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[GUIDANCE ON PAY REVIEWS]
This guidance note aims to provide the LPC with guidance in relation to the legal implications and requirements that arise in connection with pay reviews. It is essential that the LPC understands their obligations to review pay, what factors they should consider when reviewing pay, their obligations when an employee submits a pay review request and best practice for implementing a pay rise. 
[It is intended that this document be legally privileged, being part of solicitor/client correspondence.  Any copies of this document circulated to committee members will, provided they are sent for the purpose of giving legal advice, be privileged.  It should be noted that any comments made on the documents, or noted on any copies, which are expressions of personal views will not be privileged.  Similarly notes or other forms of communication which contain extracts of this document, accompanied by personal views of the situation will not be covered by privilege.  It is, therefore, recommended that any comments on this document should be forwarded to Clyde & Co LLP by way of formal correspondence for the purpose of obtaining legal advice.]
Obligations to review pay
1.1 When using the Clyde & Co template contract of employment, LPCs obligation to review an employee’s salary is set out at clause 6.3 which states: 

(a) LPCs will review basic salaries annually;
(b) There is no obligation to increase salaries; 

(c) There will be no review of salaries where notice has been given to terminate an individual’s employment by either the employer or employee. 
1.2 Where this template contract has been used, LPCs are therefore under an obligation to conduct an annual salary review, however any salary increase is discretionary, and LPCs are under no obligation to increase salaries. 
Factors to be considered in pay reviews
1.3 There is no contractual obligation to consider specific factors when conducting the pay review process, however LPC’s should ensure that all pay reviews are conducted in a fair and consistent manner. 
1.4 LPCs should ensure that the salary review process is conducted diligently, using intelligence available from the established network of Chairs and Treasurers to consider the approach of other LPCs, as well as wider market conditions. LPCs should also consider any relevant survey results from Community Pharmacy England  for guidance on this point. 
The salary review process should ensure that the efforts of employees are recognised and rewarded appropriately. 
1.5 This section provides a list of non-exhaustive factors which LPCs should take into account when conducting pay reviews: 
(a) Budget considerations. Before beginning the process of conducting a salary review, the LPC will need to review the budget for that year to identify the funds that are available for potential salary increases. 
(b) Objectives. LPCs should identify which positions are most urgently in need of salary adjustments and determine the budget that should be allocated to each. This is where LPCs should consider any external factors that may impact salary reviews, such as changes in the external market and fluctuations in the economy (including inflation). 
We recommend using sources such as the CIPD Labour Market Outlook
 and the Office of National Statistics
 which provide an insight into external factors. 
(c) Responsibilities. LPCs should review employee job descriptions to determine if employees are currently being fairly compensation for their roles, responsibilities, and the value that they bring to the organisation. It can also be helpful to assess whether any changes have occurred within the role. For example, if a member of staff has taken on additional responsibilities, they may be deemed eligible for an increase in salary
(d) Market data. LPCs should conduct an analysis of the relevant data within the external jobs market. This includes researching industry standards, salary benchmarks for comparable roles and the cost of living. Although it is difficult to find a direct comparator for LPCs, LPCs should review the market rate for similar roles as far as possible.
(e) Performance. LPCs should look at each employee’s performance throughout the previous year and subsequently determine their ability for a salary increase. In order to ensure consistency and fairness, it is crucial that objective criteria are used when evaluating performance at this stage. 
This includes identifying high performers, for example employees who surpass expectations, demonstrate requisite skills, undertake additional responsibilities and exhibit exceptional leadership abilities. 
(f) Equal pay obligations. LPCs should be mindful of their statutory obligations under the Equality Act 2010 which states that men and women must receive equal pay for performing equal work. Salary reviews and audits are therefore a good opportunity to ensure that LPC’s are not engaging in any discriminatory practices. 
Transparency. The legal landscape regarding pay transparency is changing and we expect increasing demand to be placed on employers in the coming years. Pay reviews are therefore a good opportunity for employers to review their current ethos and ensure that they are taking necessary steps to achieve a satisfactory level of pay transparency.

Clear communication regarding the importance of salary reviews and how the process is carried out is important. This should include the provision of clear and concise guidance on the criteria used for conducting performance reviews and the final decisions made regarding salary increases.
Obligations to consider an employee pay review request
1.6 LPCs are not under any contractual obligation to consider an employee’s pay review request made outside of the annual salary review process.
1.7 However, it may be appropriate to consider pay review requests in certain circumstances, for example where the employee is being paid below the market rate or has an external job offer. LPCs should allow employees an opportunity to justify their request. 
1.8 Salary discussions tend to work best for both parties when the employer and employee have both prepared. LPCs should not provide the employee with an immediate answer and should instead set up a meeting and provide a timescale for their decision. This will give the LPC an opportunity to conduct a review (considering the factors detailed at section 2 of this note) and provide the employee with an informed decision. 
1.9 As above, when considering an employee pay review request, LPCs need to ensure compliance their statutory obligations regarding equal pay for men and women. LPCs should be mindful that statistically men are more likely to have asked for a pay rise, thereby contributing to the gender pay gap. Individual pay review requests therefore must be considered consistently and fairly. Where a salary increase is given, this may trigger the need to review salaries of those performing equal work. 
Implementing a pay rise 
1.10 We recommend that the outcome of any salary review process is communicated to the employee by letter to ensure that there is an accurate record of any decision. 
1.11 We enclose a template at Appendix A which can be used where an LPC decides to award a salary increase. The letter clearly communicates what salary increase is being offered, when it is effective from and any deductions which will be made such as salary sacrifices. It is also made clear to the employee that the LPC reserves the right to not increase salaries in future salary reviews. 
1.12 We enclose a template at Appendix B which can be used where no salary increase is implemented following the salary review process. The letter should communicate the principle reasons for not giving a salary increase and gives the employee an opportunity to set up a meeting to discuss the decision. 
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