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Understanding Your Payslip
The key things you need to know

PAY TERMS

GROSS PAY This is the total amount that you have earned, before
deductions have been applied. It may include earnings for overtime,
bonuses, shift work, and holiday pay, etc.
BASIC PAY This is the rate agreed between you and your employer as
your set pay, without any bonuses or overtime. For monthly paid staff, it is
usually 1/12th of your annual salary.
NET PAY The term for the amount of salary actually paid after the
deduction of tax, national insurance and any other deductions.
PAYE This stands for Pay As You Earn, it is the system by which you pay
both your income tax and national insurance (NI). Every time you’re paid,
your employer takes your tax and NI from your wages and sends it on to
HMRC.

REFERENCE
NUMBERS

EMPLOYEE NUMBER This is given to you by your employer and serves as a
unique identifier for you while you work there. When you have a payroll
query, you may need to quote this number. You won’t keep this number if
you move company, and it’s worth noting that not all employers will issue
one.
EMPLOYERS PAYE REFERENCE / ERN An ERN is given to every business
that registers with HM Revenue and Customs as an employer. You may
need this number when applying for tax credits, applying for Student
Loans, or a range of other tasks, so your employer will sometimes put it
on your payslip.
NATIONAL INSURANCE NUMBER / NI NUMBER This is your personal,
unique identifier used by HMRC to track your tax and national insurance
contributions. It will often appear on your payslips.

Understanding Your Payslip…continued

TAX REFERENCES

TAX CODE This tells your employer how they should apply tax on your
earnings. Your tax code is given to your employer by HMRC and will
usually change each financial year. Again, this should appear on every
payslip.
TAX PERIOD This is the period for which the tax was calculated. For
monthly pay it refers to the month of the tax year, with April being period 1
and March being period 12. If you are on a weekly payroll it refers to the
week of pay, starting with week 1 in April to week 52 at the end of March.

DEDUCTIONS

EMPLOYEE NI / EE NI The amount being deducted for your National
Insurance contribution.
EMPLOYERS NI / ERS NI Employers also pay Employer’s National Insurance
contributions on their employees’ earnings and benefits, which is
summarised for reference on your payslip.

SUMMARIES

EARNINGS FOR TAX / EARNINGS FOR NI This is the amount of your earnings
that are subject to tax or national insurance deductions. Often, these will
be displayed for the pay period and for the year to date.
TD OR YTD This means “To Date” or “Year To Date”. As well as showing
earnings and deductions for that specific pay period, your payslip should
also show you a combined total for that tax year to date.

STILL CONFUSED OR WANT TO CHECK ANOTHER TERM NOT LISTED HERE?
The CIPP (Chartered Institute of Payroll Professionals) have a great interactive tool on their website which you can
also use to find out more about your payslip.
https://www.cipp.org.uk/resources/payslip-tool.html

