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REPORT OF THE HEAD OF FINANCE


TO THE BUDGET SCRUTINY COMMITTEE ON WEDNESDAY, 6TH  JUNE 2007 


TITLE:  EQUAL PAY 


RECOMMENDATIONS:  

Members are invited to comment on the contents of the report.


EXECUTIVE SUMMARY: 

The report sets out the financial implications of the settlement of equal pay cases at events between January and April 2007 together with potential additional liabilities relating to outstanding claims.

BACKGROUND DOCUMENTS:  

Various working papers and reports (available for public inspection).

CONTACT OFFICERS:

 Geoff Topping Tel. 793 3240 geoff.topping@salford.gov.uk

ASSESSMENT OF RISK: 

The settlement of equal pay cases incurs a significant financial cost to the council. However the total cost of settlements is in line with expectations and the ability to capitalise a proportion of the cost has reduced the immediate financial impact.

SOURCE OF FUNDING: Revenue and Capital resources

LEGAL ADVICE OBTAINED: Not applicable

FINANCIAL ADVICE OBTAINED: 

This report has been produced by the Finance Division of Customer and Support Services.

WARD(S) TO WHICH REPORT RELATE (S):  None specifically


KEY COUNCIL POLICIES:  Budget Strategy, Equality


REPORT DETAIL

Potential equal pay claims arise from the operation of bonus schemes which applied to former manual workers. Those staff paid in accordance with the former manual worker grades have been subject to the “White Book” job evaluation scheme introduced in 1987. This established a range of manual jobs from Grade 1 through to Grade 6. Jobs evaluated at the same level were paid the same basic hourly rate. However, some occupational groups were paid a bonus in addition to their basic pay (in some cases up to 50%). These groups were predominantly (some exclusively) male.

The result is that people doing jobs of equal value (as measured by the old JE scheme) were not receiving equal pay. It is the gender differences between the bonus and non-bonus groups which raises liabilities under the Equal Pay Act 1970. All local authorities and other public sector organisations are facing similar issues.

Until the last 18 months limited equal pay claims had been made against local authorities, however this position has changed due to:

· the lack of progress by some authorities to progress Single Status and address equal pay issues through pay and grading reviews

· the actions of independent solicitors to pursue no win no fee cases on behalf of employees

· increasing levels of equal pay claims from the Trade Unions

In order to address this issue in a consistent way Greater Manchester authorities have been working collaboratively on the settlement of potential claims to avoid defending large numbers of claims at Employment Tribunals and the significant costs that would arise.

The AGMA approach has involved the development of a compensation matrix which seeks to compensate employees with potential claims and thereby avoid the Employment Tribunal route. This matrix is based upon a maximum payment of £7,500 (for those working 36 hours and with 6 years service) which is then reduced on a sliding scale for those with less than 6 years service and or working less than 36 hours per week.

In Salford an exercise was undertaken to identify all employees with potential equal pay claims against the Council and to quantify the level of compensation settlements based on the above matrix. In total, 2296 employees were affected and in common with other Greater Manchester authorities arrangements were made for “signing events” for these employees which commenced on 29th January 2007.

At the events employees were advised of the rights and the implications of accepting the compensation offers by ACAS. Trade Unions were also in attendance to provide advice to their members if required.

At the events employees who chose to accept the offer of compensation had to sign a legal agreement which effectively prevents them from taking their case against the Council to an Employment Tribunal. Following signing of this agreement (supervised by Council solicitors) the employees were issued with their settlement cheque.

To date their have been six “Signing Events” held at Broadwalk, with 96.74% of employees attending the sessions accepting the offer of compensation. Details of the numbers attending the various sessions are as follows:

	Event
	No. Attending
	No. Accepting
	% Accepted

	29 January 2007
	324
	309
	95.37

	12 February 2007
	366
	362
	98.91

	5 March 2007
	380
	359
	94.47

	20 March 2007
	384
	370
	96.35

	26 March 2007
	379
	371
	97.89

	19 April 2007
	375
	365
	97.33

	Total
	2208
	2136
	96.74


There are a further 88 employees who have been invited but not yet attended a signing event. As a result a further event has been arranged for 3rd July 2007 at which it is expected further numbers will accept offers of compensation.

There are 72 employees who at this stage have chosen not to accept the offer of compensation made and these could give rise to Employment Tribunal claims. A limited number of claims have been received to date which the Council propose to resist at tribunal.

The total value of payments made to date is £4.874m which represents an average settlement of £2,281. In addition the Council, in common with other authorities, has agreed to meet the tax and national insurance liabilities relating to the compensation payments. A composite tax rate has been agreed with H.M. Revenues and Customs of 12% which will incur an additional cost of £0.585m. To date therefore the cost of making equal pay settlements is £5.459m. This will increase as further employees accept compensation offers and particularly if employees are successful with claims at Employment Tribunals although these could take a considerable time to settle.

In view of the significant impact of equal pay costs on the Council and other local authorities the Government allowed councils to apply for approval to capitalise the cost of settlements. In 2006/07 Salford received approval to capitalise costs of £3,431,153. The remaining balance falls to be met from a combination of General Fund balances, schools Dedicated Schools Grant and NPHL. A further capitalisation application has been submitted in respect of costs incurred or expected to be incurred in 2007/08.

The organisation and administration of the signing events represented a significant operation but with effective joint working the events ran smoothly with very few complications.

JOHN SPINK

Head of Finance

