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Changes to 9% Superannuation Guarantee

From 1 July 2008, the definition of ordinary time earnings will
apply to all employer contributions in the calculation of the 9%
contribution level.

Ordinary time earnings

Ordinary time earnings (OTE) are generally defined as what an
employee earns for ordinary hours of work including:

— over-award payments;
— shift loading;

— allowances;

— commissions.

It excludes things which do not have a link to ordinary hours of
work such as overtime and discretionary bonuses.

Most employees have OTE as their earnings base for the
purpose of calculating superannuation contributions. However
some employees have other earnings bases that may be
contained in:

— an industrial award;
— an existing agreement they have with their employer;
— a fund's trust deed; or

— Commonwealth, State or Territory law.

n the past an employee may have been be paid lower super
contributions (as a proportion of total remuneration) when
compared with another employee in similar circumstances, with
an different employer. However, from 1 July 2008, the earnings
base is standardised to OTE for all employees under the
Superannuation Guarantee (Administration) Act 1992. As a

result, all employers are required to use a notional earnings
base which is at least equivalent to OTE.

What needs to be done?

— Review the earnings base for all employees to ensure that
you are calculating their contributions based on OTE.

— Update your software and payroll systems to reflect changes
from 1 July 2008.

— Implement a strategy to inform your employees of possible
changes to their superannuation contributions.

If you are currently using a different earnings base which would
result in paying super guarantee of less than 9% of OTE, you
will need to increase this amount to meet the minimum
requirements and avoid the super guarantee charge.

Example

Motor vehicle company XYZ has been paying super
contributions under an award for its employees. The award
states that commission for sales people is excluded from OTE
as defined in the relevant award.

From 1 July 2008, motor vehicle company XYZ includes
commissions for its salespeople when working out super
guarantee contributions.

(Source: ATO)

More information

For more on the definition of OTE, refer to Tax Ruling 94/4
which can be found on the ATO website.
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