
Top gear for cycle to work 
schemes

Environmental concerns and a desire for a healthier lifestyle have 

helped to increase the popularity of cycling to work.

It’s not for everyone, but the government’s cycle-to-work-

scheme (CWS) allows employers to loan a bicycle to their staff 

to commute to work in return for monthly payments from gross 

wages. Previously, the value of a bike under the scheme was 

limited to £1,000, but this limit has now been removed.

Under CWS, the employee enters a 12-month hire contract for 

the bike with monthly payments equal to 1/12 of the price of the 

cycle. As this is carried out through salary sacrifice, the employee 

saves income tax and national insurance contributions (NICs), 

whilst the employer saves employer’s NIC.

At the end of the agreement, the employee has three choices:

1. Give the bike back to the scheme provider.

2. Buy the bike outright for its market value, which can 

typically be 18%-25% of its original price – thereby removing 

the tax savings.

3. Make a one-off payment of between 3% and 7% 

(depending upon the original price) of the original value to 

extend the hire period by another 36 months. At the end of 

this period, the bike can be purchased for between 3% and 

7% of its original cost. 

The majority of people take option 3.

Although there are various ways of operating a scheme, it is 

often the case that an employer purchases a voucher from 

a scheme provider which is then used with participating 

retailers. Deductions from the employee’s salary reimburse the 

employer for the initial cost. As these deductions are made 

from gross pay, there is a tax and NIC saving.

The scheme also applies to cycle safety equipment such as 

helmets, lights and other accessories. More than one bike 

could be hired within the overall limit. The scheme is not 

available for the self-employed.

Removal of the £1,000 limit
Until recently, most employers had to have a limit on the 

scheme of £1,000 so that they did not trigger the need for a 

consumer credit licence.

The government has now announced that FCA authorised 

third party providers are able to run the scheme, so an 

employer does not need to worry about a licence. This may 

increase the popularity of e-bikes which often cost more than 

£1,000.
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Holiday pay calculations change for 
temporary workers

The way holiday pay is calculated has changed for non-

permanent workers. The change by the Department for Business, 

Energy and Industrial Strategy reflects recent case law relating 

to a term-time music teacher where it was ruled that a 12-week 

average method should be used for computing holiday pay, 

rather than the 12.07% method previously used.

Workers on a full-time, permanent contract are likely to be paid 

their normal weekly rate of pay. Where a worker has a part-time 

permanent contract, then they will also likely receive their 

normal weekly rate of pay for all school holiday periods.

Where, however, a worker is paid only for hours actually worked, 

such as:

• a worker paid by the hour

• a supply teacher provided by an agency

• a temporary worker on a short-term contract

• a worker on a zero-hours contract

then an employer should apply a 12-week holiday pay reference 

period (substituting any whole weeks in which no pay was 

received for weeks in which pay, however minimal, was received) 

to calculate the correct amount of holiday pay. The 12-week 

holiday pay reference was judged to be appropriate for term-

time workers in Brazel v The Harpur Trust [2018].

More guidance is available on the BEIS website.

Example
A part-time music teacher has a zero-hours contract entitling 

them to 5.6 weeks’ annual leave. They have a term-time contract 

meaning they work 32 weeks per year. They must take their 5.6 

weeks of annual leave during the school holidays. They should 

therefore be paid for 5.6 weeks of leave taken at some point 

during the school holidays.

The school breaks up for summer holidays on Friday 25 July and 

the teacher decides to take a two-week paid holiday in mid-

August before school returns on 10 September. The employer 

should therefore take an average of the teacher’s pay rate over 

the last 12 weeks in which they worked, starting with the last 

week at the end of the summer term and omitting any other 

periods of school holiday in which the teacher was not paid.

ACAS
According to the ACAS website, if you do casual work with 

no normal hours, for example on a zero-hours contract, your 

holiday pay will be based on the average pay you got over the 

previous 12 weeks.

These should be weeks in which you were paid. If you were 

not paid in one of those 12 weeks (because you did not work), 

the last paid week before that should be used to calculate your 

holiday pay.

Bishop Fleming Payroll Services recommend all employers 

with term time workers to review their current practice and 

revise this if necessary in light of this change.

New manager appointment

We are very pleased to announce that we have appointed 

a new manager at Bishop Fleming Payroll Services; Stuart 

Abbott. This positive news means we have more management 

resource and expertise for our ever growing payroll bureau. 

Stuart has risen through the ranks at Bishop Fleming and has 

worked hard to take advantage of the career opportunity 

we presented him with. This is testament to the training 

and development that all our payroll staff are provided with. 

Stuart completed the Bright Futures programme and has 

also achieved the Chartered Institute of Payroll Professionals 

Foundation Degree in Payroll Management, which have both 

helped him achieve this promotion. Our commitment to our 

staff and the payroll profession helps to ensure that our payroll 

clients receive the best possible service.

Working together
works better.
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