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Disclaimer:

Salary Options Salary Packaging (“Salary Options”) are not responsible for any loss or damage that may arise from any
person acting or relying on any statements contained in this publication or for any information given by any remuneration
consultant. This information booklet provides general information on salary packaging only and should not be relied upon as
financial advice.

This publication has not been prepared with any particular investment objectives, financial situation and needs of individual
employees. In all cases, employees should conduct their own investigation and analysis of the information contained in this
publication. No employee should act on the basis of any matter contained in this publication without taking appropriate
legal, financial and other professional advice upon their own particular circumstances. The information contained in this
publication is based on Taxation Legislation as at May 2008
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1. Introduction

What is Salary Packaging?

Taxation legislation provides significant tax concessions for Hospitals and Not-For-Profit Organisations,
including your Employer . One such concession is an exemption from Fringe Benefits Tax (FBT). This
means that your Employer can pay/reimburse an emplo  yee’s personal expenses (up to $9,094.80
per year = $349.80 per fortnight) without the payme  nt of any tax. This tax-free amount is in addition
to your normal tax free threshold for salary ($6,000 pa.).

When you salary package, money is deducted from your salary prior to tax being taken out (ie. the
deduction is made ‘pre-tax’). You only pay tax on the remaining portion of your cash salary (ie. the
amount paid to you by payroll), not the salary packaging money. See the example next page. As a
result, the tax deducted from your pay is significantly reduced. The tax saved each fortnight is a
permanent tax saving — refer to discussion on “Payment Summary” as to what happens when you do your
tax return. You are never taxed on the salary packaging money.

There is a limit on how much you can salary package. The salary packaging limit is set by the Tax
Office at $9,094.80 per fringe benefit year = $349. 80 per fortnight. The fringe benefit year is 1 April to
31 March and the administrator will ensure you salary package within the Tax Office limits.

The information contained in this handbook should be read in conjunction with your Employer’'s own
Salary Packaging Policy.

You are requested to read the entire handbook so that you are familiar with the program.

The Administrator

Your Employer has appointed Salary Options Salary Packaging (“Salary Options”) to manage the salary
packaging program offered at your organisation and we will manage all aspects of the program, including
payments. You will find that Salary Options offers both professional and friendly service — with our
contact details at the end of this handbook.

Privacy — Your Information is Confidential

All information provided to Salary Options is treated with the strictest of confidence. Your Information is
securely retained by us and will only be given to a third party with your consent or in line with our Privacy
Statement (refer to the Salary Options website). Personal information will only be available over the
phone once we undertake an identity check of the caller and for security purposes, all changes to salary
packaging (including bank accounts) must be in writing

You May Get Independent Advice

Your Employer encourages you to obtain independent financial advice to ensure Salary
Packaging suits your own particular personal and fi nancial requirements. A
representative from Salary Options will be available on site from time to time or dur ing
business hours telephone # 1300 660 416, to provide  general assistance.

1
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2. Introducing a Case Study — Why Salary Package

Beth has a fortnightly mortgage payment of $200. She also has health insurance payments of $49.80 per
fortnight and School fees of $100 per fortnight. Beth earns $35,000 per year. Beth may salary package
all of these items because the total of these amounts does not exceed the approved salary packaging
limit of $349.80 per fortnight .

Below is a case study of Beth’s pay before and after entering the salary packaging program.

Beth earns $35,000 per year and wants to maximise her take home pay.

After Tax Earnings Without After Tax Earnings With
Salary Packaging Salary Packaging

Beth eamns $35,000.00 Bethearns $35,000.00

She then packages:

Mortgage ($200 x 26) $ 5,200.00
Health Ins ($49.81x26) $ 1,295.06
School Fees ($100x26) $ 2,600.00
Admin Fees ($12.10x26) $  314.60

Total taxable income: $35,000.00 Total taxable income: $25,590.34
Tax paid: $ 4,576.00 Tax paid: $ 2,756.00
Beth brings home: $30,424.00

Beth then pays herself:

Beth bri h : 22,834.34

Mortgage ($200 x 26) $ 520000 Cothbringshome SEZEEALE
Health Ins($49.81 x26)  $ 1,295.06
School Fees ($100x 26) $ 2,600.00

Cash remaining: $21,328.94  Cash remaining: $22,834.34

As a result of entering the salary packaging program, Beth has an extra $1,505.40 in her pocket every
year (that's $58 extra each fortnight) . This is because personal expenses that are salary packaged do
NOT attract income tax, whereas salary is subject to income tax. When Beth ‘switches’ her salary into
salary packaging, she will save income tax at a rate of 31.5%.

Any tax saved each fortnight is a permanent tax saving. Therefore, the sooner Beth starts salary
packaging, the quicker she benefits. Therefore, it is normally in the employee’s interest to start salary
packaging as soon as possible.

3
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3.  Commonly Asked Questions About Salary Packaging

How Do | Get Started?

Before salary packaging may commence, employees must complete:
an Application Form and
Provide evidence of expense to be paid or of past expenses paid.

An Application Form is attached at the back of this handbook, & additional forms can be obtained by
contacting Salary Options at www.salaryoptions.com.au or otherwise available from your Payroll
Department. After reading this information handbook, please call Salary Options should you require any
further assistance.

Once your application is processed, an email or letter of confirmation with a packaging comparison will be
sent to your home address. This will confirm the start date and the amount of your salary packaging.
Please check all information carefully, especially your bank account details for accuracy

At the end of the Salary Packaging period each FBT year, you will have the opportunity to review and vary
the expenses you wish to include in your salary packaging for the coming FBT year. However, if your
personal circumstances do change earlier and this has an impact on your salary packaging, please
contact us to discuss the changes. Changes must be requested in writing.

How Does Salary Packaging Work each Fortnight?

In our case study, Beth pays $200 per fortnight to her mortgage, $49.80 per fortnight for health insurance
and $100 per fortnight for school fees. Normally Beth receives her fortnightly earnings as salary (fully
taxed) and makes the payments herself (from her take-home pay).

Now with salary packaging, Beth still pays these bills herself, but provides to Salary Options evidence (ie.
a photocopy) that these bills exist. Salary Options then totals the value of the evidence provided
($9,094.80 in example), calculates a fortnightly value of the expenses (e.g. $9,094.80 / 26 = $349.80),
and this is the amount Beth salary packages (gets tax-free) a fortnight.

Fortnightly Before After
Gross Earnings $1,346.00 $1,346.00
-($349.80) Salary Package ($9,094.80/26) pre tax
-($ 12.10) Admin Fee example pre tax
Taxable Wages $1,346.00 $984.10
Tax -($176.00) -($106.00)
Take Home $1,170.00 $ 878.10 - Paid on payday by payroll
+$349.80 - Paid by Salary Options
Total $1,170.00 $1227.90

As a result of salary packaging, Beth will now receive two pay deposits each fortnight. Added together,
these payments are Beth’s new take home pay (up $58 a fortnight).

4
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What are Fringe Benefits?

“Fringe benefits” is the legal term used by the Australian Taxation Office (ATO) to describe payments
made through salary packaging. They are payments towards or reimbursement of an employee’s
personal expenses (e.g. mortgage, rent, rates, loans, school fees, credit cards). A list of suggested ‘fringe
benefits’ (personal expenses) is on page 6.

In our case study, if Beth has her mortgage, health insurance and her school fees reimbursed through
salary packaging, then the amount reimbursed for these expenses is referred to as a reportable ‘fringe
benefit’. Fringe benefits are NOT subject to income tax in the employee’s hands under the tax laws. For
further information, visit the ATO website at www.ato.gov.au.

Is Fringe Benefits Tax (“FBT”) Payable?

Your Employer is exempt from paying FBT as it is classed as a “Hospital” for tax purposes. However,
there is a limit to the exemption. Salary packaging payments cannot exceed $9,094.80 p.a. (a grossed-up
value of $17,000). The limit includes the value of an employer provided car for personal use (e.g. home
to work travel). See comments below if you have a “company car”. Given full disclosure, Salary Options
will ensure your salary packaging amount does not exceed the salary packaging limit and no FBT is
payable.

What If | Have Personal Use of an Employer Provided Car?

Some employees may have private use of an employer owned vehicle. “Private use” of a car for tax
purposes is where the employee takes the car home (ie. home to work travel). This is the case
regardless of why you are taking the car home (e.g. home garaging for security purposes). If you have
private use of a car, you must indicate this fact on your Application Form or contact Salary Options and
advise us of this information. Your salary packaging may need to be adjusted to ensure the salary
packaging limit is not exceeded. It is the employee’s responsibility to notify Salary Options. (Note it is an
advantage to some employees to incur fringe benefits tax on a vehicle, please check with Salary Options
staff)

What is the $17,000 “grossed-up” value?

You can salary package up to $9,094.80 worth of family expenses per year. As the $9,094.80 is like a
‘net’ or after tax figure (you keep 100% of this money), and the ATO always requires you to report your
‘gross income’, it is necessary to ‘gross-up’ your salary packaging amount. That is, what is $9,094.80
cash worth to you in gross salary terms? This figure is estimated using a Tax Office formula. The
grossed-up value of your salary packaging money for the Payment Summary (was Group Certificate) is:
(Value of expenses paid or reimbursed) x 1.8692
E.g. The grossed-up figure for Beth is $9,094.80 x 1.8692 = $17,000.37
The amount shown on your Payment Summary is the grossed-up figure ($17,000 max). You are NOT
taxed on this amount, but salary packaging will be taken into account in determining your HECS, child
support and family tax benefit entittements (see se  ction 8 for a detailed explanation).

5
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What Expenses can | Salary Package?

Some typical expenses are listed and these expenses may be in the employee’s name, your partners
name or joint names. The list of expenses is split into three categories because the tax implications do
differ depending on the type of personal expenses you salary package.

Type 1 Benefits: Expenses that DO include GST

From an employee’s point of view, it is marginally better to package Type 2 expenses before Type 1
expenses as you cannot salary package the GST component of these bills.

For your convenience the introduction of our “Salary Options” Salary Packaging Card can make your
decision easier as the Salary Packaging Card is considered a Type 2 Benefit and it can be used to pay for
any of these bills without the exclusion of the GST component.

Type 1
GST Inclusive Expenses — maximum $8,233 per year if all GST expenses

Telephone, electricity or gas expenses (utilities)

Car Expense s (e.g. servicing, repairs, maintenance, rego., CTP)

House repairs or maintenance

Car or Home & Contents Insurance

Domestic travel and accommodation (e.g. airfares, holiday accommodation)

Type 2 Benefits: Expenses that DO NOT include GST

These are the ‘best’ expenses because you can salary package the maximum $9,094.80 and have it
reimbursed as cash. Hence, these expenses are highly recommended

If you are unable to make up $9,094.80 worth of Type 1 or 2 expenses, we can also allocate any
remaining benefit amount to the Salary Packaging Card. This card can be used for any multiple types of
expenses as it is a Visa Card and can be used at any Eftpos facility. The transaction is treated as a credit
card transaction therefore you will be required to sign for purchases.

No cash withdrawals from the card are available.

Type 2

GST Free Expenses - maximum $9,094.80 per year if all expenses from Type 2 (for cash
reimbursement)

Home mortgage repayments (not ‘line-of-credit’ accounts or investment properties)
Personal loan or car loan repayments
Residential Rental payments

6
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Private health insurance

Educational fees (eg. schools fees, prior year HECS payments)
Life insurance payments

Rates payments (council and water)

Child Care Expenses

Credit Card expenses (not including repayment of cash advances)
International travel and accommodation

Medical and dental expenses

Type 3
Exempt Fringe Benefits — no limits

Some fringe benefit items do not attract FBT. Therefore, you can salary package the previous Type 1 & 2
items plus the following items.
You can discuss these plus other additional benefits with Salary Options staff:

Additional Superannuation contributions
Work related Laptop or Notebook Computers (approved by your employer) including Portable printer
Meal Entertainment

How does it work?

To ensure accurate reporting and ready accessibility to your wages, we have designed a system which
streamlines Salary Packaging for you.

Firstly if you have receipts and or statements for items in Type 2 totalling $9,094.80 we can make a
regular fortnightly payment to your normal everyday bank account (once documentation has been
supplied). If you don’t have past expenses, then any regular payments that you are going to incur that are
in Type 2 can be arranged.

For Instance: If you have fortnightly rent /mortgage payable, we can directly deposit your salary
packaging money to your rent/mortgage expense using the appropriate BSB and Account number.

Any Direct Debit payment arrangements currently set up by you do not need to be altered in order to
Salary Package. As long as we hold the supporting documentation of these expenses we can reimburse
you these amounts directly to the bank account of your choice (ie the account the direct debit is drawn
from).

Refer Methods Of Payment — page 10

7
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4.  Substantiation — Please read Carefully
This is one of the most important aspects of salary packaging .

Employees must prove salary packaging payments are being made for legitimate personal expenses (e.g.
loans, school fees, rates etc.). Salary Options will require the employee to provide evidence (photocopies
only) of each reimbursement or regular payment being salary packaged.

Fixed Expenses Document Required

Mgy Bank statement or loan agreement showing payment
Personal or Car loan Bank statement or loan agreement payment

Rent Rental agreement extract, rent receipt, letter from landlord
Health or Life Insurance Letter from insurer, Invoice or bank statement

For most fixed expenses one copy is sufficient proof provided we can identify the regular fixed amount,
we do not require multiple rent receipts or bank statements.

If the expense varies, provide a copy of each individual bill / invoice because the Tax Office will not
accept estimates. Salary Options must hold proof of exact amounts paid.

Variable Expenses Document Required

Child care Tax Invoice, bank statement

Rates Annual Rates notice preferred or each quarterly notice

Private Travel Tax Invoice from airline or travel agent

Credit Cards Copy of Monthly Statement highlighting the purchases made in that
current month (cross out any repayments of cash advances)

School Fees Tax Invoice for each term

Medical, dental Copy of Tax Invoice for each visit

You can copy ALL invoices in the last 12 months . The invoice does NOT have to be in the current

fringe benefit or financial year. We recommend going back no more than 12 months. So, copy as many
‘old’ bills as you can. Why? The total value of all invoices sent to can be included in your packaging —
not an estimate.

Remember if you have previously supplied an invoice Ireceipt for salary packaging in the past it
cannot be used again i.e. cannot use same invoice/r  eceipt twice at different organisations

Only GST Free Type 2 items will be paid as a regula r payment.

5. Deductions from Your Pay

Once salary packaging starts, you will have a standard deduction taken out of your gross salary every
fortnight. This pre-tax deduction will generally be made up of two parts:

9
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An amount for salary packaging, and
the administration fee

This deduction from your fortnightly pay will be transferred to the Salary Options Processing Account.

Salary Options will then check that the pay deduction received matches your request and once
reconciled, payment will then be made by Salary Options to your employee expense.

6. Methods of Payment / Reimbursement

Our payment system is simple, user-friendly and cash flow positive. All payments are made via EFT
(electronic funds transfer) and into a bank account(s) nominated by the employee. An employee’s
expenses can be paid direct (e.g. to a loan), or reimbursed into the employee’s personal everyday bank
account.

An employee may choose the most appropriate method of payment. Most people find it easier to have
their salary packaging money simply reimbursed each fortnight to their own bank account. In this way,
you maintain full control over the salary packaged money. Salary Options experience suggests paying
your own bills provides greater ‘peace of mind’ plus salary packaging is not designed to be a ‘bill paying’
service.

The three payment methods are:

1. Automatic reimbursement (Cash)

Most employees already have arrangements in place for the payment of loans, rent, phone etc. We
suggest you do not change these arrangements. The salary packaging money can simply be reimbursed
into an everyday bank account (ie. same account as pay goes to). This is Salary Options preferred
method, as the employee maintains full control of the payment of their expenses.

Expenses that are currently being paid (by the employee) as a regular bank account deduction (ie. direct
debit) can be salary packaged as a reimbursement into the same bank account. We simply need
evidence of the amounts paid (i.e. Private Health Insurance direct debit agreement).

Example: Beth already has an arrangement with the Bank where it direct debits $200 each fortnight from
her savings account to pay her mortgage. Beth does not have to stop this arrangement. Salary Options
can automatically reimburse the $200 back into Beth’'s savings bank account. Beth also pays Health
Insurance of $107.92 monthly. Beth can salary package this payment by having $49.80 reimbursed into
her savings account each fortnight. So, Beth does not change any of her banking arrangements. Beth
just provides proof that these expenses exist (refer section 4, Substantiation) so that they may be salary
packaged.

10
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2. Direct payment (Bill Payment)

Expenses that are a fixed payment amount and occur on a regular basis and have a BSB and Account
number (e.g. mortgage, personal loans and rental payments) can be paid directly to the appropriate bank
account each fortnight. Example: Beth could ask Salary Options to pay $200 directly into her mortgage
account every fortnight. If direct payments are preferred, make sure you provide correct bank account
details. But be careful — remember, if Salary Options is paying loans etc. direct, payments will cease if
the employee terminates or does not have a pay deduction for any reason (e.g. leave without pay,
insufficient pay). Salary Options ask that you make your repayment obligation due on the Friday after your
payday or be a week in advance in case of the above scenario or if a public holiday falls on your
organisation’s payday.

3. Salary Packaging Card

In the event that you are unable to use option 1 and or 2 to your full packaging amount, the balance of
your fortnightly payment can be made to our Salary Options Salary Packaging Card. This card is a Visa
Card which has a one dollar credit limit and can also be used to B-pay bills that have this facility.

Funds deposited to this card must be spent by the e nd of the FBT year i.e. 31 * March, however
there is no restriction at all as to what you can s  pend the funds on i.e. groceries, bills, e-bay,
holidays, petrol etc

4, Salary Packaging for Meal Entertainment E  xpenses

Introduction

Under the Salary Options Salary Packaging policy, a full-time or part-time employee may salary package
(i.e. pay in pre-tax dollars) meal entertainment expenses.

This benefit is not included as part of your capped salary packaging amount, it is an FBT-exempt benefit
and will not add to the Reportable Fringe Benefits amount on your payment summary.

Definition

Tax legislation, interpretations by the tax office and others, provide lengthy definitions of meal
entertainment fringe benefits
This is what Salary Options will allow:
Restaurant and café meals; and
Catering costs for functions (where the sole or predominant purpose is the consumption of food and
drink).

Examples of items that are not eligible to be claimed through Salary Sacrifice as Meal Entertainment:
- Grocery shopping/Supermarkets
Bottle-shops
Meals/Items that are for sustenance/refreshment i.e a chocolate bar, bag of chips, rather
than for ‘entertainment’.
Take-Away/Drive-Thru food
Beverages alone i.e alcohol
Entertainment items alone i.e Theatre/Movie tickets

11
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You may claim for meal entertainment expenses that you have incurred during the previous twelve (12)
months, however this is an employer provided benefit therefore it would normally cover purchases made
whilst employed by your current employer. You can also claim meals eaten overseas, however the
receipts must be written in English.

Salary Options is not entitled to claim GST input tax credits on meal entertainment expenses.
How to access this benefit

There are two different ways to claim this benefit — you can collect receipts for meals you have paid for
OR contribute a regular amount each pay to a Meal Entertainment card.

Receipt Method : Pay for a meal at a restaurant or café, or to a caterer.

Fill out the Meal Entertainment Expenses form and attach appropriate proof that you have incurred the
expense. i.e. an original tax receipt/invoice that clearly indicates that you have paid for a meal/catering
(itemised receipt), printed in English. Each claim lodged must be for a minimum of $400, but may include
more than one expense. i.e. when submitting numerous receipts, a summary of the receipts must be
completed in addition to the receipts attached to an A4 piece of paper for ease of management.

The nominated salary-packaged amount (minimum $400) will be deducted from your pre tax earnings and
then paid back into your nominated bank account over the specified number of consecutive fortnights.
(Please complete the Meal Entertainment Expenses Claim Form )

The total of all salary-packaging deductions in any fortnight, including this benefit amount, cannot exceed
your pre-tax fortnightly salary.

The difference between collecting receipts and havi ng a Meal Entertainment card

Receipts-
Must collect all original receipts/ tax invoices, not just Eftpos transaction slip
Must collect to the minimum value $400 worth of receipts before claiming
Download Meal Entertainment Claim Form from our Website and submit with receipts

Meal Entertainment Card-
No collection of receipts
Regular consistent payment onto card
Instant funds available for purchases, don't have to wait to be reimbursed
Can have joint cardholders, apply on the Bank’s application form
Can use all over Australia and overseas, (where Visa cards are accepted)
Can't lose money, any unspent money can go back into pay but will be taxed
Can increase or decrease amount paid into card at any time in writing
This benefit rolls over each year, therefore you do not have to spend the funds by 31
March ie all funds could be saved to the card for a special Meal Entertainment expense
in the future

st

of

Salary Packaging & Meal Entertainment Card Banking Details

The Salary Packaging and Meal Entertainment cards both work in the same way, as a Visa card facility
issued via the ANZ Bank to Salary Options (Business Banking Card).

12

V802 Salary Options Employee Information Booklet ©Copyright VHIA/Health Financial September 2008



‘/’ Salary
Options

Please direct all card enquiries to Salary Options, Phone # 1300 660 416, or for balance enquiries
ANZ Telephone Banking Phone #1800 610 212.  Please do not contact local ANZ Branch directly

The account is opened under the Salary Options Pty Ltd customer record, therefore the accounts are
controlled and maintained by Salary Options

Each individual employee is set up as an additional cardholder to the Salary Options account

How do | obtain the Salary Packaging and/or Meal En  tertainment Card?

An ANZ Card application will need to be completed with the information required to open the cards
including:

ANZ Card Application Form (tick Additional Card box if applicable)

100 points of Identification

Please log on to our website  www.salaryoptions.com.au _ to download an ANZ Card Application
Form or contact your payroll or HR department

If you would like to request an additional card for use by another member of your family the
Additional Card can be issued AFTER the primary card holder details have been processed. The
additional card holder must complete their own Card Application Form and also supply 100 points of
ID — Please forward all documentation to Salary Options for processing.

How much does the Salary packaging and/or Meal Ente  rtainment Card cost?

There are NO monthly or annual fees, and NO other transactional fees and charges associated with
these cards. The transaction is completed as a VISA transaction. (However fee structure may be
subject to change so employees using this option should refer to the Bank's Schedule of Fees,
Charges and Transaction Account Rebates brochure).

Some additional penalty fees may apply for employees who do not monitor their spending, eg;
- if the electronic terminal is off line and a manual transaction is processed and insufficient funds
are available

* These fees are non-refundable and may be subject to change, so each employee will need to ensure they
monitor their balance to avoid such fees.

**Periodical Payments and Direct Debits are only applicable to the Salary Packaging card, not the Meal
Entertainment card.

13
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What happens if an employee leaves the organisation  ?

Once a card is cancelled unspent funds must remain on the card for two weeks to allow any late
purchases to be processed. After this two-week period the card is closed and all unspent funds
transferred back through to payroll for reimbursement to you. Should there be a delay in this process
Salary Options will be in contact with you

Any overdrawn funds will need to be reimbursed to Salary Options

Employees are encouraged to seek independent financial advice prior to accessing salary packaging as
each persons financial circumstances will differ.

If you have any further questions or would like mor e information in relation to setting up these
products please go to our website  www.salaryoptions.com.au _ or contact us on 1300 660 416 or
email info@salaryoptions.com.au.

7. Reconciliation of Payments / Updating Your Salar  y Packaging

Our payment methodology ensures Salary Options makes fixed, regular, fortnightly payments, similar to
your payroll processing. Salary Options prefers not to hold employee accumulated funds and it is
recommended that employees allocate the full amount of salary packaged money to an expense each
fortnight. In our example, Beth has $349.80 + our administration fee deducted each fortnight from her pay
pre-tax, and Salary Options pays Beth back the $349.80 (pending Salary Options is holding sufficient
substantiation) and the administration fee is paid to Salary Options. Beth’s account balance with Salary
Options is then nil. This process is repeated each fortnight. Hence, your experience with salary
packaging will be cash flow positive each fortnight.

Your salary packaging will be reviewed at the beginning of each FBT year which is the 1** April and we will
write to you prior to this time to confirm your salary packaging requirements over the coming year. You
may also be required at this time to provide further or current substantiation for expenses you have
nominated. This will only apply to any variable expenses (e.g., credit cards, phone, insurance etc.), or if
the amount of ‘fixed’ expenses has altered (e.g. rise in mortgage payments due to interest rate rise).

All salary packaging will be reconciled by Salary Options on 31 March each year in line with the end of
the FBT year. This must be done to comply with Australian Taxation Office regulations. Information will
be provided at this time to your employer for Payment Summary purposes (see page 17 for details on
your Payment Summary and tax return). Employees must have a nil balance of salary packaged monies
& the reportable capped amount must be with the reportable “grossed up” limit, as at 31% March.

If Salary Options makes a payment to a benefit item in excess of the fortnightly deduction (ie. an
overpayment), the employee will be required to repay such an amount as agreed with Salary Options. An
overpayment is unlikely to occur, but in this case Salary Options will make suitable arrangements with the
employee and employer to recover the overpayment.
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Online Access

You will be issued with a password to access our online service. Your details can be viewed by going to
www.salaryoptions.com.au and entering your Employer code, Employee code (payroll ID) and your
Password.

Once you have logged in you can view your transaction statement, substantiation/evidence receipts held,
your expenditure plan and the amount & timing of any regular payments.

This will allow you to observe that all processing has occurred.
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8. Information for your Payment Summary
(was previously known as your Group Certificate)

Your Employer is required by the Tax Office to report the “grossed-up” value of fringe benefits (known as
‘Reportable Fringe Benefits’) on the employee’s Payment Summary. You do NOT pay any tax on the
amount reported.

Type 1 & 2 Expense Benefits are reported on your Payment Summary each year. The fringe benefits
year is 1 April to the following 31 March. Salary packaging payments during this period are shown on the
Payment Summary ending 30 June.

For example, fringe benefit items salary packaged for each FBT year 1 April to 31 March will be reported
on your Payment Summary for the financial year ending 30 June. i.e. Beth’'s Payment Summary will
show income of $25,590.34 and Reportable Fringe Benefits of $17,000 (i.e. $9,094.80 x 1.8692).

Beth is taxed on $25,590.34 only declares this as her Gross income

How does the Payment Summary reporting effect me?

As mentioned, you do NOT pay income tax on the amount reported. However, the grossed-up value of
fringe benefits will be included for most government surcharges and income tests including:

Medicare levy surcharge
HECS repayment
Child support obligations

Your “income” for the purposes of the above charges will increase as a result of salary packaging.
However, salary packaging does not adversely affect the following areas:

Family tax benefits (FTB)
Child Care benefits
The parental income test for the Youth Allowance

Employees should always independently check as to w hether their current entitlements are to be
affected. A brief summary is included below

Salary Packaging and HECS / Child Maintenance / Med icare Surcharge

HECS repayments are calculated on your ‘adjusted taxable income’. That is, your salary plus the
grossed-up value of fringe benefits. In our example, Beth’s HECS liability would be calculated on
$25,590.34 (salary) + $17,000 (reportable fringe benefits) = $42,590.34. Whilst Beth’s HECS payments
will increase slightly, her take-home pay will also increase even more due to the large reduction in income
tax. If you have a HECS debt, we strongly recommend Salary Options calculate your required HECS
repayment. In our experience, most payroll systems do not deduct the extra HECS required as a result of
salary packaging. We can do this calculation manually so that you may advise payroll of the correct
HECS amount.
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Child Maintenance

In relation to child maintenance payments, if you have an arrangement with the CSA (Child Support
Agency), your maintenance payments are likely to increase. This is because your child maintenance
payments are calculated on your salary + grossed-up value of fringe benefits. In our example, if Beth was
required to pay child maintenance |, this will be calculated on an ‘adjusted income’ of $42,590.34. Any
tax Beth saves from salary packaging may be reduced by additional child maintenance payments.

Beth should think carefully about salary packaging

Similarly, your ‘income’ for medicare levy surcharge purposes is salary plus grossed-up value of fringe
benefits. In our example, Beth’s ‘adjusted income’ is $42,590.34. The Medicare Levy Surcharge (an
extra 1% tax) only applies if you do not have private hospital health care insurance.

For peace of mind, you may seek independent financial advice on any of the above matters.

Salary Packaging and Centrelink Payments __ (Family Tax Benefits)

Salary packaging does NOT generally impact on your Centrelink payments. This is because your
income is assessed as your salary plus the un-grossed amount of your fringe benefits.

You must tell Centrelink your new salary plus the r eportable fringe benefits amount.
Centrelink will then calculate your ‘adjusted incom e’ correctly. They will then calculate your
entittements based on salary and the un-grossed-up figure.

E.g. Beth's new salary is $25,590.34 and her reportable fringe benefits are $17,000. These are the
figures she tells Centrelink. Centrelink will then un-gross the fringe benefits to arrive at the amount paid
of $9,095 (ie. $17,000 x 0..535). Hence, Beth'’s entitlements to Centrelink payments will be assessed on
$34,685.34.

For more information, go to www.centrelink.gov.au

Does salary packaging affect the Superannuation Con  tribution paid by Your Employer?

It is common industry practice for Employers to pay Superannuation on an employee’s taxable income,
please ask your Payroll/HR department if this applies to your organisation.

Employees may wish to make extra voluntary contributions to their chosen Superannuation Fund either
through their Payroll Department or through Salary Packaging. Please note that Salary Sacrificed
Superannuation is exempt from fringe benefits tax but will incur a contribution tax set by the ATO. Refer
to Government Guidelines for maximum amounts.

Please note if you wish to claim the Government Co-  Contribution for Superannuation it is
recommended that you investigate this component wit h your Financial Advisor or Superannuation
Provider
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9. Reports

Employees will receive an Employee Salary Packaging Report (ESPR) prior to the commencement of
their salary packaging. This report will be sent to your home address for confidentiality.

This report must be checked as it contains the exact information recorded on our system. Most
importantly, it has the bank account details for payment. Your money will be paid into the bank account
exactly as shown on your ESPR.

Please check this information carefully and contact us immediately if there is a discrepancy.

Once participating in salary packaging, employees will receive a quarterly statement that provides details
of payments made to your bank account and deductions made from your fortnightly payroll.

10. Changed Personal Circumstances

Salary Packaging Variations

Changes to your salary packaging may be made during the year if you have a change in personal
circumstances. Otherwise, we suggest changes are made at the 12 month ‘anniversary’ of your salary
packaging (we will write to you to remind you of this date).

There is NO fee for changes to your salary packaging.

Should you wish to change your salary packaging (bank account, expenses, or amount), all changes are
to be requested in writing for security purposes. Salary Options has an Amendment Form for bank
account changes. You can request a copy by email or phone.

Leave Without Pay (LWOP)

An employee may be required to cease or suspend their salary packaging arrangements during any
period of leave without pay. In most instances approval of any period of leave without pay will require the
employee to cease or suspend salary packaging.

As a courtesy, the employee should notify Salary Options if their salary packaging arrangements are
going to be affected as a result of unpaid leave. Notification should be provided prior to the
commencement of the leave period to enable any necessary administrative arrangements to be made.
Any amount overpaid by Salary Options as a result of an employee failing to notify Salary Options must
be reimbursed to Salary Options.

There is NO fee for stopping or re-commencing your salary packaging.
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How to Cease Salary Packaging

Any salary packaging arrangements will cease immediately when an employee leaves the employment of
the organisation.

An employee may also elect at any time to cease salary packaging by giving two week’s notice in writing
to Salary Options. We will then advise your pay office to cease salary packaging the next pay.

In all circumstances where an employee’s salary packaging arrangements cease, it is necessary that the
employee notify Salary Options of his or her cessation date. This enables Salary Options to finalise
payments and update our system.

No administration fee applies to ceasing your salary package. Similarly, there is no fee for re-joining
salary packaging at a later date.

11. Terms and Conditions

The following conditions, which may be updated from time to time, apply to your salary packaging
program:
No payments will be made until salary packaging pay deductions have been received from your
Employer and checked by Salary Options
All benefit payments will cease immediately for those staff that terminate their employment or are on
leave without pay, including unpaid maternity leave (except if they have a balance with Salary
Options)
All payments are made on a fortnightly basis (e.g. loan payments, rent payments, reimbursements)
and are processed soon after payday (unless arranged otherwise between Salary Options and
Employee)
Employees are only permitted to package expenses that are approved by Salary Options

Salary Options offers a very flexible and fair system and will endeavour to satisfy all reasonable requests
by employees.
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12.  Salary Options Salary Packaging

Your Employer has outsourced the administration of its salary packaging program to Salary Options
Salary Packaging (Salary Options), a specialist provider of salary packaging services.
The major functions performed by Salary Options in the administration of salary packaging are:

Establish the salary packaging and provide an Employee Salary Packaging Report (ESPR),
confirming the employee’s arrangements

Pay the salary packaging money to the bank account nominated by the employee

Provide regular Statements to employees on their salary packaging payments

Undertake an annual reconciliation of each employee’s salary packaging

Record all transactions for employees

Answer employee queries in relation to salary packaging

Provide Your Employer with all reports necessary for Australian Taxation Office compliance and audit
purposes.

13. Administration Cost — A Fair System

The cost for Salary Packaging is a ‘flat fee’ per fortnight/contribution (incl. of GST), regardless of the
amount being packaged.

The administration fee is a pre-tax deduction from each pay and does not affect the amount employees
are entitled to salary package each fortnight ie. max. $349.80 + Administration fee would be deducted
from pre tax wage. As the Administration fee is deducted from pre-tax earnings, it is not tax deductible.
You may only claim a tax deduction for amounts paid out of your take home (taxed earnings) pay, not the
salary packaged monies. By deducting the fee pre-tax, we achieve the same result as you paying the fee
from your take home pay and claiming the fee as a tax deduction.

There is no monthly fee for the salary packaging card if you choose to use it, however this may be subject

to change so employees should refer to the Bank’s Schedule of Fees, Charges and Transaction Account
Rebates brochure.
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14. How to Start Salary Packaging

Once you have read this handbook, please follow these steps:

1. Obtain the Forms from your Payroll office or
Print them directly from our website www.salaryoptions.com.au located under the downloads menu or
Contact Salary Options on Phone # 1300 660 416.

Every employee must complete the ‘Salary Packaging Application Form’ — A copy attached in this
Handbook for your convenience

2. Gather all appropriate substantiation (copy your bills, bank statements etc) as set out in Section 4.
Your salary packaging may be delayed if you fail to provide adequate substantiation.

3. Send the Application Forms to:

Salary Options Salary Packaging
P O Box 302

Bendigo VIC 3552

or

Fax:1300 731 171

4. Your salary packaging will be ready to commence from the next available pay. Salary Options will
advise your pay office of the salary packaging amount and the commencement date.

15. General Salary Packaging Enquiries

At Salary Options we provide accurate information and ongoing support in relation to salary packaging.
We do not provide financial advice as we are not registered Financial Planners, however we do
encourage employees to seek independent financial advice on all financial matters.

The Salary Options Customer Service Team operates from 9.00 am to 5.00 pm, Monday to Friday.

Telephone Enquiry Line: 1300 660 416

Fax Enquiry Line: 1300 731 171
Email address: info@salaryoptions.com.au
Web site: www.salaryoptions.com.au
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NOTES
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