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Changes to Superannuation Guarantee from 1 * July 2008

Using Ordinary Time Earnings to calculate super gua  rantee contributions

From 1 July 2008, all employers must use “ordinary time earnings” (OTE) as defined in
the Superannuation Guarantee (Administration) Act, as the earnings base on which to
calculate the compulsory 9% Superannuation Guarantee (SG) contributions for their
employees.

Why the change?

Some employers currently pay SG contributions based on a lower earnings base that
existed prior to the introduction of the Superannuation Guarantee in 1992. These lower
earnings bases were contained in State or Federal Industrial Awards or other
employment agreements and could continue to be used by the employer, even where
employees joined after 1992 and up to the present day.

Many of these Award earnings definitions excluded payments such as commissions,
incentive based bonuses and over-award payments.

The change to the Superannuation Guarantee law standardises the earnings base on
which contributions are calculated for all Australians.

What are ordinary time earnings?

Ordinary time earnings are generally what your employees are paid for their ordinary
hours of work, including:

over-award payments

commissions

incentive based bonuses & payments
allowances

pay while on leave (but not on termination)

Ordinary time earnings do not include payments for overtime, unless the overtime is of a
regular and recurring nature.

For more information about what is included or excluded from ordinary time earnings,
see the Checklist for Ordinary Time Earnings available from the Australian Taxation
Office in Superannuation Guarantee Ruling SGR 94/4 www.ato.gov.au

As an employer, what do | need to do?

For many employers, this change to Ordinary Time Earnings can represent a significant
increase in employee costs and cash flow requirements from 1 July 2008.




To prepare for the changes from 1 July 2008, you should ensure that you:

1.

Review the earnings bases used for all your employees to ensure you are calculating
your super contributions based on “Ordinary Time Earnings” (OTE)

Enure your payroll procedures and systems and any associated software and are
updated for the ordinary time earnings definition from 1 July 2008.

Include commissions and performance based bonuses when calculating the super
guarantee (some bonuses do not apply, for example Christmas bonuses or those not
based on specific performance criteria)

Include allowances when calculating the super guarantee (there are exceptions for
reimbursements or fully expended allowances)

Have a strategy to inform your employees of possible changes to their super
contributions or handle employee inquiries.

Further Information

More information is available by contacting the ATO on 13 10 20, your Industry
Association or Hanrick Curran Chartered Accountants www.hanrickcurran.com.au




