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With an increase of high-profile cases where employees have been 
insufficiently paid under annualised salary agreements, the Fair 
Work Commission handed down a decision that will change the 
annualised salary provisions for 19 modern awards. These new 
provisions went into effect on March 1, 2020.

Background 
Annualised salaries allow an employer to pay its employees a fixed 
annual salary provided the employee’s salary will not result in the 
employee being paid less than if they had been paid according to 
the minimum weekly wages, allowances, overtime, penalty rates, etc. 
for their applicable occupation and/or industry award. The decade-
old practice was mutually beneficial, reducing the administrative 
burden for employers while providing employees with certainty of 
their income for each pay period. 

However, incidents in recent years of employers using annualised 
salary agreements to underpay employees has increased. After the 
Modern Award review period, the Fair Work Commission decided 
to tighten controls to ensure employees are paid fairly, resulting 
in the introduction of two model clauses: model clause 1 and 
model clause 3, the former related to those modern awards where 
employees are rostered to work generally stable hours, and the 
later for employees that work highly variable hours and/or have a 
significant number of ordinary hours subject to a penalty rate.



What are the Changes? 
Currently the new annualised salary provisions only apply to full-
time workers subject to the identified modern awards. Provisions 
in both model clauses include:  

 y Employers must keep a written record of the annualised 
salary being paid and the provisions of the award covered 
by the annualised salary along with any assumptions used in 
calculations, such as the ‘outer limit’ of hours an employee 
would have to work before becoming eligible for additional 
compensation for overtime or penalty payments.  

 y Any hours worked beyond the limit by an employee during any 
pay period or roster cycle must be paid separately from the 
annualised salary as overtime entitlements.  

 y Employers must keep a written record of start and finish times 
including unpaid breaks for each employee. Employees must 
sign off or acknowledge the record as accurate in writing for 
each pay cycle. 

 y Employers must perform an annual ‘reconciliation’ every twelve 
months from the commencement of the agreement and at 
termination of employment. Any unpaid wages must be paid 
within 14 days.   

 y Model clause 3 has an additional provision where an 
annualised salary is only permitted when an employee and 
employer mutually agree in writing to enter into such an 
agreement, which can be terminated at any time by mutual 
agreement or with 12-month’s written notice from either party. 

The Risks of Non-Compliance 
With added administrative burden, employers 
may decide to forego offering annualised salary 
agreements in order to avoid the high cost of non-
compliance: risks of litigation, back-pay of wages, 
superannuation and interest, damage to brand 
equity, and challenges related to attracting and 
retaining top talent. The Fair Work Ombudsman 
recovered $40 million in recovered wages due to 
underpayment for 18,000 employees according to 
their 2018-19 Annual Report—many of which were 
due to underpayment under annualised salary 
agreements.  

In recent years, organisations across Australia 
have entered into an enforceable undertaking 
related to insufficient payment to employees. An 
undertaking (a written agreement between the Fair 
Work Ombudsman and someone who has violated a 
workplace law) includes an admission of unlawfulness 
by the employer and an agreement to fulfil actions 
that will correct the issues along with required steps 
to ensure a similar violation will not reoccur.



What to Look for in a Workforce 
Management Vendor
In order to define annualised salary agreements that align with 
their business practices and needs, employers have freedom over 
how inclusions are defined. However, employers must include 
provisions that avoid underpayment to employees and must pay 
out any additional loadings as separate entities when work hours 
exceed documented limits. A workforce management solution with 
unprecedented flexibility that solves for an organisation’s unique 
business needs while simplifying compliance can help. When 
evaluating a workforce management vendor, make sure they can 
simplify compliance with annualised salary agreements with:

 y Diverse time capture options to support and ease the burden 
of required time reporting provisions, including start and stop 
times as well as all breaks—paid or unpaid. 

 y Automation of all calculations related to overtime payments, 
penalty rates, and other inclusions exceeding defined ‘outer 
limits’ each pay period or roster cycle for payment as separate 
entries. 

 y Enforced employee confirmation of the accuracy of worked 
hours and calculated gross pay for each pay period prior to 
payroll processing. 

 y Automated annual reconciliation and employment termination 
audits for calculating any deficits of payments to your payroll 
system—off-cycle or with next pay period—to easily comply 
with the requirement of completing payments within 14 days. 

 y Proof of compliance with a detailed audit trail for each 
transaction and payment. 



Appendix A:
19 Modern Awards Affected as of March 1, 2020

Banking, Finance 
and Insurance 

Award 2010

Broadcasting 
and Recorded 
Entertainment 

Award 2010

Oil Refining and 
Manufacturing 

Award 2010 (Clerical 
Employees Only)

Pastoral Award 
2010

Clerks - Private 
Sector Award 2010

Salt Industry 
Award 2010

Pharmacy Industry 
Award 2010

Contract Call 
Centres Award 

2010

Horticulture Award 
2010

Telecommunications 
Services Award 2010

Rail Industry 
Award 2010

Hydrocarbons 
Industry (Upstream) 

Award 2010

Local Government 
Industry Award 

2010

Water Industry 
Award 2010

Legal Services 
Award 2010

Manufacturing and 
Associated Industries 

and Occupations 
Awards 2010

Wool Storage, 
Sampling and 

Testing Award 2010

Mining Industry 
Award 2010

Oil Refining and 
Manufacturing 

Award 2010

In addition, the Fair Work Commision has deferred the inclusion of additional provisions to the Hospitality Award, the Marine Towage Award, the Restaurant Industry Award, and 
the Health Professionals Award until a yet to be determined date.

Source: http://www.mondaq.com/Article/894300 
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About WFS Australia
WFS Australia is a provider of cloud workforce management solutions that empower employees and 

managers to digitise time and labour processes, optimise demand-driven rostering, simplify absence 

management and enable strategic business insight. Our solution, the WorkForce Suite, adapts to your 

organisation’s specific workforce management requirements no matter how unique your pay rules, 

labour regulations, rosters, and employee self-service needs are. 

Whether your employees are global, unionised, full-time, part-time, mobile, or seasonal, we 

make managing your workforce easy, more rewarding, and less costly. WFS Australia is the only 

vendor in the HCM space who focuses exclusively on the workforce management needs of today’s 

complex enterprise.

To learn more about how the WorkForce Suite can help your 
organisation cut labour costs and gain access to actionable metrics, 
organisation-wide, visit  www.WFSAustralia.com
This information is designed for educational purposes only, and does not constitute formal legal guidance. By using this site, you acknowledge that there is no 
solicitor-client relationship between you and WFS: A WorkForce Software Company (WFS Australia). WFS Australia, and its employees and contractors, assume no 
liability for any damages or loss of any kind that might arise from the use of, or misuse of, the information conveyed herein. Information on this site should not be 
used as a substitute for competent legal advice, and organisations should contact their own legal counsel when dealing with issues pertaining to employment law.

Copyright © 2020 WorkForce Software, LLC. All Rights Reserved. WorkForce Software, WFS, and Making Work Easy are trademarks registered in the U.S. Patent 
and Trademark Office.


