Example Agency


9.1
SALARY PACKAGING
Policy

Example Agency have implemented this policy to ensure that arrangements for departmental officers utilising salary packaging are efficient and equitable.

These guidelines provide a practical overview of responsibilities and administrative arrangements applicable to all parties in relation to salary packaging. 

Responsibilities and Accountabilities

The primary responsibilities and accountabilities in relation to salary packaging rests with the:

· Assistant Manager Human Resource;

· Banking Officer;

· Accountant; 

· Employee utilising Salary Packaging; and

· Salary Packaging Providers.

Assistant Manager Human Resource

Assistant Manager Human Resource has responsibility to:

· advise employees of the details of the relevant salary packaging providers including contact details and where to locate appropriate information; 

· as the nominated ‘salary packaging contact officer’ in the Department:

· sign the ‘letter of offer’ to employees to commence salary packaging;

· direct employee enquiries to the salary packaging providers; 

· ‘sign-off’ on fully novated leases on behalf of the Agency;

· provide the following to each employee wishing to participate in salary packaging:

· information on salary packaging in the ACT Public service, including the ACT Public Service Salary Packaging Policy and Procedures;

· an ‘Offer of Salary Packaging/Agreement’, including a signed ‘letter of offer’;

· advise the nominated salary packaging provider of the fortnightly pay date from which any salary packaging will commence and details of how to access the dedicated ‘salary packaging account’ managed by Corporate Finance;

· this occurs after the salary packaging provider has advised details of the amount of salary to be withheld (which is to be transferred into the Agencies salary packaging bank account) and the FBT liability (if any);

· in the event that an Agency recruits an employee from another ACT Public Service Agency who is currently salary packaging, it is the receiving Agency’s responsibility (in conjunction with the employee) to:

· advise employee’s of their eligibility to undertake salary packaging; 

· ensure the employee has ceased salary packaging with the losing Agency and to assist them to re-commence salary packaging;

· agencies will need to issue a new ‘letter of offer’, re-sign novated lease arrangements and re-establish deduction authorities;

· notify the Banking Officer of any variations to salary packaging arrangements including:

· commencement of new salary packaging agreements;

· cessation of salary packaging agreements; or

· any contribution variation to an existing agreement i.e. packaging of additional items; and

· immediately notify the relevant salary packaging provider, details of any staff who are currently salary packaging with the Agency and who are leaving the ACT Public Service.

Banking Officer 

The Banking Officer has responsibility to:

· maintain the Departments’ salary packaging bank accounts; 

· monitor all incomings and outgoings of the Departments’ salary packaging bank accounts and perform monthly reconciliation of accounts, ensuring information corresponds to advice provided by the relevant salary packaging provider and human resources; and

· direct employee enquiries to the relevant salary packaging provider.

Accountant

The Accountant has responsibility to:

· reconcile Input Tax Credits claimed by the Department on behalf of the employee and credit the employee through their salary packaging account.  Reconciliation is performed twice a year in January and July;

· at the end of the FBT year reconcile each individuals’ salary packaging account and ascertain whether salary packaging contributions have met the employees FBT liability.  The employee will be requested to contribute additional funds in the event of a shortfall;

· perform reconciliation of individuals’ salary packaging account on movement between Agencies or cessation of salary packaging agreement.  Arrange for any residual funds to be returned to the employee via the salary packaging provider; and

· direct employee enquiries to the relevant salary packaging provider.

Employee utilising Salary Packaging 

Employees have a range of imposed responsibilities with salary packaging and are required to take a proactive role in the packaging administration themselves.  In particular employees are responsible for:

· familiarising themselves with the salary packaging information provided;

· obtaining financial advice from a qualified financial adviser accredited by a recognised professional association, on options for their salary package;

· providing the financial adviser with accurate information in order to obtain the best options for their salary package;

· employees will need to take the ‘letter of offer’ with them to their financial adviser as proof that the employer has agreed to allow them to salary package and it also states the maximum level of salary which is available for packaging;

· reviewing carefully all salary packaging options/reports provided by the financial adviser;

· on choosing to proceed with salary packaging, ensure that their financial adviser signs and forwards the completed Salary Packaging Information Form, and any other appropriate documentation, to substantiate the elected package items, expenses and a copy of the relevant option report to the salary packaging service provider on behalf of the employee.  Any incomplete documentation will be returned to the financial adviser for attention;

· getting the novated lease signed by the  Assistant HR Manager if they choose to package a vehicle, which allows the arrangement to commence and negotiating with the salary packaging provider regarding details of when they can pick up their leased motor vehicle;

· all costs associated with the use of the salary packaging provider and any FBT liability (if applicable);

· to notify the salary packaging service provider immediately of any change in their circumstances, such as:

· movement to another ACT Public Service Agency;

· the employee must formally (in writing) cease salary packaging when they leave the losing Agency and re-commence salary packaging with the gaining Agency;

· the employee must take with them to the gaining Agency, their personal salary packaging details which will be supplied by the salary packaging service provider on cessation of salary packaging; and

· employees should note that there maybe an additional fee to re-commence salary packaging levied by the salary packaging service provider;

· personal reasons which may affect the salary packaging arrangements;

· leave without pay;

· termination of employment with ACT Public Service;

· ensuring that sufficient funds are always in their salary packaging account to enable all commitments, including FBT liability to be met.  In particular employees will need to ensure there are adequate funds in their package balance to sustain any period of LWOP or LSL/Recreation leave at half-pay.  If the salary packaging funds from salary deductions are insufficient, the employee will need to make other arrangements such as terminating the lease or suspending superannuation contributions; and

· directing any queries about salary packaging and associated issues such as superannuation, taxation and administration to an accredited financial adviser or the nominated salary packaging provider for advice and clarification.

Salary Packaging Providers

Salary packaging service providers are responsible to ensure all documentation conforms to the Australian Tax Office guidelines and rulings, as amended from time to time. In particular, any fully novated lease arrangements must conform to current Tax Determinations or as amended.

The salary packaging service provider’s major functions are:

· payment of salary package bills; 

· provision of reports for agencies and employees;

· storage and compliance of all information for FBT audit purposes; and

· attending to employee enquires relating to their salary package.
In particular the salary packaging service provider has responsibility to the employee to:

· send a schedule confirming the salary package payment details/instructions to the employee, once the Form (to commence salary packaging) has been forwarded by the financial adviser to the salary packaging service provider;

· contact the employee to arrange an interview with a financial provider (i.e. bank, finance company etc) and negotiate the selection of a motor vehicle (if a fully novated lease is required); 

· finalise arrangements for the fully novated lease of a vehicle (as required):

· the salary packaging service provider is responsible to ensure ‘pick up and deliver’ of any vehicle in the ACT or Capital region and that any ‘option up’, repairs or maintenance are carried out locally;

· the Financial Provider, or Motor Vehicle Dealer, is responsible for contacting the employee regarding details of when they can pick up their leased motor vehicle;

· pay package expenses; 

· make payments either directly to the service provider, or to the employee if the employee has already paid the account and requests reimbursement;

· undertake to make cheque payments and reimbursements within 48 hours of receiving an employee’s Claim Form, subject to the employee having sufficient package funds available to enable the payment; 

· in the event that an employee, who is currently salary packaging, moves from one ACT Public Service Agency to another ACT Public Service Agency, the salary packaging service provider will:

· once advised by the employee that they are changing Agencies, cease the employee from salary packaging arrangements; and

· provide the transferring employee with copies of their personal information in relation to salary packaging, eg novated lease, letter of offer and FBT return within two working days of the request.
Additionally, the salary packaging provider has responsibility to the Agency to:

· notify that the employee has undertaken a financial consultation (unless the Chief Executive or delegate has agreed that such advice need not be sought);

· advise the amount of non-cash salary the employee wishes to include in their package and the amount to be withheld for future FBT payments;

· perform an administrative service to employees of the Agency for salary packaging purposes;

· this includes providing a dedicated contact officer for employee enquiries;

· provide accurate information and reports on employee’s salary packaging and FBT liabilities;

· this includes transferring employee salary packaging information between other salary packaging service provider should the occasion arise, such as employees transferring between Agencies;

· perform a monthly reconciliation of employee salary packaging accounts and FBT returns;

· provide a consolidated yearly reconciliation report containing all employee salary packaging details and correct FBT liabilities;

· these reports must be available in a timely manner to ensure the Agency can lodge any outstanding FBT returns before the end of the FBT year; and

· deliver reconciliation reports of employees who terminate their employment with the ACT Public Service within 5 working days of the request by the Agency.

Non Compliance

Non compliance with these procedures may result in Example Agency not meeting its contractual and reporting obligations with regards to salary packaging.  Furthermore, failure to comply with these procedures may result in Example Agency not meeting its legislative responsibilities pertaining to Fringe Benefits Tax.

Consequently, any failure to follow these procedures will be taken seriously and may result in disciplinary action.

Target Users

These procedural rules are primarily for staff with responsibility for the administration of salary packaging and staff who are in receipt of a salary packaging benefit.

Procedures

The following procedures are addressed by this guideline:

· how salary packaging works;

· who can salary package;

· salary packaging providers;

· what can be salary packaged;

· ceasing salary packaging;

· Fringe Benefits Tax implications;

· Goods and Services Tax implications;

· disclaimer

How Salary Packaging works

Salary packaging arrangements allow employees alternate ways of being paid.  Employees may choose to take their remuneration package as cash salary on which PAYG tax is payable, or alternatively they may select a combination of cash salary and remuneration benefits to suit their individual needs, which the employer will pay on their employees behalf.  For example, the payment of a novated lease and running expenses associated with a motor vehicle, a laptop computer or supplementary superannuation expenses may be packaged.  There is no PAYG tax payable on these benefits when salary is packaged.  However, it must be noted that certain items when salary packaged do have Fringe Benefits Tax implications.

Who can Salary Package

Voluntary access to salary packaging is available to all employees of Example Agency in accordance with policies and procedures issued by the Commissioner for Public Administration.  Each employee who wishes to take advantage of salary packaging is required to obtain independent financial advice unless the Chief Executive agrees otherwise.  This advice must be obtained from a suitably qualified independent financial adviser accredited by a recognised professional association, eg the Financial Planning Association.  Costs associated with this advice are payable by the employee.  Not all employees will benefit from salary packaging, and employees are under no obligation to participate in salary packaging arrangements.

Salary Packaging Providers

Example Agency currently has three salary packaging service providers; they are Salary Packaging Services Australia Pty Ltd, McMillan Shakespeare Australia Pty Ltd and Totalcare Industries Ltd.  The service providers will charge each participating employee an annual fee for administering their package.  Any direct costs associated with providing salary packaging shall be a cost to the employee.

What can be Salary Packaged

Employees are allowed to salary package a number of items.  The items most commonly packaged by Agency employees include motor vehicles, contributions to a private superannuation fund, laptops and personal computers.  A comprehensive list of items that may be included in salary packaging arrangements for ACT Government employees is included in the ACT Public Service Salary Packaging Policy and Procedures document.

Employees are allowed to package up to a maximum of 50% of their pre-tax salary as non-cash items.

Ceasing Salary Packaging

Employees can decide to cease or amend their packaging arrangements at any time.  On ceasing a packaging arrangement, the final payment to the employee cannot be made until the package has been reconciled and all necessary documentation is received and actioned.  Employees who decide to terminate their motor vehicle package should be aware of all the implications when they terminate their novated lease earlier than the agreed lease period.  These details are defined in the novated lease document.

Fringe Benefits Tax (FBT) Implications

The FBT year operates from 1 April to 31 March.

Certain items when salary packaged will attract FBT, while other items will be exempt.  Essentially salary packaging is a system by which benefits are provided by the employer but paid for by the employee through pre-tax salary.  When paying for such benefits the employee substitutes the FBT applying to the item for the income tax that would have been payable on the pre-tax salary.  FBT is payable by employers and is assessed on the value of the fringe benefits provided to employees.  As salary packaging is to be provided at no cost to the employer the employee is required to meet any shortfall, if any, in their FBT contributions made under salary packaging arrangements.  This will be determined via reconciliation at the end of the FBT year.

Any fringe benefit, as defined by the Fringe Benefits Tax Assessment Act 1986, is required to be grossed up and shown on individual Payment Summaries at the end of each financial year.

Employees are permitted to use the Employee Contribution Method, as part of their salary packaging arrangements, which involves the employee making a contribution in after tax dollars to reduce the taxable value of the fringe benefit.

Goods and Services Tax (GST) Implications

Salary packaging service providers include GST in their fee and some salary packaged items will attract GST.  Under a salary packaging arrangement, entitlement to a Goods and Services Input Tax Credit may arise.  Input Tax credits are to be claimed by the employer and credited to the employee through their salary packaging account.

Disclaimer 

No employee considering undertaking salary packaging should act on the basis of any matter contained in this document without consideration, and if necessary, only after taking appropriate legal, financial, tax and other professional advice based on each employee’s particular circumstances.  Please be aware that Example Agency staff are not able to provide financial advice on salary packaging matters, their function is entirely administrative, and individuals must seek their own professional financial and tax advice from external parties.
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