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U.K. Employment Law Changes in 2009: 
Statutory Rates, Limits and Entitlements 
BY CHRIS BRACEBRIDGE 

At a Glance 

Various employment-related compensation, 
benefit and tax rates increase during Spring 
2009. At the same time, legislative changes 
have effect in several areas of importance to 
employers with U.K. employees. 
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1. New Statutory Compensation Limits 

The following new statutory limits on 
Employment Tribunal awards apply to claims 
with an “effective date of termination” on or 
after 1 February 2009: 

• the maximum compensatory award in 
most unfair dismissal claims has 
increased from £63,000 to £66,200; 

• the maximum gross weekly pay used in the 
calculation of the statutory redundancy 
payment and both basic and additional 
awards in unfair dismissal claims has 
increased from £330 to £350; and 

• the maximum statutory redundancy 
payment, and the maximum additional 
and basic awards in an unfair dismissal 
claim, have increased from £9,900 to 
£10,500. 

The “effective date of termination” is the date 
on which the employment contract, viewed 
objectively, comes to an end. 

2. New Statutory Benefits Rates 

Subject to final U.K. Parliament approval: 

• from 6 April 2009, the prescribed rate of 
statutory maternity/paternity/adoption 
pay and maternity allowance will increase 
from £117.18 to £123.06 per week (or 
90% of normal weekly earnings, if 
lower); and 

• from 6 April 2009, the standard rate of 
statutory sick pay will increase from 
£75.40 to £79.15 per week. 

February 2009 
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3. New Income Tax/National Insurance 
Contributions Rates 

From 6 April 2009: 

• the income tax personal allowance for 
people under 65 years old will increase 
from £6,035 to £6,475; 

• income tax rates and taxable bands for 
2009 – 2010 will be: 

– starting rate for savings only (10%): 
£0 – £2,440 (NB: if non-savings income 
is above this limit, the 10 per cent 
starting rate for savings will not apply); 

– basic rate (20%): £0-£37,400; 

– higher rate (40%): more than £37,400; 
and 

• the national insurance contributions lower 
earnings limit for class 1 contributions 
will increase from £90 to £95 a week and 
the upper earnings limit from £770 to 
£844 a week. 

4. New Pension Scheme Allowances 

From 6 April 2009: 

• the pension scheme individual annual 
allowance in respect of scheme 
contributions will increase from £235,000 
to £245,000 per annum; and 

• the pension scheme individual lifetime 
allowance will increase from £1.65 million 
to £1.75 million. 

5. Flexible Working 

From April 2009, the right to request flexible 
working will be extended to parents of children 
aged between six and 16. This greatly increases 
the number of employees with childcare 
responsibilities entitled to make such a statutory 
request – currently, such employees are entitled 
only if they are responsible for a child aged 

under six (or a disabled child under 18). 

Flexible working provisions were introduced in 
April 2003 by the Employment Act 2002. The 
legislation allows a qualifying employee to 
request different work patterns. These might 
include part-time working, job-sharing, home-
working, flexi-time or term-time working. The 
latest changes are part of the U.K. 
Government’s incremental approach to 
extending the right to request flexible working. 
The legislation has been systematically 
broadened since its inception, so that it now 
also covers civil partners and employees who 
care for adults. 

6. Statutory Holiday 

From 1 April 2009, the statutory annual holiday 
entitlement will increase from 4.8 weeks 
(24 days for an employee working a five-day 
week) to 5.6 weeks (28 days). Time off on any 
of the eight annual English public holidays can 
count toward fulfilling this minimum 
entitlement; however, even if all public holidays 
are taken, employers will still have to give 
employees an additional 20 days of paid leave 
per year. Transitional provisions apply where 
employers’ holiday years do not start on 1 April 
2009. 

7. Maternity and Adoption Leave Rights 

The Maternity and Parental Leave etc. and the 
Paternity and Adoption Leave (Amendment) 
Regulations 2008 continue to affect employees 
who are due to give birth or adopt on or after 5 
October 2008. 

The rights and obligations of employees during 
Ordinary Maternity Leave and Ordinary 
Adoption Leave (the first six months of leave) 
have been extended to Additional Maternity 
Leave and Additional Adoption Leave (the 
second six months of leave). The main effect 
for U.K. employers is that, in general, employee 
benefits provided to the maternity (or adoption) 
leaver must be extended to the whole of the 
leave period of up to one year, rather than just 
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being provided during the first six months. 

8. What Employers Should Be Doing 
Now 

Relevant references in handbooks and written 
policies or procedures should be updated as 
appropriate with the new benefit, tax and social 
security rates. All staff dealing with the 
administration of applicable policies and/or 
benefits should be notified of the rate changes. 
Any company flexible working policy should be 

revised to extend it to parents of children up to 16 
years old. The extension of this right to request 
flexible working should be communicated to all 
H.R. personnel and, in particular, line managers, 
who are less likely to be aware of the change. 
Holiday entitlements in contracts and policies 
should be checked to ensure compliance with the 
new minimum statutory allowance. Maternity and 
adoption policies and practices should be 
reviewed and updated to reflect the provision of 
extended employee benefits. 

   

If you have any questions concerning these developing issues, please do not hesitate to contact any of 
the following Paul Hastings London lawyers: 

Chris Bracebridge  
44-20-3023-5138 
chrisbracebridge@paulhastings.com 

Christopher K. Walter  
44-20-3023-5129 
christopherwalter@paulhastings.com 
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