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Agenda Item No:  6

Cabinet (Resources) Panel
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Report title Developing the employee benefits offer

Decision designation AMBER
Cabinet member with lead 
responsibility

Councillor Paul Sweet
Governance

Key decision No

In forward plan No

Wards affected N/A

Accountable director Keith Ireland, Managing Director

Originating service Transformation

Accountable employee(s) Sarah Bidwell

Tel
Email

Organisational Development Policy 
Manager
01902 555022
sarah.bidwell@wolverhampton.gov.uk

Report to be/has been 
considered by

Strategic Executive Board 10 November 2015

Recommendation(s) for action or decision:

The Cabinet (Resources) Panel is recommended to:

1. Approve the further development of the employee benefits salary sacrifice schemes, 
delegated to SEB to implement, and subject to legal advice and HMRC guidance;  the 
proposed schemes include:

a. access for councillors from January 2016
b. an annual leave purchase scheme from April 2016
c. a loans for qualification fees scheme from April 2016
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1.0 Purpose

1.1 To seek Resources Panel’s support for the further development of the Council’s 
employee benefits offer, including extending the scheme to include Councillors, through 
salary sacrifice schemes. 

2.0 Background

2.1 In January 2015 the Council launched a self-funding, employee benefits programme 
through the ‘your employee benefits’ portal (https://wolverhampton.xexec.com) managed 
by Xexec. This offers a range of retail discounts and a number of salary sacrifice 
schemes. Further local employee benefits offers have been added to the menu and 
promoted such as the WV Active corporate membership scheme, legal advice on family 
issues and will writing.

2.2 The employee benefits offer is designed to maximise the value of an employee’s salary 
and to provide tangible added value to being an employee of the City of Wolverhampton 
Council. This next proposed phase of employee benefit development aims to introduce 
in-house salary sacrifice schemes to further support organisational development 
priorities. 

3.0 Purchase of annual leave

3.1 The opportunity to purchase additional annual leave has been raised by current and new 
employees, who have come from organisations who already offer this benefit. When the 
initial employee benefits offer was launched, annual leave purchase was highlighted as a 
future development. 

3.2 If annual leave purchase is offered as a salary sacrifice, there will be an annual window 
where employees can sign up and agree the number of additional days purchased (up to 
a maximum of say ten), and agree the amount of monthly deduction to pay for the extra 
leave.

3.3 The options for annual leave purchase have been reviewed by Strategic Executive 
Board, specifically whether to pursue a gross pay reduction (salary sacrifice) scheme or 
a net pay deduction scheme. As a result of the changes to the Local Government 
Pension Scheme regulations in 2014, the impact of leave purchase on pensionable 
salary has changed. 

3.4 Gross pay deduction (salary sacrifice) scheme
Under the 2014 Pension Scheme regulations, a gross pay deduction will reduce an 
employees’ income prior to tax and NI deductions and the value of this cannot be added 
back into pensionable pay because there has been no income tax liability determined on 
that amount. In other words, purchasing annual leave will reduce pensionable pay, and 

https://wolverhampton.xexec.com/
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the employee must be given the choice of whether or not to cover the period of absence 
for pension purpose by paying an age-related Additional Pension Contribution (APC).  
This means that there will be a requirement for the employer (through the payroll service) 
to inform each employee who wants to purchase additional leave of the amount of pay 
lost and how much it will cost in terms of salary deduction to buy back the lost pension 
through APCs.  The employee will need to confirm in writing to the pension fund that they 
want the deductions made. 
As a result of this, there will be some additional costs in administering the scheme, but 
the salary sacrifice option has the benefits of accruing savings on tax and NI to the 
employee and employer, so the scheme should be self-funding. 

3.5 Net pay deduction scheme
Under this model, the employer continues to pay the employee in full, with full tax, NI and 
pension contributions, but has an agreement with employees to deduct a net sum.  This 
would have no effect on pensionable pay and there would be no need for employees to 
purchase APCs.  Although this model would make processing the additional annual leave 
simpler and will mitigate the pensionable pay impact, it will not create any 
income/savings for the employer or employee arising from tax and NI. 

3.6 It is therefore recommended to pursue developing a salary sacrifice scheme for 
additional leave purchase. 

4.0 Funding for qualification fees

4.1 Salary sacrifice also provides a potential opportunity for employees to fund training/ 
qualifications through their salary in order to support their career development where it is 
directly linked to their current role or next steps.

4.2 A scheme that encourages staff development would complement the Corporate Plan 
2015/16 and the Future People workstream.  It will assist the organisation in developing 
a flexible skilled workforce, particularly in times of financial constraint, where only priority 
training and qualifications can be funded by the organisation. The CIPD, the professional 
body for HR and people development, states that, where financial resources for 
education and training are not available, salary sacrifice schemes offer a sound 
approach.

4.3 Currently, funding for study/training is restricted to there being an essential requirement 
in the post and an agreed business need.  This has to be endorsed by the relevant 
Service Director and confirmed by Workforce Development against the essential criteria 
for the post’s job description and allocated role profile.  Any applications over £1,000 are 
approved by SEB. In the last year, only three applications for funded training/study have 
been approved by SEB.  As the training budgets are now centralised and reduced and 
the criteria have been tightened, it is increasingly difficult for employees to gain funded 
training/study. 
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The options have been reviewed by Strategic Executive Board, specifically whether to 
pursue a gross pay reduction (salary sacrifice) scheme or a net pay deduction scheme

4.4 Gross pay deduction (salary sacrifice) scheme 
   A salary sacrifice arrangement would allow employees to apply to receive a ‘work-related 

training loan’ from their employer, where they pay back the training/course fees over a 12 
month period via fixed monthly deductions from their wages. As with all salary sacrifices, 
the deductions are taken from gross pay, and there will be savings to the employee and 
employer on tax and NI contributions on the part of their gross pay that pays for the 
training/course fees.  Depending on variety of factors, the value of the loan and how 
much tax is paid, a basic rate tax payer could save up to 30% and a higher rate tax payer 
could save up to 42% of the cost of a training course or qualification.  

Funding for qualification fees: Example of savings taken from Surrey County 
Council

Annual Employee Savings

Example  Course

Annual 
Course 

Cost

£

20% Basic 
Rate 

Taxpayer
£

40% Higher 
Rate Taxpayer

£

Annual 
Employer  
Savings

£ 

Chartered Institute of 
Procurement Advanced 
Certificate

999 306 420 137

Master of Business 
Administration
(2 year course)

9,650 2,953
 

4,053
 

1,331 

It is anticipated that the savings accruing to Wolverhampton City Council and its 
employees would be of a corresponding value. HMRC require any application under such 
schemes to be work-related, either in the employees current work position or a future 
employment. This scheme should only relate to qualifications which are not funded by 
the organisation through workforce development as a consequence of approved 
appraisal development outcomes. 

4.5 It is important to note that HMRC currently treats any loan exceeding £10,000 issued at 
an interest free or beneficial rate as a taxable benefit for the beneficiary. This will have to 
be addressed appropriately in any guidance that the council issues.

4.6 Net pay deduction scheme  
The alternative is to offer the opportunity for employees to enter into an agreement to 
deduct a NET sum.  This would have no effect on pensionable pay but would also create 
no savings from the loan arrangement for the employee or employer. 
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4.7 It is therefore recommended to pursue developing a salary sacrifice scheme for 
qualification fees. 

5.0 Extending salary sacrifice to councillors 

5.1 Councillors are already able to access the discounts and offers through the ‘Your 
employee benefits’ portal. Councillor eligibility for salary sacrifice arrangements has been 
investigated; HMRC does not have a formal position on councillors and salary sacrifices, 
but the key issues which affect councillors’ participation are:

 Councillor allowances are taxable income, so it is possible to apply the scheme 
from a tax perspective

 Councillors are not employees, therefore the standard contract variation 
agreements which are the legal contract for putting the salary sacrifice into effect 
would potentially  not be valid and therefore not enforceable 

 Councillors will be at different stages of their tenure of office so will not all meet 
the eligibility criteria for participation within a guaranteed pay-back period 

5.2 Of the currently available salary sacrifice schemes:

 Cyclescheme has a 12 month payback period and a maximum total sacrifice value 
of £1,000

 Let’s Connect technology scheme has a 36 month payback period with a 
maximum order value of £100 per month (£3,600 total order value), but this is 
potentially available within each salary sacrifice ‘window’ (there are three per 
year), so the total commitment could be much higher

 Tusker car scheme has a 24 month or 36 month payback period and the order 
ceiling is based on the highest value cars in the range. The total order value 
includes mandatory insurance costs in the case of redundancy and early 
retirement. The monthly pay back amount cannot exceed 25% of ‘salary’

5.3 Providing access to salary sacrifice for councillors would be based on meeting the criteria 
that the remaining tenure period as a councillor is longer than the repayment period 
within the agreement; therefore, any councillor facing re-election in 2016 would not be 
eligible. This then mirrors the contract ‘tenure’ criteria for employees. 

5.4 It is proposed to work with the individual scheme providers to give councillors access to 
the current range of salary sacrifice schemes. This will include:

 Reviewing and amending the current agreements within the individual schemes so 
that they apply legally to councillors as opposed to employees 
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 Ensuring any extension of salary sacrifice arrangements to councillors will not be 
subject to challenge by HMRC

 Developing targeted promotion and information to councillors on the schemes that 
are available to them and the conditions

 Developing alternative repayment agreements where insurance ‘protection’ 
arrangements would not be valid.

6.0 Financial implications

6.1 Salary sacrifice schemes create savings for both the employer and employees as the 
deductions are from gross (not net) salary. This reduces taxation, national insurance and 
superannuation (where applicable) costs for the employee and national insurance and 
employer superannuation (where applicable) costs for the employer. The two new 
schemes proposed in this report offer similar opportunities, subject to any future changes 
in central government policy.

6.2 Taking into account the associated administration costs and based on the government’s 
current taxation treatment, the schemes, which form part of a wider employee benefits 
package, should be at least cost neutral. The purpose of a stronger and higher profile 
employee benefits package is to enable employees to maximise the values of their salary 
and to add value to the current council employee offer.  

6.3 The proposal to allow councillors access to the existing schemes (see 5.2 above) would 
offer similar benefits. [RT/03122015/D]

 
7.0 Legal implications

7.1 The current salary sacrifice scheme agreements with external providers have been 
signed off by legal services. Any new salary sacrifice arrangements will need to ensure 
that the terms surrounding them are legally effective in terms of contract variation, 
recovery of over and underpayments, and exposure of the council to risk.

7.2 In particular it will be necessary to advise whether these schemes constitute consumer 
credit agreements and whether or not they require the Council to be authorised by the 
Financial Conduct Authority to carry on consumer credit activities. [RB/02122015/K]

8.0 Equalities implications

8.1 There are no specific equalities implications arising from this report. The principle of a 
salary sacrifice scheme from HMRC’s perspective is that it is available to all employees 
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within the parameters of any eligibility requirements relating to contract tenure and pay 
levels.

9.0 Environmental implications

9.1 There are no specific environmental implications of the proposals in this report.

10.0 Human resources implications

10.1 The employee benefits package is designed to enhance the tangible and intangible value 
of working for Wolverhampton and potentially aid recruitment and retention. Legally 
compliant variation to contract agreements will be drawn up to implement any salary 
sacrifice schemes. 

11.0 Corporate landlord implications

11.1 This report has no implications for the Council’s property portfolio. 


