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Title: Retirement Awards
Author: Head of Payroll
Status: FOR DECISION

Purpose

The council’s Long Service Awards Policy recognises staff who are made 
redundant or retire with 20 or more years’ service.  Staff receive an engraved 
medallion and a gift of their choice to the value of £15 for each completed year of 
service.  The policy needs to be reviewed due to the fact that these awards do not 
meet the HM Revenue and Customs criteria for exemption from a tax charge.

It is proposed that we dispense with the current arrangement and replace it with a 
simple payroll payment for the reasons set out below. 

Recommendation

It is recommended that with immediate effect, employees who have completed a 
minimum of 20 years’ service and are made redundant or retire shall receive a 
payment through the payroll system to the value of £15 for each completed year of 
service.  The payment will be subject to statutory deductions in accordance with 
HMRC regulations. 

1 Background

1.1 The council currently provide a retirement/redundancy gift for staff who 
have completed more than 20 years’ service with Gosport Borough 
Council.

1.2 The current policy which is attached as Appendix A, specifies that along 
with the engraved medallion, staff will receive a gift of their choice to 
the value of £15 for each completed year of service.

1.3 The gift or gifts (a benefit in kind) are currently purchased in advance 
and reimbursement is made on the production of receipts.

2 Report

2.1 The Long Service Awards Policy (Appendix A) needs to be reviewed 
and amended due to the fact that these awards do not meet the HM 
Revenue and Customs (HMRC) criteria for exemption from a tax 
charge. This means that the retirement gifts in future must be subject to 
statutory deductions. Failure to make this change will result in non-
compliance and the council will face HMRC penalties.  

2.2 The tax charge could be levied through the benefit in kind system but 
this process adds complexity to the administrative process for both the 
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council and member of staff. This is because the council is required to 
produce separate tax forms for staff and HMRC, as well as having to 
deal with the reconciliation and re-imbursement of the gifts purchased 
The member of staff is then faced with having a tax demand on the 
benefit but this is often not issued by HMRC for up to a year after 
receiving the gift. For these reasons, it is recommended that we no 
longer process the awards through the current process. 

2.3 The simplest and most efficient way to process these awards is through 
the payroll system. This means that the member of staff will receive the 
benefit of the award on their final payslip from the council and will not 
suffer a hidden tax charge many months down the line.  It also means 
that the council will not need to produce any tax forms.

3 Risk Assessment

3.1    The award of £15 for each completed year of service will be subject to    
statutory deductions and therefore will reduce the monetary value of the 
award. However it does not seem appropriate to inflate the value of the 
award as this would effectively mean that the council was paying the tax 
liability of the member of staff.

3.2 In future the awards must be subjected to statutory deductions or the 
council will face fines and penalties from HMRC.

4 Conclusion

4.1    The current scheme is not compliant with HMRC regulations and as 
such cannot continue. This provides an opportunity to streamline the 
administration of these awards and the proposal above ensures HMRC 
compliance as well as delivering an efficient process to dispense with 
the payments 

Financial Services 
comments:

There are no additional costs to the Council 
arising from the reports recommendation

Legal Services comments: None
Crime and Disorder: None
Equality and Diversity: No Impact
Service Improvement Plan 
implications:

None

Corporate Plan: None
Risk Assessment: Actual monetary value of award to the employee 

reduced
Background papers: None
Appendices/Enclosures:

Appendix ‘A’ Long Service Awards Policy
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