
Although salary packaging may not realise as big a tax saving as 

it once did, more employers than ever before are finding it an 

essential part of effective attraction and retention strategies. 

Teresa Russell looks at how organisations are leading the way in 

offering innovative packaging for employees 

A ccording to 2006 data published in Mercer's 
Aurtrolinn Renefir.~ Review, the upward move- 
ment in tax thresholds resulted in a 10 per 

cent reduction in the prevalence of salary packaging 
across all staff categories in 2006 from 2005. How- 
ever, the same repon in 2007 has shown an increase 
in the number of organisations offering salary pack- 
aging across all categories, with 68 per cent of sur- 
veyed organisations offering flexible salary packag- 
ing, reversing the trend in 2006. 

The most popular items packaged are benefit vehi- 
cles (including novated leases), laptop computers, 
PDAs and employer superannuation contributions 
above the minimum superannuation guarantee con- 
tribution. Car parking and a second company car are 
popular for those employees who receive the benefit. 

The report concludes that although "tax thresh- 
olds may well continue to drift in employees' favour 
over the short- and medium-term, there is still no 
doubt that packaging continues to be tax efficient in 
certain circumstances .. . More importantly [it] Pro- 
vides employees with decision-making power over 
how they wish to arrange their awards package." 

Innovation 
Both Optus and The Spastic Cenk  in NSW tun innova- 
tive s a l q p a c k a g i n g p m ~ .  Each believes this has had 
a part to play in the amaction or retention of employees. 

Between July and October last year, Optus moved 
its head office from a CBD locatio~l to a purpose- 
built campus at Macquarie Park, near North Ryde in 
Sydney. Wayne Fernance, Optus' general manager of 
performance and reward, says that although the com- 
pany had provided salary packaging for some time, 
the move of head office gave them an opportunity to 
create an Australian-first in salary packaging. 

The new campus has a childcare centre, a gym and 
eight food and drink outlets similar to a food hall, as 
well as a licensed restaurant. All of these services have 
been added to Optus' salary packaging offering. 
"Under the legislation, people can s a h y  sacrifice sus- 
tenance -not alcohol -at work, consumed on site. 
So we leased the nine food outlets to separate opera- 
tors and our Panicipating employees swipe their ID 
cards at the point of sale. This results in a withdrawal 
from their payroll and payment to the operator," 
explains Femance. There are currently 30,000 food 
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transactions per month being managed at this slre, 

with food and drink sales through vending machines 1 
about to be added to the salary packaging offering. 

"In the last 12 months, 3,500 people have used a /  
salary-packaging option. The most popular offerings 1 

have been food, computers and motor vehicles - in1 
that order," says Fernance. Other offerings include; 
incentive payments to purchase shares and workplace I 

giving to 13 charities selected by Optus employees. 
As a not-for-profit organisation, The Spastic Cen- ! 

I 
Ire is allowed to offer all staff up to $16,05Oper year! 
in salary sacrificed expenses. "They can spend it on/ 
anything, as long as it's an expense," says Frank Sed- 
mak, general manager people, learning and culture.; 
"People spend it on paying off HECS debts, mort-; 
gage, rent, credit card bills, electricity, school fees; 
and groceries," he says. 

Since introduction of the GSTin 2000, NGOs have' 
also been able to offer staff a meal entertainment 
allowance, which can be used for dining out, catering 1 
for 2lst birthday parties, weddings or engagemenu andl 
even for taxi fares to and from restaurants. The Spas-~ 
tic Centre has capped this completely tax-free expense, 
at $10,000 per annum. On top of these offerings,; 
employees can salary saclitice superannuation and other; 
non-fringe benefits tax expenses, such as laptops., 
Around 500 employees working at least 20 hour3 Per 
week use salary sacrificing at the organisation. 

Attraction and retention ~..d. ,.. 1 
Fernance says that it is too early to have a concrete 
figure on the gains made by employees using salary 
sacrifice for food, but that the benefit is well-liked 



-- 
across the campus. Salary packaging food was just one  of a number of 
initiatives Optus introduced to sn~oo t l~  the transition to a very different wwk site. 

"These sorts of services don't have to be provided for free. Our employees pay 
$I per week to access the scheme, which is matched by Optus to cover costs of 
implementation," says Fernance. 

"Because we found that food was the lnost impoltant benefit we needed to plo- 
vide at our new site, and because we wanted to make it an attractive working 
environment, it has become one factor in retaining employees since the move." 

He points out that these initiatives are going to be rolled out to other Optus 
sites around the country, especially now they have vending machines coming 
into the mix. 

Salay packaging stated at Tile Spastic Centle about 12 years ago, because at that 
~ ~ 

time it was the only way the orga~isation could afford to pay award inc~eases. Over 
time, packaging has helped the organisation pay at least market rates in alignment 

Fernance says he tries to put things in as simple a language as pi,&- 
"every third or fou~th cup of coffee is free:' "Success depends on how many oeo. . & 

ple participate in salary packaging. Many take it on faith that they are saying 
money, but communication is a key factor and must be ongoing," he says. 

Sedmak agrees. "Good and regular communication about the package to 
re~nind people about what they are getting is important. Relaunch it when nec- 
essary," he adds. 

The future 
Sed~nak hopes that the new Federal Government will review the legislation 
as it applies to NGOs, because the value of salary packaging has eroded over 
the last eight years. He would especially like to realise profit on the sale of 
motor vehicles and a review of the overall value of the salary package, as 
petrol costs have increased enormously in the intervening yean .  

with other NGOs. "Over the last five years, we have been able to compete with some 
p~ivate sector roles in finance, accounting, IT and HR. Our therapy and direct carers 
roles at in the top 25 per cent of len~uneration paid within NSW," says Sedmak. . . 

Five years ago, staff turnover was 27 per cent and dropped to a low of 8 per 
cent two years ago. It is now running at "a healthy 12.5 per cent" according to 
Sedmak. Thanks to a small group of NGO HR practitioners including Sedn~ak, 
an NGO HR foru~n was fo~med in 2002. This year, up to 70Australian NGOs will 
participate in CSi's NGO salary survey. 

"[CSi's NGO salary survey] was started in 2003 and has helped us h ~ i l d  our 
remuneration strategy. During the recruitment phase we use information sheets 
to de~nonstrate salary packaging to short-listed candidates. In some cases, we 
exceed people's salary expectations, because they thought they would have had 
to reduce their salary to work for us" Sedmak says. 

Outsourcing to providers 
Optus manages much of its salary packaging work in-house, but is transitioning 
to one salary packaging provider (Remunerator) for all of its motor vehicle, food 
and beverage, gym, childcare and financial and tax advice. "An outsourced 
provider will pay for itself and can deliver effectiveness and efficiency. They 
also bring specialist knowledge and expertise into the company:' Fernance says. 

Optus has employed one full-time equivalent staff member in payroll and 
another in i~nple~nenting the new scheme and managing the provider In their case, 
the outsourced provider has a full-time resource on site to liaise with en~ploy- 
ees. "It's a very complex system. It is crucial that the back end works effec- 
tively," Femance says. 

The Svastic Centre manages everything in-house except the meal entertain- 

Consistent costing methodology 
Coverage of policy 
Limits on amount able to be packaged 
Calculation base for benefits and payments related to salary 
Degree of flexibility 
Range of benefits to be provided 
Taxation 
Administration 
Financial counselling 
Communication 

- . - 
ment allowance, which it outsources to Remserv. Sedmak chose this provider 
because it had experience running meal entertainment schen~es for other NGOs. 
lust one person runs the rest of the s a h y  packaging in-house for the 500 eniploy- 1 WANT TO DO 
ees participating in the scheme. 

Communicating with employees 
E v e ~ y  person involved in the conlplexities of salary packaging knows it is impor- 

HR WITH IMPACT ... 
tant to clearly co~n~nunicate  with employees on a regular basis. At Optus, IT TAKES SKILL. 

HR Essentials Short courses are short, intensive 
latest trend in lunchtime eating - ordering food online for delivery into the workshops designed t o  keep YOU skilled up, . - . . 
workplace. Employers can select food providers to guide staff in healthy eating competent, and one-step ahead o f  the changing 
choices leaving staff to make the most of a full lunch break to go to the gym or 
take a walk instead of waitine in a aueue for the usual fare. The added bonus is business environment. 

" 
savings - food purchases are made pre-tax through salary packaging and are not 
subject to fringe benefits tax. For more information contact EzyBite on 1300 
733 860, or visit www.accor-services.com.au. 

Kids Company is pleased to announce the opening of their first work-based 
childcare centres "Kids Company - Parkview" at Sydney Olympic Park with 
Commonwealth Bank participating and the HSBC Childcare Centre in the 
Sydney CBD with HSBC Bank participating. Kids Company is a boutique 

I childcare management group specialislng in high-quality workplace based I I 
centres developed by their affiliated company, Childcare Solutions Australia. 
Their expertise is founded on years specialist experience in both the childcare 
and corporate property development sector - the combination of these 
disciplines provider Kids Company and CCSA with the unique abiliy to provide 
employers with a complete childcare solution for their employees. For more 

Further information 
T: 1300 302 119 
education@ahri.com.au ~ A H R I  

7 - 
Aur~dian Human Reroumer Institute 

I I , ,, 
information visit www kidsco.com.au. ,.. ~ 
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