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DEPENDANT EMPLOYEE TERMS AND CONDITIONS AFFECTING PAY

and

PAY REVIEW

2010/2011
It is recommended that you read the following introductory pages. They are issued as a guide only. Reference should be made to SIBF(G) 6200; LEC Sp Svcs notices and LEC website at 
www.lecsupport.bfgnet.de
 for detailed information on regulations covering terms and conditions of service. 
The pay review results for the following groups of employees are contained in a separate Excel workbook:

· A, C, H, K & Z Tariff employees linked to the DEL comparator. 
· EY, Y, INV and INS grades. 
Rates are effective from 1 April 2010.
Not available yet:

· SCE LEN rates. 
· SCE LSA/LSS rates 
· SCE BSA rates
Any questions relating to these grades should be directed to 
HQ SCE

DEPENDANT PAY AND EMPLOYMENT

GENERAL

1.
Categories of Staff: There are 2 categories of staff recruited locally by the British Army (Germany).  The largest category is Directly Engaged Labour (DEL). These are people recruited directly from the local civilian population. The smaller category is Dependant Employees (Deps). These are people recruited from the spouses and children of soldiers and UK Based Civilians (UKBC).   

2.
Legal Status:  Employment within the categories above is governed by the Status of Forces Agreement (SOFA). This is a treaty signed between Germany and the NATO members who have troops in Germany (The Sending States). It is this treaty which governs BFG presence in Germany rather than the fact that Britain and Germany are both EU countries. The SOFA is therefore given priority in any conflict between EU and SOFA provisions.  The issues associated with the SOFA and other legislation of concern to employment are as follows:

a.
SOFA requires DEL to be employed under the terms of the Collective Tariff Agreement (CTA II). This is an agreement between the German Trade Unions, the German Government and the Sending States. Each year the 3 parties meet to agree revisions to the terms and conditions detailed in the CTA II. They also review the pay rates for the grades detailed in the CTAII. 

b.
SOFA allows the Sending States to employ their Military and accompanying civilian staff (The Civilian Component) under employment rules relevant to their own country rather than the CTA II. However, the SOFA makes it clear that German citizens and anyone ordinarily resident in Germany cannot become members of the Civilian Component.  Spouses and children of servicemen and UKBC entering Germany as Dependants never have official residence status in Germany so, provided they are not German Nationals, they can be employed as part of the Civilian Component.    

c.
To maintain the legal separation between Dep and DEL employment it is necessary to designate posts as either Dep or DEL and then to advertise and recruit separately.

d.
Notwithstanding the separation described above, it is UK Treasury policy that LEC world-wide are to be employed under terms and conditions both justifiable to the UK taxpayer and no better than those applicable to the host nation. This prevents a situation in a country like say Sierra Leone whereby a cleaner working for the British would otherwise be paid more than a doctor. The interpretation of the Treasury policy is periodically audited by the National Audit Office who seek to ensure that taxpayer’s money is being properly spent.  The local principle arising from all this is that Dep and DEL wages and terms of service are aligned as far as is practicable and reviewed annually to confirm that provisions have not drifted too far apart.  

3.
Welfare Implications:  The ability to effectively reserve some posts for Dependants does make a small but significant contribution to the general welfare of service families posted to Germany. This facility does not exist in other overseas bases such as Cyprus or Gibraltar. Also, for those who do choose to work, the situation in Germany has the advantage of providing Deps with the more familiar UK work related sick and maternity benefits rather than the German ones. This is easier for non-German speakers and is sometimes a help to those trying to apply for, or continue, a benefit on return to the UK. 

4.
Pay Calculation:  The policy of aligning Dep and DEL pay has to take into account the fact that Dep wages are outside the scope of German taxation and also not normally liable to UK tax as a result of an exemption by the UK HM Revenue and Customs under Inland Revenue Board Order Section 28(5) of the Income Tax (Earnings and Pensions) Act 2003.    
However, we have been advised by HMR&C that an individual may be subject to tax on his/her dependant salary on return to the UK if he/she does not remain non-resident in the UK for tax purposes in the year in question. Further information on residence status is available at http://www.hmrc.gov.uk/cnr/index.htm.
Nevertheless Dep wages are calculated on the assumption that they will not be liable to UK tax. However, Deps do have to pay National Insurance (NI) on the Sterling equivalent of any wages exceeding the NI threshold set by the HM Revenue and Customs.  Changes in DEL pay, German taxes, exchange rates and NI rates are concrete matters that are factored into any pay review. 

5.
DEL Deductions:  The pay award to DEL employees 2010/11 was a 1.5% linear increase over a 12-month period from 1 Feb 10 to 31 Jan 11. The DEL employee deductions have decreased in respect of Health Insurance (DELs have other increased health costs such as doctors’ charges, higher prescription fees, additional monthly charges by the health insurance etc. which do not impact upon Dep employees). It should be noted the majority of DEL employees have 9% Church Tax deducted from their Income Tax each month. This year it has been decided that the rate to be applied to the pay formula for calculating Dependant employees’ pay award will change to include the full church tax i.e. 9% for 09/10.  
OTHER PAYMENTS

6.
Travel and Subsistence: Any travel and subsistence, both in principle and the method, needs to be approved before the journey or course is undertaken. When approved the following amounts are claimable from 
I Oct 09. Rates may change during the year.

a.
Rail, Air or Hire Car Travel:  The cost of the journey will be paid for centrally or by use of a travel warrant. Very exceptionally receipts can be used to justify reimbursement.
b.
Bus, Underground, Tram, Taxi and Car Park: The cost of reasonable miscellaneous transport expenses will be refunded on production of receipts

c.
Use of Private Car:   Journeys can be claimed at the rate of €0.16 per mile
 if a private car is used by choice and approved. A higher rate of €0.38 per mile may be claimed if official transport cannot be provided and a private car must be used.

d.
Accommodation Bills:  €17 is claimable for overnight stays in private accommodation, Cassels or Church House.  Where a hotel bill, including breakfast, exceeds €17 then actual amounts will be refunded on production of receipts. No separate amount of € 17 will be paid.  Where a hotel provides breakfast then it must be taken in the hotel and not claimed for separately.  Further details can be obtained from GLSU/Pay Bureau.
e.
Subsistence Allowance (Several Days Away):  For each full day €24 is claimable. For the start and finish day €12 is payable for a minimum of 8 hours and €24 for 12 hours or over. 

f.
Subsistence Travel (Single Day): €8 can be claimed for a minimum of 8 hours. €14 can be claimed for 12 hours or more. 

g.
Free Food Reductions: Where meals are provided free or included in hotel bills then day allowances will be reduced by 15% for breakfast, 30% for lunch and 30% for dinner.

 h.
Travelling Time:   4 hours pay (basic rate) will be paid if travel is essential and authorised by management on a work free day (Sunday, Public Hols and work free Saturdays) provided this is authorised by Line Management.

7.
Bonuses:  DEL receive bonuses with pay in May and Nov which together total one month’s normal pay
. These bonuses therefore also apply to Deps aligned to CTAII grades. Qualifying periods apply and anyone who has flexibility in deciding when to terminate employment should seek GLSU advice before doing so.  Bonuses are not payable to LEN or LS grades.   

8.
Gratuities:  An end of service gratuity is paid to those Deps who leave employment after a minimum of 2 years continuous service with BFG units, provided they have performed satisfactorily. The gratuity is calculated at one third of the best monthly average of the best consecutive 12 full months earnings in the last three years of service.  The amount is then divided by 12 to obtain the average monthly earnings and then by 3 to obtain one third of the average month’s earnings.  This is then multiplied by the number of years served.  Part years of service are calculated on a pro rata basis. The payment of gratuity applies only to those employed through GLSU or HQ SCE.   

9.
Special Paid Leave: Illness of a child aged 18 and under.  A certificate must be completed (see SI BF(G) Section 3). The certificate must include the child's name.  The release from work can, in the course of year be certified for various instances of illness of a child up to 10 days per child with a maximum of 25 days per family in a calendar year.  In cases where a dependant employee is required to accompany a child attending a medical appointment in the UK the provisions at SI BF(G) 6200 Para 3.083 apply.
STAKEHOLDER PENSIONS

10.
History:  Since April 2002 an addition to Dep wages has been made for “top up” pension purposes. Currently DEL receive a retirement pension based on their life time earnings. Deps receive a retirement pension as a result of their NI contributions to the State Second Pension (S2P) scheme (previously SERPS)
.  However, for the higher CTAII Grades, the predicted Dep pension is lower than the predicted DEL pension for the same grade. Pensions are of course only predicted but, following the alignment principle, it was decided to compensate for this gap by means of a justifiable addition to gross pay. The justification is that since most Deps are eligible to invest in Stakeholder Pensions an amount referenced to a Stakeholder Pension provider would be acceptable to the auditors.  The amount concerned is the sum which, if invested every month for a working life of 44 years, would buy a predicted pension capable of bridging the gap between the Dep and DEL predicted pensions. It is realised that few people work continuously in the same job for that length of time but the comparability exercise is one of example pensions rather than absolute ones. The effect on people working fewer years and/or being promoted will be proportional.  

11.
Choice of Stakeholder:  Deps are of course free to put into a Stakeholder pension more or less than the calculated amount added to pay.  They are also free to choose their own provider. However, Stakeholder pensions are complex and there are some restrictions. Anyone wishing to contribute to a Stakeholder pension scheme should consider taking specialist advice on the range of options available.  Further information regarding Stakeholder Pensions can be found at www.thepensionservice.gov.uk/
QUERIES/CONCERNS

12.
Points of Contact:  If you have any concerns or queries about pay or the principles of calculation you should initially contact your GLSU / HQ SCE. If they are unable to answer your question they will refer it to the appropriate authority. You may also wish to refer it to the Dependant Employee Council as a matter to be considered in the annual Pay Review. Contact details for the Council can also be obtained from the GLSU or HQ SCE.

DETAILED CALCULATION OF DEPENDANT PAY

13.
Pay Definitions:   Dep Net pay is the amount equal to the DEL net pay for a job in the same grade and step. Dep gross pay is the Dep net pay plus the NI that has to be paid by the employee. Dep Total pay is Dep gross pay plus any pension enhancement. Dep Total pay is the rate used to calculate bonuses, allowances, overtime etc.    

14.
Pay Calculation Principles:  The actual method of calculating the Dep gross pay is to start with the DEL gross pay for the grade and step. From this amount German tax and social contributions are deducted 
.  The amount resulting from this calculation is the take home pay for a DEL. This amount is then enhanced sufficiently to ensure that UK National Insurance can be paid whilst still leaving a Dep with the same net pay as a DEL. This enhanced rate then becomes the Dep gross pay for the year. However, because NI thresholds are set in Sterling, whenever there is a change in the official £/€ exchange rate (known as the GAR), employees will see a change in the amount of NI contributions deducted from pay. Employees who earn on or about the NI threshold may find themselves paying one month but not the next, or vice versa. This can have an effect on potential NI related benefits. 

15.
UK Comparators:
There are sometimes areas where there are no DEL comparators and where UK comparators are essential. These tend to be in areas where UK professional qualifications are required.  Teaching and some Medical posts are the most common. In such cases the appropriate UK pay rate and taxes are used to determine the Dep pay rate.

16.
Calculation Example (Pay)


[image: image1.wmf]DEL C4a Step 8

€

€

Basic DEL Salary (incl Asset Accumulation)

2814.22

Less German Deductions:

Income Tax

432.41

Solidarity Tax 5.5% of Income Tax

23.78

Church Tax 9% of Income Tax

38.92

Pension Contribution  @ 9.95%

280.01

Unemployment Insurance @ 1.40%

39.40

Health Insurance @ 7.90%

222.32

Nursing Insurance @ 0.975%

27.44

Total Deductions

1064.28

Take home pay for DEL

1749.94

Increase for NI purposes

149.79

Dep Gross Pay (excl pension enhancement)

1899.73


17.
Pension Contribution Principles.  The actual method of calculating the  “pension contribution” is to first calculate the S2P plus the basic old age pension for the Dep gross pay for the grade and step concerned. This is then subtracted from the pension a DEL of the same grade and step would be entitled to. The resulting sum is the amount of pension that the Stakeholder contributions will be expected to provide. The contributions are calculated using an AXA Life table of predicted pension values. The table essentially says that if a regular amount is saved for 44 years until age 65 then the annual pension will be 7.7 times the amount saved each year.  This amount is then adjusted to account for 2 facts. Firstly the pension contribution will increase bonuses when it is added to gross pay and secondly NI is payable on it.  
18.
Calculation Example (Pension contribution)
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€

€

DEL predicted Annual Pension

17829.50

UK State Retirement predicted Annual

 

Pension

 (Basic 

State Pension and S2P)

10545.76

Annual Shortfall

7283.74

Annual amount to be saved (shortfall/7.7) 

945.94

Annual amount to be added to pay (saving requirement x 

1.11 to account for National Insurance)

1049.99

Amount to be added to monthly pay 

(annual 

amount/13)

80.77

Dep Gross Pay

1899.73

Dep Total Pay 

1980.50



DEPENDANT EMPLOYEE PAY GRADES – CLARIFICATION
	GRADE
	DESIGNATION
	REMARKS

	‘A’
	Industrial
	Linked to equivalent DEL grades

	‘AS’
	Industrial
	School Employees linked to equivalent DEL grades

	‘AWR’
	Laundry Workers
	Linked to equivalent DEL grades

	‘A’ 2A-2D
	Additional Grades 
	See Table 3 page 9.  Grades with* rate of pay increased by 17.1% to account for annual leave and Public Holidays

	‘C’
	Non-industrial (Clerical)
	Linked to equivalent DEL grades

	‘CDV’
	IT staff
	See table 1 page 10

	‘CFM’
	Telecommunication staff
	See table 2 page 10

	‘CS’
	Non-Industrial (Clerical)
	School employees linked to equivalent DEL grades

	‘EY’
	Grades employed by Early years
	

	‘H’ 39 
	Mess staff including cleaners, chambermaids, cooks, kitchen helps, bar staff and customer service assistants
	Linked to equivalent DEL grades

	‘HD3’
	Domestic Staff
	Batman/woman

	‘INS’
	Instructors
	Normally employed on a sessional basis in Education establishments

	‘INV’
	Examination Invigilators
	Casual rates of pay increased by 17.1% to account for annual leave and public holidays

	‘K’
	Medical tariff
	Linked to DEL grades.  See table 4 page 9

	‘LSA’

‘LSS’
	Learning Support Assistant
	Employed in schools and pay linked to UK LEAs.  Rates are reviewed separately by HQ SCE & not included as part of the general Dep Pay Review

	‘LENS’ E and F
	Locally Engaged School Nurses
	Linked to MOD UK nurses pay.  

	‘Y’
	Youth Worker
	Casual rates of pay increased by 17.1% to account for annual leave and public holidays

	‘ZW’
	Armed Civilian Watchperson
	Linked to equivalent CWG grades


DEPENDANT EMPLOYMENT – GRADE CLARIFICATION TABLES

Table 1

	Grade
	Group
	Linked to
	
	Grade 
	Group
	Linked to

	CDV
	1
	C3
	
	CDV
	5
	C5a

	CDV
	2
	C4
	
	CDV
	6
	C6

	CDV
	3
	C4a
	
	CDV
	7
	C6a

	CDV
	4
	C5
	
	CDV
	8
	C7


Table 2

	Grade
	Group
	Linked to
	
	Grade 
	Group
	Linked to

	CFM
	1
	C3
	
	CFM
	4
	C5

	CFM
	2
	C4
	
	CFM
	5
	C5a

	CFM
	3
	C4a
	
	CFM
	6
	C6


Table 3

	Grade
	Group
	Designation

	A1
	2A
	Bus Escort*

	A1
	2C
	School Crossing Attendant*

	A1
	2D
	Swimming Pool Attendant


Table 4

	Grade
	Designation

	K2
	Trainee Dental Assistant without vocational training

	K3
	Trained Dental Assistant (after 1 year’s training)

	K4
	Dental Assistant with completed vocational training

	K5
	Dental Assistant performing the full spectrum of tasks within the dental centre including preventative treatment

	K6
	Dental Hygienist with qualification








� Claims submitted in km will be converted at the rate of 1mile =1.614 km


� Leave Bonus.  Employees who on 1st May have been continuously employed for 12 months will be entitled to a bonus amounting to 2% of the reckonable pay earned between 1st May of the previous year and 30th April in the current year.   


Christmas Bonus.  A bonus of 6.34% of annual reckonable earnings is paid to Dependants who on 31st October have been continuously employed for at least six months.





� SERPS pensions built up before this year will continue to be factored into eventual retirement pension. In future on reaching age 65 an individual could potentially receive some or all of the following forms of pension income;


UK Basic State Pension


Any accumulated pension entitlement from one or more employer’s pension schemes


Any SERPS entitlement accumulated prior to S2P.


Any S2P entitlement


Any income deriving from contributions to a Stakeholder Pension. 


� The tax rates for a single person are used because any use of married rate would require a calculation based on the principle of joint taxation under DEL rules with the UKBC/mil partner. Since neither BFG nor the German tax authorities have any statutory ability to influence UKBC/mil tax arrangements it follows that a salary based on a joint taxation principle cannot be workable. It would also require pay rates to be based on individual circumstances and therefore different people would end up being paid different amounts for the same job. This would offend equal pay legislation.


Note: This is a formula only, no payment is made to the Federal Ministry of Finance in respect of German tax or any social contributions in respect of Dependant employees.
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		DEL C4a Step 8

				€		€

		Basic DEL Salary (incl Asset Accumulation)				2814.22

		Less German Deductions:

		Income Tax		432.41

		Solidarity Tax 5.5% of Income Tax		23.78

		Church Tax 9% of Income Tax		38.92

		Pension Contribution  @ 9.95%		280.01

		Unemployment Insurance @ 1.40%		39.40

		Health Insurance @ 7.90%		222.32

		Nursing Insurance @ 0.975%		27.44

		Total Deductions				1064.28

		Take home pay for DEL				1749.94

		Increase for NI purposes		149.79

		Dep Gross Pay (excl pension enhancement)				1899.73
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		Dep C4a Step 8

				€		€

		DEL predicted Annual Pension		17829.50

		UK State Retirement predicted Annual Pension (Basic State Pension and S2P)		10545.76

		Annual Shortfall		7283.74

		Annual amount to be saved (shortfall/7.7)		945.94

		Annual amount to be added to pay (saving requirement x 1.11 to account for National Insurance)		1049.99

		Amount to be added to monthly pay (annual amount/13)				80.77

		Dep Gross Pay				1899.73

		Dep Total Pay				1980.50






