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Report to 2010 Rotherham Ltd

ITEM NUMBER: 10

	MEETING:
	Board


	DATE:
	5th June 2008


	TITLE OF REPORT:
	Review of Mileage Allowances for Directors 


	ACTION REQUIRED:
	Decision


	FINAL DECISION TAKING BODY:
	Board


	CLASSIFICATION:
	Public


	RECOMMENDATION(S):
	The Board determines the level(s) of mileage allowances to be paid to non-executive Directors.


	REPORT OF:

Contact details:
	Name: Teresa Butler

Job title: Director of Business Development

Tel: 334373.

Email address: Teresa.Butler@2010rotherham.org


	EXECUTIVE SUMMARY:
	The Board Expenses Policy was revised in June 2007 to change the method of payment from cash or cheque to payroll.  The Audit and Governance Committee, at its meeting on 24th April 2008, agreed to uplift the rates of allowances to reimburse directors for mileage and other costs incurred in connection with their role as company director.

At the Board meeting on 7th May, it was requested the mileage allowance be reconsidered by the Board; this paper sets out the background to the decision taken by Committee, rates paid by other ALMOs and the affect of differing rates on sample journeys.



	IMPLICATIONS:


	

	CONSULTATION:


	Other ALMOs and RMBC have been consulted on their prevailing rates.  There is no specific requirement for public consultation on this issue.

	FINANCE AND VFM:


	Whilst the proposal is to increase allowances, the difference is marginal and the budget allocation is sufficient to meet estimated claims at all rates.

	RISK:


	If proper reimbursement for expenses is not made, people may be deterred from joining the Board.

	LEGAL:
	There are no legal implications although tax liability may arise from Directors.

	PERSONNEL:
	There are no personnel issues arising. 

	ENVIRONMENTAL:
	Where possible, records are retained electronically.

	EQUALITIES/DIVERSITY:


	Proper reimbursement of expenses helps overcome some equalities and diversity issues.


	Background

When the ALMO was established the Board agreed its expenses policy should endeavour to meet the out-of-pocket expenses incurred by members of the Board, i.e. they should not be disadvantaged because of the work they do for 2010 Rotherham Ltd.  Regarding mileage allowances, the policy stated: “When using your own car for travelling on behalf of 2010 Rotherham Ltd, the staff casual mileage rate will be paid for each mile travelled.”  

The provisions of expenses policy apply to tenant, leaseholder and independent non-executive Directors; Councillor directors are covered by the Council’s Members’ Allowances scheme.

Current Position
At its meeting on 24th April, the Audit and Governance Committee considered the rates of allowances paid for travel and other incidental expenses incurred in connection with their duties as company Directors.  The rates were uplifted to those shown on the Board Expenses Policy (revised April 2008) attached.

The rationale for setting one mileage rate, at 46.9 pence per mile was twofold:

(1) the National Joint Council (NJC) published revised rates recommended from 1st April 2008; three rates were given, for engine sizes 451–999cc, 1000–1199cc and 1200–1450cc; and

(2) to encourage environmentally friendly travel, one rate (that for engines of 1000–1199cc) was agreed – those with larger engines would be encouraged to reduce their mileage to the minimum and consider a smaller or more efficient engine when buying a new car.

Subsequent to that decision, representation was made to the Chair of the Board who requested the matter be brought to the next meeting of the Board.

Further Analysis
The National Employers for Local Government Services issued further information regarding the NJC allowances which includes a breakdown of the amounts included for fuel costs and the VAT included in the fuel element.  The three NJC rates are shown in Table 1 below.

Table 1

451-999cc

1000-1199cc

1200-1450cc

Total per mile

42.9p

46.9p

58.7p

Fuel element

9.227p

9.804p

10.695p

VAT inc in fuel element

1.374p

1.460p

1.592p

The remaining allowance is calculated to contribute to general running costs of the vehicle.

Assuming fuel is £1.30 per litre, i.e. c£5.85 per gallon and the car does 40mpg the rates above would generate fuel element allowances per gallon as shown in Table 2.

Table 2

451-999cc

1000-1199cc

1200-1450cc

Fuel element per mile

9.227p

9.804p

10.695p

Assumed cost per gallon

£5.85

£5.85

£5.85

Fuel allowance per 40 miles

£3.69

£3.92

£4.28

Difference

-£2.16

-£1.93

-£1.57

Total allowance per 40miles

£17.16

£18.76

£23.48

Fuel elements cover cost per litre at 82p, 87p and 95p respectively.  It is clear from Table 2 that the fuel element of the allowances are insufficient to meet current high fuel costs and the contribution to general running costs is consequently reduced.

Comparative Rates and HRMC

In preparing this paper, I have researched other ALMOs’ practice; responses are summarised in Table 3.

Table 3

Allowance per mile

Barnet Homes

40p (based on casual car allowance)

Berneslai Homes

40p for attending events outside Barnsley area.  For travelling within Barnsley district they have to meet cost from their monthly allowance

Bolton at Home

40p irrespective of engine size - Board agreed rate to correspond with HMRC approved mileage allowance to avoid tax

Cheltenham Borough Homes

Up to 999cc 40.05p; 1000-1199cc 44.02p; 1200c and over 55.08p

Derby Homes

Up to 999cc 42.9p; 1000-1999cc 46.9p; over 2000cc 58.7p.  Any trip over 100 miles 18.8p

Gateshead Housing 

44.2p per mile, plus 5p for each additional passenger.  

Hounslow Homes

Flat rate 39p per mile - goes up every year

Kirklees

58p per mile.

Northwards

40p HMRC rates

Sedgemoor

40p flat rate  Just been reconfirmed from 1 April 2008

Sheffield Homes

40p or 43p if the car is shared.  

Solihull Community Housing

30.6p per mile.  2008/09 uplift not yet agreed.  Pegged staff rate for non-essential car usage.

St Leger Homes

First 150 miles: up to 1000cc 40.8p; 1001cc to 1200cc, 44.5p; over 1200cc 56.0p.  Over 150 miles: up to 1000cc 12.8p; 1001cc up to 1200cc 14.0p, over 1200cc 15.3p.  Not updated since 2005

Stockport Homes

42p flat rate

Your Homes Newcastle

40p 

Additionally, RMBC has recently revised its allowances in light of the NJC recommendations and has agreed to pay the two lower NJC negotiated rates, pending Trades Union agreement.

The prevailing rate per mile that can be paid free of tax under HMRC guidance is 40 pence for a car (24p for motor cycles); this rate has not changed since 2002/03.

Budget Implications

On average, collectively the Board claims 250-300 miles per month to attend meetings.  Assuming the upper level, the estimated costs of mileage rates are shown in Table 4.

Table 4

451-999cc

1000-1199cc

1200-1450cc

Rate per mile

42.9p

46.9p

58.7p

Cost per 300m (per month)

£128.7

£140.07

£176.10

Cost per year

£1,544.40

£1,688.40

£2,113.20

Other Implications

The Board Expenses Policy states it will pay company Directors at the same mileage rates as those for staff.  As yet, the rates for staff in 2008/09 have yet to be agreed by the EMT and Trades Unions.  Historically we have adopted the same rates as those paid by the Council and would, if that practice were continued, be proposing the two lower rates, dependent upon engine size.

Summary

The rate agreed by the Audit and Governance Committee in April exceeds the rate paid by many ALMOs responding to my enquiry and the maximum that would be exempt from tax.  However, given the current high price of fuel (which is predicted to remain high for a prolonged period), the fuel element of even the highest rate is insufficient to cover the cost per gallon.  

Recommendation 
The Board takes the above factors into account in determining the mileage rate or rates at which non-executive Directors should be reimbursed for car travel in connection with their duties for 2010 Rotherham Ltd.



	Appendices/supporting information

Board Expenses Policy (revised April 2008)
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