
The Complete Guide to Calculating UK Holiday 
Pay
This comprehensive guide demystifies the complex world of UK holiday pay calculations. Whether you're an employer 
ensuring compliance or an employee verifying your entitlements, this resource breaks down the legal requirements, 
calculation methods, and best practices for handling holiday pay under UK regulations.
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Understanding UK Working Time Regulations
The Working Time Regulations 1998 (WTR) forms the legal foundation for holiday entitlement and pay in the United 
Kingdom. Introduced to implement the European Working Time Directive, these regulations establish minimum standards 
for working conditions and protect workers' rights to adequate rest periods and paid annual leave.

Under the WTR, all workers in the UK are legally entitled to a minimum of 5.6 weeks of paid holiday per year, which 
equates to 28 days for employees working a standard five-day week. This statutory minimum includes public holidays, 
though employers may choose to offer these as additional leave. It's important to note that there is no statutory right to 
take public holidays off work, though many employment contracts specify this arrangement.

For part-time workers, holiday entitlement is calculated on a pro-rata basis according to the number of days or hours 
worked per week. This ensures that part-time employees receive equivalent benefits proportional to their working 
schedule. For example, an employee working three days per week would be entitled to 16.8 days of annual leave (5.6 
weeks × 3 days).

Full-time Workers (5 days/week)

Entitled to 28 days paid holiday annually (5.6 weeks × 5 
days)

This can include the 8 UK bank holidays, depending on 
employment contract terms

Part-time Workers

Holiday calculated proportionally to hours worked

Formula: 5.6 weeks × number of days/hours worked per 
week

Example: 3 days/week = 16.8 days holiday annually

The regulations establish these entitlements as the minimum legal requirement, but employers are free to offer more 
generous holiday provisions. Understanding these fundamental regulations is the first step toward ensuring proper 
holiday pay calculations.
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Qualifying for Holiday Pay
In the UK, holiday pay eligibility extends to individuals classified as "workers" under employment law, which 
encompasses a broader spectrum of working arrangements than just traditional employees. Understanding who 
qualifies is fundamental to ensuring proper compliance with holiday pay regulations.

Defining "Workers" Under UK Law

The legal definition of a "worker" includes anyone who has a contract of employment or performs work or services 
personally for another party who is not their client or customer. This definition captures several employment categories:

Employees with permanent, fixed-term, or temporary contracts

Agency workers (through temporary work agencies)

Casual workers, including those on zero-hour contracts

Many apprentices and trainees

Some freelancers who do not run their own business

Special Cases: Agency and Zero-Hour Contract Workers

Agency workers are entitled to the same holiday pay rights as comparable permanent employees once they have 
completed the 12-week qualifying period with the same hirer in the same role. For workers on zero-hour contracts, 
holiday pay entitlement accrues from day one, calculated based on the average pay received over the preceding 52 
weeks in which they worked and were paid.

Self-Employed vs. Employee Status

Genuine self-employed individuals who run their own businesses are not entitled to holiday pay. However, 
misclassification of employment status is a common issue, and the true nature of the working relationship determines 
holiday pay rights, not just the label applied to it. Recent landmark cases like Uber v Aslam have established that workers 
in the gig economy may be entitled to holiday pay despite being classified as self-employed by the companies they work 
for.

It's important to note that employment status for holiday pay purposes is determined by how the working relationship 
operates in practice, not merely by what the contract states. Many workers incorrectly classified as "self-employed" 
may actually be entitled to holiday pay.

Understanding these qualification criteria is essential for both employers and workers to ensure holiday pay compliance 
and protect statutory rights.
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Calculating a "Week's Pay"
The concept of a "week's pay" forms the cornerstone of holiday pay calculations in the UK. This seemingly 
straightforward term has been the subject of significant legal development in recent years, with important case law 
reshaping how it should be interpreted and applied.

Basic Definition and Principles

A "week's pay" represents the amount a worker would normally receive for a week's work. However, the precise 
calculation method varies depending on the worker's working pattern and pay structure:

For workers with fixed hours and fixed pay, a week's pay is simply the amount earned in a normal working week

For workers with variable hours but fixed pay rates, a week's pay is the average weekly pay over the preceding 52 
weeks

For workers with variable pay (including commission or piece work), a week's pay is the average weekly 
remuneration over the preceding 52 weeks

The Impact of Bear Scotland Ltd v Fulton

The landmark case of Bear Scotland Ltd v Fulton significantly impacted holiday pay calculations in the UK. The 
Employment Appeal Tribunal ruled that regular overtime payments must be included when calculating holiday pay, 
establishing that "normal remuneration" should be maintained during periods of annual leave. This principle has been 
further reinforced by subsequent cases, creating a more inclusive approach to what constitutes a "week's pay."

Pre-Bear Scotland Approach

Only basic salary considered

Overtime and other variable elements excluded

Calculations based on contractual hours only

Post-Bear Scotland Approach

Normal remuneration must be maintained

Regular overtime included

Commission and certain bonuses included

Based on actual earnings pattern

The 52-Week Reference Period

As of April 2020, the reference period for calculating average weekly earnings has been extended from 12 weeks to 52 
weeks (or the number of complete weeks the worker has been employed if less than 52). This change aims to provide a 
more representative picture of normal earnings, particularly for seasonal workers or those with irregular work patterns.

Handling Weeks Without Pay

When calculating the average weekly pay, weeks in which no remuneration was paid should be excluded, and earlier 
paid weeks should be brought into the calculation instead. The reference period can be extended beyond 52 weeks if 
necessary, but only up to a maximum of 104 weeks (2 years). If the worker has been employed for less than 52 weeks, 
the reference period is the number of complete weeks they have worked.

This evolving interpretation of a "week's pay" reflects the principle that workers should not be financially disadvantaged 
when taking their statutory holiday entitlement, ensuring their normal income is maintained during periods of annual 
leave.
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Including Overtime and Commission
One of the most significant developments in UK holiday pay law has been the inclusion of overtime, commission, and 
other variable payments in holiday pay calculations. These elements, once excluded from "basic pay," are now 
recognized as integral components of a worker's normal remuneration.

Overtime Inclusion: Legal Framework

The case of Dudley Metropolitan Borough Council v Willetts established a precedent for including regular overtime in 
holiday pay calculations. The Employment Appeal Tribunal ruled that holiday pay should reflect "normal remuneration," 
which includes payments that are made with "sufficient regularity" to constitute normal pay.

There are several categories of overtime that may need to be included:

Guaranteed Overtime

Overtime the employer is 
contractually obliged to offer and 
the worker is required to work

Must always be included in holiday 
pay calculations

Non-Guaranteed Overtime

Not guaranteed by the employer, 
but if offered, the worker is required 
to work it

Must be included if worked with 
sufficient regularity

Voluntary Overtime

The employer has no obligation to 
offer and the worker can refuse

Must be included if part of a regular 
pattern of work

Commission in Holiday Pay Calculations

Following the case of Lock v British Gas Trading Ltd, commission payments that are directly linked to the performance of 
tasks required under the contract of employment must be included in holiday pay. The principle is that workers should 
not be deterred from taking annual leave due to financial disadvantage.

For example, a sales representative who earns a basic salary of £200 per week plus an average of £100 in commission 
should receive holiday pay based on their total average weekly earnings of £300, not just their basic salary.

Practical Calculation Example

Week Basic Pay Overtime Commission Total

Week 1 £400 £50 £75 £525

Week 2 £400 £100 £125 £625

Week 3 £400 £25 £150 £575

Average £400 £58.33 £116.67 £575

In this example, the worker's holiday pay should be calculated on the average weekly earnings of £575, not just the 
basic pay of £400.

Other Variable Payments

Beyond overtime and commission, other regular payments that may need to be included in holiday pay calculations 
include:

Shift premiums and allowances

Performance-related bonuses

Travel time payments (if regularly paid)

Standby and call-out payments

The key test is whether these payments form part of the worker's "normal remuneration" through regularity and 
consistency. Purely discretionary or truly exceptional payments may still be excluded.
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Holiday Pay for Different Types of Workers
The UK workforce encompasses diverse employment arrangements, each presenting unique considerations for holiday 
pay calculations. Understanding how to apply the principles of holiday pay to different types of workers is essential for 
compliance with employment law.

Part-time Employees

Part-time workers are entitled to the same holiday rights as full-time employees on a pro-rata basis. The calculation 
starts with the statutory minimum of 5.6 weeks and adjusts according to the worker's schedule.

Calculation Method

For part-time workers with fixed hours:

Identify number of days worked per week1.

Multiply by 5.6 weeks2.

Result = annual holiday entitlement in days3.

Example Calculation

For an employee working 3 days per week:

3 days × 5.6 weeks = 16.8 days annual leave

For an employee working 20 hours per week across 
variable days:

20 ÷ 40 (full-time hours) × 28 days = 14 days annual 
leave

Shift Workers

For employees working shifts of varying lengths, calculating holiday entitlement and pay requires a more nuanced 
approach based on hours rather than days.

The recommended method is to calculate holiday entitlement in hours:

Identify average weekly working hours1.

Multiply by 5.6 weeks2.

Result = annual holiday entitlement in hours3.

Example: 4 Days On/4 Days Off Shift Pattern

For a worker on a 4 days on/4 days off shift pattern working 12-hour shifts:

Calculate hours worked per year: 182.5 shifts × 12 hours = 2,190 hours1.

Calculate average weekly hours: 2,190 ÷ 52 = 42.12 hours2.

Calculate holiday entitlement: 42.12 hours × 5.6 weeks = 235.87 hours3.

Convert to shifts: 235.87 ÷ 12 = 19.66 shifts (rounded to 20 shifts)4.

Annualized Hours Contracts

Workers on annualized hours contracts have their working time calculated over a full year rather than weekly. Holiday 
calculations must reflect this arrangement.

Calculate the percentage of annual hours that represent statutory holiday entitlement (5.6 ÷ 52 = 10.77%)1.

Apply this percentage to the total annual contracted hours2.

Result = holiday entitlement in hours3.

Example: 1,800 Annual Hours Contract

For a worker contracted to work 1,800 hours per year:

1,800 hours × 10.77% = 193.86 hours holiday entitlement

Zero-Hours and Casual Workers

Workers without fixed hours accrue holiday entitlement based on hours worked. The standard approach is to calculate 
holiday accrual at the rate of 12.07% of hours worked (derived from 5.6 weeks ÷ 46.4 working weeks = 12.07%).

Holiday pay should be calculated using the 52-week average earnings method, accounting only for weeks in which the 
worker received pay.

While these methods provide a framework for calculating holiday pay across different working arrangements, it's always 
advisable to seek specific guidance for complex or unusual working patterns to ensure full compliance with current 
regulations.
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Common Mistakes and How to Avoid Them
Even with the best intentions, employers frequently make errors when calculating holiday pay. These mistakes can lead 
to underpayment claims, damaged employee relations, and potential legal consequences. Understanding these common 
pitfalls is the first step toward ensuring compliance.

Misinterpreting "Basic Pay" vs. "Normal Pay"

One of the most prevalent errors is the continued use of basic salary alone for holiday pay calculations, disregarding the 
legal requirement to include elements that constitute "normal remuneration."

Common Mistake
Using only basic contractual pay 
or salary to calculate holiday pay, 
ignoring regular additional 
payments.

Best Practice
Include all elements of 
remuneration that are paid with 
sufficient regularity to constitute 
normal pay, including overtime, 
commission, and shift premiums.

Prevention Strategy
Conduct a comprehensive audit 
of all payment types and assess 
whether they meet the "normal 
remuneration" criteria established 
by case law.

Failing to Update Reference Periods

Many employers still use outdated 12-week reference periods rather than the current 52-week requirement for 
calculating average pay.

Mistake: Using shorter reference periods that don't accurately reflect typical earnings patterns

Solution: Implement systems that automatically calculate the average over the preceding 52 paid weeks

Compliance Tip: Ensure payroll software is updated to reflect current regulations

Incorrect Pro-Rata Calculations

Holiday calculations for part-time employees often contain mathematical errors that result in incorrect entitlements.

Common Errors

Applying the wrong multiplier (5.6 weeks should be 
used)

Rounding down fractional entitlements inappropriately

Failing to adjust calculations when working patterns 
change

Best Practices

Use precise mathematical formulas rather than 
approximations

Implement regular checks for employees with 
changing work patterns

Consider using specialized software for complex 
calculations

Mishandling Leave Years and Carry-Over

Confusion often arises regarding the carry-over of unused leave, particularly following extended sick leave or family-
related absences.

Under normal circumstances, the statutory minimum 4 weeks derived from EU law must be taken in the leave year it is 
accrued, while the additional 1.6 weeks specific to UK law can be carried over if the employment contract allows. 
However, special rules apply for workers who couldn't take leave due to sickness or family leave, potentially allowing 
carry-over of the full entitlement.

Neglecting to Account for Recent Case Law

Employment law regarding holiday pay continues to evolve through case decisions, and failure to stay informed can lead 
to non-compliance.

The landscape of holiday pay legislation is dynamic, with significant developments emerging from both UK and 
European courts. Employers must actively monitor these changes to ensure their practices remain compliant.

Preventive Measures

Conduct regular audits of holiday pay calculations

Implement clear policies and procedures for holiday pay

Ensure HR and payroll staff receive updated training

Consider seeking professional advice for complex cases

Use specialized software designed for UK holiday pay calculations

By recognizing these common mistakes and implementing preventive measures, employers can minimize the risk of 
holiday pay errors and the associated legal and financial consequences.
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Holiday Pay on Termination of Employment
When employment comes to an end, whether through resignation, dismissal, or redundancy, employees are entitled to 
receive payment for holiday they have accrued but not taken. Understanding how to correctly calculate and process 
these final holiday payments is crucial for both employers and departing employees.

Legal Framework for Terminal Holiday Pay

The Working Time Regulations establish that upon termination of employment, workers must receive payment for any 
statutory holiday entitlement that has accrued but remains unused during the current leave year. This payment is 
commonly referred to as "payment in lieu of holiday" or "terminal holiday pay."

Calculating Accrued Holiday Entitlement

The first step is to determine how much holiday the employee has accrued in the current leave year up to their 
termination date:

1
Calculate full year entitlement
Identify the employee's total annual holiday entitlement (at least 5.6 weeks)

2
Determine accrual rate
Convert to a monthly accrual rate (annual entitlement ÷ 12)

3
Calculate accrued entitlement
Multiply by the number of completed months worked in the leave year

4
Adjust for mid-month termination
Add pro-rata entitlement for any partial month worked

An alternative approach is to use the statutory accrual formula of 1/12th of the annual entitlement per month, or for more 
precise calculations, 1/52nd of the annual entitlement per week worked.

Accounting for Holiday Already Taken

Once the accrued entitlement is calculated, any holiday already taken in the current leave year must be deducted to 
determine the final balance:

If the balance is positive, the employee is owed payment for unused holiday

If the balance is negative (more holiday taken than accrued), the employer may be entitled to deduct the equivalent 
sum from the employee's final pay, provided there is a clear contractual provision allowing for such deduction

Practical Calculation Example

Scenario Calculation

Full-time employee (28 days annual entitlement) 28 days ÷ 12 months = 2.33 days accrued per month

Employment terminated on July 15 (6.5 months into 
leave year)

2.33 days × 6.5 months = 15.15 days accrued

Employee has taken 10 days holiday to date 15.15 days accrued - 10 days taken = 5.15 days owed

Employee's week's pay is £400 £400 ÷ 5 days = £80 per day

Payment due for untaken holiday 5.15 days × £80 = £412

Special Considerations

Contractual vs. 
Statutory Holiday
If the employment contract 
provides for holiday 
entitlement above the statutory 
minimum, different rules may 
apply to the additional 
contractual days, depending 
on the terms specified in the 
contract.

Notice Periods and 
Garden Leave
When an employee serves 
their notice period or is placed 
on garden leave, this time 
counts as normal employment 
for holiday accrual purposes. 
Special rules may apply if the 
employee is paid in lieu of 
notice.

Calculating a Day's Pay
For employees with variable 
pay, the day's pay should be 
calculated using the 52-week 
average method described in 
earlier sections.

Accurately processing terminal holiday pay is not just a legal obligation but also an important element of ensuring a 
positive ending to the employment relationship. Clear communication with the departing employee about how their final 
holiday pay has been calculated can help prevent misunderstandings and potential disputes.
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Record Keeping and Compliance
Accurate record keeping is the backbone of holiday pay compliance. Proper documentation not only assists with correct 
calculations but also provides crucial evidence in the event of disputes or inspections. Establishing robust systems for 
tracking holiday entitlement, accrual, and payments is essential for every UK employer.

Legal Requirements for Record Keeping

While the Working Time Regulations do not specify a particular format for holiday records, employers are expected to 
keep sufficient records to demonstrate compliance with working time provisions, including holiday entitlement and pay. 
These records must be maintained for at least two years from the date they were made.

At minimum, records should include:

Details of holiday entitlement for each worker

Dates of holiday taken

Payment calculations for holiday pay

Supporting documentation for variable pay elements included in calculations

Reference period calculations for workers with irregular hours or pay

Effective Record-Keeping Systems

Employers have various options for maintaining holiday records, from simple spreadsheets to sophisticated HR software 
solutions. The most appropriate system depends on the size and complexity of the organization.

Manual Systems

For small businesses with few employees:

Customized spreadsheets with formulas for 
calculating entitlement

Paper-based holiday request forms

Calendar systems for tracking holiday dates

Leave record cards for individual employees

Digital Solutions

For larger organizations or complex working 
arrangements:

Dedicated HR software with holiday tracking modules

Integrated payroll and HR systems

Cloud-based leave management solutions

Mobile apps for holiday requests and approvals

Best Practices for Holiday Pay Compliance

Regular Audits
Conduct periodic reviews of holiday pay 
calculations to ensure they remain compliant with 
current legislation and case law. This is particularly 
important following significant legal developments 
or changes to working arrangements.

Clear Policies
Develop and communicate comprehensive holiday 
policies that outline entitlement, accrual methods, 
booking procedures, and calculation methods. 
Ensure these policies are regularly updated to 
reflect changes in legislation.

Proactive Planning
Implement systems for monitoring untaken leave 
throughout the year to prevent excessive accrual 
and encourage regular holiday-taking, promoting 
both compliance and employee wellbeing.

Staff Training
Ensure that HR, payroll, and management staff 
receive appropriate training on holiday pay 
regulations and calculation methods to prevent 
inadvertent errors.

Consequences of Non-Compliance

Failing to maintain adequate records or incorrectly calculating holiday pay can have serious consequences:

Employment tribunal claims: Workers can bring claims for unauthorized deductions from wages if they have been 
underpaid holiday pay, potentially going back several years

Financial penalties: In addition to repaying underpaid amounts, employers may face additional costs and 
compensation payments

Reputational damage: Public tribunal cases can negatively impact employer reputation and employee relations

Regulatory action: Serious or systematic breaches may attract attention from regulatory bodies

HMRC does not directly enforce holiday pay compliance (unlike minimum wage regulations), but they may share 
information with other enforcement agencies when breaches are identified during their inspections.

Good record keeping is not just about compliance4it also provides transparency for employees, reduces the 
administrative burden of calculating holiday pay, and helps build trust in the employment relationship.

By implementing robust record-keeping systems and regularly reviewing compliance measures, employers can 
minimize the risk of holiday pay errors and their associated consequences, while also streamlining the administration of 
holiday entitlements across the organization.
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Resources and Further Guidance
Navigating the complex world of UK holiday pay calculations can be challenging. Fortunately, numerous resources are 
available to help both employers and employees understand their rights and obligations. This section provides a 
comprehensive directory of resources for further guidance on holiday pay matters.

Government and Official Resources

These authoritative sources provide official guidance on holiday pay regulations and calculations:

GOV.UK
The official UK government website 
offers comprehensive guidance on 
holiday entitlement and pay, including 
calculators and tools for employers.

Acas (Advisory, Conciliation 
and Arbitration Service)
Provides impartial advice on 
workplace rights, rules and best 
practices, including detailed guidance 
on holiday pay calculations.

HMRC
Offers guidance on tax implications of 
holiday pay and information on related 
payroll requirements.

Legal Resources and Case Law

Understanding key legal decisions is essential for proper holiday pay compliance:

British and Irish Legal Information Institute (BAILII): Free access to UK case law, including significant holiday pay 
judgments

Employment Appeal Tribunal Judgments: Access to judgments that have shaped holiday pay interpretation

Law Society: Guidance and updates on employment law developments

Professional Advice and Support

For complex situations, professional advice may be necessary:

For Employers

Chartered Institute of Personnel and Development 
(CIPD)

Federation of Small Businesses (FSB)

Chambers of Commerce

Employment law solicitors

Payroll service providers

For Employees

Trade unions

Citizens Advice

Employment law clinics

Law centres

Calculators and Tools

Various online tools can assist with holiday pay calculations:

GOV.UK holiday entitlement calculator

Acas holiday pay guidance tools

Commercial HR software with built-in holiday pay calculation features

Industry-specific calculators for complex working patterns

Key Legislation and Regulations

For those who need to reference the primary sources:

Working Time Regulations 1998 (as amended)

Employment Rights Act 1996

Part-time Workers (Prevention of Less Favourable Treatment) Regulations 2000

Agency Workers Regulations 2010

Summary of Key Points

Topic Key Principle

Minimum Entitlement 5.6 weeks (28 days for full-time workers)

Reference Period 52 weeks (excluding weeks with no pay)

Normal Remuneration Must include regular overtime, commission, and 
bonuses

Part-time Workers Pro-rata entitlement based on hours/days worked

Variable Hours Calculated based on 52-week average earnings

Termination Payments Payment for accrued but untaken holiday

Holiday pay remains an evolving area of employment law, with new cases and interpretations emerging regularly. 
Staying informed through these resources is essential for maintaining compliance and protecting both employer and 
employee rights. When in doubt, seeking professional advice specific to your situation is always recommended, 
particularly for complex or unusual working arrangements.

Remember that the fundamental principle underpinning holiday pay legislation is to ensure that workers are not 
deterred from taking their statutory leave entitlement due to financial disadvantage. This principle should guide all 
approaches to holiday pay calculations.
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