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SupplementaryExplanatoryMemorandum

Superannuation Guarantee Charge

General outline and financial impact
Theamendmentswill amendtheTaxationLaws
Amendment(Superannuation)Bill 1992to:

• extendthemeasuresin theBill which allow
superannuationcontributionsbasedon theearningsofa
‘standardemployee’to be acceptablefor superannuation

guaranteepurposesto applyto all employersmaking
contributionsunderindustrialawardsor lawsin place
prior to 21 August1991 (regardlessofwhetherornot
theemployerwascontributingatthattime).
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TaxationLawsAmendment(Superannuation)Bill 1992

Notional Earnings Bases

Summaryof proposed amendments
Purposeofamendments:Theproposedamendmentswill
extendtheapplicationof theexistingamendmentsin the
Bill which allowan employee’snotionalearningsbaseto be
basedon theearningsofa standardemployee.Theexisting
amendmentswill beextendedto employerswhowerenot
makingsuperannuationcontributionsprior to 21 August
1991 in accordancewith anawardor law, butwho arenow
makingcontributionsunderanawardor law which wasin
placeprior to that date.

Date ofeffect: 1 July 1992

Background to the legislation
TheBill containsamendmentsto removetherequirement
thatanotionalearningsbasebe relatedonly to theearnings
of theemployeein question.Thenotionalearningsbaseis
the level of earningsagainstwhichan employer’s
superannuationcontributionis comparedto workout the
actuallevel (ie thepercentage)of superannuationsupport
providedby anemployerfor an employee.

Wherean employerwascontributingforthebenefitof an
employeeprior to 21 August1991underan awardor law,
andtherequisitesuperannuationcontributionunderthat
awardor law wasbasedon theearningsof a memberof a
classof employees~thestandardemployee’),theBill
providesthatthenotionalearningsbasefor employeeswill
be theearningsof thestandardemployee.[Clause78]

In additiontheBill containsa furtheramendmentto address
caseswheretherequisitesuperannuationcontributionunder
anindustrialawardis a flat dollarcontribution. In those
circumstancestheBill providesthatif:

theemployerwascontributingfor anemployeeprior to
21 August1991 in accordancewith the industrialaward;
and
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SupplementaryExplanatoryMemorandum

thatflat dollarcontributionwasrequiredto beincreased
automaticallyastheearningsofa memberof aclassof
employees(‘the standardemployee’)increased;

thenthenotionalearningsbasefor employeeswill bethe
earningsof thestandardemployeewhichareusedto
increasetheflat dollarcontribution. [Clause80]

Explanation of proposed amendments

Amendment1: NotionalEarningsBases- employernot
confributingprior to 21 August1991

Thefirst amendmentwill extendtheamendmentto bemade
by Cause78 of theBill.

Theamendmentmadeby Clause78 allows anemployee’s
notionalearningsbaseto be basedon theearningsof a
standardemployeeif theemployerwascontributingprior to
21 August1991underanindustrial awardor law which
specifiedtherequisitecontributionbasedon theearningsof
a standardemployee.

The amendmentnow proposedwill extendthis measureto
applyto anyemployerwhomakesacontributionin
accordancewith anawardor lawwhichwas inplaceprior
to 21 August1991 (eventhoughtheemployerwasnot
makingcontributionsfor an employeeat that time).

Theamendmentoperatesby assumingtheemployerhad
madeacontributionfor anemployeeprior to 21 August
1991. If the awardor law wasin placeat thattimeandthe
requisitecontributionundertheawardor law wasbasedon
theearningsof a standardemployee,theemployerwill
satisfysection13 of theSuperannuationGuarantee
(Administration)Act (theAct). Accordingly,the earnings
of thestandardemployeewill be thenotionalearningsbase.
[Newsubsection14(2A)J

Essentially,theeffectof theproposedamendmentwill be
that newemployersmakingcontributionsfor anemployee
in accordancewithan awardor law in placeprior to 21
August1991,wheretheawardor law requiredthe
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TaxationLawsAmendment(Superwmuation)B1111992

contributionfor theemployeetobebasedon theearningsof
astandardemployee,will beableto usetheearningof the
standardemployeeastheemployee’snotionalearningsbase.

Example

Assumeanawardin placeprior to 21 August1991required
an employerto makeacontributionfor all driversof an
amountequalto 4%oftheearningsof a Grade1 driver. An
employerwhocontributesin accordancewith that award
wouldhaveanearningsbasefor all driversequalto the
earningsof theGradeI driver. This is thecase,regardless
of whentheemployerfirst commencedmaking
contributionsundertheaward.

Amendment2: Consequentialamendments

Formersubsections23(2)and23(9)havebeenremovedand
replacedwith newsubsections23(2)and23(9). Theonly
differencebetweenthenewandold subsectionsis thatthe
newsubsectionscontainreferencesto lawsof akind
referredto in paragraphs13(1)(ab)or 14(1)(ab)oftheAct.

Thisamendmentis aconsequentialamendmentarisingfrom
amendment1 above.

Amendment3 : NotionalEarningsBases- flat dollar award
superannuationcontributions

Thethird amendmentwill amendnewsection25Aso thatit
appliesto anemployerwho is makinga flat dollar
superannuationcontributionin accordancewith an
industrialawardinplacepriorto 21 August1991,butwho
wasnotsocontributingprior to 21 August1991 in
accordancewith theindustrial award.

Essentially,theamendmentappliesto newemployerswho
werenot makingsuperannuationcontributionsprior to 21
August1991,butwho arenowmakingcontributionsin
accordancewith an awardin placeat thattime. If this is the
caseand:
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• theawardrequireda flat dollarcontributionto bemade
for anemployee;and

• thatflat dollaramountwas,andstill is, requiredto be
increasedautomaticallyastheearningsof amemberof a
classof employeesCthestandardemployee’)increase;

thenthenotionalearningsbasefor theemployeeis the
increasedearnings(‘the adjustmentearnings’)of the
standardemployeewhichareusedto adjusttheflat dollar
contribution. [Newsubsections25A(2)and(3)]

An awardin placeon 21 August1991whichdid notcontain
arequirementthat theflatdollarcontributionbeincreased
in accordancewith theearningsof astandardemployee,is
notcoveredby section25A. Newparagraph25A(2)(b)
requiresan awardhavingan adjustmentearningscomponent
to havebeenoperativeimmediatelybefore21 August1991
for thesectionto apply.

Theamendmentalsoprovidesthatif anawardis amended
after20 August1991 in suchaway thatthe employee’s
notionalearningsbaseis reduced,theemployerwill no
longerbeableto usethatnotionalearningsbase. In such
casestheemployerwill beforcedto determinethenotional
earningsbaseundertheexistingprovisionsof theAct as
thoughnosuperannuationsupportwasprovidedprior to 21
August1991. [Newparagraph25A(2)(b)]

Thismeasurepreventsemployersreducingthenotional
earningsbasefor theiremployeesandstill makinguseof
thenewflat dollarawardcontributionprovisionsin
proposedsection25k

Theamendmentalsoensuresthattheemployeris not
expectedto provideexcessivesuperannuationsupportby
limiting thenotionalearningsbaseto a maximumamount,
ie themaximumcontributionbase. Themaximum
contributionbaseis $40,000for thehalfyearly contribution
periodsin the1992-93yearand$20,000(indexed)for the
quarterlycontributionperiodsin lateryears. [New
subsection25A(4)]
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TaxationLawsAmendment(Superannuation)Bill 1992

Finally, theamendmenthasredraftedsubsections25A(3)
and(4)to makeit clearthatundertheflat dollar award
contributionprovisionsin section25A, the notional
earningsbaseis theearnings(asincreasedfrom timeto
time)by referencetowhichadjustmentsaremadeto theflat
dollarcontribution.

Thedeemednotionalearningsbaseprovisionin section25A
assumesboth theemployeeforwhom theemployeris
contributingand thestandardemployeearefull time
employees.Wherethis is not thecaseanappropriate
adjustmentwould bemadeto thenotionalearningsbase.
For example,if an employeeis apart timeworker(working
20hoursperweek)andthestandardemployeeearnings
usedto determinetheemployee’snotionalearningsbaseis
basedon thefull timerate(say,40 hoursperweek),the
employee’snotionalearningsbasewill be reduced
proportionally. Thatis, theemployee’snotionalearnings
basewill behalfof thestandardemployee’searnings.

Amendment4: ApplicationDate

This amendmentensuresthat theseParliamentary
amendmentsapply from 1 July 1992.
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