Accounting for Salary Sacrifice using the Salary Calculator
‘A salary sacrifice happens when an employee gives up the right to part of the cash remuneration due under his or her contract of employment. Usually, the sacrifice is made in return for the employer’s agreement to provide the employee with some form of non-cash benefit. This sacrifice is achieved by varying the employee’s terms and conditions of employment relating to remuneration’. (HMRC section 62 ITEPA 2003)
Examples are childcare vouchers, mobile phones and cycles.
The following examples show the maximum £243 deduction each month from both Teacher 1 and Teacher 2 (see screen print below)
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Monthly Basic (example April – Aug) Column

Note this figure does not change for the inclusion of a salary sacrifice deduction.
Monthly Salary inc. on-Costs (example April – Aug) Column
Note the inclusion of the salary sacrifice of £243 has reduced the cost to the school of the individual teacher by the £243 plus the appropriate Employers NI rate:-

	
	Monthly salary inc on-cost (exc. salary sacrifice)
	Less max salary sacrifice (max)
	Less NI ERS @ applicable rate
	Monthly final salary inc on-cost (exc. salary sacrifice) 

	Teacher 1
	£2169.43
	£243.00
	10.1%   £24.54
	£1901.89

	
	
	
	
	

	Teacher 2
	£5732.63
	£243.00
	13.8%  £33.54
	£5456.09


Summary – total cost to the school
The salary calculator spreadsheet as shown (screen print above) includes salary costs excluding salary sacrifice and employers National Insurance, thereby understating the total salary costs for the three year plan. To ensure the correct budget figures are used, the commitment column on the salary calculator spreadsheet must be used.

Commitment Column
Every 3 months Personnel will recharge schools, retrospectively, with amounts employees have had deducted for salary sacrifice. This charge will include the amount for the salary sacrifice i.e. £243 each month as above plus a 10% ‘Administration’ charge. The school therefore will be required to include this amount in the total salary costs, by including it in the commitment column, to ensure that the three year plan is not understated.
Monitoring

The individual monthly payroll costs with the salary sacrifice deducted April - March will be correct in line with the PTF, therefore can be used for monitoring. The commitment column must therefore include the total yearly salary sacrifice plus 10%. This column will be included in the total costs for the three year plan and used for overall monitoring purposes.
Note: - for monitoring purposes care will need to be taken if a salary sacrifice is not deducted from the payroll on time as including the amount in the commitment column will overstate total costs.

Commitment column remains unchanged
If a salary sacrifice amount is not deducted from the monthly payroll (PTF), the monthly salary figure on the salary calculator must still be overtyped as the actual from the PTF so that it ties up with the actual to date on FMS6. The salary sacrifice figure can then be included in the adjustment column as a deduction leaving the commitment column unchanged. Note the adjustment amount must be cleared when the deduction is made in a following month. (Note the adjustment column does not add ERS NI automatically to any deductions added for salary sacrifice).

For any further assistance please contact Schools Financial Services on 0845 365 5368.
Reviewed and updated April 11 for 11/12 NI Rates


