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Newsletter February 2014 
With the government hailing the end of the age of entitlement and the current focus on workplace 

agreements, it’s more important than ever that Boards get executive pay right. To this end, we’ve 

written some articles this month on benchmarking, TSR tracking and disclosure. 

We have also written submissions to ASIC’s consultation on employee incentive 

schemes and Treasury’s consultation on employee share schemes in startups. 

We hope you continue to consider our viewpoints and appreciate your feedback. 

 

Benchmarks in Conflict 

It is not unusual for remuneration benchmarking to cause conflicts between the 

Board and management. 

 

Super Remuneration Disclosure Factsheet 

New remuneration disclosure requirements applying to superannuation funds 

and their executive officers and individual trustees are proposed to commence 

on 1 July 2014. 

 

LTI Vesting – When Complexity Calls for a Third Umpire 

The assessment and verification of employee entitlements under long term 

incentive plans can lead to unexpected complexity. 

 

Board Reviews: Who Guards the Guards? 

If Board evaluation experts are the guardians of Boardroom effectiveness, who 

is guarding the guards? 

 

Time for a Clean Slate on Workplace Agreements 

The difficulties with many agreements adapting to the new world of work stem 

from the layering of new arrangements over legacy practices. 

Benchmarks in Conflict 

John Egan 

http://www.eganassociates.com.au/wp-content/uploads/2014/02/0131-ASIC-Submission.pdf
http://www.eganassociates.com.au/wp-content/uploads/2014/02/0131-ASIC-Submission.pdf
http://www.eganassociates.com.au/wp-content/uploads/2014/02/0207-ESS-Treasury-Submission.pdf
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It is not unusual for remuneration benchmarking to cause conflicts between the Board and 

management. 

In a number of circumstances, we have seen Board remuneration committees seek independent 

information and advice on appropriate reward strategy and levels of fixed remuneration, while 

management seek information from another provider (allowed under the Corporations Act), which 

they interpret and provide to the committee in support of their own views and proposals. 

To illustrate possible conflicts that may arise in such a situation, we have completed a simplified 

sample external benchmark analysis (as most KMP benchmarking is horizontal not vertical, although 

internal relativities are always considered in remuneration reviews). 

We explore data for the chief financial officer (CFO) of six companies, two each in: 

 the top 21-50 companies; 

 the top 51-100 companies; and 

 the top 151-200 companies, 

with companies ranked by market capitalisation. The highest ranked company in each sample had a 

market capitalisation from 2.8 times (21-50) to 1.8 times (151-200) the lowest ranked company. 

For each of the six companies, we compiled information on fixed remuneration and total annual 

remuneration (including annual incentive payments) for four comparator groups based on: 

The population of the ranked sample (Either 21-50, 51-100 or 101-200) 

 Market Capitalisation; 

 Revenue; and 

 Total Assets. 

Companies included in the analysis for the last three metrics were between half of the relevant 

company’s data and 50% larger. 

 

 

 

 

 

 

 

 

The charts below highlight the average reward payable to a CFO using these four filters, with 

samples A through F representing the six companies. There was little difference between the 

average and median. 

http://www.eganassociates.com.au/examining-md-consultant-relationships/
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The charts display that using information relating to an organisation’s relative rank on the ASX can 

be unhelpful and achieve vastly different results to those obtained using other more specific filters. 

Using a customised comparator group has the potential to exacerbate this effect. 
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Organisations which may be similarly ranked could have very different revenues or assets, although 

we acknowledge that in relation to a company’s earnings market capitalisation is generally an 

appropriate surrogate.  

Remuneration consultants will apply more than one lens when conducting a remuneration review, 

taking the most appropriate metrics for each organisation into account to obtain a well grounded 

recommendation. 

Benchmarking will often be overlaid by the application of further lenses, including organisations 

whose operations are primarily Australasian as distinct from substantially international, or 

organisations in a comparable industry sector. 

Further considerations 

The issue we have highlighted is far from the only conflict likely to be encountered during 

benchmarking assignments. In discussions with both management and members of remuneration 

committees, we are observing a significant number of challenges arising from: 

 Varying perspectives regarding the most relevant benchmark sample, which may be 

companies with comparable revenues or assets under management or may be industry 

specific, a customised company benchmark, a broad ASX index or a blend of local and 

international companies; 

 A different interpretation of the same data; 

 Omissions in clarifying the assumptions used; 

 Varying interpretations when management or Board seek a prospective as distinct from a 

retrospective view of market award levels; 

 A blurring in some instances of whether payments under a retirement plan or legacy benefit 

plans are included or excluded when describing fixed remuneration.  

 The basis of allocation of share rights (see our article here on this matter). 

 Confusion around awards realised under long term or annual incentive plans, which are at 

variance with values reached by accounting treatments and the values of target awards or 

maximum awards. 

 Varying views on the degree of difficulty of long term incentive plan hurdles for example: 

o Does full vesting occur after three, four or five years? 

o For EPS performance standards, does 50% vest at 5% compound and 100% at 

10% compound or does 20% vest at 10% compound and 100% at 15% 

compound? 

o For relative TSR performance standards, does 50% vest for relative performance 

above the 50th percentile of the comparator group or does vesting commence at the 

50th percentile? Does 100% vest for relative performance above the 75th percentile 

or 100% vests for performance above the 90th percentile? 

 Erroneous assumptions that executives receiving fixed remuneration at the median are also 

receiving annual incentives and long term incentives at the median – they may be receiving 

incentives at well above or well below the median. (Most survey tables represent a discrete 

sample. For annual incentives and long term incentives, samples normally represent a 

distribution where less than 100% of the executives have received an award in the current 

year. Hence, the distribution of information on both the annual incentive and the long term 

http://www.eganassociates.com.au/fair-value-is-it-fair/
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incentive often represents an analysis of award values for recipients and excludes zero 

values.) 

Conclusion 

Since the publication of remuneration information in Annual Reports, the amount of information 

available for benchmarking purposes has increased significantly, as has its complexity. 

We have observed that some organisations claiming to have a fixed remuneration policy at the 

median have over time elevated their fixed remuneration well above the median, either due to 

incremental increases with increased executive tenure and improved performance or the expansion 

or contraction of the company in regard to a particular metric. When on plan annual and long term 

incentives are taken into account, total reward levels are actually in the top quartile. 

Remuneration Committees should ensure that they do not make claims which cannot be 

substantiated due to flawed or oversimplified benchmark practices. 

In interpreting reward data, either developed internally or provided externally, Boards need to be 

assured that the criteria used in sampling is the most relevant for the company. It is appropriate for 

an Asset Manager to place less reliance on organisations with comparable revenues, though in 

another setting annual revenues may be far more relevant than assets managed. In this context, we 

are observing major retailers would use gross profit margin as a surrogate for revenue not total 

revenues when exploring comparators outside the retail environment. 

If a broad-based index (eg S&P/ASX 100) minus selected exclusions is used as a comparator group, 

it is important that organisations are transparent about which companies have been excluded and 

why. Consistency year-to-year on the method of choosing the customised comparator group is also 

important. Boards must also be cognizant of the fact that the smaller the comparator group, every 

company that is included or excluded will potentially make a large difference to the resulting 

analysis. 

It is necessary for Boards to carefully examine total reward, not elements of reward in isolation of 

the other core components, and in this context the three critical ingredients would be: 

 fixed remuneration; 

 annual incentive award outcomes and/or annual incentive award opportunity; and 

 long term incentive award value using a common methodology. 

Information providers to management and advisers to Boards need to ensure their sample is 

thoroughly considered, that the distribution of accountabilities among the key management 

personnel population is understood and that their interpretation of relevant market information is 

overlaid with organisation, industry and geographic specific insights. 

Back to Title Page  
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Superannuation Disclosure Factsheet 
John Egan 

After two deferrals last year to the start date, the new remuneration disclosure requirements 

applying to superannuation funds and their executive officers and individual trustees are proposed to 

commence on 1 July 2014. The stated aim of the new provisions is to bring super fund trustees 

and senior executives in line with provisions that apply to publicly-listed companies. 

Who is covered? 

The remuneration details of each ‘executive officer’ or 

‘individual trustee’ is required to be disclosed under 

section 29QB(1)(a) of the Superannuation Industry 

(Supervision) Act 1993. The term ‘executive officer’ is 

defined to mean: 

“a person, by whatever name called andwhether or 

not a director of the body, who is concerned, or takes 

part, in the management of the body.” (emphasis 

ours) 

The above definition is significantly broader than the Key Management Personnel (KMP) definition 

under section 9 of the Corporations Act. Section 300A of the Corporations Act requires disclosure 

of the remuneration arrangements for KMP. 

KMP is defined under section 9 to have the same meaning as the accounting standards. Under 

AASB 124, KMP is defined as: 

“persons having authority and responsibility for planning, directing and controlling the activities of 

the entity, directly or indirectly, including any director (whether executive or otherwise) of that 

entity”. (emphasis ours) 

The broader ‘executive officer’ definition means that it could potentially extend beyond senior 

management and executives to apply to line managers. That is, employees who traditionally are not 

in a position of requisite authority and responsibility. 

What needs to be disclosed? 

The relevant regulation (Regulation 2.37 of the Superannuation Legislation Amendment (MySuper 

Measures) Regulation 2013) is modelled on the existing requirements for listed companies under 

section 300A of the Corporations Act. The remuneration details required to be disclosed 

are extensive. 

In addition to short term employee benefits like salary, fees and non-monetary benefits, the 

following are also required to be disclosed: 

 Short-term cash profit sharing and other bonuses; 

 Long-term benefits (including separate identification of any amounts attributable to a long-

term incentive plan); and 

 Equity and cash-settled share-based payments (with shares, units, options and rights being 

shown separately). 
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In addition to disclosing the kind of remuneration above, the following is also required: 

 Terms and conditions attaching to each grant (including any applicable service and 

performance criteria but also the fair value, exercise price, first exercise and expiry dates per 

option or right, where applicable) 

 The percentage of the bonus or grant (including options and rights) that was paid or vested 

and the percentage that was forfeited; and 

 Estimates of the maximum and minimum possible total value of the bonus or grant. 

Key questions for trustee Boards to consider: 

 Who are the relevant ‘executive officers’ covered by the new regulation? How is 

management of the entity currently structured? When is a manager not an ‘executive 

officer’? 

 Do we currently remunerate our ‘executive officers’ appropriately? Have we reviewed the 

overall remuneration mix, including short term and long term incentive arrangements? What 

is market practice? 

 How do we currently benchmark remuneration of ‘executive officers’? Can/should we rely 

on external remuneration recommendations? On what basis can we rely on such 

recommendations? Should such recommendations be independent? 

 What do we need to do to develop a new remuneration framework? What structure should 

the overall framework take? How do we align the interests of our ‘executive officers’ and 

our members? What key performance indicators and performance measures should we 

consider? 

 Do we have sufficient capabilities and resources internally to meet the enhanced disclosure 

requirements? 

Back to Title Page 
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LTI Vesting – When Complexity Calls for 

a Third Umpire  
Indradeep Mazumdar 

At least 70% of listed organisations use relative TSR as a performance measure under long term 

incentive (LTI) programs. 

Yet the assessment and verification of employee entitlements under such plans can lead to 

unexpected complexity. 

Egan Associates’ analytics function supports clients in this arena, performing benchmark analysis on 

relative TSR to determine the percentage of rights which vest and verify Board and/or Remuneration 

Committee’s decisions to vest securities. We also monitor relative TSR performance over a series of 

grants on a six monthly basis as requested by clients to inform the Board, Remuneration Committee 

and key executives how performance is tracking against TSR hurdles. 

 

In the last decade of undertaking analytical work and providing recommendations for ASX listed 

organisations (although an increasing proportion of our analysis involves international comparators), 

we have noticed significant variations in the methods and assumptions used to calculate 

entitlements. Some of these variants are industry specific while some of them are organisation 

specific. 

 

 

http://www.eganassociates.com.au/wp-content/uploads/2014/02/Financials.png
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The issues that Egan Associates has observed that have become increasingly relevant and are 

creating some confusion are: 

 Does the company benchmark its performance against an index? Which index should it 

select? Should this be an industry specific index or rank specific index? Should the index 

exclude some industries or organisations? 

 Is the industry sector comparator group the most relevant given the significant variability in 

market capitalisation of its constituents, e.g. $500 Million to over $5 Billion? 

 Does smoothing address market variability? Over what period should the data be smoothed? 

 Should retesting be applied? Should it be regular or one-off? Is it daily, quarterly, six monthly 

or annually? 

 For an international multi-currency comparator benchmark, should performance be indexed 

to a single currency? 

 How should the dynamics of the comparator group be treated; eg companies delisting, 

moving in or out of the index, demerging, divesting significant assets/businesses? 

 How does market speculation impact certain organisations, eg news of a takeover, merger, 

government investigation, international shareholding approvals, the grant of an export 

license? How should this be considered in the analysis? 

Over the next 6 months, we will illustrate these issues by way of a series of case studies. This 

series will focus entirely on performance management and not on securities valuation. 

Back to Title Page 
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Board Reviews: Who Guards the Guards 
Vince Murdoch 

By now your Board has probably held several discussions about Board effectiveness. How do we 

know we’re adding value in our role as Directors? What improvements have we made to corporate 

governance practice? How have we lifted organisational performance? How well are we evaluating 

ourselves? 

After all, scrutiny of Boards and their Directors has never 

been more acute: expectations on Boards and aspiring 

Directors have increased significantly since the global 

financial crisis. 

You may also have reflected on the capability of external 

Board reviewers, leading to the question: If Board evaluation 

experts are the guardians of Boardroom effectiveness, who is 

guarding the guards? 

One attempt to address this question has emerged recently in the UK, where a Board review 

advisory practice released a code of practice which it hopes will be embraced by Boards and 

external reviewers and enforced by an independent oversight body. To some this makes perfect 

sense, as how can any industry be taken seriously that does not have a set of standards to adhere 

to? 

Helen Pitcher, of Advanced Boardroom Excellence, the firm which launched the code, observes 

… “The market suffers a lack of clarity as to what chairmen and company secretaries can expect 

from a board evaluation. Many chairmen also lack information on who the key players are, or they 

have had variable experience of evaluations and are unclear as to what represents value, with fees 

ranging from £20,000 to £250,000 in some instances.” 

Notable recommendations outlined in the proposed charter include: the maintenance of advisor 

independence by refraining to pursue more than two consecutive assignments, the appropriate 

handling of conflicts of interest, the implementation of safeguards against potential insider trading, 

and a sharper focus on client and adviser communication throughout the Board review process. 

While the proposed code of practice is quite extensive, one aspect which we believe to be an 

important area is its focus on communication, which is the subject of multiple recommendations. 

Without effective communication, a Board evaluation becomes vulnerable to misunderstanding and 

participants are more likely to fall prey to “tick the box” syndrome. 

If we consider the five main steps of Board effectiveness reviews as: 

A. Scoping – The Board reviewer consults the Chairman of the Board to clarify the aims of the 

review and how it will proceed. 

B. Information gathering – Conducted by the Board reviewer via interviews, surveys, 

documentation analysis, observation of the Board, research of other Boards or any 

combination of these elements. 

http://static.squarespace.com/static/527d46a3e4b07ed7f733f950/t/52ec0b40e4b0c23f2a671fef/1391201087998/Board%20Evaluation%20The%20Code%20of%20Practice.pdf
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C. Reporting – This involves the communication of the reviewer’s findings with the Chairman 

and perhaps the Board. 

D. Post Evaluation Review – The Board discusses the findings of the review (where the 

consultant may or may not be present) and decides on a series of actions. 

E. Follow-up – The reviewer assists the Chairman in ensuring progress of the agreed actions to 

improve the functioning of the Board. 

Set out below are some key suggestions of the code relating to communication, next to which I 

have identified which of the steps of the process (set out above – A to E) they will significantly 

improve: 

UK Code of practice 

suggestions 

Rationale and expected 

benefit for the Board 

Board Review 

Steps 

A B C D E 

Consultants and Chairman should work 

together to engage the interest of 

the whole Board 

– ensures cooperation during 

information gathering and gives 

Directors a sense of ownership over 

actions. 

  X X X X 

Consultant and client should agree on 

appropriate interactions with each 

Director 

– reduces confusion during information 

gathering and ensures Directors do not 

become offended 

  X   X   

Client should accept consultant 

observation of the Board 

– eases the way during information 

gathering and improves report quality 
  X X     

Consultant should be provided with 

relevant company documents and 

information 

– necessary to frame information 

gathering and improve report quality   X X     

The consultant should feed back in a 

discrete, balanced and informative, but 

also courageous manner 

– Directors respond better to 

suggestions X     X X 

Client should consider how to disclose 

the evaluation outcome annual report 

– Directors will be more comfortable if 

they know how the evaluation is to be 

disclosed. 

      X X 
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Client and consultant should agree on the 

scope of the assignment 

– focuses consultant on the correct 

issues and informs them of the level of 

engagement required 

  X X     

Client and consultant should agree on 

timing deliverables and fees 

– reduces possibility of future 

disagreements 
X X X X X 

Client and consultant should agree who are 

contacts for both sides and which 

consultant will carry out the work 

– ensures a more open and swift line of 

communication X X X X X 

Both parties will provide feedback to each 

other throughout the review on how it is 

progressing for them 

– ensures any problems are swiftly 

addressed X X X X X 

Both parties will agree how lessons learned 

will be best shared to the participants 

– helps ease the pain of feedback 
    X X X 

Both parties will agree on how the follow-

up will be conducted 

– a prearranged process will allow a 

more objective evaluation of the 

outcomes 

        X 

While there are many other suggestions contained in the proposed Code, this set seem to highlight 

the core of what Boards and external reviewers ought discuss and agree to ensure that Board 

reviews deliver the benefits of enhancing governance and improving organisational performance. 

Back to Title Page 
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Time for a Clean Slate on Workplace 

Agreements 
Recent months have seen a strong focus on workplace agreements. 

Ford, Holden and Toyota announced their decision to cease manufacturing in Australia, followed 

by Alcoa announcing the closure of its aluminium smelter in Geelong. SPC Ardmona’s workplace 

agreement was also placed under the spotlight as the Federal Government declined a request for 

financial aid. 

Rio Tinto struck a landmark agreement with the Australian Workers Union where members forgo 

guaranteed pay rises in exchange for better job security and protection of conditions, such as above 

award redundancy entitlements, payments for health insurance and death and disability payments. 

Recently released Australian Bureau of Statistics data reveals unemployment has risen to 6% in 

seasonally adjusted terms. The Bureau also states that the seasonally adjusted wage price index 

has increased 2.6% in the past year, the smallest increase since the series commenced in 1997 and 

one that given recent inflation rises represents a fall in real wages. The ABS also released data on 

Australian Weekly Earnings up to November 2013, which have increased 3.1% year-on-year for 

total full time work, down from 4.8% in the period to May 2013. 

(The Wage Price Index measures changes in the price of labour, following trends for a fixed 

“basket” of jobs, while Average Weekly Earnings measures the level of average earnings in Australia 

at a point in time and is affected by changes in the level of earnings per employee and in the 

composition of the labour force.) 

The Productivity Commission has been repeating its message for some time that wage growth can 

only be sustained through productivity increases. 

Evidence suggests that it is imperative companies raise the bar and increase productivity through 

better management (see the information box). This will foster increased flexibility and enable 

companies to offer increased pay for internationally competitive productivity outcomes. 

Having said this, it also seems clear that while some employee entitlements contained in workplace 

agreements are reasonable, providing compensation for genuine hardships, others have become 

outdated in the contemporary world of work and Australia’s need to be internationally competitive. 

The difficulties with many agreements adapting to the new world of work stem from the layering of 

new arrangements over legacy practices. Like software, as new versions are released more code is 

added, resulting in additional complexity and, in many cases, sacrificing performance. 

The Federal Government has alreadyasked the Fair Work Commission to consider the 

appropriateness of penalty rates in its review of the modern awardand has also announced changes 

to industrial relations laws that will allow workers to trade their penalty rates in return for more 

flexible hours of work. 

For the best result, perhaps the most appropriate course would be to draw a line in the sand. Could 

all workplace agreements be rebuilt as of 30 June 2015? If we start from scratch, considering only 

the future and not the past, which entitlements will still seem appropriate? 

http://www.smh.com.au/federal-politics/political-news/alcoa-job-losses-fuel-political-tension-20140218-32ykk.html
http://www.theaustralian.com.au/national-affairs/policy/awu-smelter-deal-puts-jobs-above-pay-rises/story-fn59noo3-1226829896192
http://www.theaustralian.com.au/national-affairs/policy/awu-smelter-deal-puts-jobs-above-pay-rises/story-fn59noo3-1226829896192
http://www.abs.gov.au/AUSSTATS/abs@.nsf/Lookup/6202.0Main+Features1Jan%202014?OpenDocument
http://www.abs.gov.au/ausstats/abs@.nsf/Latestproducts/6345.0Main%20Features1Dec%202013?opendocument&tabname=Summary&prodno=6345.0&issue=Dec%202013&num=&view=
http://www.abs.gov.au/ausstats/abs@.nsf/Latestproducts/6302.0Main%20Features4Nov%202013?opendocument&tabname=Summary&prodno=6302.0&issue=Nov%202013&num=&view=
http://www.abs.gov.au/ausstats/abs@.nsf/Latestproducts/6302.0Main%20Features4Nov%202013?opendocument&tabname=Summary&prodno=6302.0&issue=Nov%202013&num=&view=
http://www.eganassociates.com.au/pay-and-productivity/
http://www.fwc.gov.au/sites/awardsmodernfouryr/submissions/AM20141_sub_AusGov_030214.pdf
http://www.fwc.gov.au/sites/awardsmodernfouryr/submissions/AM20141_sub_AusGov_030214.pdf
http://www.afr.com/p/national/trade_penalty_rates_for_flexible_eS1PnfGRNi9E6l1L6S7mBK
http://www.afr.com/p/national/trade_penalty_rates_for_flexible_eS1PnfGRNi9E6l1L6S7mBK


 

Page 14 of 20 

  

Currency and relevance should dictate remuneration for the working world of today, not history and 

precedence. 

In this context, some questions which would be raised following an examination of agreements 

could include: 

1. Are different payments for different days of the week still relevant in a world where services 

are available 24/7? 

2. In a working environment where most workers regularly complete unpaid overtime to a 

reasonable number of hours to get the job done, is it appropriate that a certain number of 

employees receive double their pay for additional hours worked? 

3. What is a reasonable working week? Do different occupations need different numbers of 

hours in a working week or day? 

4. How can we best strike a balance between days off and workplace continuity? Are rostered 

days off a remnant of a bygone era that need to be grandfathered or discontinued? 

5. How many allowances really represent hardships that should be compensated in enterprise 

agreements? How many are no longer applicable? Are there new allowances we should 

consider? 

6. Which agreement clauses have the most capacity for misuse? 

7. What additional clauses are not in workplace agreements that should be? For example 

productivity/performance clauses, working hours flexibility clauses or recognition of relevant 

learning/capability improvement. 

8. What is a sustainable level of increase in wages that is not based on performance? 

Such a rethink would have to occur across all levels of employment, including the executive level, 

although the questions to be asked would be different. What elements of executive remuneration 

are aligned to expertise and effectiveness? Which elements are legacies of the past and no longer 

relevant? What practices have evolved that do not make sense or are not achieving the key goals of 

equitable remuneration – having regard to executive input and shareholder expectations? 

We have reviewed a number of workplace agreements in the retail, construction, industrial, 

resources, financial services and maritime sectors, noting themes. We outline these themes below 

and contrast them to the conditions enjoyed by senior management. 

Some notes from enterprise agreements examined: 

Loadings/Penalty Rates 

Often, Saturday is paid at time and a half, Sunday at double time and public holidays at either 

double time and a half or even triple time in some cases. (This is not universal – Doyles Restaurants 

only offers time and a quarter for Saturdays and time and a half for Sundays). There are often 

loadings for particular shifts (normally around 15% to 30% depending on the shift, but one 

company would pay double time if workers were required to carry out a certain shift intermittently 

rather than on an ongoing basis). Casual workers generally also receive a loading. 

 



 

Page 15 of 20 

  

Hours, Spread and Overtime 

Maximum ordinary time hours to be worked in agreements were generally in the high thirties, 

ranging from 35 to 38 hours a week. Maximum hours to be worked a day ranged from 8 to 12 

hours, depending on the company. 

For shift work, there are often a certain number of consecutive shifts or number of shifts per week 

which cannot be exceeded. 

The ordinary spread of work (when the hours were to be worked) was generally around 6am to 

6pm, with longer hours for retail and often a 24-hour spread for shift work. Any hours worked 

outside the ordinary spread or roster, before planned starting time, after planned finishing time or 

worked in excess of maximum ordinary hours were generally considered overtime. Usually, the first 

three hours of overtime attracts time and half and double time is paid thereafter. In some cases less 

generous payment was offered, such as Bunnings, where work conducted outside the normal 

spread for Monday to Saturday attracted a lesser penalty of 50%. Bunnings also has a clause to 

extend the ordinary spread of hours temporarily leading up to the opening of a new store. 

If employees are called back to attend overtime, they usually need to be paid for a minimum amount 

of work, for example four hours. 

In some cases, a minimum number of employees is specified for overtime work. For example, in the 

Mermaid Marine and Maritime Union of Australia BMF Wharf Facility Greenfields Agreement, it 

specifies that a minimum of three employees have to be engaged for “call-outs” if a tie up or let go 

is necessary. Loading or discharging of cargo requires a five-man gang, while a bump-and-go cargo 

operation requires four employees. 

A normal clause in agreements is that if overtime leads to an employee not receiving 10 hours rest 

between one shift and the next, the employee can stay away until they have had 10 hours off duty 

without losing their ordinary time wage for any hours they miss. If they are required to come in for 

the shift before 10 hours has passed, then they are to be paid double time until they are released 

for 10 hours. We note that executives would often have shorter downtime than 10 hours. 

It is also worth stating that paid overtime is not enjoyed by all Australian employees. Over 80% of 

employers surveyed for the 2013 Hays salary guiderevealed that overtime had either increased or 

stayed the same in their organisation (with over 60% recording an increase). Most (over 60%) of 

the overtime was unpaid. 

Paid Days Off 

A year can appear a brief period for an employer when faced with public holidays and rostered days 

off, even before annual leave, personal/carer’s, compassionate leave, study leave, leave for natural 

disaster situations, and leave for community work is taken into account. 

Annual leave is in many cases above the standard 20 days – a Mermaid Marine agreement offers 5 

weeks for Monday to Friday roster, 6 weeks for a roster including weekend and public holiday 

shifts, and an additional week in lieu of five specific public holidays. Annual leave is usually to be 

paid out at a 17.5% loading over ordinary pay. 

Some agreements also allow for paid time off work while the temperature is above a certain level, 

for example 38 degrees for Australian Stevedores. 

http://www1.hays.com.au/salary/output/pdf2013/HaysSalaryGuide_2013-AU_pol.pdf
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For an extreme example of how days can add up, consider Brickmen Constructions. 

Their agreement recognises nine standard public holidays plus an additional Day in December used 

as a “picnic day”. 

Rostered days off began when the 40 hour week became a 38 hour week, resulting in an uneven 7 

hour 36 minute day. Instead of working this amount, employees work a 40 hour week, but accrue 

the additional hours worked (0.4) towards a rostered day off, which occurs once in a 20 day 

working cycle. Brickmen has a 36 hour week not 38, according to its agreement, so employees also 

accrue 0.8 hours per day worked to pay for rostered days off or provide pay on a “no work” 

Saturday. The agreement also notes that unless there is an agreed emergency or a special client 

need, no work can be taken on “no work” weekends and adjacent fixed RDOs. Additional accrual 

can be used on “flexible” RDOs which employees can take as they wish. Upon termination, these 

RDOs are paid out. The result is set out in the Construction, Mining, Forestry and Energy 

Union calendar for 2013 and 2014. 

Employees receive 28 consecutive days annual leave (during which they receive a 17.5% loading) 

and ten days sick leave. If an RDO falls during the period leave is taken, accrued entitlements for 

the day will be made in additional to the annual leave payment. Lastly, employees who are union 

delegates can receive a maximum of 10 days paid time off work to attend relevant union training 

courses. 

If an employee exercises his/her full entitlements under such an agreement, the worked days 

become limited. In a report published by thinktank the Institute of Public Affairs in 2006, it was 

noted that Construction, Mining, Forestry and Energy Union agreements set down almost 60 non-

working days or restricted working days. A Victorian Government report quoted by the Agealso 

noted that because the industry laid down tools for these no work periods en masse, construction 

sites lay dormant, lengthening project duration. 

Personal/Carer’s leave 

This has been separated from the above section because there was a surprising level of variability. 

Some agreements provide for extra sick days after a certain number of years of service. Some 

specify how many could be taken as carer’s leave. Some agreements allow accrual of sick leave 

above 15 days to be paid out, or allow untaken leave to be paid out on termination. Others allow it 

to be salary sacrificed into superannuation. Some allow a certain number of sick days to be taken as 

days to attend to personal matters not related to illness. One company, the Queensland Country 

Credit Union, offered 20 days sick leave (minus accrued entitlement) after one year of service to 

employees who had an illness that lasted over 10 days. After two years, this was raised to 40 

days. 

Redundancy pay 

Redundancy pay was varied among the sample of agreements we examined. Depending on level of 

service, the payout at termination varied from no pay for less than one year of service to over 100 

weeks pay for 10 plus years of service. Some companies pay a certain amount per week worked 

into an industry fund for the purpose of a later payout. 

 

 

http://www.cfmeunsw.asn.au/sites/cfmeunsw.asn.au/files/downloads/rdo/rdos-ph-nww-2013-2014.pdf
http://www.ipa.org.au/library/PHILLIPS_IRBuildingVIC.pdf
http://www.theage.com.au/federal-politics/political-news/australia-one-of-most-expensive-places-to-build-20140211-32g2g.html
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Allowances 

One of the greatest areas of diversity is allowances. Although there are allowances that occur in 

almost every agreement (such as uniforms, meal allowances for unplanned overtime or sometimes 

all meals, first aid allowances, travel allowances per kilometre for the use of a personal vehicle for 

work purposes or if employees have to travel long distances to sites) there are clauses that are 

different in each agreement. 

There are allowances to top up workers compensation, tool allowances for tradesmen, leading hand 

allowances (which vary depending on how many people are being managed in the shift), and 

allowances provided to employees assigned to distant projects to pay for board and lodging. 

There might be the payment of a wet, cold or hot allowance as in the case of SPC Ardmona, 

stacking and container allowances, removal allowances for location transfer, broken shift 

allowances or laundry allowances as for Doyles Restaurants, remote area retention allowances as 

for the Queensland Country Credit union, or allowances made for a particular intensity of work, for 

example for Leighton Contractors mobile crane operators are paid $25 for each additional 40 tonnes 

of crane lifting capacity over 100 tonnes of capacity. 

Other allowances encountered include training allowances for accredited trainers, electrical 

allowances for electrical engineers, divers’ allowances, a emergency response team fireman’s 

allowance and site-based allowances for specific “disabilities” associated with work on a site. 

A Transfield Services agreement also provided an offshore allowance for employees working on an 

offshore platform and then a supplementary offshore allowance for workers where they are on a 

“campaign” and accommodation on the platform is necessary. 

The Mermaid Marine agreement also provides holiday travel assistance for workers and their 

dependents, twice a year in the second and subsequent years of employment. 

Some employees receive rebates or allowances for health insurance, gym memberships and 

vaccinations, or counselling sessions if personal difficulties impact on work. 

Productivity/Performance Pay 

Such clauses were not the norm. 

In the Brickmen Constructions agreement, it stated that in return for compliance with the 

employment agreement, a productivity allowance of $30 per day per shift would be put in a bonus 

pool and equally divided amongst the permanent employees in the first full pay period on or after 1 

December each year. 

Leighton Contractors offered a productivity payment to employees when they met obligations 

concerning health, safety and welfare amounting to $3 per hour for work on projects up to $100 

million and $4.50 per hour for projects over $100 million. 

The Mermaid Marine agreement contains a performance and retention bonus, paid on an annual 

basis, which consists of 5% of ordinary time and overtime earnings for employees of less than two 

years service, 6% for those with two to three years service, 7% for those with three to four years 

service and 8% for those with over four years service. This will be adjusted pro rata for employees 

with less than one year of service. 
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In the Australian Institute of Superannuation Trustees agreement, it noted that 10% of base salary 

would be allocated as performance pay dependent on KPIs. The Queensland Country Credit union 

provided for an additional base salary increase of up to 1.25% if the organisation met certain Return 

on Assets targets. It also offered a performance bonus of up to 2.5%. 

The Credit union also has a bonus of $500 per annum for reaching three, four and five years of 

service (so that someone who had over five years of service would have an additional $1500 in 

their pay packet per year). 

Study leave 

As noted previously in our productivity discussion paper, employee skills are highly important to 

maintain Australia’s competitiveness. Paid time off to study for or undertake examinations for 

university or other level study, such as that provided by the Queensland Country Credit Union 

agreement or reimbursement for relevant courses initiated privately, such as that provided by the 

National Maritime Services and Maritime Union of Australia Enterprise Agreement, could support 

further skills development. 

Rates 

The majority of agreements provided for between 2% and 3% salary increases per annum. 

Exceptions included Transfield Services (for Origin Energy facilities) (5%), Brickmen Constructions 

(4% or 5%) and Leighton Contractors (5%). Ranger Drilling rates were pegged to mining award 

rates. Many marine sector agreements sit at 6% increase per year, for example the Mermaid Marine 

agreement. Australian Stevedores also had 6% rises in its last agreement. 

Only a few receive additional super payments, with Mermaid Marine workers offered 10.5% of 

ordinary time hours in super, Australian Institute of Superannuation Trustees receiving 1% over the 

government rate and Grasstree Resources 10%. 

It’s also worth noting the difference in wages between the industries, with wages ranging from 

around $30,000 to $200,000 with entitlements. 

Observations on Senior Management 

Egan Associates’ observation is that senior executives are paid having regard to the requirements of 

the position including the attributes that the executive brings to the role. 

Senior management with broad national and increasingly international responsibility will often travel 

on half of the weekends in any one year; generally be called out to participate in representation and 

other obligations a minimum of two evenings per week; and expect a work week to extend to 60 

hours (excluding representation and travel activities). 

These conditions are often recognised internationally, where additional annual leave is provided for 

long-serving senior executives up to 30 days per annum. This is not normally the case in Australia. 

Instead, these contributions are acknowledged in the form of participation in an annual incentive 

plan and a share in any improvement in returns to shareholders. 

For the vast majority of senior management, tenure is dictated by the business’s performance or the 

individual’s performance and notice (no matter what the circumstance) is generally not more than 

three months. Executives are rarely subject to the benefits and conditions of an enterprise 

http://www.eganassociates.com.au/wp-content/uploads/2013/10/Productivity-Discussion-Paper.pdf
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agreement, though it is acknowledged in some large highly unionised organisations that benefits 

under an enterprise agreement can extend through to the office of the chief executive. 

A further challenge for those who progress through an organisation’s ranks and whose conditions of 

employment are not subject to an award or an Enterprise Agreement, is that they also face 

uncertainty regarding the amount of their annual remuneration. This has become volatile and less 

certain since the Global Financial Crisis — the majority experienced a decline in pay for a number of 

the years in the period from 2008 through to 2013. This variability in take home pay is accepted by 

the award-exempt, as a proportion of remuneration is almost universally determined on the basis of 

a company’s prosperity and year-on-year revenue growth or profit improvement. 

Back to Title Page 
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About us 
For more than 25 years, Egan Associates has advised leading organisations and emerging 

enterprises in Australia and New Zealand on the remuneration of Board Directors, executives and 

key staff members, as well as performance management, corporate governance and Board 

effectiveness. 

Our Services include: 

 Remuneration reviews and benchmarking for Boards, CEOs, executives, senior management 

and professional positions, including specialist roles 

 Corporate transactions / IPOs: assistance transitioning pre-IPO reward arrangements into the 

listed company environment with considerations including escrow provisions 

 Advice on annual incentive plan structures, performance criteria, target and maximum payment 

levels including deferral and clawback provisions 

 Advice on long term incentive plan structures, participation, performance hurdles, equity 

instruments, valuation and allocation, as well as monitoring  

 Government pay reviews: assistance at both Federal, State and local level in administrative, 

policy and corporatised environments on reward for senior executives, professional and 

administrative staff and governing Boards 

 Online human capital solutions: online resources to assist organisations manage position 

documentation, work value, internal relativity, market competitiveness and performance.  

 Board effectiveness: assistance with Board reviews, Board skills matrices, scenario planning 

and Board documentation. 

John Egan  

John’s early career was with Cullen Egan Dell (now Mercer Human Capital), 

which he chaired from 1983 to 1989, when he formed Egan Associates. John 

has been an advisor to Boards and senior executives on organisation, 

governance and reward issues over many years. He has assisted a significant 

majority of Australia’s top 200 companies as well as a myriad of 

entrepreneurial organisations and government entities across a wide range of 

industries. 

John has been actively involved with Universities, chairing Sydney University’s 

Board of Advice for its Faculty of Economics & Business (2001 – 2010).  John is an Honorary 

Fellow of the University and an Adjunct Professor in the School of Business. 

His personal interests are in cool climate gardens – www.thebraesgarden.com – and he served as a 

Trustee of the Sydney Royal Botanic Gardens & Domain Trust from May 2010 to June 2014. 

 

http://www.thebraesgarden.com/

