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In the third instalment of its economic response to the coronavirus
pandemic, the Federal Government has announced a new wage

subsidy called JobKeeper Payment.

This payment is effectively a wage subsidy of $1,500 per fortnight
paid to employers who retain eligible employees, as well as a
payment of $1,500 per fortnight to eligible self-employed individuals.

In this article we explore the JobKeeper Payment proposal, based on
the Government’s announcement and fact sheets. However,

FirstTech intends to release more detailed analysis on this measure

once legislated.

What is the JobKeeper Payment?

The JobKeeper Payment is a temporary payment designed
to help businesses affected by the Coronavirus to cover
the costs of their employees’ wages, so that more
employees can retain their job and continue to earn an
income.

The JobKeeper Payment is proposed to commence from
30 March 2020 and will apply for a period of six months.

The JobKeeper Payment involves an employer paying at
least $1,500 per fortnight to eligible employees, and
receiving a $1,500 subsidy per eligible employee from the
ATO.

JobKeeper Payment is also available to eligible self-
employed individuals who do not have employees!. In
this case, the ATO will pay the individual directly.

Employers who pay the JobKeeper Payment to eligible
employees from 30 March, are proposed to receive the
first subsidy from the ATO (backdated to 30 March) in the
first week of May.

Payments from the ATO are made monthly, in arrears.

L It is unclear at this stage from the Government’s announcement whether
self-employed sole traders will also be eligible to receive JobKeeper
Payment in respect of themselves where they also employ staff.
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Eligibility for JobKeeper Payment
program
Which employers are eligible to participate?

Employers will be eligible to participate in the JobKeeper
Payment program if their turnover will reduce by certain
levels relative to a comparable period a year ago (of at
least a month).

e For employers with a turnover of less than $1
billion, turnover must reduce by more than 30%.

e For employers with a turnover of $1 billion or
more, turnover must reduce by more than 50%.

Not for profit employers (including charities) and self-
employed individuals (without employees?) can also apply
subject to meeting the turnover tests above.

For which employees can an employer claim
JobKeeper Payment?

To be eligible, an employee must:

e Have been employed by the employer on 1 March
2020
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e Be currently employed by the employer (including
if stood down or rehired since 1 March 2020)

e Be employed full-time, part-time, or long-term
casual (a casual employee is only eligible if
employed on a regular basis for at least 12
months at 1 March 2020)

e Be at least 16 years of age

e Not be receiving JobKeeper Payment from
another employer

e Be an Australian citizen, permanent resident,
protected special category visa holder, non-
protected special category visa holder who has
been residing continually in Australia for 10 years
or more, or a subclass 444 visa holder.

Employer / employee notification obligations

Employers are required to notify employees that they are
receiving a subsidy for them under the JobKeeper
Payment program.

While most employees don’t need to do anything further,
the following action is required where relevant:

e Where an employee has multiple employers,
they must notify that an employer is their
primary employer (this will generally be the
employer for whom the employee claims the tax-
free threshold, although it is unclear if this will
apply by default).

¢ Where an employee is not an Australian citizen,
they must notify the employer of their visa
status to help determine eligibility.

JobKeeper Payment for self-employed individuals

Self-employed individuals (eg, sole traders) without
employees are also eligible for the JobKeeper Payment
provided the relevant turnover reduction test is met (eg,
their turnover has reduced by more than 30%).

Where a self-employed individual is eligible, the ATO will
directly pay an amount equal to $1,500 per fortnight to
their bank account (paid monthly in arrears).

It is unclear at this stage from the Government’s
announcement whether self-employed sole traders will
also be eligible to receive JobKeeper Payment in respect
of themselves where they also employ staff.

How much will eligible employees

receive?

Eligible employees will always receive at least $1,500 per
fortnight under the JobKeeper Payment program.

Eligible employees who are currently receiving more than
$1,500 per fortnight before tax from their employer will
continue to receive their existing pay, unless there is a
change to their employment arrangements. The employer
will receive a $1,500 per fortnight subsidy to assist with
the cost of paying the employee.

Adviser use only

Eligible employees receiving less than $1,500 per
fortnight must receive the full $1,500 in order for the
employer to receive a subsidy for them. This will include:

e active employees who earn less than $1,500 per
fortnight

¢ employees that have been stood down by the
employer, and

¢ employees that were terminated by their
employer after 1 March 2020 but have
subsequently been re-engaged by their employer.

Employees currently being paid less than $1,500 per
fortnight may therefore receive a pay rise due to the
JobKeeper Payment.

Example: Multiple employees
XYZ Co employs:

e Anna, working full time earning $4,000 per
fortnight

e Jess, who has been stood down since 1 March and
is not currently being paid.

XYZ Co is eligible for the JobKeeper Payment due to
reduced turnover and all employees are eligible. XYZ Co
registers for JobKeeper Payment effective from 30 March
2020. XYZ Co must:

e Continue to pay Anna $4,000 per fortnight as per
existing employment arrangements.

e Start to pay Jess $1,500 per fortnight.

The ATO will then pay XYZ Co a subsidy of $3,000 per
fortnight for the two eligible employees (monthly in
arrears with payments starting from 1 May, backdated to
30 March).

Example: part time employee

123 Co employs Paul, who works on a part-time basis
earning $800 per fortnight.

123 Co is eligible for the JobKeeper Payment due to
reduced turnover and Paul is an eligible employee. 123
Co registers for JobKeeper Payment effective from 30
March 2020. 123 Co must increase payments made to
Paul from $800 per fortnight to $1,500 per fortnight.

The ATO will then pay 123 Co a subsidy of $1,500 per
fortnight for the eligible employee (monthly in arrears
with payments starting from 1 May, backdated to 30
March).

Example: self-employed individual

Fran is a sole trader with no employees. Her turnover in
March 2020 compared with March 2019 has reduced by
more than 30% and she is therefore eligible for JobKeeper
Payment.

Fran registers for JobKeeper Payment effective from 30
March 2020. The ATO will directly pay Fran an amount
equal to $1,500 per fortnight (monthly in arrears with

payments starting from 1 May, backdated to 30 March).
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Employees with multiple employers

An eligible employee with multiple employers can only
receive JobKeeper Payment for their employment with
their primary employer.

However, income earned from their other employment
does not impact on their JobKeeper Payment.

Example:
Jim works:
e  Part time for Gardening Supplies PTY Ltd, earning
$1,200 per fortnight.
e Part time for Landscape Solutions PTY Ltd, earning
$600 per fortnight.

Both employers are eligible for the JobKeeper Payment
program and Jim is an eligible employee. Jim claims the
tax free threshold with Gardening supplies PTY Ltd and it
is his primary employer.

Gardening Supplies PTY Ltd registers for JobKeeper
Payment effective from 30 March 2020. It must increase
payments made to Jim from $1,200 per fortnight to
$1,500 per fortnight.

The ATO will then pay Gardening Supplies PTY Ltd a
subsidy of $1,500 per fortnight for the eligible employee
(monthly in arrears with payments starting from 1 May,
backdated to 30 March).

Landscape Solutions PTY Ltd cannot claim the JobKeeper
Payment in respect of Jim. However, Jim can continue to
work part-time for Landscape Solutions PTY Ltd and
receive $600 per fortnight, with no impact on the $1,500
JobKeeper Payment received from Gardening Supplies PTY
Ltd.

Is JobKeeper Payment taxable?

Yes. The payments made to eligible employees (whether
a continuation of the same amount of normal salary and
wages, or a topped up amount to meet the required
$1,500 per fortnight JobKeeper Payment requirement) are
taxable for the employee, with the employer withholding
an estimate of tax as normal.

The subsidy received by an employer under the JobKeeper
Payment program is also assessable income of the
employer, however this is offset by the fact that the
salary and wages paid to employees (including due to the
JobKeeper Payment) are tax deductible.

JobKeeper Payment paid to eligible self-employed
individuals is also taxable.

Does the employer have to keep
paying Super Guarantee?

Superannuation Guarantee (SG) obligations continue as
normal for existing salary and wages (that are ordinary
time earnings) payable to employees.

However, where the amount paid to an employee was less
than $1,500 per fortnight, and is then increased to $1,500
per fortnight to meet JobKeeper Payment requirements, it
is not compulsory for the employer to pay SG in respect of
this additional amount.
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Example:

Kim is employed on a part time basis earning $1,000 per
fortnight with ABC Co (which is eligible for the JobKeeper
Payment). To receive the subsidy for Kim, ABC Co must
increase her pay to $1,500 per fortnight. While ABC Co
must keep paying SG on $1,000 per fortnight, it is not
required to (but can voluntarily) make SG contributions
for the additional $500 per fortnight in increased pay.

How does JobKeeper Payment
interact with social security benefits?

JobKeeper Payment received by an employee or self-
employed individual is treated as income for social
security purposes.

People who have already applied for or are receiving a
social security payment such as JobSeeker Payment (eg,
as a result of being stood down from work) will need to
advise Centrelink of their change in circumstances where
JobKeeper Payment commences to be received.

The JobKeeper Payment ensures that eligible employees
and self-employed individuals will receive income of at
least $1,500 per fortnight. This means that a person will
not be able to receive both JobKeeper Payment and most
social security payments (eg, JobSeeker Payment / Youth
Allowance / Parenting Payment) as income of $1,500 per
fortnight will reduce their social security payment to nil
under the income test.

However, people who have registered to claim for a social
security payment do not need to cancel their registration,
or contact Centrelink to advise of their change in
circumstances, until they commence to receive JobKeeper
Payment.

Where an individual had their employment terminated
since 1 March, they may be in a position to re-engage
with their employer to receive JobKeeper Payment, or
instead qualify for a social security payment such as
JobSeeker Payment. It appears that in the majority of
cases, JobKeeper Payment at $1,500 per fortnight will
provide more overall financial support than the alternative
social security payment.

JobKeeper Payment and $10,000
early access to super

Under the Government’s economic response to the
coronavirus pandemic, eligible members can make two
withdrawals of up to $10,000 of preserved / restricted
non-preserved superannuation.

To be eligible for early release a member must satisfy any
one or more of the following requirements:

e they are unemployed, or

e they are eligible to receive a JobSeeker
Payment, Youth Allowance for jobseekers,
Parenting Payment (which includes the single
and partnered payments), Special Benefit or
Farm Household Allowance, or

e on or after 1 January 2020:

o they were made redundant, or
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o their working hours were reduced by 20
per cent or more, or

e if they are a sole trader — their business was
suspended or there was a reduction in their
turnover of 20 per cent or more.

Prior to the introduction of JobKeeper Payment, an
employee who had been made redundant, stood down by
their employer, or had their working hours significantly
reduced, could qualify for early access to super.

However, it is unclear at this stage whether an employee
who is paid JobKeeper Payment (of at least $1,500 per
fortnight) could still be considered to have suffered a
reduction in working hours of 20 per cent or more to be
eligible for early access to super.

It is also unclear whether a self-employed person who
receives JobKeeper Payment is required to include this
payment when considering whether their business has
been suspended or turnover reduced by 20 per cent or
more.

How does an employer register?

Eligible employers and self-employed individuals can
register their interest in the JobKeeper Payment program
at www.ato.gov.au. They will then be notified once an
online registration form is available.

Employers will need to identify eligible employees and
provide monthly updates to the ATO. It is expected that
many eligible employees will be pre-filled in the online
application due to single touch payroll information.

Eligible self-employed individuals will need to provide an
ABN for their business, nominate an individual and
provide their TFN, and provide a declaration regarding
recent business activity.

How to contact us

Adviser Services 13 18 36 firsttech@colonialfirststate.com.au

The information contained in this update is based on the understanding Colonial First State Investments Limited ABN 98 002 348 352, AFS Licence 232468 (Colonial First State) has of the
relevant Australian laws as at 1 April 2020. As these laws are subject to change you should refer to a professional adviser for the most up-to-date information. The information is for
adviser use only and is not a substitute for investors seeking advice. While all care has been taken in the preparation of this document (using sources believed to be reliable and accurate),
no person, including Colonial First State or any other member of the Commonwealth Bank group of companies, accepts responsibility for any loss suffered by any person arising from
reliance on this information. This update is not financial product advice and does not take into account any individual’s objectives, financial situation or needs. Any examples are for
illustrative purposes only and actual risks and benefits will vary depending on each investor’s individual circumstances. You should form your own opinion and take your own legal,
taxation and financial advice on the application of the information to your business and your clients.

Colonial First State is not a registered tax (financial) adviser under the Tax Agent Services Act 2009 and you should seek tax advice from a registered tax agent or a registered tax
(financial) adviser if you intend to rely on this information to satisfy the liabilities or obligations or claim entitlements that arise, or could arise, under a taxation law. FS6475
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