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Overview

Superannuation is a significant cost of employing staff. This expense should be factored into your business plan and cashflow 
requirements when planning to commence or expand a business. 
In addition, employers have a number of reporting obligations that they need to be aware of when it comes to superannuation.

This paper will examine the following areas and provide tips and commonly occurring traps for employers:

• Superannuation Guarantee
• Choosing a fund
• Salary sacrifice
• Contribution reporting
• Excess contributions 

The Superannuation Guarantee

The Superannuation Guarantee requires employers to pay superannuation contributions on behalf of their employees. Superannuation 
Guarantee (SG) Contributions are required to be paid quarterly, and from 1 July 2014 are calculated as 9.5% of an employee’s 
“ordinary time earnings”.

Increasing the Superannuation Guarantee to 12%
Financial 

Year
% of ordinary time 

earning
2014/15 9.50%
2015/16 9.50%
2016/17 9.50%
2017/18 9.50%
2018/19 9.50%
2019/20 9.50%
2020/21 9.50%
2021/22 10.0%
2022/23 10.5%
2023/24 11.0%
2024/25 11.5%
2025/26 12.0%

The last Labor Government passed legislation which will see compulsory 
employer contributions rise to 12% as part of their plan to ensure there is 
adequate retirement income for Australia’s ageing population.

However, as announced in the 2014 Federal Budget the current Government 
acted to freeze the Superannuation Guarantee (SG) rate increases in order to 
ease the burden on struggling employer businesses. 

The Budget proposal was passed with amendments in its final form in 
September 2014. The compulsory SG rate will now remain at 9.5% for 7 years 
from 1 July 2014 until 30 June 2021. The SG rate will then recommence its 
scheduled increase of 0.5% p.a. until reaching 12% of an employee’s earnings 
by 1 July 2025, for the financial year ending 30 June 2026.

Employers should ensure that the SG contribution rate of 9.5% is being applied 
to ordinary time earnings such as salary, wages and commission paid since 1 
July 2014.

 



The Superannuation Guarantee; continued/-

Who is an employee?

The Superannuation Guarantee uses an “expanded” definition of employee, and includes:

1. All “common law” employees; including full-time, part-time & casual employees

2. Contractors:

SG should be paid if:

the contract is for the “labour of a person” 

you control the contractor as you would a “common law” employee

SG may not need to be paid if:

the work performed is part of a contract to achieve a given result e.g. to install a machine 

the contract allows for others to assist the contractor (even though they don’t actually assist)

If a contractor supplies you with an ABN, this is not the test! 
If you control their work as you would an employee, then they are a contractor to which SG applies.

e.g. if you take on a laborer to perform general duties as you require, even if they have their own ABN, they are likely to 
be a contractor to which SG applies.

ATO Decision tool:  http://www.ato.gov.au/Calculators-and-tools/Employee-or-contractor/

3. Temporary resident employees

4. Employees you send overseas

5. Salaried director of your own company: The business must pay SG contributions quarterly, like it does for employees.
There is no exemption for directors. Note that salary sacrifice contributions over and above the minimum SG requirement 
can be counted towards your company’s SG compliance for up to 12 months in advance.

6. No upper age limit: SG now includes all employees regardless that they may be over age 70. (Previously you did not
have to pay SG for employees aged 70 or more). 

Who is NOT an employee?

You are not deemed to be an employee who is entitled to employer paid SG contribution payments where:

• you own the business as a sole trader or are in partnership

• You are an employee earning less than $450 per month

• You are a child  under the age of 18, unless working more than 30 hours per week and earning $450 or more per month 

• You are employed to perform private or domestic work e.g. baby sitter

http://www.ato.gov.au/Calculators-and-tools/Employee-or-contractor/


 
Ordinary Time Earnings

You must use ordinary time earnings (OTE) to calculate the minimum super guarantee contributions required for your eligible 
employees. This ensures all eligible employees are treated the same way for SG purposes.

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

over-award payments

certain bonuses

commissions

shift-loading

certain allowances.

Overtime is excluded unless it is of a regular and recurring nature

SG is not payable on termination payments such as unused leave entitlements

OTE is capped by a Maximum Contribution Base. Employers are only required to pay 9.5% contributions on a maximum 
salary or wages of $49,430 per quarter (equivalent annual salary of $197,720) For employees earning more than 
the maximum per quarter the employer only needs to pay $49,430.00 x 9.5% = $4,695.85 per quarter to satisfy the 
compulsory SG requirements.   

 

ATO: http://www.ato.gov.au/Business/Employers-super/In-detail/Calculating-and-paying/Using-ordinary-time-earnings-to-
calculate-the-super-guarantee/?anchor=P29-2407#P29-2407

http://www.ato.gov.au/Business/Employers-super/In-detail/Calculating-and-paying/Using-ordinary-time-earnings-to-calculate-the-super-guarantee/?anchor=P29-2407#P29-2407
http://www.ato.gov.au/Business/Employers-super/In-detail/Calculating-and-paying/Using-ordinary-time-earnings-to-calculate-the-super-guarantee/?anchor=P29-2407#P29-2407


Payment of SG Contributions

At least four quarterly payments are required in respect of the September, December, March and June quarters of each year.

Contributions must be paid into a fund no later than 28th day of the month following the end of a quarter

“Paid” means received by the superannuation fund:

Tips & Traps

If you mail a cheque e.g. on the 27th or 28th day of the month of payment, it is unlikely to be “received” by the 
superannuation fund and won’t count towards compliance for that quarter.

Paying by electronic funds transfer just before the 28th does not count unless it is actually received into the fund’s 
bank account on the same day. If done on a Friday, a transfer may not be credited until the next working day, 
Monday.

For business cash flow purposes, it may be better to pay more frequently e.g. monthly

If an employee asks you to withhold pay from their gross salary and pay extra super contributions instead, these 
must be paid by the employer within 28 days of the end of each month (not each quarter)

What happens if you don’t pay on time?

1. Your business is required to lodge details of the
contributions that were late and the names of the members 
on a SG Statement with the ATO; and

2. Pay a Superannuation Guarantee Shortfall to the ATO.
The shortfall amount includes the contribution amount plus 
interest & penalties.

The ATO then distributes SG shortfalls to that member’s super fund.

Other SG payment options?

Small Business Superannuation Clearing House
The Small Business Superannuation Clearing House is a free online super payments service provided by the ATO that helps 
small businesses with 19 or fewer employees meet their super guarantee obligations.

https://www.ato.gov.au/Business/Employers-super/In-detail/Small-Business-Superannuation-Clearing-House/

This service assists small business as follows:

• Allowing you to make one secure electronic transaction and the ATO distributes the super contributions to your employees’ 
nominated super funds.

Using the clearing house minimises the time and paperwork involved in paying contributions to numerous super funds

The clearing house only assists with distributing the contributions to each employees’ nominated fund, it cannot 
accept contributions if you do not supply the name of the fund.

The ATO might know if you paid contributions late!

 

https://www.ato.gov.au/Business/Employers-super/In-detail/Small-Business-Superannuation-Clearing-House/


Superannuation and the SuperStream
 
The Government’s SuperStream initiative takes effect from 1 July 2014 and mandates the way employers 
pay their employee’s superannuation contributions.
 
Under SuperStream, employers will be required to make super contributions on behalf of their employees by 
submitting data and payments electronically in a single transaction.
  
The main benefit for employers will be a single channel for remitting Superannuation Guarantee (SG) contributions to multiple super 
funds that have arisen since the introduction of “Choice of Fund” for employees.
   
For employees, it will mean faster processing of contributions and roll-overs and will help reduce the number of lost super accounts 
and unclaimed monies by using the Tax File Number system.

Is SuperStream Compulsory?

Yes, all employers who are required to pay SG contributions of 9.5% must use SuperStream.

What type of employer are you?

There is to be a staggered implementation of SuperStream. Medium to large employers will be first, followed by small employers.  If 
on 1 July 2014 you have:
• 20 or more employees*, you are a medium to large employer.
• 19 or fewer employees*, you are a small employer.

*includes both full-time and part-time or casual employees on your payroll at 1 July 2014.
 
Medium to large employers
Employers with 20 or more employees as at 1 July 2014 are required to comply with the SuperStream standard by 1 July 2015, 
representing a 12 month “transitional period” to ensure their payroll systems are adapted to the new reporting and paying 
requirements.

Small employers
Similarly, employers with less than 20 employees as at 1 July 2014 will have a “transitional period” from 1 July 2015 until 1 July 
2016 to fully comply with the SuperStream requirements.

The ATO may also extend the compliance date out to 30 June 2017 for employers who experience difficulty but are genuinely trying 
to comply.

Important action items now!

• Am I a small or medium to large employer?
Even with this delayed implementation, the measurement of “small employer” or “medium to large” employer must be made 
as at 1 July 2014.  An employee includes both full-time and part-time or casual employees on your payroll as at 1 July 2014.  All 
employers should ensure they have sufficient payroll or employee information to substantiate their assessment of being a small 
or medium to large employer as at 1 July 2014, before too much time passes.

• Electronic Reporting
For medium to large employers, contact your payroll and accounting software provider as most already support the 
SuperStream functionality. Your default superannuation fund for employees will receive the SuperStream data and can also 
assist you.

How does an employer use SuperStream?
  
By 31 May 2014 each superannuation fund you contribute to for employees will be required to supply you with an Electronic Service 
Address (ESA), Australian Business Number (ABN) and bank account details of their fund to add to your payroll software. Your 
payroll and accounting software may already support this SuperStream functionality.



Superannuation & the SuperStream

Can I continue to pay by cheque?
 
No. If a medium to large employer continues to send contributions by cheque after 1 July 2015, they will not be compliant with the 
standard and may face penalties. The ATO, who will be responsible for monitoring compliance with the new rules by employers, have 
however stated they will work with employers during the first 12 months before strict enforcement begins.

ATO Assistance:

• Fund Validation Service
A Fund Validation Service (FVS) is a free web service being developed by the ATO that will be available to employers from 1 July 
2014. This service will allow an employer to look-up or validate e-commerce details of a superannuation fund chosen by an 
employee.

  
• Small Business Superannuation Clearing House

For small businesses (less than 20 employees) without sophisticated payroll systems, the ATO will provide a Small Business 
Superannuation Clearing House to receive and distribute contributions.

• You can read more about your SuperStream obligations on the ATO Website here:
  

http://www.ato.gov.au/Super/Data-standards/In-detail/Contributions/The-Data-and-Payment-Standard-simplifying-employer-
contributions/

 

MySuper – Choosing a Superannuation Fund  

All employers must choose a fund

• It is your obligation as an employer when starting your business to choose a default fund to receive your employee’s SG 
contributions.

• You must choose a default superannuation fund that is “MySuper” approved. MySuper is a Government mandated standard for 
large superannuation funds to comply with, if they want to continue to receive Superannuation Guarantee contributions from 
you as an employer.

Age Range Minimum life 
insurance cover

20 to 34 $50,000
From 35 to 39 $35,000
From 40 to 44 $20,000
From 45 to 49 $14,000

From 50 to 55 $7,000
56 or older Nil

MySuper products have a simple set of features, regardless of who provides 
them. They will also ensure members do not pay for any unnecessary 
features they do not use.

MySuper funds also provide a minimum level of insurance cover in the event 
of the member’s death.

It is not up to each employee to tell you which fund they want you to 
contribute to, although they do have a choice. You must have a MySuper 
product chosen as soon as you begin to employ people.

• You can check if a superannuation fund is a “MySuper” compliant fund by 
asking that fund, or the ATO website can direct you:

https://www.ato.gov.au/Business/Employers-super/In-detail/FAQs/Super-
reform---questions-and-answers-for-employers/?page=3

http://www.ato.gov.au/Super/Data-standards/In-detail/Contributions/The-Data-and-Payment-Standard-simplifying-employer-contributions/
http://www.ato.gov.au/Super/Data-standards/In-detail/Contributions/The-Data-and-Payment-Standard-simplifying-employer-contributions/
https://www.ato.gov.au/Business/Employers-super/In-detail/FAQs/Super-reform---questions-and-answers-for-employers/?page=3
https://www.ato.gov.au/Business/Employers-super/In-detail/FAQs/Super-reform---questions-and-answers-for-employers/?page=3


Choice of Fund

New employee? – Choice Form within 28 days

Any new employees you take on must be offered a “Choice of Fund” in writing within 
28 days of their commencement.

As the employer, you must nominate the MySuper “default fund” that will receive their 
Superannuation Guarantee contributions, unless they exercise a choice.

On receipt of a completed form, you are required to implement the employee’s choice 
of fund within 2 months.

If an employee does not return the choice form or waives their right to choose a fund 
then you must contribute their 9.5% to the default MySuper fund.

If an employee makes a choice of fund of their own, it does not have to be a 
MySuper product.

It is your obligation when starting your business to choose a default fund to 
receive SG contributions, if the member does not provide you with a choice of 
fund.  Many workers will already have a fund, but you still must have a MySuper 
default fund, and give them a choice form.

More information:

ATO: http://www.ato.gov.au/Business/Employers-super/In-detail/Choice-of-super-fund/Choice-of-super-fund---meeting-your-obligations/

Superannuation Guarantee – Record Keeping 

What records do I need to keep?
 
Your Superannuation Guarantee records must be in English and kept for at least five years. You must keep records that show you’ve 
met your obligations, including:

1.    Choice of Fund:

a)  records showing the Standard choice form has been provided to all eligible employees
b)  details of employees who do not have to be offered a choice of super fund
c)  receipts or other documents issued by the super fund showing you have made super contributions to an employees’ chosen 
fund
d)  records confirming your employer-nominated default fund is a MySuper product.

2.    Superannuation Guarantee Contributions:

a)  records showing the amount of super you paid for each employee
b)  any documents that helped you calculate the amount of super you paid.
c)  contribution return forms and correspondence to and from super funds
d)  if you were required to lodge a Superannuation guarantee charge statement - quarterly, you must also keep records of how

you worked out the amounts.
 

A penalty of up to $3,300 for an individual and $16,500 for a corporation applies for failing to keep records.

http://www.ato.gov.au/Business/Employers-super/In-detail/Choice-of-super-fund/Choice-of-super-fund---meeting-your-obligations/


“Salary Sacrifice” – voluntary super contributions by employees 

Employees may sometimes ask you to pay part of their gross wages to their superannuation fund, over and above the compulsory 
9.5%.

Superannuation contributions are tax deductible. Voluntary contributions from pre-tax salary or wages are called “salary sacrifice” 
contributions, since the employee forgoes receiving part of their pay as wages.

As an employer, salary sacrifice contributions are equally as tax deductible as wages would have been, so you are otherwise not 
disadvantaged.

Tips & Traps

A written agreement must be made between the employer and the employee prior to the work actually be performed (earned) 
e.g. on 1 July each financial year.

As a business owner you are not compelled to offer a choice for an employee to make salary sacrifice contributions. Many 
employers offer salary sacrifice to assist their employees with their retirement planning. However, provided you make the 
compulsory SG of 9.5% that is your only obligation. 

If you do offer salary sacrifice, be aware that employees have a concessional contribution cap based on age.

Concessional (tax deductible) contributions

Financial Year Age 50 & Over Under age 50
2014/2015 $35,000 $30,000

An employees’ concessional contribution cap is the amount that your employer can contribute to superannuation on your 
behalf, including the 9.5% compulsory Superannuation Guarantee.  This cap also applies to self employed persons or those 
otherwise entitled to a personal tax deduction for super contributions.

If this cap is exceeded, there can be adverse tax consequences for the employee, however even if it is exceeded, the 
employer can still claim the tax deduction. 

Be careful managing the expectation of who is monitoring contributions against the cap. Many employees think the employer 
should but this is not correct, even though you may be in a better position to do so.

Monitoring these contribution caps for each employee can be administratively difficult and can be costly to your business.

Reportable Employer Superannuation Contributions (RESCs)

Employers are required to disclose on each employee’s annual PAYG Payment 
Summary, any “salary sacrifice” superannuation contributions made on behalf of 
employees, including working directors.

Reportable Employer Superannuation Contributions or “RESCs” are superannuation 
contributions paid by an employer that are in excess of the 9.5% compulsory 
Superannuation Guarantee amount.

Salary sacrifice superannuation contributions are those which an employee has 
negotiated with the employer to be withheld from their gross “pre-tax” salary 
package and paid to a superannuation fund.

It is very important that where an employer has paid contributions in excess of the 9.5% Superannuation Guarantee on behalf of 
an employee, that only this excess amount is reported as RESCs on the PAYG Payment Summary.



RESCs; continued/-

Tips & Traps

Simply reporting the whole amount of an employee’s superannuation contributions (including the 9.5%) could result in the 
employee being disqualified from certain Government allowances, paying excess child support or denied personal deductions for 
superannuation contributions.

By not reporting RESCs at all, the employee may be later forced to repay government benefits or income tax.

Reporting on RESCs on each PAYG Payment Summary is compulsory for all employers and penalties apply for incorrect reporting 
or omissions.

You should ensure that you payroll systems or in-house accounting facilities are aware of the RESC disclosure requirements on 
PAYG Payment Summaries. 

Some other SG tips & traps 

• Why the ATO can’t help you if you don’t pay employee’s Super Guarantee

The ATO is tasked with regulating each employer’s compliance with the Superannuation Guarantee.

While the ATO has much discretion on how to recover tax debts from individuals or businesses, it has no such power to be flexible 
on recovery of SG contributions from an employer who has not paid superannuation contributions. 

When a business is suffering cash flow problems, often payment of SG contributions is the first expense to be delayed. 

If your business has a cash flow problem, it may better to ensure superannuation contributions are paid, then try to negotiate a 
repayment plan with the ATO for other obligations like business tax instalments and GST remittances. 

Often businesses do exactly the opposite by not paying SG, leaving the ATO unable to help them.

• ATO Superannuation Guarantee Audit – is your business ready?

ATO Audits of SG usually require you to produce records for 5 financial years.

As well as calculations for employees, you will need to show calculations for contractors under the “expanded definition” of 
employee (see above).

The ATO conducts SG audits of employers each year. A very high percentage of those ATO audits are a result of an 
employee complaint about their superannuation not being paid on time, or at all.

Disclaimer:

These notes contain factual information concerning the taxation and compliance implications of certain superannuation matters. The notes are 
intended as a guide only and may not apply to circumstances of particular individuals, companies or businesses. Do not act on the contents of 
these notes without first obtaining specific advice from a qualified tax or legal professional about your particular circumstances.

The Corporations Act 2001 deems superannuation funds and MySuper funds to be “financial products” and may consider a recommendation to 
contribute to a fund to be financial product advice as defined by that Act.  

We are not licensed to give such advice. You should consider taking advice from an AFS License holder before making a decision on any financial 
product.  Hanrick Curran Group and its associates hereby disclaim any responsibility for persons relying in whole or in part on these notes and the 
information presented herein.  

Liability limited by a scheme approved under Professional Standards Legislation
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