - 08457 474747 or
www.acas.org.uk



mailto:info@cvsmidandnorthbeds.org.uk
http://www.cvsmidandnorthbeds.org.uk/
http://www.businesslink.gov.uk/
http://www.hmrc.gov.uk/
http://www.dwp.gov.uk/
http://www.pensionguide.gov.uk/
http://www.acas.org.uk/

Sandy Adirondack Legal Update - www.sandy-a.co.uk/legal.htm

Reference Books & Guides:

e The Good Employment Guide for the Voluntary Sector — Wendy Blake
Ranken — www.dsc.org.uk - £25.00

¢ Just about Managing? — Sandy Adirondack — www.dsc.org.uk - £25.00

e A Practical Guide to Financial Management — For Charities &
Voluntary Organisations — by Kate Sayer - www.dsc.org.uk - £18.95

e The Employment Records Handbook for Voluntary Organisation —
Paul Ticher with Gill Taylor - www.dsc.org.uk - £16.95

CVS — Mid & North Beds have some of the aforementioned books in our
reference library & these can be loaned to CVS members

This is one in a series of fact sheets produced by CVS — Mid & North Beds, on subjects of
interest to voluntary and community groups. It is intended for guidance only and is not a
comprehensive statement of the law.
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