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What is the new STM Security Expense Scheme? 
 
The new STM Security Group (UK) Expense Scheme (STES) is a daily allowance, payable free of tax 
and National Insurance Contributions (‘NIC’) 
 
The scheme is designed to cover your subsistence costs e.g. the cost of, lunch, snacks, and 
refreshments. 
 
Broadly, for any given shift on any given site, an employee in receipt of STES should take home more 
cash than they would do if they only received their current taxable/NIC'able pay without STES. 
 
Why is the new STES scheme being introduced? 
 
In your current situation, you pay for your subsistence expenses out of your taxable pay.  For an 
employee paying basic rate tax at 20% and NIC at 11%, £1 of your gross taxable pay provides you 
with net pay of £0.69 to cover these types of expenses. 
 
Under the new arrangements, because STES is tax and NIC free, £0.69 of STES will provide you with 
£0.69 in your pocket to cover the same amount of your subsistence and travel expenses. 
 
This will mean that you can keep more of your gross taxable pay for yourself so you should be better 
off - i.e. the net overall amount you take home each month (your ‘Take Home’) should increase 
under the new STES scheme. 
 
In addition, the company  does not have to pay NIC on STES, so the Company saves too.  The new 
arrangement provides a ’win-win’ result for participating employees and STM Security. 
 
Has HM Revenue & Customs (HMRC) agreed that the STES can be paid free of tax and NIC? 
 
As with all tax matters, STM Security is liaising directly with HMRC, The qualifying criteria for STES 
expenses in London are quite detailed and as such we have approached HMRC for their approval of 
these payments. We will therefore let you know as soon as HMRC have approved these 
arrangements. 
 
Am I eligible? 
 
Your eligibility to the subsistence element of the STES will be determined by Human Resources, who 
will decide your eligibility by reference to the Eligibility Criteria (a copy of this is available on 
request). 
 
If you are eligible for STES, you will be sent a letter confirming this. Your terms and conditions will be 
amended with effect from 1st October 2009 and you will participate in the new STES scheme unless 
you opt out. 
 
If you do not want to participate in the new STES scheme and benefit from the tax/NIC advantages 
available, you should specifically opt out using the enclosed opt out form. If you are eligible and have 
not opted out you should see your new pay and STES payments reflected on your payslip.   
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If your payslip does not indicate STES payments and you consider you are eligible, you may wish to 
appeal to your Account Manager/Senior Account Manager.  This should be done, initially, by 
telephone. 
 
If you consider that you are NOT eligible and you have received a letter indicating that you will be 
included in the arrangements, you should contact your Account Manager/Senior Account Manager 
by telephone as soon as possible. 
 

What happens if I am not eligible to receive STES? 
 
You will receive a letter confirming that STES is being introduced but that you are not considered 
eligible to the STES payment.  You will not be able to receive travel and subsistence whilst you are 
considered ineligible but you may become eligible subsequently.   
 
How much is the tax/NIC free STES payment? 
 
The amount of the tax/NIC free payment depends on your eligibility (as determined in accordance 
with the Eligibility Criteria) and where you work. 
 

 If you work a shift of 10 hours or more on a Qualifying Day, the maximum daily 
subsistence payment is £10.00; 
 

 If you work a shift of 5 hours or more but less than 10 hours on a Qualifying Day, the 
maximum daily subsistence payment is £5.00; 
 

 If you are not Eligible, no subsistence payment is due; 
 

 The above rates are the maximum that may be paid – as it is prohibited that your rate of 
pay does not fall below the National Minimum Wage (‘NMW’), your payments may be 
restricted on a sliding scale to ensure that this does not occur at any time. 

 
On days that you qualify for STES, your daily taxable/NIC’able gross pay will be lower than days on 
which you do not qualify for STES.  However, because you will now be paid a tax/NIC-free STES, your 
revised Take Home should increase, as the table, below, demonstrates. 
 
Table showing maximum adjustments to gross taxable pay, the maximum tax/NIC free payments 
that may be made and the corresponding increase in Take Home 
 

Description Maximum daily 
tax/NIC free scale 
rate payments 

Increase in your take 
home pay per 
qualifying day 

Eligible Employee working a shift of 10 
or more hours on a Qualifying Day  
 

£10 £0.78 

Eligible Employee working a shift of 5 
or more but less than 10 hours on a 
Qualifying Day  

£5 £0.39 
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Notes: 
¹ In all cases, the above savings assume that the employee is a basic rate taxpayer and the 

maximum amounts shown may be paid without restriction.  Where any of the amounts have 
to be restricted e.g. because of the effect of the NMW the increase in your take home may 
be less than the amounts shown. 
 

What if I only work (say) 4 hours on a particular day? 
 
If your hours are below 5 hours for any given day the subsistence element of the STES will not be 
paid for that day.   
 
Why is my gross pay reduced? 
 
The company wants to reimburse you for the subsistence costs you incur in a way that is tax/NIC 
efficient.  You currently pay for this from your existing pay which is subject to tax and NIC.  
Therefore, if you reduce your taxable/NIC’able pay and receive tax/NIC free allowances instead you 
will benefit from the tax/NIC savings. 
 
The reduction is higher than the amount of the allowance to cover the company’s costs of 
establishing and administering these new arrangements.  The Company’s intention is that the net 
savings generated by the STES scheme will be shared 75% / 25 % between STM Security and its 
Eligible Employees. 
 
If I participate, what will my new contractual rate of pay be? 
 
By participating in the STES scheme, you agree that your new contractual pay will be determined as 
follows: 
 
(i)   on STES non-Qualifying Days: your gross pay will be calculated at the appropriate rate for your 
job excluding STES; 
 
(ii)  subject to meeting NMW requirements, on STES Qualifying Days: the appropriate rate for your 
job will be less than STES non-Qualifying Days by up to the total of your Subsistence Payment and 
you will be entitled to receive a tax/NIC free STES. 
 
(iii) to ensure that the requirements of the NMW are met, the reduction in gross taxable/NIC’able 
pay will be calculated on a sliding scale.  This means that the amount of the reduction in your 
taxable/NIC’able pay and the amount of the tax/NIC free STES that can be paid to you may be less 
than the amounts shown above to ensure full compliance with NMW legislation. 
 
(iv)  Holidays and periods of sick, maternity, paternity and adoption leave, will not qualify as 
‘Qualifying Days’. 
 
Because the STES is tax/NIC free, your take home should be more on eligible days than non-eligible 
days. 
 
You also agree that the company may update the rates of pay from time to time to take account of 
changes such as increases in rates of pay and changes in the National Minimum Wage (for example), 
provided that all participants are notified of the changes.  If you disagree with any such changes you  
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may Opt Out within 14 days of such changes being made, otherwise the changes will apply to you 
and you’re continuing to be employed and paid under the new pay rates will constitute your 
agreement to the changes made. 
 
If I participate, will I receive STES every day? 
 
No, you may only receive STES in respect of Qualifying Days. 
 
A Qualifying Day is a day when you: 
 
 -  are Eligible in accordance with the Eligibility Criteria 
  
 -  have not Opted Out; 
 
 -  work a shift of at least 5 hours 
 
Note that, if at any time you opt out e.g. on a Lifestyle Event (see later) this will constitute a further 
amendment to your terms and conditions: your pay will revert back to your original pay rate and you 
will no longer participate in the STES scheme.   
 
What about future pay rises? 
 

All future pay rises will continue to be based on your original, Pre STES salary. 

 
Does STES impact my State Pension and benefits? 

 
State Pension: 
 
Your State pension comprises of two parts;-  
 

 Basic State pension (BSP) 
 State Second Pension (S2P) – previously known as SERPS and additional to the BSP 

 
STES will not affect your BSP. 
 
Entitlement to other State benefits, such as S2P, incapacity benefit and jobseekers allowance are 
based on whether you have been credited with making National Insurance Contributions (i.e. your 
earnings must exceed the Lower Earnings Limit (LEL) of £4,940 in 2010/11).   
 
Therefore, if STES results in your pay falling below the LEL you will not be able to participate. 
 

How can the State Second Pension be affected? 
  
On the basis that all employees earn more than the Lower Earnings Limit (as mentioned in the 
communication document), then they are counted as earning up to circa £13,800 for NIC purposes in 
any case which counts towards the SSP. 
  
As a result, if employees are not currently contracted out of SERPS and currently earn over £13,800 
per annum, there could be a very minor impact on the State Second Pension. Someone currently 
earning £18,000 per annum could see the drop of £2 or £3 per year. 
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Employees approaching retirement age we would recommend they take independent financial 
advice and potentially look at opting out. 
 
What if there are significant changes in my personal lifestyle? 
 

The company recognises that certain lifestyle changes such as marriage, childbirth, adoption, 
separation/divorce, or changes in working hours (for example from full-time to part-time) may 
result in your participation in STES needing to be reconsidered.  
 
In these cases you may, with the agreement of the company, opt-out of STES by completing the 
opt-out form. The company reserves the right to review each personal situation to determine 
whether substantial lifestyle changes warrant a move in/out of STES. 
 
 

How much will my take home pay increase by? 
 

The increase in your take home pay depends on how many qualifying days you have during any 
particular month and how long your shifts last. 
 

Some examples based on average qualifying payments are shown as follows (assuming you are 
liable to tax at basic rate and no restrictions in respect of NMW apply): 
 
 

Amount of Qualifying 
STES paid 

(per month) 

Monthly increase in take 
home pay 

£ 
  

£25 1.93 
£50 3.88 
£75 5.81 

£100 7.75 
£125 9.69 
£150 11.62 
£175 13.56 
£200 15.50 

  

 
 

How long will STES Last? 
 

Travel and Subsistence arrangements such as STES have been operated for a significant number of 
years outside of the security sector, but the recent announcements by HMRC have now allowed our 
employees to benefit. 
 
The Company intends to run STES for as long as either legislation allows us to do so, or it is 
commercially prudent to continue. Not surprisingly, in light of this, the company reserves the right at 
its absolute discretion to withdraw STES, with or without notice, in the future.  
 
You will then revert back to your current basic salary (i.e. pre STES basis) and your Basic salary will 
no longer be adjusted.  
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YOU WILL NOT HAVE TO PAY BACK ANY OF THE BENEFITS THAT YOU HAVE RECEIVED. 
 

How will my payslip reflect STES payments? 
 

For members in the STES arrangement, the expenses paid and reduction in gross pay will show as 
“STES Expenses” and “STES Salary Sacrifice”. 
 

 
Will my overtime rate be affected by these arrangements? 
 

No, your overtime rate will remain based on your pre-STES salary. 
 

What about holiday and sick pay? 
 

Your holiday and sick pay will not change.  
 

Will my tax credits be affected? 
 
Tax credits are likely to increase by STES as they are based on your gross rather than net income. 
You should however, independently verify the position.  
 

What happens to mortgage references? 
 
The company can provide certified documents to confirm the arrangements that have been 
introduced.  These will show that your salary is made up of both your revised basic salary, plus 
the amount of the salary conversion.  You can then pass this information on to the appropriate 
lender. 
 
What happens to Childcare Vouchers? 
 

Like STES, the company has other benefit arrangements, e.g. Childcare vouchers, which involve 
you converting part of your basic salary. When considering whether it would be inappropriate to 
take part in STES you should take into account your earnings after the reduction for any other 
“Choices” salary conversion benefits. If you then fall into the category who regularly earn below 
the LEL (£4,940 in the tax year 2009/10) and who potentially may lose entitlement to certain 
State contributory benefits you may wish to opt-out of STES.  
 
How do these new arrangements affect my Court Attachment/Order? 
 

If these new arrangements result in your taxable pay being reduced, it is possible that the amount 
deducted from your pay for Court Attachments etc will also reduce.  

 

 
Perry Simpson 

Managing Director 

 


