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SUPER GUARANTEE AMNESTY
RESURRECTED

. THE GOVERNMENT HAS RESURRECTED THE SUPERANNUATION GUARANTEE (SG)
AMNESTY GIVING EMPLOYERS THAT HAVE FALLEN BEHIND WITH THEIR SG OBLIGATIONS
THE ABILITY TO “SELF-CORRECT”. THIS TIME HOWEVER, THE INCENTIVE OF THE AMNESTY
IS STRENGTHENED BY HARSH PENALTIES FOR THOSE THAT FAIL TO TAKE ACTION.

Originally announced in May 2018 and running between 24 May 2018 until 23 May 2019, the amnesty failed to secure its
passage through Parliament after facing a backlash from those that believed the amnesty was too lenient on recalcitrant
employers.

Since the original announcement, the Government reports that over 7,000 employers have come forward to voluntarily
disclose historical unpaid super. The SG tax gap is estimated at around $2.85 billion in late or missing SG payments.

When does the amnesty apply?

Legislation enabling the amnesty is currently before Parliament and if enacted, will apply from the date of the original amnesty
announcement, 24 May 2018, until 6 months after the legislation has passed Parliament. Employers will have this period to
voluntarily disclose underpaid or unpaid SG payment to the Commissioner of Taxation.

The amnesty applies to historical underpaid or unpaid SG for any period up to the March 2018 quarter.
Qualifying for the amnesty

To qualify for the amnesty, employers must disclose the outstanding SG to the Tax Commissioner. You either pay the full
amount owing, or if the business cannot pay the full amount, enter into a payment plan with the ATO. If you agree to a
payment plan and do not meet the payments, the amnesty will no longer apply.



Keep in mind that the amnesty only applies to “voluntary” disclosures. The ATO will continue its compliance activities during
the amnesty period so if they discover the underpayment first, full penalties apply. The amnesty also does not apply to
amounts that have already been identified as owing or where the employer is subject to an ATO audit.

What do employers pay under the amnesty?

Normally, if an employer fails to meet their quarterly SG payment on time, they pay the SG charge (SGC) and lodge a
Superannuation Guarantee Statement. The SGC applies even if you pay the outstanding SG soon after the deadline.

What employers pay for failing to meet SG obligations
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What happens if you do not take advantage of the amnesty?

If an employer fails to take advantage of the amnesty and is found to have underpaid employee SG, they are required to pay
the SGC which includes penalties of up to 200%. Outside of the amnesty period, the ATO has the power to reduce the penalty
in whole or part. However, the legislation enabling the amnesty imposes tougher penalties on employers that do not
voluntarily correct underpaid or unpaid SG by removing the ATO’s capacity to reduce these penalties below 100%. In effect,
the Commissioner loses the power for leniency even in cases where an employer has made a genuine mistake.

Where to from here?

Even if you do not believe that your business has an SG underpayment issue, it is worth undertaking a payroll audit to ensure
that your payroll calculations are correct, and employees are being paid at a rate that is consistent with their entitlements
under workplace laws and awards.

If your business has fallen behind on its SG obligations and is eligible for the amnesty, you need to start working through the
issues now or contact us to work through the issues for you. There are several calculations that need to be completed and
these may take some time to complete.



If your business has engaged any contractors during the period covered by the amnesty, then the arrangements will need to
be reviewed as it is common for workers to be classified as employees under the SG provisions even if the parties have agreed
that the worker should be treated as a contractor. You cannot contract out of SG obligations.

If a problem is revealed, you can correct it without excessive penalties applying under the amnesty. If you are uncertain about
what award and pay rates apply to employees, please contact our office.

TOWARDS ZERO INTEREST RATES - what it

means for you

RATES AGAIN TO HOLD HISTORIC LOWS. EASTON WEALTH ECONOMIST EMMANUEL
CALLIGERIS EXPLORES THE IMPACT.

THE RESERVE BANK OF AUSTRALIA IS WIDELY TIPPED TO REDUCE INTEREST

Australia and world volatility

The ongoing trade war between the US and China has dominated financial market movements recently. The last two trading
months have seen increased market volatility. In July, share markets moved higher because interest rate markets moved
lower to reflect lower economic growth thanks to the trade war. There have however been other issues causing market
volatility including a negative economic growth reading in Germany in the second quarter and the Bundesbank —the Central
Bank - warning of a possible repeat in the third quarter. This is important because two quarters of negative growth in a row
is how we define a recession. It could well be that Germany — Europe’s largest economy, has slipped into recession and the
question then becomes what will happen to the rest of Europe? As we head into recession, unemployment rises,
investment falls and governments are forced to spend money to try to revive the economy as interest rates fall. The good
news is that government spending is likely to add 0.7% to growth in the next year which should help the region avoid
recession. The risk to Europe is a no-deal Brexit. Brexit has caused great volatility in the European Union. A No-Deal Brexit
would likely hurt the exports of France, Germany and Holland.

Japan’s GDP growth is weak as export growth has slowed. In Hong Kong, the unrest has the potential to deteriorate further.
The riots have dented consumer spending which is a large component of economic growth for developed countries like
Hong Kong. In Australia, economic growth has slowed also as households struggling with record debt and weak wage



growth cut back on spending. Two key supports have been high commodity prices and infrastructure investment. The iron
ore price remained high because of supply disruptions caused by the tailings dam disaster in Brazil. However, that is now
falling away as iron-ore supply disruptions end and the price returns to more normal levels. It means that our export income
from iron ore will be less of a driver of growth next year and unless the drought breaks, the slack is unlikely to be picked
up by rural exports.

In early August, the further escalation of the trade war saw share markets in Australia and the US weaken and the interest
rate on Australian term deposits and bonds fall to their lowest level in history. If interest rates stay low, government
spending will gain importance as the driver of future growth.

The slowdown in global growth saw US interest rates adjust quickly. Traditionally, a signal of a high probability of recession
in the US occurs when the yield (interest rate) on the 10-year bond, falls below the yield on the 2-year bond. This is also
known a negative yield curve. Whilst the probability of recession is not guaranteed, the negative yield curve does suggest
that the US Federal Reserve are likely to reduce its interest rate substantially over the course of the next year. In Australia,
the Reserve Bank eased the official cash rate twice to an historic low of 1%. The RBA believes that the level of wages growth
does not threaten its inflation outlook and the economy can operate at a much lower rate of unemployment. This
essentially means that monetary policy (interest rates) can be lower for longer without overheating the economy. That
said, the outlook is for interest rates to move even lower in late 2019 and early 2020 with some forecasters suggesting that
the rate will reach just 0.50% by that time. Term deposit rates have moved lower to reflect the low cash rate.

The real impace of low interest rates

Low rates have produced a dilemma for savers. As interest rates fall, more and more capital is required to sustain the same
level of income. This is illustrated in the table below.

Capital prices and interest rates

Investment amount ($) | Fixed income ($) Interest rate
500,000.00 50,000 10%
625,000.00 50,000 8%
833,333.33 50,000 6%
1,250,000.00 50,000 4%
2,500,000.00 50,000 2%

The table shows that at a 10% interest rate, an investor could generate income of $50,000 with a capital or investment
amount of $500,000. If the interest rate falls to 6%, the capital required to generate the same $50,000 of income is
approximately $833,000 and at a 2% interest rate, an investor would require $2.5 million to generate the same amount of
income.

Looking at it another way, if you own an investment that is capable of generating an income of $50,000 per annum, then
the lower the interest rate, the more valuable the investment becomes. This has been the case for bonds over the last 30
years and property and shares that have maintained their dividend growth in the last 10 years since the global financial
crisis. An investor that has had the same $500,000 invested without capital growth (like a term deposit) will now be
generating income of just $10,000 at 2%.

Investing in a low return environment

To date, investors in property and share markets have been happy about the low and declining interest rates. They have
paid more attention to the market gains that have resulted from falling rates than the falling future rates of return. We
now find ourselves in a situation where future returns are likely to be low and are confronted with the question of where



to invest in this low return world. The easiest way to achieve higher returns is to increase investment in those asset classes
that traditionally offer them — namely domestic and international shares and property. However, in seeking higher returns,
investors must assume higher risk. It is important that the overall portfolio balance is not tilted too far and investors remain
disciplined from an asset allocation perspective.

This material and contents provided in this publication are informative in nature only. It is not intended to be 7
advice and you should not act specifically on the basis of this information alone. If expert assistance is ‘/A‘ d a n P a lo
required, professional advice should be obtained. We are here to help, contact us today. gl’OU p
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