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AWA Overview



Introduction
On 1 March 2020, a new annualised salary clause, described as ‘annualised wage arrangements’ (AWA), commenced in the Banking Finance and Insurance Award 2020.
This clause enables employers to choose to annualise an employee’s wages (and some allowances/loadings) over a 12-month period and to pay a set amount in satisfaction of the modern award requirements.

The new clause imposes prescriptive obligations on the employer in relation to record keeping, notification to employees and review.

Record Keeping
Employers who choose to enter into an AWA arrangement with their employees, will be required to keep specific records for this arrangement. Employers must keep a record of the starting and finishing time and of any unpaid breaks taken. This record must be signed by and employee or acknowledged as correct in writing (can be electronically).

All employers should be aware of their record keeping obligations under the Fair Work Regulations 2009. Regulation 3.34 requires that “if a penalty rate or loading (however described) must be paid for overtime hours actually worked by an employee”, the employer must keep a record of the number of overtime hours worked by the employee during each day, or when the employee started and ceased working overtime hours.

These record keeping requirements under the Fair Work Regulations 2009 apply to all employers, regardless of whether they have entered into an annualised wage arrangement.

Notification

An employer is required to:
· Advise an employee they are employed under an AWA,
· Keep a record of, the amount payable,
· The terms of the modern award satisfied by the AWA; and

· The outer limit of the number of ordinary hours and overtime hours in a given pay period or roster cycle that are compensated for.

Any amounts worked in excess of the ‘outer limit’ of ordinary hours will receive penalty rates or overtime rates in addition to the AWA salary.

Review and Reconciliation

An employer is required to conduct a reconciliation every 12 months (or on termination of employment) against the amounts payable under the banking Finance & Insurance Award 2020.
This reconciliation will involve working out the value of all loadings/allowances forgone under the AWA for each employee for the twelve month period and adding this value to the base wage payable to the employee under the Award to arrive at the minimum amount that can be paid to the employee.

The total calculated must be less than the AWA amount.  If the amount calculated is greater than the AWA, then the employer has on obligation to promptly pay this additional amount to the employee.
Options for Employers

Award Salaries and Allowances

Employers may choose to pay employees the Award amount, or any amount above the Award and then add to this any allowances/loadings that the employee is entitled to in each separate pay period.

This approach would best suit situations where staff are generally at or slightly above the Award classification and receive minimal allowances/loadings.

High Income Threshold

Any employee paid over the High Income Threshold ($148,700) as at June 2019 and indexed annually can have all allowances and loadings included in their agreed wage with no requirement for record keeping or reconciliation as long as their wage continues to exceed the threshold.

This approach is recommended for all employees paid above the High-Income Threshold.

Individual Flexibility Agreements (IFA)

An IFA can only be entered into with an existing employee.  An employer cannot offer an IFA to a person who is considering becoming an employee of an employer.
The key part of IFA is to ensure that the fixed annual base salary being offered is more generous than the combined total of what the employee would ordinarily receive for their classification under the Award including all relevant loadings and penalties etc.

Also, an employee cannot be co-erced or pressured into entering into an IFA and the IFA must be in writing.
The IFA may be terminated by either the employer or employee upon the provision of 13 weeks’ written notice, or at any time by written agreement between the parties.

The benefit that an IFA has over an AWA is the reduction in record keeping and reconciliation processes.  However unlike an AWA it cannot be imposed on an employee and even once entered into the employee can give notice of its termination.
We would recommend that existing staff that are paid significantly above the relevant Award amount be offered IFA arrangements.  This would reduce the recordkeeping and constant wages adjustments created by the daily/weekly impact of various loadings and penalties.  To be clear the IFA option is not to be used to save money but to save administrative burden.

For prospective high value employees, we would recommend they be offered employment at a Fixed Salary and after commencement with the business be offered the option of entering into an IFA.

Annual Wage Agreements (AWA)

The employer can impose an AWA on an employee, however the benefits compared to an IFA are limited and the administrative obligations very similar to a staff member paid a base salary and loadings/penalties.

We would therefore suggest that an AWA only be used where a high value employee does not wish to enter into an IFA.
Changeover Process
Any change of the employment arrangements for an employee need to be in writing and signed off by the employee.  We would recommend that in all such cases where staff are moving from one employment arrangement referred to above to another that the Staff Letter of Engagement Template Staff Letter of Engagement Template be used as the basis for documenting the changeover.
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