​​​EMPLOYMENT LAW UPDATE: CHANGES TO THE MINIMUM WAGE

As we approach the new financial year, businesses must prepare for a number of changes in relation to minimum wages that will come into effect from 1 July 2024.

The Fair Work Commission has announced a 3.75% rate increase to the National Minimum Wage, in addition to increases to each of the 121 Modern Awards across a wide range of sectors “to keep pace with inflation to ensure real wages do not go backwards”. They say “while we have made welcome progress on inflation and seen a return to real wages growth earlier than forecast, many Australians are still under pressure - particularly low-paid workers”. 

The changes are significant, and the decision will impact 20.7% of Australian employees who are paid in accordance with the minimum wage rates in one of the 121 Modern Awards. Understanding these changes and the consequences of underpayments is crucial for ensuring compliance and maintaining a fair workplace.

New National Minimum Wage Rate

The new weekly minimum wage will be $915.90 (an increase from $882.80 ($33)) for full-time employees working 38 hours.

The new hourly minimum wage rate will be $24.10 (an increase from $23.23) for full-time employees working 38 hours.

Each of the Modern Awards will be varied over the coming weeks. The variations will provide the exact dollar figure of the revised minimum wage rates for all job levels in each Modern Award.  

Superannuation Guarantee Increase

In addition to the increase to the National Minimum Wage, from 1 July 2024 the superannuation guarantee rate will increase to 11.5% (from the current 11%). This means employers must contribute an additional 0.5% of an employee’s ordinary time earnings to their nominated superannuation fund.  

Employees with a wage and superannuation pay structure means employers will incur the additional 0.5% increase in costs. Employees with a remuneration package pay structure means the 0.5% increase will be included in the package if the employment contract permits the change and the employee’s remuneration stays at or above the revised National Minimum Wage or the new minimum wage in the relevant Modern Award. There would be a 0.5% reduction in wage and a 0.5% increase in superannuation, which means the remuneration package stays the same.       

Employers should note that even if you are legally able to pass the superannuation increase onto employees, there are broader implications of this decision for your workforce. For instance, financial pressures on employees and reduced morale and retention.
How Employers can Prepare

This change will be effective from the first pay period on or after 1 July 2024.

Employers can prepare by taking proactive steps to ensure compliance by:
· evaluating your current pay structure and identifying employees who will be affected; 
· communicating with employees about changes to their remuneration and entitlements and being clear about dates and adjustments to reduce queries;
· amending affected employees’ pay rates accordingly; 
· calculating the increase for renumeration and make sure they reflect the rates in the Modern Award Determination and overall employment costs;
· ensuring payroll systems and processes are configured to reflect and comply with these changes;
· regularly reviewing (and update where necessary) employment contracts to ensure they reflect changes in award conditions; and 
· conducting regular audits to ensure employee classifications, rates and other entitlements are accurate and up-to-date

Consequences

Failing to comply with the new minimum wage rates and superannuation guarantee can have serious consequences for businesses, including:

· financial penalties - underpaying employees can result in employees paying significant fines. The Fair Work Ombudsman can impose penalties of up to $16,500 per breach for individuals and up to $82,500 per breach for companies; 
· back payments - if found to have underpaid employees, employers will be required to back pay the owed wages
· legal action - underpaid employees can file complaints with the Fair Work Ombudsman, leading to investigations and potential legal action. This can result in costly legal fees and further financial liabilities; and 
· reputational damage - public knowledge of wage underpayments can severely damage business reputation, leading to loss of custom, difficulty in recruiting and retaining employees.

A copy of these changes can be found here.
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This article is a general guide to the subject matter. Specialist advice should be sought about your specific circumstances.
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