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Being an employee on PAYE

QUICK FACTS
1. Most nannies in the UK work as employees and 

it is their employer’s legal responsibility to 
register with HMRC and set up a PAYE scheme on 
their nanny’s behalf

2. PAYE is short for Pay As You Earn

3. Operating a PAYE scheme means that Tax and 
National Insurance Contributions are deducted 
from the nanny’s gross wage and paid to HMRC 
by the employer on a regular basis

4. National Insurance Contributions go towards  a 
nanny’s entitlement to statutory benefits such as 
state pension, unemployment benefits and SMP.

What is PAYE?
When you work as a nanny in the UK the family who 
employ you are responsible for operating a PAYE (Pay As 
You Earn) scheme on your behalf. This means that you are 
their employee and they must register as an employer 
with HMRC (Her Majesty’s Revenue & Customs). This can 
be done through their local tax office or by using a payroll 
bureau, such as Nannytax.

It is also your employer’s legal responsibility to make the 
correct Tax and National Insurance (NI) deductions from 
your gross salary and pay these to HMRC (assuming your 
total earnings exceed the Tax and NI thresholds currently 
in force). Your gross salary is made up of your net pay 
+ your income tax + employee’s National Insurance 
Contributions (NICs). In addition, your employer also has 
an employer’s NIC to pay.

The benefits of being on PAYE
Your National Insurance Contributions go towards your 
state pension and right to other statutory payments and 
benefits such as Maternity Pay (SMP), Sick Pay (SSP), 
Adoption Pay (SAP) and Paternity Pay (SPP) so it is vitally 
important your employer pays these correctly on your 
behalf.

As an employee, you are entitled to a wide range of 
statutory rights, most of which are outlined below. Some 
rights apply as soon as you start a new job; others require 
that you have worked for a specific period of time or earn 
over a certain amount in order to become eligible. 

As an employee you have a right to:

• a payslip or itemised pay statement each time you 
are paid

• a Contract of Employment or written statement 
of the main terms of employment within two 
calendar months of your job start date

• a safe system and environment of work

• be paid at least the National Minimum Wage 
(please note Exceptions to statutory rights)

• paid holiday of at least 28 days per year (or a 
pro-rata equivalent if you work part-time or on a 
temporary basis)

• maternity rights, leave and pay; conditions apply 
in order to receive Statutory Maternity Pay (SMP) 
and Maternity Allowance (MA)

• paternity leave and pay; conditions apply in order 
to receive Statutory Paternity Pay (SPP)

• adoption leave and pay; conditions apply in order 
to receive Statutory Adoption Pay (SAP)

• unpaid parental leave

• time off for dependants

• Statutory Sick Pay (SSP); provided you meet the 
qualifying conditions

• not to be discriminated against nor dismissed 
unfairly

• redundancy pay; provided you have worked for 
your employer for two or more years

• notice of termination of employment

 
Please note this is not a full list of employee rights –
please see the Directgov website for more details at 
www.direct.gov.uk

Exceptions to statutory rights
• Domestic staff, including nannies, are exempt on 

the measures concerning working hours as set out 
in the Working Time Directive, but are entitled to 
a 20 minute rest break for every 6 hours worked.

• Live-in nannies who live and are treated as part 
of the family and are not provided with separate 
accommodation are exempt from the National 
Minimum Wage.


