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This report outlines Elmbridge Electronics potential exposure to legal, financial and reputational risks arising from recent Employment Tribunal (ET) claims and the reforms from the Employment Rights Act 2025 (ERA).  Maintaining EEL’s current position of near legal compliance is no longer sufficient to mitigate organisational risk and actions are needed to stabilise employee relations and protect future performance and profitability.
The most immediate and significant risk for EEL stems from ineffective dispute resolution and conflict management. Reliance on formal disciplinary and grievance procedures has contributed to increased sickness absence and Employment Tribunal exposure. With statutory sick pay now payable from day one, unmanaged conflict creates a direct and growing financial and operational burden. Evidence consistently shows that early intervention, informal resolution, and mediation achieve better outcomes at lower cost.
Closely linked is the risk associated with bullying and harassment. New preventative legal duties increase employer liability, and failure to act early exposes EEL to vicarious liability, costly claims, reputational damage, and further deterioration of workplace culture and wellbeing.
TUPE consultation and outsourcing decisions present a further high‑risk area. Errors in identifying TUPE applicability, consulting employees, or managing performance through outsourcing can lead to automatic unfair dismissal, protective awards, discrimination claims, and long‑term financial exposure. These risks are amplified by upcoming reforms removing compensation caps and reducing qualifying service. Poorly managed transfers also pose recognised risks to employee mental health and wellbeing.
Data protection remains an information governance risk. The volume and sensitivity of employee data held by EEL, combined with human‑error‑driven breaches and data sharing from outsourcing processes, exposes the organisation to significant fines, compensation claims, and reputational harm. Vicarious liability further reinforces the need for effective training, reporting culture, and governance controls.
Changes to trade union recognition requirements increase the likelihood of statutory recognition. Without a proactive strategy, engagement risks becoming reactive and adversarial. Proactive recognition and engagement with Unions can instead support TUPE processes, workforce change, and early dispute resolution, reducing HR burden.
Reforms to zero‑hours contracts, expected from 2027, present future financial and operational challenges. Guaranteed hours will reduce flexibility and increase wage risk unless workforce planning is strengthened in advance through early modelling, consultation, and policy development.
Finally, disability and reasonable adjustments remain an important compliance area. While legal risk exists, most adjustments are low‑cost and manageable, and improved manager capability and early intervention can significantly reduce exposure while supporting inclusion and productivity.
To address these risks, the report recommends three priority actions:
(1) a targeted review and alignment of employment policies to ensure compliance with legislative reform and good‑work principles;
(2) development of an industrial relations and trade union engagement framework to support consultation, workforce change, and dispute resolution; and
(3) focused workforce and management training to improve early intervention, consistent policy application, and prevention of conflict.
Collectively, these actions provide a proportionate, low‑cost approach to stabilising employee relations, reducing legal and financial risk, and strengthening organisational resilience.
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Against the backdrop of regulatory changes from the Employment Rights Act,2025 (ERA) and evidence of declining employee relations, productivity and financial performance following recent Employment Tribunal (ET) claims, this report outlines legal risks and recommendations to improve compliance and mitigate future losses for Elmbridge Electronics Limited (EEL).
To reduce employee conflict and rebuild trust and engagement, EEL must move beyond “near legal compliance” and concentrate on active dispute prevention, following recommended best practice outlined in the CIPD good work index, 2025 (GWI).  Early adoption of ERA changes will demonstrate EEL’s dedication to workers’ rights, strengthening the psychological contract, enhancing productivity and wellbeing whilst stabilising operational output and increasing profitability.
The legal and regulatory analysis reflects the position as at the date of publication and is informed by current UK employment legislation and supporting case law.  Operational costings are based on National Minimum wage of £12.71 (Gov.UK 2025). Financial and legal content may be subject to change as legislative and organisational circumstances evolve.
[bookmark: _Toc229242709]Data Protection Breaches
With the UK Digital Strategy (2017) estimating that organisational data contributes over £241 billion to the UK economy, Companies such as EEL play a significant role.  With 15000 staff and serving thousands of customers, EEL holds large volumes of valuable data which makes compliance with The Data Protection Act 2018 (DPA) critical to business sustainability.
In Edem v Information Commissioner (2014) the court confirmed that data capable of identifying an individual classes as personal data which is protected under the DPA.  This means that even failure to protect customer names and addresses will leave EEL open to penalties as high as £17.5 million or 4% total annual turnover of the previous financial year, whichever is higher (ICO, 2023a).  The Information Commissioner’s Office’s Data Protection Fining Guidance (2024) sets out the ability to impose fines from £1000, however continued breaches or severe impact to victims can result in the maximum penalty above.
EEL must protect sensitive employee data to remain compliant (ICO, 2024a); failure may result in compensation for financial loss and distress, as evidenced by a £20,000 award for unauthorised disclosure (HNK Solicitors, 2020).
Data breaches can cause psychological harm, reputational damage, and loss of trust. Following the PSNI breach, £120 million was allocated to compensate affected staff experiencing distress (Northern Ireland Policing Board, 2023; BBC, 2025). However, compensation of £7,500 has been criticised as insufficient, exposing organisations to further claims alongside regulatory fines, including £750,000 in this case (ICO, 2024b; Jones, 2026). While EEL employees are lower risk, robust data protection remains essential for wellbeing, trust, and legal compliance.
With employee data breaches rising by 41% in 2023 and reaching a six‑year high (Mayne, 2024; Clemo, 2025), EEL must take a proactive approach to securing data. This includes reviewing the types of data held and ensuring appropriate permissions are in place (CIPD, 2023). With global businesses losing over £48 billion annually to cybercrime, EEL must implement digital security measures to prevent ransomware and cyber-attacks (Halbreich, 2023).  With four in five data breaches involving HR information, and high‑profile organisations such as the BBC suffering employee data loss, smaller employers like EEL face heightened risk from limited resources (Soliman, 2025; Hern, 2023).
Following Morrisons Supermarket PLC (2020), employers can be held vicariously liable for employee‑related data breaches (Coby, 2020). As most breaches result from human error, EEL should implement data protection training for all staff to reduce risk, prevent fines, and demonstrate accountability (White, 2025). Visible commitment to data security can also help protect reputation and enhance commercial credibility (Trainor, 2019).
If breaches occur, EEL should encourage prompt reporting through anonymous mechanisms reducing fear of blame, and unfair dismissal claims from impacted wellbeing (Cave, 2023). Promoting psychological safety of whistleblowing (Bishop-Monroe et al, 2021), and early breach intervention (Henderson et al, 2020), allows investigation ICO notification within the required 72-hour timeframe (Crossland Solicitors, 2024), reducing risk of fines of up to £8.7 million or 2 per cent of global turnover, for delayed reporting (ICO, 2023b). 
[bookmark: _Toc229242710]Bullying & Harassment
Employers must take reasonable steps to prevent harassment by colleagues and third parties.  The Equality Act 2010 defines harassment as “unwanted conduct that violates dignity or creates a hostile or offensive environment”, including bullying or exclusion linked to protected characteristics (CIPD, 2022c; Gov.uk).  Despite this, harassment remains an organisational risk with 15% of employees reporting bullying, 8% harassment and 4% sexual harassment (CIPD, 2022b), contributing to absenteeism, increased turnover and ET claims (2022a). 
Harassment can arise from workplace banter such as unwanted comments about an accent as confirmed in Carozzi v University of Hertfordshire (2024), or from employer actions including unwanted contact during sickness absence (Berry v Anglian Water Services, 2023).  Whilst a 15000 workforce has diversity, setting behavioural standards, reducing workplace stressors and clarifying roles can prevent up to 20% of harassment claims (Salin, 2003).  
Given previous ET claims, EEL should strengthen organisational safeguarding to minimise employee harm whilst boosting culture and wellbeing.  This includes reviewing the bullying and harassment policy to ensure it is fit for purpose (CIPD, 2026) and focuses on prevention (Escartin, 2016) through outlining expected behaviours and social norms (CIPD, 2022a).  Informal resolution should be prioritised supported by early intervention management training where formal escalation is the last resort (Bowling and Beehr, 2006) thereby eradicating negative behaviours and supporting positive respectful workplaces, boosting culture and employee relations (Hodgins et al, 2014).
The Worker Protection (Amendment of Equality Act 2010) Act 2023 introduces a “proactive duty for employers to take reasonable steps to prevent sexual harassment”, shifting the focus from reactive complaints to preventative leadership, governance, and training.  While sexual harassment has not been reported in EEL, fostering a psychologically safe environment, may build employee trust to report knowing that EEL will take action.  (Mazurek, 2025)
Workplace harassment causes increased so anxiety, depression, and wider mental health disorders (Lipińska‑Grobelny, 2024).  As employers can be held vicariously liable for discriminatory acts of their employees during their employment, the risks extend beyond individual harm to organisational legal accountability.  Effective prevention requires competent management promoting early intervention and a respectful culture (Clinton Davis, 2024).
[bookmark: _Toc229242711]TUPE Consultation
The outsourcing of facilities management to FacCo causes another business risk, as failure to apply the Transfer of Undertakings (Protection of Employment) Regulations 2006 (TUPE) can cause reputational and financial harm.  TUPE can apply to outsourcing, insourcing, retendering, or business sales, making it essential to identify when it applies and which employees are affected. Early and accurate assessment is critical to protecting employee rights and avoiding compensation for procedural failings.
Where outsourcing is primarily driven by cost‑saving, EEL should assess TUPE‑related financial liabilities, as compliance costs and unfair dismissal risks may outweigh anticipated savings. Failure to inform and consult affected employees or representatives can result in protective awards of up to 13 weeks’ pay per employee (Acas, 2024). The preparation of employee liability information and consultation is resource‑intensive and should therefore be built into project planning to avoid delay and increased legal risk.
TUPE can also apply to zero‑hours and agency staff. In Inex Home Improvements Ltd v Hodgkins (2015), the EAT confirmed that employees may still transfer even if their work ended shortly before the transfer.  Similarly,  BT Managed Services Ltd v Edwards and Ericsson Ltd [2015] , established that employees on long term sick must be included in the transferring headcount to avoid instability and potential TUPE claims.
Despite performance and economic pressures, outsourcing cannot be used to remove underperforming or problematic employees, as TUPE protects employees during a transfer and any dismissal connected to it will be automatically unfair. This was shown in Hare Wines Ltd v Kaur (2019), where dismissals made in anticipation of employee‑relations issues were still found unfair. Under Regulation 7, dismissal is only lawful for a genuine economic, technical, or organisational (ETO) reason involving workforce change. While unfair dismissal claims are currently capped and subject to a two‑year qualifying period, planned reforms will remove the compensation cap and reduce qualifying service to six months from January 2027. This significantly increases EEL’s exposure, meaning outsourcing decisions taken now could result in future higher costs (CIPD, 2019).
EEL employees may object to a TUPE transfer, terminating their contract without unfair dismissal claims. However, where resignation results from a substantial detrimental change to working conditions, EEL may still face constructive dismissal claims. Pre‑transfer dismissals and resignations therefore carry significant risk, leaving EEL exposed to liability if objections and exits are not managed carefully and lawfully.
Any future outsourcing must be assessed early for TUPE applicability to ensure decisions are based on accurate legal assumptions and commercial risk is fully understood. Failure to identify TUPE exposure can lead to unplanned transfers, inherited liabilities, and increased costs. Risk can be further mitigated through effective trade union recognition, as TUPE permits information and consultation via employee representatives rather than individual employees, reducing administrative burden and the likelihood of procedural failures resulting in protective awards.
TUPE compliance alone is insufficient to mitigate risk.  EEL should go beyond compliance and consider employee wellbeing during transfers.  A failure to safeguard mental health resulted in £32000 constructive dismissal award where anxiety arose from a badly managed transfer (Hyde, 2022).
TUPE transfers involve employee data sharing between organisations, requiring careful management of data protection risks (Wills‑Dixon, 2023).  Predicting potential further outsourcing of support functions like payroll – now used by 53% of modern organisations to support operational sustainability and growth (CoAdvantage, 2025), arrangements must be supported by robust due diligence and a clear data‑processing agreement.  This ensures third‑party compliance with EEL’s data security standards and reduces risk of regulatory action or claims from provider negligence (ICO, 2024c).
TUPE risks can extend beyond unfair dismissal to discrimination claims.  In NHS Direct v Gunn (2015), a disabled employee who objected to a transfer due to unmet reasonable adjustment needs was allowed to pursue a discrimination claim, despite never transferring. EEL should carefully consider individual circumstances to mitigate wider ET exposure.
[bookmark: _Toc229242712]Disability
Under the Equality Act 2010, a disability is “a physical or mental impairment with a substantial, long‑term adverse effect on day‑to‑day activities” (UK Government, 2010). Managers play a key role in identifying disabilities through confidential discussions and understanding the adjustments required to support performance (DWP, 2018). Failure to make reasonable adjustments can result in discrimination claims, as illustrated in Ayche v The Hop Box Ltd (2024).
Without a definitive list of reasonable adjustments, employers should adopt a common-sense approach informed by consultation and affordability (ACAS,2023).  Most reasonable adjustments are quick and low-cost, such as accessible car parking or additional time allocation for task completion (ACAS, 2022), with financial support available through the access to work scheme (Gov.uk, 2012).  Employers that demonstrate consideration of reasonable adjustment requests are protected from unreasonable claims as shown in Cullingford v Secretary of State for Justice (2024), where refusing a request to bring an emotional support dog into the workplace, due to legitimate health and safety concerns, was found not to constitute harassment or discrimination.
The duty to make reasonable adjustments starts from recruitment, as demonstrated by AECOM ltd v Mallon (2023) where failure to provide a telephone application for an applicant with Dyspraxia was found to be discriminatory.  People management policies should therefore reflect EHRC (2019) guidance, encouraging proactive management implementing practical adjustments to prevent disadvantage and discrimination.  
Supporting disabled employees through reasonable adjustments fulfils legal obligations while enhancing productivity and reinforcing an inclusive organisational culture. Going beyond compliance would involve extending flexibility to all employees, not only those with disabilities—for example through adjusted working hours for carers—and embedding inclusion initiatives such as Disability Confident status or internal support networks (DWP, 2014).
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The proposed reforms to zero hours contracts under the ERA is not yet in force, however with anticipated implementation from 2027, EEL should start planning now, to ensure a smooth transition and minimal operational disruption.  
The changes mean that existing 900 zero hours workers must now be offered guaranteed contractual hours on a rolling basis (Gov.UK, 2025b), meaning that EEL will lose the ‘on call’ flexibility used to meet variable operational demand.  Whilst not being abolished, use of zero hours will offer workers stability and predictability of shifts but poses a financial and operational risk to workforce planning.  Risk mitigation will require EEL auditing existing usage to ascertain if this will still meet operational needs post change.  Analysis of shift patterns over 12 weeks and predictions for future shifts will be needed.  Whilst employers’ duty to offer fixed hours is continuous, there is no duty for the employee to accept – posing further risks and undermining workforce stability (CIPD, 2025b).  
Inadequate workforce planning risks wage inefficiency through over‑ or under‑scheduling and exposes EEL to Employment Tribunal claims where shifts are issued with unreasonable notice. This risk is heightened by statutory compensation requirements for cancelled or curtailed shifts, further impacting profit margins. Culturally, predictable scheduling supports wellbeing and engagement, particularly as 55% of agency workers seek greater security of hours, and aligns with the CIPD (2025) Good Work agenda by promoting fairness, dignity, and sustainable workforce performance (Agency Worker Survey, 2021).
Implementation should be flexible, supported by updated policies and reactive shift planning.  Early consultation with zero-hours staff will help EEL understand preferences for guaranteed hours and likely acceptance of fixed shifts, supporting workforce forecasting.  Recognising trade unions would support effective change, particularly as the Employment Rights Bill permits collective agreements to opt-out of zero hours measures.  Where business analysis supports opt-out, this approach would strengthen rationale for recognising trade unions whilst allowing EEL to ensure compliance and engagement.  
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Trade unions are independent bodies representing the collective interests of workers (CIPD, 2026). ERA reforms have modernised recognition rules, enabling unions to seek formal recognition with the support of just 10% of the workforce. EEL should therefore revisit discussions with the AEU, reconsidering voluntary recognition previously declined under former leadership.
From October 2026, employers must inform new starters of their right to join a union, increasing likelihood of the 10% statutory recognition quotas to be met (Gov.uk, 2025c). Proactive recognition will allow EEL to anticipate this change, strengthen relationships with union representatives, and create structured mechanisms for consultation and engagement (Convery and Black, 2026).  Operationally, union recognition can reduce legal risk through informal dispute resolution, limit costly escalation, and support complex processes such as TUPE consultations. It would also demonstrate responsiveness to employee voice, helping to rebuild trust and organisational reputation.
While the ERA expands trade union access and may increase the potential for industrial action, effective good‑work practices and constructive engagement can enable early dispute resolution and reduce the risk of escalation to Employment Tribunal claims (CIPD, 2025d).  Following Union recognition, EEL will have a legal duty to inform and consult the union on collective matters including redundancies, Health & safety and TUPE.  Whilst complicating procedures and lengthening process time, the benefits of Union involvement outweigh the operational cost by supporting effective conflict resolution, facilitating change management and increasing employee acceptance, morale and engagement (CIPD, 2026).  Utilising the CIPD 2026 developing trade union relationships checklist will help formulate a consistent sustainable trade union engagement strategy, mirroring the beneficial social partnership collaboration seen in the public sector.
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While Trade Unions can support Dispute resolution, early identification and de-escalation of issues is most effectively led by managers who are best placed to maintain relationships, identify concerns and take preventative action (CIPD, 2020).  EELs historic tendency to automatically escalate to formal disciplinary procedures mirrors most modern workplace approaches (CIPD, 2021), however has contributed to an adversarial employee relations climate, effecting sickness and stress levels.
Acas (2021) estimates that reliance on formal procedures can more than triple costs, rising from around £1,900 for informal resolution to £6,400 for formal action. With almost six in ten UK workers experiencing workplace conflict reporting stress, anxiety, or depression, rising conflict‑related sickness is a widespread organisational issue rather than one unique to EEL (Institute of Employment Research, 2020).
With ERA making statutory sick pay payable from the first sickness day, unmanaged conflict escalates sick pay costs and operational strain from absence cover.  Evidence that informal resolution can reduce sickness rates from 21% to 8% reinforces the need for EEL to shift from a reactive, compliance‑based model to a proactive, people‑centred approach, embedding mediation and early conciliation within its employment relations framework (Cooper and Neil, 2025). This is supported by IER research showing that 74% of employees reported their conflict was wholly or largely resolved following mediation.  Where conflict resolution fails, resulting resignation or dismissal can cost organisations over £30,000 per employee in recruitment and training alone (Oxford Economics, 2014), in addition to potential Employment Tribunal exposure for constructive or unfair dismissal (ACAS, 2021).
Where allegations of misconduct or grievances arise, EEL must carry out a reasonable investigation before acting. As established in British Home Stores Ltd v Burchell [1978], this requires gathering relevant evidence, interviewing witnesses, and reviewing documentation. Adhering to fair procedures and maintaining clear records is essential to minimise the operational and financial risk of unfair dismissal claims.
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Acas research estimates workplace conflict costs UK businesses between £590 million and £2.3 billion annually, equating to £1000 per employee (Saundry and Urwin, 2021).  With 57% of conflict linked to stress and anxiety, ineffective management can undermine performance through increased sickness, reduced productivity and higher turnover (HM Government, 2019). 
Whilst robust policies are essential, they are only effective if underpinned by competent management, training and HR guidance.  Even minor procedural failures can expose EEL to unfair dismissal claims.  However, Polkey v AE Dayton Services Ltd, ET allows compensation to be reduced by up to 100% where dismissal was inevitable.  
Proactive action, supported by consistent processes and clear documentation, is essential to mitigating legal and financial risk. To move beyond compliance, EEL must adopt a proactive employment relations culture focused on preventing future disputes and conflict through:
[bookmark: _Toc229242717]Recommendations
1. Policy review and alignment to the ERA changes and good work principles for legal compliance.
a. Complete a gap analysis of all affected policies at 30 hours over 6 weeks
b. Undertake consultation from stakeholders and Unions (if recognised) on proposed changes – 10 hours within 4 weeks.
c. Review and update policies – 10 hours over 12 weeks 
d. Total costings of 50 hours £635.50 
e. Success measures include reduced policy breach related grievances and ET claims within 12 months.
2. Development of an industrial relations strategy and Trade Union engagement framework allowing Union recognition, utilising the relationship for negotiation and conflict resolution.
a. Develop and agree proposed strategy outlining principles for recognition, consultation, collective bargaining and dispute resolution practices at 100 hours within 8 weeks
b. Establish formal engagement mechanisms and staff marketing through internal channels – 20 hours.
c. Total costings of 120 hours £1525.20
d. Success measures include improvement in employee engagement survey feedback with reduction in grievances and escalated disputes ET claims.
3. Workforce and management training on Employment relations changes above, emphasising importance of manager intervention and consistent policy application to prevent conflict and disputes whilst boosting culture.
a. Develop targeted management training on application of policy reforms at 30 hours within 4 weeks
b. Delivery is phased at 50 hours over 12 weeks to minimise operational impact.
c. Draft staff communications explaining policy changes supported by FAQ and signposting to SharePoint resource hub. Development 15 hours.
d. Success measured by management training completion rate and staff engagement use of SharePoint resources, with measurable reduction in grievance, disputes and ET claims within 12 months of implementation.
e. Estimated operational cost of 95 hours is £1207.45
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