Reduction in Salary for Superannuation – CSS
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THESE TRAINING NOTES ARE THE ARCHIVED TRAINING NOTES AND SHOULD ONLY BE USED IN SOURCING INFORMATION PRIOR TO 1 JULY 2003 AND CURRENT RULES.
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REDUCTION IN SALARY FOR SUPERANNUATION

Aims and Objectives

This course is designed to give personnel staff an understanding of how a reduction in salary for superannuation is calculated and reported for members of the Commonwealth Superannuation Scheme (CSS).

On completion of the course, participants should have a detailed understanding of the following:

· how to recognise when a reduction in salary for superannuation has occurred

· the treatment of salary sacrifice arrangements

· how to calculate the salary for superannuation after a reduction has occurred

· the treatment of recognised allowances following a reduction or loss

· the application of Average weekly Ordinary Times Earnings (AWOTE)


These notes are not a substitute for the Superannuation Act 1976 or associated Regulations.

As provisions change you will be advised by way of circulars and ComSuper News.  If you wish to continue to use these notes please ensure that you update them for any change.
Introduction

A salary reduction occurs at any point when the salary for superannuation purposes is lower than on the previous day.  

These reductions may occur: 

· on transfer to a lower position, 

· on transfer to a new agency on a lower salary,

· on loss of a recognised allowance, or 
· for temporary employees only, if they are re-engaged at a lower level either in that same or a different organisation and membership remains continuous.

· Member’s on flexible salary packages who enter into salary sacrifice arrangements.


A reduction does not occur simply because an allowance is lost - there has to be an overall reduction in salary for superannuation.
A salary reduction can still occur where the superannuation salary on the current birthday is higher than that received on the last birthday.


Salary for Superannuation following a salary Reduction

The rules in regard to calculating salaries for superannuation purposes following a salary reduction changed with effect 1 July 1990 and again from 1 July 2003. 

· Prior to 1 July 1990 the salary was frozen at the dollar amount being received.

· From 1 July 1990 to 30 June 2003 base salaries were updated to the current equivalent salary. Allowances were also updated to the current equivalent amount or by the same % increase as salary. (Transitional rules applied for the period 1 July 1990 to 30 June 1991).
· From 1 July 2003, the salary and allowances at the date of the reduction are updated by AWOTE. (Transitional rules apply for updating for the first birthday after 1 July 2003 for salary reductions that occurred prior to 1 July 2003).
NOTE:

Salary reductions for medical reasons which result in the payment of partial invalidity pension will be treated in exactly the same way as other reductions in respect of superannuation salary for contribution purposes.

UPDATING FROM 1 JULY 2003

UPDATING FOR BIRTHDAYS AFTER 1JULY 2003 FOR SALARY REDUCTIONS THAT OCCUR AFTER 30 JUNE 2003

Salary reductions that occur after 30 June 2003 are updated by AWOTE. 

1. The total salary and allowances for superannuation purposes at the date prior to reduction is divided by the last published AWOTE at the date of the reduction. 

2. These two figures are multiplied by the last published AWOTE at the member’s birthday or date of exit if applicable.

3. The new updated salary is then compared to the member’s actual current salary for superannuation at the birthday.

4. The higher of the two is the member’s new salary for super.

5. When the actual salary for superannuation is higher then the updated salary, the actual salary is the new salary for super and the salary reduction rules cease to apply.

Example 1

( 
Member who had qualified for HDA, ceased HDA COB 10 August 2003 on the 3rd increment level of an APS4, $44,290.

(
The member’s birthday was 10 September 2003

(
The last published AWOTE at 11 August 2003 was 900.40

(
The last published AWOTE at the member’s birthday on 10 September 2003 was 921.00

CALCULATION FOR SALARY AT 10 September 2003



$44,290
X
921.00

            900.40



=
$45,303

Example 2

( 
Member who had shift allowance included in salary for super had a salary reduction due to a decrease in shift allowance on payday 31 July 2003. At the previous pay total salary for super $51,800 comprised a base salary of $42,000 and shift allowance was $9,800. 

(
The member’s birthday was 10 September 2003

(
The last published AWOTE at 31 July 2003 was 900.40

(
The last published AWOTE at the member’s birthday on 10 September 2003 was 921.00

CALCULATION FOR SALARY AT 10 September 2003



$51,800
X
921.00



 900.40



     =
  $52,985

NOTE: The salary prior to the reduction ($44,290 and $51,800 in the above examples) and the last published AWOTE at the day of the reduction (900.40 in the above examples) will stay constant each year. The only future variable will be the last published AWOTE at the member’s birthday or date of exit if applicable.

UPDATING FOR THE FIRST BIRTHDAY AFTER 1 JULY 2003 FOR SALARY REDUCTIONS THAT OCCUR PRIOR TO 1 JULY 2003
Updating for the first birthday after 1 July 2003 when the salary reductions occurred prior to 1 July 2003. 

1.
If the reduction has occurred after the last birthday but before 1 July 2003, you update the salary prior to the reduction by AWOTE.
2. The salary prior to the reduction is divided by the last published AWOTE at the day of the reduction and multiplied by the AWOTE last published at the member’s birthday or date of exit if applicable. (Refer examples 1 and 2 below).

3. If the reduction occurred prior to the last birthday before 1 July 2003, you update the imputed salary at that last birthday by AWOTE.

4. The imputed salary at the last birthday is divided by the last published AWOTE at the day after the last birthday and multiplied by the AWOTE last published at the member’s birthday or date of exit if applicable. (Refer examples 3 and 4 below)

5. The new salary is then compared to the member’s actual salary for superannuation at their birthday or date of exit if applicable

6. When the actual salary for superannuation is higher then the updated salary the salary reduction rules cease to apply.

The AWOTE Calculator under TOOLS on the employer website will help you with these calculations. http://employer.pss-css.gov.au For further information refer to page 15 Application of Average Weekly Ordinary Times Earnings (AWOTE)

Example 1

( 
Member who had qualified for HDA, ceased HDA on 2 February 2003 on the 2nd increment level of an APS3 ($38,000).

(
The agencies CA increased salaries by 3% on 10 March 2003.

(
This CA increase will have no effect on the 2003 birthday salary.

(
The salary at the date of reduction ($38,000) is updated by AWOTE.

(
i.e. divided by the last published AWOTE at 2 February 2003 (the day of the reduction) 879.40, and divided be the last published AWOTE at 10 September 2003  (the member’s current birthday) 921.00

CALCULATION FOR SALARY AT 10 September 2003

          $38,000
X
921.00



 879.40




= 
$39,798

Example 2

( 
Member who had shift allowance included in salary for super had a salary reduction due to a decrease in shift allowance on payday 15 January 2003. At the previous pay, total salary for super was $54,000 that comprised a base salary of $47,000 (3rd point APS 4) and shift allowance of $7,000. 

(
The member’s birthday was 22 October 2003.

(
The agencies CA increased salaries by 3% on 10 March 2003

(
This CA increase will have no effect on the 2003 birthday salary

(
The salary prior to the reduction, $54,000, is updated by AWOTE

(
i.e. divided by the last published AWOTE at 15 January 2003 (the payday of the reduction) 879.40, and divided be the last published AWOTE at 22 October 2003  (the member’s current birthday) 921.00

CALCULATION FOR SALARY AT 22 October 2003



$54,000
X
921.00



 879.40



      =
$56,554

Example 3

( 
Member who had qualified for HDA, ceased HDA on 2 February 2002 on the 3rd increment level of an APS4

(
At the members birthday on 20 August 2002 the current salary for the APS 4, 3rd increment point was $43,000.

(
The agencies CA increased salaries by 3% on 10 March 2003

(
This CA increase will have no effect on the 2003 birthday salary

(
The imputed salary at the last birthday ($43,000) is updated by AWOTE

(
i.e. divided by the last published AWOTE at 21 August 2002 (the day after that birthday) 866.80, and divided be the last published AWOTE at 20 August 2003  (the member’s current birthday) 921.00

CALCULATION FOR SALARY AT 10 September 2003

          $43,000
X
921.00



 866.80




= 
$45,689

Example 4

( 
Member who had shift allowance included in salary for super had a salary reduction due to a decrease in shift allowance on payday 10 December 2001 

(
At the member’s birthday on 2 October 2002, the imputed salary for super was $64,000 that comprised a base salary of $52,000 (2nd point APS5) and shift allowance of $12,000. The member’s salary needs updating for their birthday on 2 October 2003.

(
The agencies CA increased salaries by 3% on 10 March 2003.

(
This CA increase will have no effect on the 2003 birthday salary.

(
The imputed salary at the last birthday $64,000, is updated by AWOTE.

(
i.e. divided by the last published AWOTE at 3 October 2002 (the day after the birthday) 866.80 and divided be the last published AWOTE at 2 October 2003  (the member’s current birthday) 921.00

CALCULATION FOR SALARY AT 2 OCTOBER 2003



$64,000
X
921.00



 866.80



      =
$68,002

This updated salary is then compared to the member’s actual salary at their birthday or any other updated salary reduction point. The higher of the salaries is the member’s new salary for superannuation.

NOTE: You continue to update until the current salary is the higher salary. Until this occurs, the salary and the last published AWOTE used in the above calculations will stay constant each year. The only future variable will be the last published AWOTE at the member’s birthday or date of exit if applicable.

UPDATING FOR BIRTHDAYS PRIOR TO 1 JULY 2003 FOR REDUCTIONS THAT OCCURRED BETWEEN 1 JULY 1991 AND 30 JUNE 2003 

The following is a summary of the rules that must be applied for salary reductions that occurred between 1 July 1991 and 30 June 2003 for birthdays that occurred prior to 1 July 2003. Methods and examples for calculating Salary for Superannuation purposes following a reduction in salary between 1 July 1990 and 30 June 1991 are discussed separately.

· The salary level of the classification prior to the salary reduction is updated to the salary that would have been paid if the reduction had not occurred. Fixed rate allowances (e.g. First Aid Allowance) being received at the time of the reduction are updated to their current rate, and other allowances (e.g. shift) is increased by the same % rate by which the salary payable at the time of the reduction increased.  

NOTE: The increase in salary was only for general wage increases as received through certified agreements etc. It does not include incremental advancement.
Therefore:

· If the reduction occurred due to ceasing higher duties, the increment/salary level being paid at the date of ceasing higher duties must be updated to reflect the current salary or remuneration values.

· This updated salary of the higher duties classification is then compared to the members’ actual superannuation salary at their birthday. This may be basic salary plus other recognised allowances being received. The members’ salary for superannuation purposes is the higher of the two.

· If the salary reduction was due to the loss of an allowance such as First Aid Allowance the salary level of the classification at the date of reduction must be updated and First Aid Allowance would also be updated to the current value of FAA.

· If the salary reduction was due to the loss of shift allowance, the salary level of the classification at the date of reduction must be updated to the current value. Shift allowance is a variable amount and must be updated by the same % increase as the salary.

· The new allowance amount is added to the updated increment/salary level of the classification at the time of the reduction. This new total salary is then compared to the members’ actual superannuation salary at their birthday. This may be basic salary plus other recognised allowances being received. The members’ salary for superannuation purposes is the higher of the two.

· If a member suffers a salary reduction due to transferring to another employer, the current employer must contact the former employer to obtain the former employers current value of the increment/salary level of the classification and allowance, if applicable, at the date prior to the transfer.

· The legislation has always advised if there is no current equivalent for the former increment/salary level and/or allowance the pre reduction salary must be updated by AWOTE. This is discussed later in the module.

NOTE: You never add an allowance previously received to a current increment level if the allowance was not paid with that current increment level.


Therefore, a member who has a salary reduction due to the loss of a small allowance may never pay on a salary for super that includes the allowance. An incremental advancement may be greater than the previous updated increment level plus updated allowance.

However, if the member was on the top of the range they will have FAA included in salary for super until another allowance is recognised for superannuation purposes or they are promoted to a higher position.


The member will therefore pay contributions on a salary with FAA included until they are promoted or receive another allowance that satisfies the criteria.

Example 3 - SHIFT 

An APS3 ($32467 - 3rd increment) is acting APS4 ($36800 - 2nd increment) in a shift work position, with the shift allowance recognised as salary for superannuation, but not the HDA.  During the year, the member's highest shift allowance paid was $3900.   

On 3 August 1998, the member is promoted to APS5 with no requirement for shift work, on a salary of $39455.  Prior to the next birthday on 4 November 1998, there is a 3% National Wage Increase.

On the birthday, the member will contribute on the greater of:

Actual salary   = $40639 (ASO5 - bottom of the range + 3% NWC) or
Imputed salary = $37458  (APS3 -3rd increment + 3%) + (shift allowance of $3900 + 3%).  As the actual salary is higher than the imputed salary, contributions and benefits will be based on that actual rate.

Example 4 – Senior Officer Allowance

An APS6 on the top of the range had been acting SOGC for more than twelve months when the allowance ceased on 30 September 1992.

On the member's next birthday on 15 February 1993, contributions will be based on the SOGC salary + Senior Officer's Allowance.  Although this allowance only became payable to Senior Officers in December 1992 (i.e. after the member ceased to act as SOGC), the superannuation salary is determined as if the member had continued to occupy the SOGC position but did not receive increments.  From 23 June 1995, this arrangement changed and in reductions occurring after this date, only allowances payable at the time of reduction are able to be included.
Example 5 – Election to Reduce

A recently promoted APS4 is acting as APS5 ($42500) and the allowance has been recognised for superannuation purposes.   The HDA ceased on 3 May 1999, with the next birthday on 1 June 1999.  The member elects to reduce the salary for contributions on 3 August 1999.  Contributions and benefit cover will be reduced to the lower salary from 1 June 1999.

RULES THAT APPLIED FOR REDUCTIONS THAT OCCURRED BETWEEN            1   JULY 1990 AND 30 JUNE 1991

The rules for the treatment of salary reductions changed with effect from 1 July 1990, Reductions at that time had to be carefully examined to establish whether the new or old rules applied.

i)
Where the reduction occurred before 1 July 1990 and the member's birthday immediately following the reduction was before 1 July 1990.

──┼───────────────────┼──────────────────────┼──   

    
 Reduction

     
  
Birthday

        
        
1/7/90

In this case, the superannuation salary is the greater of: 

the superannuation salary frozen at the amount applicable on the day before the reduction,

or 

the current superannuation salary.


On subsequent birthdays, it would have remained at this figure until the member's actual salary was greater than $43700. 

	SUPERANNUATION HISTORY

	Birthday
	Salary
	Allowance
	Total

	1.6.90
	$32000
	$11700
	$43700

	1.6.91
	$35000
	$ 8700
	$43700

	1.6.92
	$37500
	$ 6200
	$43700

	1.6.93
	$41000
	$ 2700
	$43700

	1.6.94
	$44000
	-
	$44000


ii)
 If the reduction occurred after 30 June 1990, or before 1 July 1990 with the next   birthday being on or after 1 July 1990.
───────────┼────────────────────────┼────────





1/7/90


   


 Reduction

       ─┼─────────────────────┼─────────────────────┼──

Reduction



 1/7/90

 
                   
Birthday

13/12/89





        
                   
 21/8/90

In these cases, the rules introduced from 1 July 1990 for updating superannuation salary apply.  The salary used is the greater of the superannuation salary determined in the normal way and the imputed salary. 

· The imputed salary is what the superannuation salary would have been had the member's situation remained at the level it was on the day before the reduction.  

· For example, a member was an APS3 on the second increment at the time of reduction.  He/she will always be able to contribute at least on the salary applicable to an APS3 on the second increment.

Only allowances actually payable at the time of the reduction will be included in the imputed salary.

· It needs to be determined what the current salary payable to the member would have been if the reduction had not occurred, and the member had continued in the designation at the increment level applicable at the time of the reduction.  

· This applies regardless of whether the superannuation salary related to the member's own position, or a position the member was acting in.

· Any fixed rate allowances (e.g. First Aid Allowance) being received at the time of the reduction will be updated to their current rate, and other allowances (e.g. shift) will be increased by the same % rate by which the salary payable at the time of the reduction increases.  
Example 1

A member, APS5 ($32918 - 2nd increment), is acting APS6 ($37218 - 2nd increment) with $350 First Aid Allowance, when both recognised allowances cease on 24 June 1990.    On 1 July 1990 there was a 2% National Wage increase and a $30 increase in First Aid Allowance.    On the member's birthday, 1 September 1990, the member will contribute on the greater of:

Actual salary    = $33576 (APS5 2nd increment), or
Imputed salary = $38342 (APS6 2nd increment + 2% + FAA $380)

As the imputed salary is higher, contributions and benefits will be based on that amount, unless the member elects to reduce to $33576.
Salary Sacrifice

With the introduction of Australian Workplace Agreements (AWA’s) and Certified Agreements (CA’s) and the like within the public sector salary sacrifice arrangements have become more common and led to queries regarding salary for superannuation.

It was not intended that member’s salary for superannuation purposes would reduce by operation of salary sacrifice arrangements.

Therefore, if a member has an established basic salary and enters into salary sacrifice arrangements and sacrifices cash salary for other non-cash benefits the basic salary continues to be salary for superannuation purposes.

This has led to the statement that the superannuation salaries of staff will be unaffected by entering into salary sacrifice arrangements.  While this is true for members who have a basic salary established, there are situations where members could in fact find that their superannuation salary varies from what it would have been had the sacrifice arrangements not been entered into.

In the case of a member who has an AWA which specifies a total package payable and the member may elect to forgo cash for non cash benefits, there is no basic salary established in this arrangement until after determining non-cash benefits. Therefore, the taxable salary is salary for superannuation purposes.


However, the salary reduction rules must be applied if a current superannuation salary is lower than a previous higher superannuation salary.


This means that when looking at salary for super, the previous salary of $80,000 must be updated to the current equivalent or if a current equivalent no longer exists, the previous salary must be updated by AWOTE. (Refer to updating by AWOTE later in the module).
Member's Options on Superannuation Salary Reduction

Members may elect to contribute on the lower rate following a reduction in their superannuation salary.  

The election may be made up to three months after the birthday following the reduction (i.e. within the period commencing on the day of the reduction and ceasing three months after the next birthday).  An election to reduce submitted after the period allowed may be considered by the delegate within ComSuper.

Once members make such an election, their benefit will immediately be based on the lower superannuation salary. Therefore no CSS member should elect to reduce their salary for super without full knowledge of how the reduction will affect their superannuation entitlements. Members should contact ComSuper for advice.

Contributions will vary immediately if the new reduced salary is less than the salary applicable on the previous birthday.  

Where the new reduced salary is higher than the member's superannuation salary on the last birthday, the member's contribution will not change immediately, but will be based on the new lower salary from the next birthday.

Where the election is made in the three months after the next birthday, the superannuation salary is re-assessed at the lower rate from that birthday.  This will require a refund of contributions.

Members in receipt of a Partial Invalidity Pension who elect to pay contributions on their lower salary will continue to be entitled to benefits at the higher salary.  
Application of Average Weekly Ordinary Times Earnings (AWOTE)

From 1 July 2003 updating takes place through the application of AWOTE . However, there has always been instances have always arisen where it was impossible to determine a members updated current equivalent salary as positions ceased to exist or wage increases became dependant on performance criteria. The legislation has always recognised that these problems would arise and provides that, where it is not possible to determine the current equivalent of a former salary, that salary should be updated by Average Weekly Ordinary Times Earnings (AWOTE).  More precisely, the figure that is to be used is the preliminary Original Full-time Adult Ordinary Time Earnings that was published by the Australian Bureau of Statistics in publication 6301.1 and now published in 6302. 

For advice on AWOTE and the last published figures refer to the Rates and Formulas section on the Employer Administration Centre website at http://employer.pss-css.gov.au. To apply AWOTE you can use the AWOTE calculator under TOOLS on the employer website http://employer.pss-css.gov.au
The formula to be used in determining updated superannuation salaries using AWOTE is as follows:

Last salary prior to A
x       Last published AWOTE at date B
       
 Last published AWOTE at date of C

Where

A
=
the salary for superannuation on the day prior to the reduction or when it becomes no longer possible to establish a current value.

B
=
the last published quarterly AWOTE figure as at the date of calculation.

C
=
the past published quarterly AWOTE applicable at the date used in determining A

Where allowances are also to be update (i.e. a Partial Invalidity Pension or Compensation is paid due to the reduction in salary) AWOTE should also be used when the current equivalent can no longer be established.

Where the current updated salary for the former position cannot be established.

A member was receiving HDA (which was recognised as salary for superannuation as an SES officer ($78500) at the 1997 birthday (1/12/97). They ceased HDA on 1/2/98 and resumed duty as a Senior Officer B with a salary of $72000. With the introduction, on 1 April 1998, of Australian Workplace Agreements (AWAs) within the agency it is no longer possible to establish what the member would be receiving if they had continued in the SES position and so AWOTE must be used to establish the current value of the former SES salary.

1998 birthday salary for superannuation

$78500 (A)
x
735.4 (B)
=
$81205

710.9 (C)

A


Salary for superannuation where it becomes impossible to establish the updated current value of the former salary, ie as at 1/4/98 the introduction of the AWA.

B
735.4

Last AWOTE published prior to the 1998 birthday

C
710.9

Last AWOTE published prior to when it become impossible to establish the updated current value of the former salary). ie the introduction of the AWA on 1/4/98.

Benefit Salary Following Reduction
If a member continues to pay contributions on the higher salary, benefits will continue to be based on this salary.  However, if a member elects to pay on a lower salary, benefits will reflect this.

Members should not elect to reduce without being advised by ComSuper of the repercussion in regard to reduced benefits.

EXERCISES

Exercise 1
When can a member elect to contribute on the lower salary following a salary reduction?

Exercise 2

When are contributions adjusted after an election to reduce?

Exercise 3

A member receives First Aid Allowance ($450) for 6 weeks in 1998.  After the allowance ceases but before the next birthday, the allowance increases to $500.  

How much First Aid Allowance can be taken into account in assessing the salary on the birthday of 2 January 1999?
Exercise 4

An ASO3 ($30400) who has shift allowance recognised for superannuation, is promoted on 20 March 1999 to an ASO4 ($33900).  There is no requirement to work shifts, but the member is now in receipt of a First Aid Allowance of $450.  

The highest annual amount of shift prior to the promotion was $2400.  

There is a National Wage increase of 10% effective 1 July 1999. 

What is the salary for superannuation on the birthday 5 August 1999?

Exercise 5

An ASO 6 has been on Higher Duties Allowance as SOG C for 21 months continuously up to 2 April 1999.  

On what level would contributions be paid from the birthday on 4 April 1999? 

Exercise 6

An ASO3 ($32313) accepts a transfer on reduction from 3 April 1999, to ASO1 ($27243) to move to Western Australia.  

What is the salary for superannuation on the birthday 5 July 1999?
Exercise 7

A member is an ASO3 ($32313) top of range on 6 May 1998 birthday, and commences Higher Duties as an ASO4 ($33995) on 12 July 1998.  

On 1 December 1998, a Form S17A is signed, but the HDA ceases on 1 May 1999.  

What is the salary for superannuation on the birthday of 6 May 1999?
Exercise 8

Would the situation be any different if the S17A had not been signed?

Exercise 9
If the member retires on age grounds, what salary should the benefit be paid on?
	SALARY REDUCTIONS – COMPARISONS & SIMILARITIES BETWEEN CSS & PSS

	Date of Reduction
	Type of Reduction
	CSS
	PSS

	Prior to 1 July 1990 with next birthday prior to 1 July 1990
	All including reduction in basic salary, loss of HDA, 

loss of fixed rate allowances, and loss of variable rate allowances.
	Salary for superannuation will be the higher of:

Frozen pre-reduction salary & recognised allowances, 

AND

Salary & allowances actually being received.
N.B.  Election may be made to pay at the lower level.
	Salary for superannuation will be the higher of:

Frozen pre-reduction salary & recognised allowances, 

AND

Salary & allowances actually 

being received.
N.B.  Election may be made to pay on reduced salary up until the date of election to join the PSS.

	
	Example 1    Reduction in Basic Salary
APS6 ($50000) elects to transfer as an APS2 ($25000) 
	Frozen APS6 ($50000) or actual salary & recognised allowances being received 
	Frozen APS6 ($50000) or actual salary & recognised allowances being received

	
	Example 2    Loss of HDA
$20000 + $5000 (HDA) = $25000

APS2        APS4 (2nd increment)
	$25000 or APS2 (at current level)
	$25000 or APS2 (at current level)

	 
	Example 3    Loss of FAA
$20000 + $500   = $20500

APS2      (First Aid) 
	$20500 or APS2 (at current level)
	$20500 or APS2 (at current level)


	
	Example 4    Loss of SA 
$20000 + $8000       = $28000

APS2      (Shift)
	$28000 or APS2 (at current level)
	$28000 or APS2 (at current level)

	Prior to 1 July 1990 with next birthday after 30 June 1990 

OR

Reduction after 30 June 1990 with birthday before 1 July 2003

	All including reduction in basic salary, loss of HDA, loss of fixed rate allowances, and loss of variable rate allowances.
	Salary for superannuation will be the higher of:

Pre-reduction level updated for General Wage Increases (allowances being received at time of reduction also increased) AND

Salary and recognised allowances actually being received.
	Salary for superannuation will be the higher of:

Pre-reduction level updated for General Wage Increases (allowances being received at time of reduction frozen) AND

Salary & recognised allowances actually being received.



	
	Example 1:  Reduction in basic salary
APS6 ($50000) transfers to APS2 ($25000)
	Higher of:

Current value of APS6 

OR 

Salary & recognised allowances actually being received
	Higher of:

Current value of APS6 

OR 

Salary & recognised allowances actually being received

	
	Example 2:  Loss of HDA
$20000 +$5000(HDA)= $25000

APS2     APS4 (2nd increment)
	Higher of

Current value of APS4 (2nd increment) 

OR
Salary & recognised allowances actually being received
	Higher of:

Current value of APS4 (2nd increment)  
OR

Salary & recognised allowances actually being received

	
	Example 3:  Loss of fixed rate allowance e.g. First Aid Allowance

	Salary for superannuation will be the higher of:

The pre-reduction salary & allowances at current rates,

AND
The salary & recognised allowances actually being received 
	Salary for superannuation will be the higher of:

The pre-reduction salary at current rates and the frozen pre-reduction allowances,

AND
The salary and recognised allowances actually being received.

	
	Example

Was $20000 + $500 (FA) = $20,500
	Higher of:

Current value of APS2 pre-reduction level + current value of FAA,

OR
Salary & recognised allowances actually being received
	Higher of:

Current value of APS2 pre-reduction level + frozen (pre-reduction) FAA

OR
Salary & recognised allowances actually being received

	
	Loss of variable rate allowance e.g. shift allowance
	Salary for superannuation will be the higher of:

The pre-reduction salary & allowances updated for NWC,

AND
Salary & recognised allowances actually being received 
	Salary for superannuation will be the higher of:

The pre-reduction salary at current rates + the frozen pre-reduction allowance,

AND
The salary & recognised allowances actually being received.

	
	Example 
Was $20000 + $8000(SA)= $28000


	Higher of:

Pre-reduction salary & shift updated for NWC,

OR
Salary & recognised allowances actually being received.



	Higher of:

Pre-reduction salary updated for NWC and frozen pre-reduction shift allowance,

OR
Salary & recognised allowances actually being received


	Reduction prior to 1 July 2003 with next birthday after 30 June 2003

(If the reduction occurred in a previous birthday year, the same rules apply but in the CSS use the updated salary at the last birthday and AWOTE from the day after the last birthday instead of the date of reduction)
	All including reduction in basic salary, loss of HDA, loss of fixed rate allowances, and loss of variable rate allowances.
	Salary for superannuation will be the higher of:

Pre-reduction level updated by AWOTE (allowances being received at time of reduction also updated by AWOTE)

OR

Salary and recognised allowances actually being received.


	Salary for superannuation will be the higher of:

Pre-reduction level updated to 30 June 2003 by General Wage Increases and then updated by AWOTE from 1 July 2003 to the birthday. Frozen allowances then added (allowances being received at time of reduction frozen) 

OR

Salary and recognised allowances actually being received.



	
	Example 1 - Reduction in basic salary
APS6 ($55000) transfers to APS2 ($35000) on 15 January 2003. Birthday 10 October 2003
	Higher of:

$55,000 divided by the AWOTE at 15 January 2003 (879.40) multiplied by AWOTE at 10 October 2003 (921.00)

OR 

Salary & recognised allowances actually being received
	Higher of:

Current value of APS6 in former agency at 30 June 2003, divided by AWOTE at 1 July 2003 (900.40) multiplied by AWOTE at birthday on 10 October 2003 (921.00)

OR 

Salary & recognised allowances actually being received

	
	Example 2 - Loss of HDA on 15 January 2003. Birthday 10 August 2003
$30000 + $10000(HDA)= $40000

APS2     APS4 (2nd increment)
	Higher of:

$40000 divided by AWOTE at 15 January 2003 (879.40) multiplied by AWOTE at 10 August 2003 (900.40)

OR
Salary & recognised allowances actually being received
	Higher of:

Current value of APS4 (2nd increment) at 30 June 2003, divided by AWOTE at 1 July 2003 (900.40) multiplied by AWOTE at 10 August 2003 (900.40)
OR

Salary & recognised allowances actually being received

	
	Example 3 - Loss of fixed rate allowance e.g. First Aid Allowance on 20 October 2002. Birthday 14 August 2003

Example

APS 2 $30000 + $500 (FA) = $30500
	Higher of:

$30500 divided by AWOTE at 20 October 2002 (866.80) multiplied by AWOTE at  14 August 2003 (921.00)

OR
Salary & recognised allowances actually being received
	Higher of:

Current value of APS2 pre-reduction level at 30 June2003, divided by AWOTE at 1 July 2003(900.40) multiplied by AWOTE at 14 August 2003 (921.00) plus $500 frozen FAA
OR
Salary & recognised allowances actually being received

	
	Reduction of variable rate allowance e.g. shift allowance on payday 13 February 2003 Birthday 28 September 2003

Example 
APS5 $49,000 + $8000(SA)= $57000


	Higher of:

$57,000 divided by AWOTE at 13 February 2003 (879.40) multiplied by AWOTE at 28 September 2003 (921.00)

OR
Salary & recognised allowances actually being received
	Higher of:

Current value of APS5 pre-reduction level at 30 June2003, divided by AWOTE at 1 July 2003 (900.40) multiplied by AWOTE at 28 September 2003 (921.00) plus $8,000 frozen shift allowance
OR
Salary & recognised allowances actually being received

	Reduction after 1 July 2003 

	All including reduction in basic salary, loss of HDA, loss of fixed rate allowances, and loss of variable rate allowances.
	Salary for superannuation will be the higher of:

Pre-reduction base salary and allowances at date of reduction updated by AWOTE i.e. divided by the last published AWOTE at date of reduction and multiplied by the last published AWOTE at the member’s birthday 

 or

Salary and recognised allowances actually being received.
	Salary for superannuation will be the higher of:

Pre-reduction base salary updated by AWOTE i.e divided by the last published AWOTE at date of reduction and multiplied by the last published AWOTE at the member’s birthday. Allowances being received at time of reduction are frozen and added to the updated salary. (HDA is a classification and is updated by AWOTE)

or

Salary and recognised allowances actually being received.


Notes:

CSS
Members may elect to contribute on the reduced salary at any time from the date of reduction to 3 months after the following birthday.  Any member making this election should be aware that benefits will be based on the lower salary.
PSS
Members can not elect to contribute on a reduced salary, though they can change their member contribution rate (to any whole percentage from 2% to 10%).

PSS
Partial Invalidity Pensioners will have their allowances updated rather than frozen (i.e. similar to the CSS).



Updated February 2004














Reduction in Salary


for Superannuation





TRAINING NOTES





Example





A member has a basic salary of $30000 and a recognised higher duties allowance of $1000.  A promotion salary increase of 2% is granted giving a base salary of $30600 and HDA of $400.





Although the allowance has decreased, the overall salary package has remained the same and therefore the salary reduction provisions do not apply.








Example





On a member's birthday (20 December 2002), the superannuation salary was $58993, made up of top of APS6 ($58543) + $450 First Aid Allowance.  The allowance ceased to be paid on 21 May 2003.  





By the member's next birthday, the top of the APS6 salary had increased to $59757 due to a general wage increase.  This is higher than the superannuation salary on the previous birthday.  





However, there has still been a salary reduction, as the superannuation salary on 21 May 1999 is lower than it was on 20 May 1999 when the First Aid Allowance was still payable.  The superannuation salary must be calculated as described in the course.








Example 1 – FAA


At the date of reduction a member is on the 1st increment level plus FAA.


At the birthday the member is on the 2nd increment level (no FAA).


The updated 1st increment level plus the updated FAA is compared to the 2nd increment being received at the birthday. 


The 2nd increment level is generally higher than the updated 1st level plus updated FAA. 





Example 2 – FAA


At the date of reduction a member is on the top of the range plus FAA.


At the birthday the member is still on the top of the range with no other recognised allowances.


The updated top of the range plus the updated FAA is compared to the top of the range being received at the birthday. 


This updated salary is obviously higher than the top of the range being received with no other allowances.








 Example


A member’s superannuation salary as an APS 5 is $44,045.


The member is promoted to an APS 6 where the basic salary is $46,187. The member elects to sacrifice $5000 giving a taxable salary of $41187. 


Salary for super is the member’s basic salary of $46,187.








Example


A new member commences on a total package of $80,000.


The member immediately elects to sacrifice $20,000 for non-cash benefits. 


Salary for super is $60,000.





Example


A member has a salary for super of $80,000.


The member enters onto an AWA with a total package of $90,000.


The member elects to sacrifice $20,000 to another superannuation fund.


The member’s salary for super would be $70,000 but as this salary is lower than the previous superannuation salary the salary reduction rules must be applied. 








Example 





An APS5 ($32000) had HDA recognised for superannuation as a SOGC, increasing the superannuation salary to $43700.  The HDA ceased on 3 March 1990 and the next birthday was 1 June 1990.  





If an election to reduce is not submitted, salary for contributions on the birthday of 1 June 1990 would have been $43700.  
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