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Subject: HOLIDAY PAY

1.1 The purpose of this report is to inform the Sub Committee of changes to the calculation of
holiday pay as a consequence of recent case law.

2. Background

2.1 As a consequence of recent legal decisions, employers are now being advised to include
elements of non contractual allowances in pay which employees receive when they are on
holiday. Previously, only contractual allowances were included in holiday pay. For the
purposes of calculations, the enhanced holiday pay rate is only applicable to the basic four
weeks' holiday entitlement derived from the Working Time Directive. The balance of annual
leave is calculated using the value of a normal week's pay as set out in the Employment
Rights Act 1996.

2.2
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Allowances which represent expenses, such as travel expenses, will be excluded.

Considerations

3.1 The additional uplift on the payment of these allowances as they are earned throughout the
year will be calculated at 8.3%, which represents the percentage relationship between the
20 days minimum leave and the number of available working days, 241, in the calendar
year.

3.2 Based on a review of the relevant non contractual allowances in year 2013/2014, this uplift
represented less than 0.5% on the pay bill. Services, however, will have to fund the uplift in
costs within their existing revenue budgets. Arrangements have now been put in place to
make the adjustment for the last pay period and for each pay period going forward.

3.3 Each holiday period which employees have taken in the past, and for which no payment
was made for these non contractual allowances, could be alleged to represent a deduction
from pay. By taking action in the current pay period, the Council will have broken the series
of deductions. Employees, however, could seek to make a retrospective claim for past
deductions.

4. Recommendation

4.1 The Sub Committee is asked to endorse the arrangements put in place in respect of holiday
pay and to otherwise note the content of the report.
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Head of Human'Resources

For further information on the content of this report, please contact Anne Burns, Chief HR Officer
(Operations) on 01698 302320.


