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Pay Definitions
by Tom O’Dwyer, James Maher

Introduction

Get familiar with the basic terminology and definitions of pay. Most farmers will seek 

professional assistance with payment details, but it is important to be familiar with the main 

definitions regarding pay.

What is the difference between wages and salary?

What is the difference between gross pay and net pay?    

What other benefits can be received by an employee?

What is the National Minimum Wage? 

How do I calculate the hourly rate?

What does Revenue require to set up an employee?

What is Emergency Tax? 

What are time sheets? 
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What is the difference between wages and 
salary?

While many people use the terms wages and 
salary interchangeably, there is an important 
distinction between the two terms.

Wages are a variable payment that an employee 
earns based on the number of hours worked 
and an hourly rate of pay.  For example, an 
employee working 40 hours during the work 
week, with an hourly rate of pay of €12 per hour, 
will earn gross wages for the week of €480.  
If the employee worked more or less hours, 
the gross wages would increase or decrease 
accordingly.  

Salary is a fixed payment that an individual 
receives on the basis of work done on an annual 
basis.  For example, a farm manager might 
earn a salary of €40,000 per year.  In general, 
salaried employees will not receive additional 
pay for hours in excess of a ‘normal working 
week’. 

What is the difference between gross pay and 
net pay?

Gross Pay (also Gross Pay for Tax) is the 
employee’s pay of any kind before any 
deductions are made by the employer.  Net Pay 
for Tax is the employee’s gross pay less any 
ordinary contributions made by the employee 
to a pension.  Net Pay after Tax is the “take 
home” pay of the employee.  The example 
below illustrates these distinctions.

Annual Per week

Gross Pay for 
Tax (€)

35,000 673.07

Pension 
related 
deductions

0 0

Net Pay for 
Tax

35,000 673.07

PAYE 3,940 75.77

Employee’s 
PRSI

1,400 26.92

Universal 
Social Charge

1,218 23.42

Net Pay 28,442 546.96

Note: Calculations based on single person 
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bands and credits and correct as at 1st October 
2016.

It is advisable to always agree a Gross Pay 
figure with your employee rather than a net 
“take home” figure.  By agreeing a net “take 
home” figure with an employee, the employer 
is in effect agreeing to pay the employee’s 
PAYE/PRSI for them.  It also means that if the 
income tax rates rise or an employee’s tax 
credits or standard rate cut-off point change, 
the employer will have to pay any additional tax 
arising.

What other benefits can be received by an 
employee?

In addition to salary or wages, employees 
can receive other benefits, referred to as 
benefits-in-kind, including: the private use of 
a car; the payment of bills; free or subsidised 
accommodation; medical insurance premiums 
on an employee’s behalf; club subscriptions; 
and vouchers in various forms.  Typically, such 
benefits are taxable.  The exception is where 
an employer provides an employee with a 
small benefit (not exceeding €500).  In this 
case, PAYE, PRSI and USC need not be applied 
provided no more than one such benefit is 
given in any tax year and the benefit is not in 
the form of a cash payment.
For further details, see
http://www.revenue.ie/en/tax/it/bik.html

What is the national minimum wage? 

In 2017, (1st Jan 2017), the national minimum 
wage for an experienced adult employee is 
€9.25 per hour.  This rate is liable to change. 
For current rates please check the Workplace 
Relations Commission website
www.workplacerelations.ie
This national minimum wage applies to all 
employees, including full-time, part-time, 
temporary and casual employees, excluding:

• employees who are close relatives of the 
employer, such as a spouse, father, mother, 
son, daughter, brother or sister; and 

• employees undergoing structured training 
such as an apprenticeship.

An experienced adult employee is an employee 
who has employment of any kind in any two 
years over the age of 18.  An employee who has 
not attained the age of 18 years shall be paid 
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a rate that is not less than 70% of the national 
minimum hourly rate of pay.  An employee who 
has attained the age of 18 years shall receive 
at least 80% of the minimum wage in their first 
year after having commenced employment, 
and at least 90% of the minimum wage in 
their second year after having commenced 
employment.
 
For further details, see
www.workplacerelations.ie
Remember that the national minimum wage 
does not prevent an employer from offering a 
higher wage.

How do I calculate the hourly rate?

The hourly rate is calculated by dividing the 
gross reckonable pay earned by an employee 
in a pay reference period by the employee’s 
working hours in that pay reference period.  The 
average hourly rate of pay, so calculated, must 
not be less than the national minimum wage.
Some employees earn more than basic pay.  For 
example, if the employee is provided with board 
(food) and or lodgings (accommodation), then 
the following amounts are also reckonable 
(September 2016) i.e. must be included in the 
gross pay figure for this calculation:

• €54.13 for full board and lodgings per week, 
or €7.73 per day

• €32.14 for full board only per week, or €4.60 
per day

• €21.85 for lodgings only per week, or €3.14 
per day

A full list of the pay components which are 
considered reckonable/non-reckonable for the 
purpose of this calculation are available at
www.workplacerelations.ie
The pay reference period can be a week, 
fortnight or month (but cannot be longer than 
a month) and does not have to be the same 
as the pay period.  The following example 
illustrates the calculation of the hourly rate

Pay Reference Period Monthly

Gross Pay for Tax (€) 2,917.00

Add Allowance for Full Board and 
Lodgings

216.52

Add Bonus for achievement of milk 
quality standards

250.00

Gross Reckonable Pay 3,383.52

Hours worked 170.00

Hourly Rate 19.90

As dairy farming is a seasonal business, it 
creates the need to work longer hours at certain 
times.  If employees understand and agree to 
work longer hours this is ok (within limits of 
course) but you do need to ensure that you 
don’t breach minimum wage rates in doing this.  

All employees must be paid at least the 
minimum wage for every hour they work.  You 
cannot average an employee’s salary or wages 
over a year.  Instead you can average it over a 
week, fortnight or month depending on their 
pay reference period.  You (as an employer) 
must keep records (e.g. records of payments 
made and hours worked/time sheets) to show 
that you are complying with the National 
Minimum Wages Act.
Finally, an employee may make a complaint 
under the National Minimum Wages Act to the 
Workplace Relations Commission.

Farmer quote: “I supply meals – breakfast 
every morning and dinner four times per week 
– as part of the overall package.  This helps to 
build social interaction between myself and my 
employees.”

What does Revenue require to set up an 
employee?

Each PAYE worker in Ireland registers with 
Revenue as an employee of a business (in this 
case a farm business). 
Employers must register for PAYE/PRSI 
purposes. Revenue Form PREM Reg should 
be used by those who are already registered 
for Income Tax but who need to register as an 
employer for PAYE/PRSI purposes. This must 
be done as soon as salaries are first paid. 
Form PREM Reg is available at www.revenue.ie. 
Your accountant will also be able to advise and 
assist.
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All PAYE employees in Ireland commencing 
employment need to have a PPSN (Personal 
Public Service Number), and produce a P45 
from a previous employer. If working in Ireland 
for the first time a PPSN can be obtained 
from the Department of Social Welfare and 
Protection www.welfare.ie or form 12A. 

A worker, if moving from a previous job, needs 
to obtain a P45 from their former employer. 
This contains details of pay and taxes deducted 
by the previous employee and paid to Revenue 
(income tax, Pay Related Social Insurance 
(PRSI) and Universal Social Charge (USC). 
If starting work in Ireland for the first time the 
employee, instead of a P45, needs to submit 
form 12A to the Revenue who in turn will issue 
a Tax Credit Certificate to allow correct salary 
deductions to be made for this employee.

What is Emergency Tax?

Where the above has not been submitted, the 
Emergency Tax Basis applies (often referred 
to as emergency tax).  In this situation the 
employer calculates tax due at the higher 
income tax rate with no tax credits. Once the 
correct documents are submitted, the employer 
adjusts the employee’s tax calculation back in 
line with their entitled credits or deductions. 
More detail is available on www.revenue.ie 
under Taxes & Duties. 

What are time sheets?

Time sheets are a record of the time spent in 
work and the type of leave taken by employees, 
and help when it comes to calculation of wages.  
The following example was kindly given to us 
from the Workplace Relations Commission 
https://www.workplacerelations.ie/en/. 

 
Pay Definitions

c
h

a
p

te
r

11

7

8



67

c
h

a
p

te
r

11



68



69

c
h

a
p

te
r

12Section 4

Payslips and Documents
by James Maher, Tom O’Dwyer

Introduction

There are professionals who can assist you in the financial matters related to employing 

people on your farm. These include accountants, solicitors and employment agencies. Once 

the employment package is set up, a lot of the paperwork and compliance issues can be 

contracted out to these professionals.

What should be included in a payslip?

Who can issue a payslip? 

What systems are available to assist farmers to generate and issue payslips?  

How, and how frequently, should payments be made?

Who manages the payment and record keeping process?  

What is a P30 form and when does an employer use it? 

What is a P60 form? 
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What should be included on a payslip?
 
Employers are obliged to give a written payslip to every employee with every payment of wages 
showing the gross amount of the wages and a list of the deductions. 
The following information should be shown on a payslip:

• Employer name and address
• Date of payment
• Tax week number
• Employee name
• Gross wages
• Pension contribution this period (if any)
• Universal Social Charge
• Taxable pay
• Cumulative gross wages
• Standard rate cut-off point
• Cumulative standard rate cut-off point
• Income tax paid in this period
• PRSI deduction this period
• Other deductions e.g. union subscriptions etc.
• Take home pay

It may also be useful to show the employee year-to-date total for gross pay, income tax, PRSI 
contributions, pension contributions and net pay.

Here is an example payslip:
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Who can issue a payslip? 

An employer or someone acting on their 
behalf (such as an accountant or bookkeeper) 
can issue a payslip. The Payment of Wages 
Act requires the information in payslips to be 
treated in confidence.

Farmer quote: “My employee is hired through 
FRS so they look after all payments.”

What systems are available to assist farmers in 
generating and issuing payslips? 

There are a number of payroll software 
packages available which can assist employers 
with calculations, record keeping and issuing 
of forms such as P60’s, and P30’s.  Discuss 
the most suitable approach to this with your 
accountant or financial advisor.

Farmer quote: “My accountant confirms salary 
based on tax credits etc. annually and I pay my 
employees directly by standing order through 
online banking.”

How, and how frequently, should payments be 
made?

Payment can be made by cheque, bank draft, 
money order, account credit transfer or cash. 
Frequency of payment is agreed between 
the employer and employee and written into 
the terms of employment.  If you agree with 
the employee that payment will be made 
fortnightly, then you need to adhere to this 
arrangement

Who manages the payment and record keeping 
process?

The employer is responsible for co-ordination 
of payment of wages and record keeping and 
is obliged to keep these records confidential 
under the Payment of Wages at Work Act. The 
employer may hire an accountant or financial 
professional to perform this role.

What is a P30 form and when does an 
employer use it?

Revenue requires an employer to submit each 
month (or quarter) a completed P30 form, and 
pay the total tax and total PRSI due for that 
employee for that time period. Payment can be 
made online.

What is a P60 form?

The employer is obliged to issue an employee 
with a P60 form at the end of each tax year 
which provides proof of the tax paid by that 
employee for that period. The sample below is 
taken from www.revenue.ie .
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Building a Package to 
Attract the Right Employee
by Tom O’Dwyer, James Maher

Introduction

As an employer, you must work out, and agree, an appropriate remuneration package for the 

various people employed on your farm. When considering a remuneration package, you must 

bear in mind legislation, the ‘going rate’ i.e. any package must be competitive, responsibilities 

of the position, and the skill level and experience of the person.

Remuneration packages can include rewards other than wages or salary, such as 

accommodation, telephone, power, vehicle costs, performance incentives (bonuses) and 

livestock.  Rewarding people appropriately will help you to attract and retain skilled, reliable 

employees.

How do I decide on an appropriate remuneration package?

Do I have to increase wages/salary on an annual basis?

What taxes will I, as an employer, have to pay?   

Are bonuses and incentives worth considering?

In the absence of bonuses or incentives, how do I motivate an employee?

What about non-cash payments such as stock?

What expenses can employees claim? 

What pay should an employee receive when on sick leave?

Are employers obliged to operate a pension scheme for employees?
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How do I decide on an appropriate 
remuneration package?

If you want to attract the right people to work 
for your farm business, you must offer them 
an attractive reward package which matches 
or exceeds the ‘going rate’.  This is, more 
often than not, above the minimum rate of 
pay.  The actual rate of pay will depend on the 
responsibilities and duties which the employee 
is expected to perform, the skill level and 
experience that the employee demonstrates in 
the job, as well as the ‘going rate’.  

A remuneration package includes salary or 
wages but may also contain other benefits 
or rewards such as accommodation, meals, a 
car, telephone, gas or electricity allowances.  
While the face value of a salary for a dairy farm 
employee may not appear to be attractive 
compared with other industries, when you 
measure the total remuneration package, it 
may appear more valuable to the employee.  
Working out a good remuneration package – 
and communicating this clearly to employees 
– will help to attract, retain and encourage the 
right employees.  In New Zealand, for example, 
employers and employees talk in terms of total 
package values (TPVs) i.e. the total value of the 
package when all elements are included. 

Farmer quote: “I look at what is being paid 
by other employers for similar positions – the 
‘going rate’ – and pay a fair wage.

Do I have to increase wages/salary on an 
annual basis?

You can decide to give an employee an annual 
increase in their wages or salary (unless you are 
paying the National Minimum Wage and that 
is increased by legislation).  Notwithstanding 
that, the employer should consider the 
employee’s performance, the value added by 
the employee to the business and the ‘going 
rate’ to decide whether an increase is justified.  
Of course, if the employee takes on additional 
responsibilities, it may be appropriate to re-
negotiate the overall package.

Farmer quote: “I review the package annually, 
but this does not automatically mean that the 
package will be increased.  Equally, I can look 
to review the package sooner if performance 
warrants it.”
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What taxes will I, as an employer, have to pay?  

As an employer you have an obligation 
to administer the collection and transfer 
of the taxes listed below to the Revenue 
Commissioners.

Tax Employee 
Liable

Employer 
Liable

Income Tax – Pay As 
You Earn (PAYE)

✔

Universal Social 
Charge (USC)

✔

Pay Related Social 
Insurance (PRSI)

✔ ✔

In 2016 (September), Employer PRSI is levied at 
one of two rates:

• 8.5% on weekly salaries up to €356/week 
(subclasses A0 and AX)

• 10.75% on weekly salaries above €356.01 
(subclasses AL and A1) 

The impact of Employer PRSI on the cost of 
employment is outlined in the table below.

Annual Per Week

Employee Gross 
Wages

€20,300 €390

Employer PRSI
@ 10.75%

€2,182 €42

Final Net Cost to the 
employer

€22,482 €432

Are bonuses and incentives worth considering?

Bonuses are unexpected, once-off payments 
to reward staff for ‘a job well done’ and do 
not necessarily need to be financial.  When 
providing a bonus it is important to distinguish 
between rewarding behaviour that is required 
(and indeed expected) for the job and 
rewarding exceptional performance.  Remember 
that a fair wage should be paid for ‘normal 
performance’; bonuses, if offered, should be for 
exceptional performance.
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Incentives, on the other hand, are usually part of the overall remuneration package and are designed 
to incentivise/reward employees who meet set targets/goals or performance measures.  Performance 
measures might relate to milk solids production over a particular period, achievement of quality 
bonuses, annual profit levels, or incidence of mastitis.  Incentive systems can act as a disincentive, 
especially if the employee has limited control over the performance measure on which the incentive is 
calculated or if the employee sees the incentive as unfair or unachievable.  

For an incentive to work correctly, the employer must ensure that it is incentivising the right behaviour 
without compromising another area of the business.

Criteria for an effective performance incentive scheme

Be attractive enough to make it worthwhile
for the employee to participate

If an employer 
decides to 
incorporate 
an incentive 
component into 
the remuneration 
package, the 
incentive plan 
should

Not foster unprofitable practices

Be in writing and set realistic and attainable goals

Allow for annual review and revision options

Clearly identify the baseline performance figure above 
which an incentive may be applicable

Clearly set out the means for determining
the achievement of the incentive payment

Other sectors of agriculture e.g. fruit picking are more easily able to develop incentive packages for 
employees. It is more difficult to develop a package where grazing animals and grassland are elements 
of the performance of the incentive package.

Farmer quote: “In my opinion a financial bonus can be short lived, it is not a long term motivator and 
in my experience can become a de-motivator.  It can also create a sense of ‘entitlement’.  For these 
reasons, I pay a good standard package.”
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In the absence of bonuses or incentives, how 
do I motivate an employee?

One of the questions most frequently asked by 
farmers is ‘How do I motivate Joe (or John or 
Mary or Michael etc.)?  According to Dan Pink’s 
really useful book, “Drive: the surprising truth 
about what motivates us”, human motivation 
is largely intrinsic (comes from completion of 
the task itself or from within the individual).  
Furthermore, the old models of motivation, 
driven by external rewards and/ or fear of 
punishment, are outdated for the 21st century. 

Pink recommends employers to pay employees 
enough “to take the issue off the table”, so 
that they feel they are being paid fairly and are 
not focussed on meeting basic requirements.  
He then suggests that to motivate employees 
beyond performing the basic requirements, you 
need to provide them with the opportunities to:

• make their own choices about how to 
complete tasks;

• improve their skills over time; and/or to get 
better at performing tasks.

• complete tasks that have meaning and are 
important to the overall performance of the 
business.

These ideas are developed by Dan Pink at 
http://www.danpink.com/ 

What about non-cash payments such as stock?

Many farmers offer an incentive to employees 
in the form of a share of the young stock on 
the farm.  The stock stay on the farm and 
are treated as part of the owner’s herd, with 
ownership remaining with the employee.  
Over time this can allow the employee the 
opportunity to build up a significant asset.  If 

this is part of your remuneration package, it is 
important that you have discussed and agreed 
how to deal with this from a tax viewpoint with 
your financial and legal advisors.  Also, that 
both you and your employee are clear on the 
value attached to this part of the remuneration 
package.

Farmer quote: “I include a €2,000 educational 
allowance as part of the package with how 
it is to be spent being agreed between the 
employee and myself.”
 
What expenses can employees claim?

Round-sum expenses payments (lump sum 
expenses payments), which are paid to the 
employee to cover expenses, must be treated 
as pay and taxed accordingly.  An example of 
a round sum payment is where an employer 
agrees to pay, say €300 per month, in addition 
to basic salary in order to cover expenses. 
This €300 must be treated as pay and taxed 
accordingly.  

On the other hand, payments made to 
the employee which are no more than 
reimbursement of vouched expenses, actually 
incurred by the employee in performing 
the duties of the employment, should not 
be treated as pay.  Such expenses must be 
actually incurred in the performance of the 
duties of the employment but must also be 
wholly, exclusively and necessarily so incurred.  
Where employees use their private cars for 
business purposes, reimbursement in respect of 
allowable motoring expenses can be made by 
way of flat-rate kilometric allowances, using, for 
example the prevailing schedule of Civil Service 
rates.
If the employee actually incurs allowable 
expenses, which are not reimbursed by the 
employer, they may claim a deduction from 
Revenue by submitting details of the expenses 
incurred wholly, exclusively and necessarily 
in the performance of the duties of the 
employment
For further details, see http://www.revenue.ie/
en/tax/it/employee-expenses.html
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What pay should an employee receive when on 
sick leave?

The amount of sick pay an employer pays is at 
their own discretion, and is usually outlined in 
the employee contract or terms of employment. 
An employee may be entitled to illness benefit 
from the state depending on the number of 
PRSI contributions since they started work 
(more detail available via www.welfare.ie)
 
Are employers obliged to operate a pension 
scheme for employees?

Employees are entitled by law to access a 
pension scheme. Employers are not obliged 

to operate a pension scheme but are obliged 
to ensure that their employees have access 
to a pension provider through a Personal 
Retirement Savings Account (PRSA).  A PRSA 
is a personal investment account that you use 
to save for your retirement. Contributions are 
tax deductible within certain limits which vary 
with the amount and the age of the employee. 
The PRSA remains with the employee even if 
the employee changes employer. PRSAs can be 
taken up by all types of employee.

A more detailed guide on PRSAs is available on 
the Pensions Authority website
(www.pensionsauthority.ie)
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Checklist for farmers rewarding employees

Yes/No

Does your employee have a PPSN?

Have you agreed a remuneration package with your employee?

Have you discussed the remuneration package with your accountant/legal advisor?

Have you set up a regular payment process (preferably via account transfer)?

Do you provide your employees with a written payslip?

Have you procedures in place to record hours worked and payments made?

Have you calculated the hourly pay rate for the busiest period on your farm?

Have you reviewed your employee’s remuneration package in the last 12 months?

Are you adequately reimbursing your employees for expenses incurred by them?

Remember…
1. Employees have the potential to add tremendous value to your business, so ensure they are 

remunerated fairly for their level of responsibility.
2. When comparing pay rates, it is important to compare remuneration packages for similar roles and 

under similar conditions.  
3. Keep up to date with the average industry salary/wages i.e. what other farmers are paying 

employees performing similar duties.
4. Review the remuneration packages you offer on an annual basis and discuss with employees the 

reason for changes (or the lack of changes) to the remuneration package offered.
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