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The Employment Rights Act 2025: Risk
Management for Employers

Introduction

The Employment Rights Act 2025 (ERA
2025) became law on 18 December 2025,
bringing wide ranging reforms. Its
implementation will be phased across 2026
- 2027.

ERA 2025 is the most significant overhaul of
UK workplace law in a generation. Heralded
as a “new deal for working people,” this
landmark legislation transforms the
employment landscape - expanding
protections, strengthening enforcement,
and raising the bar for employer accountability.

Much of ERA 2025’s detail will be set by secondary legislation and statutory guidance.
There is a large amount of ongoing consultation that will need to be finalised before
certain guidance can be published. Employers should carefully track commencement
regulations and implementation dates. As such, ERA 2025 was not a single “switch-on”
moment but a rolling programme of reform that will reshape employment law over several
years. Businesses that treat this as a long-term change project will be far better placed
to manage risk and disruption as the reforms take effect.

This Loss Prevention Standard cuts through the complexity, equipping you with practical
guidance to navigate the new regime, manage your liabilities, and embed robust risk
controls, helping you stay ahead of the changes, protect your organisation, and support
your people.

Key Areas of Liability and Exposure

Unfair Dismissal - Overview

A claim for unfair dismissal is the protection employees have against being dismissed
from their job without a fair reason or without their employer having followed a fair
process.

Previously, employees had to have two years’ service before they could bring an unfair
dismissal claim, unless they fell within the category of being an “automatically unfair”
dismissal (which covers dismissals for a wide number of reasons such as pregnancy, jury
service, whistleblowing or raising a health and safety issue) .

Compensation was also capped at the lower of either one year's gross pay or the statutory
financial limit, which for 2025 was set at £118,223.

Key Changes

e The qualifying period for bringing a claim for unfair dismissal is being reduced from 2
years to 6 months (from January 2027).

e The compensation cap will be removed (from January 2027).
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Potential Effects

e More employees will be eligible to claim for unfair dismissal.

e There could be higher numbers of dismissals, as employers could feel pressured to
take a binary view on an employee’s potential for improvement at an earlier point,
rather than extending probation or investing resources in performance management
plans.

e Thereislikely to be an increase in higher-value claims and settlements, especially for
senior staff.

Risk Management Recommendations

¢ Implement structured probation reviews at regular intervals, with clear objectives and
documented feedback. This will help to identify any conduct issues at an earlier point
and provide an opportunity for these to be managed appropriately.

e Ensure all proposed dismissals are subject to HR and legal review before being
initiated, and that your processes still align with the ACAS Code of Practice.

¢ Maintain comprehensive records of performance, conduct, and support provided
during probation.

e Train all managers on unfair dismissal, fair process, objective setting, and the
importance of early intervention for underperformance.

e Regularly audit probation and dismissal decisions for compliance and consistency
across your business.

Extended Tribunal Time Limits - Overview

The time limit for most employment claims filed at the Employment Tribunal was 3
months, which meant an employee could quickly find themselves time-barred from
bringing an employment claim if they did not act swiftly. Some types of employment claim
have always had a longer, 6-month time limit (such as claims that are based on statutory
redundancy, equal pay, unfair dismissal related to strike action, certain claims made
against trade unions, and certain claims if you are a member of the armed forces).

Key Change

¢ The time limit for most claims has been extended from 3 months to 6 months (to take
effect from Oct 2026). The time limit for those that previously had a 6-month limit has
not been changed.

Potential Effects

e There could be an increase in claims being brought, because the pool of potential
claimants will be wider.

e Employers might need to ensure they retain relevant documentation for slightly
longer, though many businesses are likely to have a standard document retention
policy that already covers this timeframe.

Risk Management Recommendation
e Update document retention policies if required, to cover the extended window for
bringing claims.

Harassment and Whistleblowing - Overview

Employers were potentially liable for harassment carried out by their employees within
the workplace, if they had not taken reasonable steps to prevent it.
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Key Changes

e Employers’ duties have been expanded so they must take “all reasonable steps” to
prevent sexual harassment. Further guidance is expected on what constitutes “all
reasonable steps” in October 2026.

¢ Employers may also be liable for harassment (of any type) carried out by third parties,
such as customers or clients.

e From April 2026, there will be enhanced whistleblowing protection for sexual
harassment disclosures, so that whistleblowers will be protected from detriment and
unfair dismissal.

Potential Effect
e Greater regulatory scrutiny on employers, and greater risk of enforcement action.
¢ Anincrease in claims and complaints, especially in customer-facing sectors.

Risk Management Recommendations

o Keep alert to any additional guidance issued as to the interpretation of “all reasonable
steps” to ensure procedures are up to date.

e Conduct regular harassment risk assessments, particularly in customer facing roles
or roles where there is an increased risk.

e Provide targeted training and clear reporting channels for employees to share any
concerns.

e Rigorously document all prevention and response measures.

e Consider what other measures specific to your workplace could be implemented to
demonstrate that risk controls were active, current and effective at the time of the
incident.

Fire-and-Rehire - Overview

“Fire-and-rehire” refers to the practice of dismissing staff and re-employing them on new
terms. This could happen when an employer needs to make significant changes to an
employment contract, and employees do not agree to the proposed changes to their
working terms. Employers could get around this impasse by dismissing the employee and
re-engaging them on the new terms.

This could only be done where there was a genuine business need for the changes, and
only as a last resort. The employer needed to follow the Dismissal and Re-engagement:
Code of Practice published by the Department for Business and Trade.

Key Changes

e Fire and rehire will be restricted under ERA 2025. If employees refuse a “restricted
variation” to a key term of their employment contract (i.e., those relating to pay, hours,
pensions or time off) and are then dismissed, this will be deemed an “automatically
unfair” reason for dismissal. This will change on 1st January 2027.

e Other changes to the contract which are not “restricted variations” (such as duties
and location) can still lead to a dismissal and re-engagement but will still require
proper consultation and must be in line with the published guidance.

Potential Effect

e Higher risk of claims and injunctions if employers do not manage changes to
employment contracts appropriately.

e Continuing use of fire and rehire in respect of non-restricted variations could have a
significant impact on employee wellbeing and culture.
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Risk Management Suggestions

e Businesses should ensure they develop a consistent contract change protocol that
follows the government guidance, and ensure that it includes a written business case,
proper consultation, consideration of alternatives and legal review.

e Avoid fire-and-rehire except as a last resort.

o If substantial changes are taking place within the business, consider engaging
employee wellbeing and resilience consultants to help your business to effectively
manage and communicate the changes.

Family-Friendly & Sick Pay Rights - Overview

The current law provides a number of rights to protect employees with family
responsibilities or those who experience ill health. Many of those rights previously
required minimum periods of service. A number of these rights required minimum
periods of service. For example, statutory paternity leave required 26 weeks service,
unpaid parental leave of up to 18 weeks per child required one year’s service.

Sick pay was only paid from the fourth day of illness, and workers needed to earn a
minimum amount to be eligible.

Key Changes

e Day-one rights for paternity/unpaid parental leave (from April 2026).

e The Act enhances existing protections from unfair dismissal or redundancy for
pregnant women and those returning from other types of family leave. These
expanded protections are expected to take effect in 2027, subject to secondary
legislation.

e Flexible working is already a day one right, but employers must now show it is
reasonable to refuse a request, and there needs to be a mandatory consultation
before refusing. This will require updates to the ACAS Code and detailed regulations,
so is not expected to take effect until 2027.

e Additionally, there will be a day one statutory right to bereavement leave from 2027,
and eligibility will be expanded to losses of close relatives and early pregnancy loss.

e Statutory Sick Pay (SSP) will be available from day one of the illness, instead of the
fourth day, and the lower earnings limit will be removed.

e Action plans for menopause and gender pay gap will be voluntary from April 2026, but
mandatory in 2027.

Potential Effect
e More employees will be eligible for leave and sick pay.
e Increased complexity in managing payroll and absence.

Risk Management Suggestions:

e Update payroll and HR systems for new eligibility rules for paternity leave and unpaid
parental leave.

e Ensure employee handbooks, intranet pages and onboarding materials are updated.

e Train managers on new leave and absence processes.

e Train HR teams to ensure the new rules are applied consistently

e Review redundancy procedures to ensure priority selection rules are correctly
applied, particularly with regards to pregnant employees.

e Explicitly state that pregnancy related dismissals or restructuring exercises require
elevated safeguards.

e Ensure managers escalate any proposed restructuring involving pregnant employees.
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e Create or update any existing bereavement leave policy to ensure broader family
losses and pregnancy loss before 24 weeks are included.

e Consider whether your organisation will be offering paid bereavement leave on top of
the statutory entitlements, and ensure any adjustments are budgeted for.

e Update the flexible working policy to include a guaranteed consultation meeting
before any refusal, and clear guidance on how “reasonableness” will be assessed.

e Ensure processes align with forthcoming changes to the ACAS Code of Practice.

e Train line managers to handle flexible working conversations lawfully and
empathetically

Industrial Relations - Overview

Industrial relations laws govern strikes and union activity arising from work disputes.
Industrial action is usually a last resort when other methods of resolving issues do not
work, but there are rules in place to govern aspects such as minimum service levels,
required notice periods and ballot mandates. Under existing laws, if an employee takes
part in a strike that does not meet these requirements, or which is not authorised by a
union, they will not have the legal protection of the applicable laws.

Key Changes

The new law strengthens union protections and simplifies strike rules. The Strikes

(Minimum Service Levels) Act 2023 is being repealed, and the majority of the Trade Union

Act 2016 is being repealed and replaced, meaning a number of changes, including:

e The notice period employees must give before taking industrial action will reduce
from 14 days to 10 days.

e Ballot notices will be simplified, and a strike ballot mandate will be valid for 12 months

instead of 6 months.

Unions will need a simple majority to vote for industrial action.

Voting papers will be simplified.

Picket lines will not need to be supervised by the union any longer.

Dismissal for taking part in industrial action will be “automatically unfair”.

Employers are required to inform employees of their right to join a trade union.

Trade unions will have rights of access to workplaces.

Potential Effects

e Industrial action could increase, particularly within unionised workplaces.

e Disputes may last longer, as strikes could now cause disruption over a longer period
of time due to the longer mandate.

e There could be a potential increase in unfair dismissal claims as a result of the
additional “automatically unfair” reason.

Risk Management Suggestions

e Regularly check the timeframes for transitional arrangements, implementation dates
and secondary regulations.

e Update strike protocols and contingency plans.

e Communicate clearly with unions and staff about rights and processes.

e Careful consideration should be given to any dismissals of employees who are
participating or have participated in strike action to ensure the reasons for dismissal
have been accurately recorded.



M AVIVA

Predictable Hours & Flexible Working - Overview

There is no clear right to a predicable working schedule, or any statutory right to have
notice of shifts.

Key Changes

e Right to request predictable hours after 12 weeks of a consistent working pattern.

e Employers will have to give reasonable notice of shifts and any changes and pay
compensation for cancelled shifts.

¢ Flexible working requests will be allowed from day one; two requests per year; a wo-
month decision deadline.

e Employers wishing to refuse a flexible working request will need to state the reason
from a list of eight acceptable reasons, and why they believe their refusal is
reasonable.

Potential Effect
¢ More requests for flexible and predictable working patterns.
¢ Need for fair, timely decision-making and documentation.

Risk Management Suggestions

e Update policies and manager training for new request rules.

e Use workflow reminders and document all decisions.

e Review legal developments regularly, as further detail on how this will be implemented
will follow.

Collective Redundancy - Overview

When an employer needs to make large-scale dismissals, collective redundancy rules
apply, which help to ensure there are fair consultations. Before the changes, “large scale”
redundancies were when 20 or more redundancies were being proposed at “one
establishment” in a 90-day period. If an employer did not comply with these rules, the
Employment Tribunal could make a protective award of up to 90 days’ pay per employee
who was affected.

Key Changes

e The maximum “protective award” for failure to consult in collective redundancy will
double from 90 days’ pay to 180 days’ pay (from April 2026).

e There will be stricter consultation standards, including new thresholds where
redundancies are being proposed across a number of sites within the organisation,
rather than only looking at each site individually. The precise thresholds are the
subject of further consultation.

e Employers will need to consider the total number of redundancies across the whole
business, rather than the individual workplace.

Potential Effect

e Greater risk of penalties for non-compliance.

e More complex redundancy planning and consultation.

e Collective redundancy rules are likely to be triggered more frequently, as more
situations will fall within the scope of the new laws.

Risk Management Suggestions
e Early scoping and data quality for redundancy proposals.
e Track consultation timelines and impacts across multiple sites.
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New Dedicated Enforcement Body - Overview

There was previously no single entity to manage employment law enforcement.
Employment Law rights were mainly enforced via Individual Claimants in the Employment
Tribunal.

Key Change
e There will be a new Fair Work Agency to coordinate enforcement of employment
rights.

Potential Effect

e There will be no new direct legal obligations on employers, but they might find that
there will be differences in inspections and enforcement.

¢ Employers and employees should find obtaining advice and support on employment
issues easier.

Risk Management Suggestions

¢ Maintain robust compliance evidence and audit trails.

e Regularly review policies and practices for alignment with new standards as and when
they are published.

Practical Risk Management - What Good Looks Like

Given that many of the implementation dates are subject to commencement regulations,
it will be crucial for employers to monitor sector specific guidance and secondary
legislation, including commencement dates.

We have included a practical checklist at Appendix 1, for you to tailor to your
organisation.

Specialist Partner Solutions

Aviva Risk Management Solutions can offer access to a wide range of risk management
products and services at preferential rates via our network of Specialist Partners.

For more information please visit: Aviva Risk Management Solutions - Specialist Partners

Sources and Useful Links

e Employment Rights Act 2025
https://www.legislation.gov.uk/ukpga/2025/36/contents

e Government factsheets - Preparing for new changes to employee rights

e ACAS website - Employment Rights Act 2025 - Acas

e Fair Work Agency factsheet - Employment Rights Act 2025: the Fair Work Agency
factsheet

Note: Whilst UK standards and legislation are referenced in this document, other
international standards and legislation should be referenced where applicable.


https://www.aviva.co.uk/risksolutions/specialist-partners/
https://www.legislation.gov.uk/ukpga/2025/36/contents
https://www.business.gov.uk/campaign/employment-changes/employers/
https://www.acas.org.uk/employment-rights-act-2025
https://assets.publishing.service.gov.uk/media/696126a5d6532b76df7dcd75/fair-work-agency-factsheet.pdf
https://assets.publishing.service.gov.uk/media/696126a5d6532b76df7dcd75/fair-work-agency-factsheet.pdf
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Additional Information

To find out more, please visit Aviva Risk Management Solutions or speak to one of our
advisors.

Email us at riskadvice@aviva.com or call 0345 366 6666.*

*The cost of calls to 03 prefixed numbers are charged at national call rates (charges may
vary dependent on your network provider) and are usually included in inclusive minute
plans from landlines and mobiles. For our joint protection telephone calls may be
recorded and/or monitored.


https://www.aviva.co.uk/risksolutions/
mailto:riskadvice@aviva.com

Appendix 1 — The Employment i AVIVA
Rights Act 2025 Checklist

Location

Date

Completed by (name and

signature)
Checklist ‘ Y/N Comments
1. Do we have clear ownership for ERA 2025 compliance,

including a named senior owner, with defined
escalation routes for high-risk decisions?

2. Have we communicated the forthcoming changes
effectively to all staff and managers?

3. | Is there a training plan for managers that covers the

following topics?

¢ New day-one entitlements.

¢ How to handle time-sensitive requests.

e Avoiding discrimination risks when employees
disclose pregnancy or family circumstances.

e Updated flexible working duties.

e Harassment prevention.

e Probation excellence, including objective. setting,
feedback, documented support plans and fair
termination process within the new timeline.

4. | Have we conducted an operational impact

assessment, taking into consideration:

e Likely increases in leave requests.

e Cover arrangements and workforce planning.

e Potential cost impacts (e.g., enhanced pay if your
organisation offers benefits above statutory
minimums).

10
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Checklist Comments

5. | Have we reviewed and updated our policies in respect
of the following areas:

e Dismissal and probation periods?

e Harassment prevention, including risk assessments
for lone working, high risk or customer facing roles,
and training on reporting pathways?

e Flexible working and predictability?

e Family Friendly policies and statutory sick pay?

e Industrial action, including strike protocols,
communication plans and disciplinary guidance?

¢ Contract Change protocols?

¢ Redundancy, including multisite tracking,
consultation timelines, and quality controls on
selection criteria?

¢ Union Rights?

6. | Have we reviewed our employment case management
system, to ensure there are automatic reminders for
probation protocols flexible working decision
deadlines and guaranteed hours checks after 12
weeks?

7. Have we updated our templates to cover:

e Reasonable steps evidence for harassment claims,
including documented risk assessments, controls,
training, complaint handling and follow ups?

e Contract change logs, recording alternatives
considered, consultation notes and legal
approvals?

e Redundancy packs, including business case,
selection matrices, consultation records and
multisite threshold analysis?

8. | Have we updated our payroll and manager guidance to
ensure it reflects the new rules on pay and leave
rights?

9. | Do we have an ERA 2025 compliance audit in place, to
cover probation decisions, harassment controls,
contract changes, flexible working decisions and
redundancy consultations?

10. | Do our record keeping and retention schedules reflect

the 6-month tribunal time limits?

1.

If we use Al for aspects such as shift scheduling,
absence management or selection decisions, what
measures do we have in place to audit outputs for
transparency and potential bias?

1




12.

Checklist

Do probation processes include a documented
decision gateway before termination, confirming fair
reason, evidence, and proportionality under the new
qualifying period?

"
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Comments

13.

Have we identified roles with regular third-party
interaction (customers, clients, service users) and
implemented role-specific harassment controls and
escalation routes?

14.

How are refusals of flexible working requests
quality-checked to ensure the stated business reason
is evidenced, role-specific and demonstrably
reasonable?

15.

Do we have an early warning mechanism to identify
when rolling or phased redundancies across sites may
aggregate into collective consultation thresholds?

16.

If challenged by a regulator or tribunal, how could we
evidence not only that risk controls exist, but that they
were active, current and followed in practice?

17.

Additional Comments:

12




M AVIVA

Please Note

This document contains general information and guidance only and may be superseded and/or subject
to amendment without further notice. Aviva has no liability to any third parties arising out of ARMS’
communications whatsoever (including Loss Prevention Standards), and nor shall any third party rely on
them. Other than liability which cannot be excluded by law, Aviva shall not be liable to any person for
any indirect, special, consequential or other losses or damages of whatsoever kind arising out of access
to, or use of, or reliance on anything contained in ARMS’ communications. The document may not cover
every risk, exposure or hazard that may arise, and Aviva recommend that you obtain specific advice
relevant to the circumstances.

31st March 2026
Version 1.0
ARMSGI4032026

Aviva Insurance Limited, Registered in Scotland Number SC002116. Registered Office: Pitheavlis, Perth PH2 ONH.
Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority.

13



