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	PAY BUREAU INSTRUCTION 10/10
DEPENDANT EMPLOYMENT WITH BRITISH FORCES GERMANY – INFORMATION REGARDING UK TAX


1.
The attached information has been updated (see paras 3. and 7. ).  This information is applicable to all Dependants employed by GLSU/HQ SCE and is to be made available to them.  The Pay Bureau Instruction will also be issued with June pay slips as well as the information being posted at www.lecsupport.bfgnet.de , the LEC Training Wing Website 
2.
The information is especially important to individuals returning to the UK.  GLSU/HQ SCE are required to attach the information to all BFG Forms 126 issued to Dependants.
3.
This year for the first time Dependant employees were issued with Coding Notices quoting a tax code which in all cases is the UK emergency tax code. Unfortunately the wording of this standard form suggests that the employees’ pay is taxed by UKSC, which is not the case here in Germany. Employees are only subject to National Insurance deductions. HMR&C have been asked if the production of these Notices could be suppressed but there is no definitive answer yet.
3.
Please do not hesitate to call me should you have any questions.
4.
Your assistance in this matter is appreciated. 
5.
Pay Bureau Instruction 05/09 is hereby cancelled.

Sonja Seydel
A/Head LEC Pay Bureau
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	DEPENDANT EMPLOYMENT WITH BRITISH FORCES GERMANY – UK TAX INFORMATION


1.
There are 2 categories of staff recruited locally by the British Army (Germany).  The largest category is Directly Employed Labour (DEL). These are people recruited directly from the local civilian population. The smaller category is Dependant Employees (Deps). These are people recruited from the spouses and children of soldiers and UK Based Civilians (UKBC).   

2.
Employment within the categories above is governed by the Status of Forces Agreement (SOFA). This is a treaty signed between Germany and the NATO members, who have troops in Germany (The Sending States). It is this treaty, which governs BFG presence in Germany rather than the fact that Britain and Germany are both EU countries. The SOFA is, therefore, given priority in any conflict between EU and SOFA provisions.  The issues associated with the SOFA and other legislation of concern to employment are as follows:

a.
SOFA requires DEL to be employed under the terms of the Collective Tariff Agreement (CTA II). This is an agreement between the German trade unions, the German Government and the Sending States. Each year the 3 parties meet to agree revisions to the terms and conditions detailed in the CTA II. They also review the pay rates for the grades detailed in the CTAII. 

b.
SOFA allows the Sending States to employ their Military and accompanying civilian staff (The Civilian Component) under employment rules relevant to their own country rather than the CTA II. However the SOFA makes it clear that German citizens and anyone ordinarily resident in Germany cannot become members of the Civilian Component.  Spouses and children of servicemen and UKBC entering Germany as Dependants never have official residence status in Germany so, provided they are not German Nationals, they can be employed as part of the Civilian Component.    

3.
As part of the Civilian Component, Dependant employees are regarded as Crown Servants and are exempt from UK Tax under Inland Revenue Board Order Section 28(5) of the Income Tax (Earnings and Pensions) Act 2003. However, we have been advised by HMR&C that an individual may be subject to tax on his/her Dependant salary on return to the UK if he/she does not remain non-resident in the UK for tax purposes in the year in question.  Further information on residence status is available at
www.hmrc.gov.uk/cnr/index.htm    
HMR&C has advised, however, that whilst all individuals should declare their Dependant earnings on their tax returns, they accompany any such declaration with the following statement:

“Exempt from UK tax under Inland Revenue Board Order made under Section 28(5) of the Income Tax (Earnings and Pensions) Act 2003.”

[Note this exemption only applies to monies paid as earnings by British Forces Germany.  All other earnings from non-GLSU/SCE sources e.g. income from letting of property; investments; freelance work et al must be declared.]

4.
As Dependant employees are exempt from paying UK Tax on their earnings, a P45 is not issued on termination of employment with British Forces Germany nor a P60, which advises of annual earnings in a given tax year and the amount of tax paid in year.  Individuals are advised to inform new employers that they must complete a P46.

5.
Although Dependant employees are not subject to UK Tax, they are subject to deduction of UK National Insurance contributions.  Deductions, where applicable, are made on a monthly basis and paid monthly to HM Revenue and Customs under Tax Reference 948/MZ67527, which is a contributions based only tax reference number.

6.
Dependant employees, who wish to claim UK Tax Credits, must declare earnings as a Dependant on their application. 

7.
This year for the first time Dependant employees were issued with Coding Notices quoting a tax code which in all cases is the UK emergency tax code. Unfortunately the wording of this standard form suggests that the employees’ pay is taxed by UKSC, which is not the case as explained above. Employees are only subject to National Insurance deductions. 
8.
Further advice can be obtained from:

CCC

LEC Support Services

Civil Secretariat,

HQ UKSC
BFPO 140

Sonja Seydel
	S Seydel
A/Head LEC Pay Bureau
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