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CABINET BUDGET REVIEW COMMITTEE 

DECISION 

Brisbane, 01 December 2011 

Decision No.: 3388, (Submission No.: 4325) 

Queensland Health pay date change 

COMMITTEE decided: 

1. To endorse the proposed Queensland Health pay date change, having noted 
the issues regarding the current pay cycle model subject to further advice on an 
earlier implementation date. 

2. To note the provision of an advance payments (loan) to staff to assist during 
the transition, equivalent to two week's net pay (estimated at a total of 
$171.5 million in 2011-2012). 

3. To note that Queensland Health will fund from existing departmental sources 
the $9.2 million in 2012-13 for the estimated associated fringe benefits tax 
liability, noting that this is a recurrent cost and funding will be reassessed 
based on the FBT outcomes of the 2012-13 FBT year. 

4. To approve a variation to the salary sacrificing principles such that Queensland 
Health will bear the FBT cost arising out of transition payment loans. 

CIRCULATION: Implementation Responsibility 
Department of Health and copy to the Minister for Health 

Departmental Records 
Department of the Premier and Cabinet 
Treasury Department 
Department of Public Works 
Department of Justice and Attorney-General 
Department of Environment and Resource Management 

Perusal and Return 
All other Committee Members 
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COVERSHEET 

TITLE 

Queensland Health pay date change 

MINISTER 

Minister for Health 

OBJECTIVES 

That Cabinet Budget Review Committee (CBRC): 
• note the issues and proposed change regarding the Queensland Health pay date; 
• note that Queensland Health proposes to assist staff during the transition period by 

providing an advance payment (loan) equivalent to two week's net pay to each 
employee (at an estimated total of$171.5 million in 2011-12); and 

• approve additional funding of $9.2 million for projected 2012-13 fringe benefits tax to 
be incurred by Queensland Health as a result of the pay date change. 

SUMMARY 

The accuracy of pay outcomes for Queensland Health staff continues to be significantly 
impacted by the timing of the current pay date. The pay run currently commences before the 
close of rosters, with staff receiving money in their accounts three days later (i.e. three days 
in arrears). This prevents the full processing of forms during any one fortnight and results in 
both underpayments and overpayments each pay period. 

The proposed solution would delay the pay date by seven days, with staff receiving money 
in their accounts ten days after the close of rosters (i.e. ten days in arrears). This change 
would enable the processing of approximately 10,000 additional forms which are currently 
(on average) not processed before the pay run commences, as well as forms that relate to the 
roster period but are not prepared until the following week. This will significantly reduce 
both under and overpayments and result in more predictable and reliable pay outcomes for 
staff. (Note that because the number of delayed or unprocessed forms will be reduced, not 
eliminated, overpayments will continue to occur. This means that, in the absence of auto
recovery being activated, some loss of funds will continue each fortnight.) 

Additional benefits of the pay date change include reduced overtime in the payroll hubs, 
fewer ad hoc payments, increased system availability for payroll staff, a larger pay run 
processing window, reduced risk of data errors and extended scope for exception reporting 
and error corrections. 

The transition to the new pay date would occur over a period of three weeks (currently 
planned for March 2012). To ensure that no staff member was financially disadvantaged by 
this process, Queensland Health would offer to each employee a loan of equivalent value to 
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two week's net average pay. This loan would not need to be repaid until the employee's 
separation from Queensland Health. Staff may alternatively elect to opt out of the loan, 
repay the loan over 52 weeks or negotiate an alternative repayment arrangement. 

Assuming all staff receive a transition payment (loan), the projected total cost of the 
transition payments is $171.5 million. These loans will attract fringe benefits tax (FBT), 
with Queensland Health's liability estimated at $9.2 million for the 2012-2013 FBT year. 
This value assumes staff with salary sacrificing arrangements maximise the use of the 
$17,000 public hospital exemption cap, and that the FBT liability will not be recouped from 
staff by Queensland Health. Note that if the outcomes for the 2010-2011 FBT year were to 
be applied, the liability would be lowered to $5.9 million. 

QSS has undertaken an assessment of the requirements associated with the pay date change 
and advised that they do not anticipate any issues with building the solution. Significant 
testing, staff and union consultation, communication, change management and employee 
engagement will nonetheless be undertaken prior to implementation. 

The development work for this change is expected to be complete by the end of November 
2011, with extensive and thorough testing continuing until the end of January 2012. This 
will include parallel testing of three parallel pay cycles and regression and performance 
testing of two parallel pay cycles. The transition is currently scheduled for March 2012. 

The proposed change to the Queensland Health pay date outlined in this submission is one 
of a number of initiatives being undertaken to continue improving payroll performance and 
recover monies owed to the Department. 

RESULTS OF CONSULTATION 

• Is there agreement? YES. See paragraphs 61 to 65 of body of submission. 

RECOMMENDATIONS 

That Cabinet Budget Review Committee: 
1. endorse the proposed Queensland Health pay date change, having noted the issues 

regarding the current pay cycle model; 
2. note the provision of an advance payment (loan) to staff to assist during the transition, 

equivalent to two week's net pay (estimated at a total of$171.5 million in 2011-2012); 
3. approve funding of $9.2 million in 2012-13 for the estimated associated fringe benefits 

tax liability, noting that this is a recurrent cost and funding will be reassessed based on 
the FBT outcomes ofthe 2012-13 FBT year; and 

4. approve a variation to the salary sacrificing principles such that Queensland Health will ffT uut of transition payment loans. 

~SONMP ~ 
Minister for Health 

;z.J I /I I 2011 
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BODY OF SUBMISSION 

OBJECTIVES 

1. That the Cabinet Budget Review Committee: 
a. note both the issues and proposed change regarding the current Queensland Health 

pay date model; 
b. note that Queensland Health proposes to assist staff during the transition period by 

providing an advance payment (loan) equivalent to two week's net pay to each 
employee (estimated at a total of$171.5 million in 2011-12); and 

c. approve additional funding of $9.2 million for projected 2012-13 fringe benefits 
tax to be incurred by Queensland Health as a result of the pay date change. 

BACKGROUND 

• Context 

2. Issues associated with the implementation of a new payroll and rostering system by 
Queensland Health and CorpTech in March 2010 have been widely reported. Since 
the implementation, significant measures have been introduced to improve the 
systems and processes that contribute to pay outcomes for Queensland Health staff. 

3. Notwithstanding these measures, the accuracy of staff pay outcomes continues to be 
significantly impacted by the timing of the current Queensland Health pay date. This 
is due to the limited time between closure of the pay cycle and the processing period, 
which currently prevents the full processing of forms in any one fortnight. 

4. This was acknowledged in the recent Auditor-General's report, which noted that the 
majority of underpayments and overpayments occur as a result of issues regarding the 
submission and processing of forms, rather than due to deficiencies in the SAP payroll 
framework computer system (see Report to Parliament No. 11 for 2011: Results of 
audits at 31 October 2011). 

5. The current pay cycle model has operated since 1998-2001, when a standardised 
corporate pay day and pay cycle was introduced for all Queensland Health staff. Prior 
to this, pay arrangements had differed across the State and resulted in 40% of 
Queensland Health staff being paid in advance up to the Sunday after pay day (which 
occurred on Wednesday). At the request of the then Director-General, these 
arrangements were replaced with a consistent corporate pay cycle that concludes on 
the Sunday before the Wednesday pay day. This model means that staff are currently 
paid three days in arrears from the close of rosters (not in advance). 

6. When this roster alignment and pay day model was first introduced in 1998-2001, 
Queensland Health offered staff an advance payment equivalent to five days net pay 
in order to minimise the impact on staff and ensure no financial hardship as a result of 
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the new pay cycle. Net pay was defined as the standard five days salary rate according 
to the relevant Enterprise Bargaining agreement, less superannuation or taxation. This 
did not include any allowances, penalties or overtime. 

7. Staff were offered a range of recovery options regarding these advance payments, 
including: 
a. Recovery upon termination or movement to another District or Department; 
b. Recovery over 20 weeks; 
c. Offset recovery against reduction in accumulated or future accrued days off 

(ADOs). 
Note that approximately 3,500 staff have outstanding corporate loans ($2.1 million at 
an average of ~$600) from the previous Queensland Health pay date change 
undertaken between 1998-2001 (refer paragraph 45). 

8. Staff were also able to choose immediate realignment of their pay to the new pay 
cycle, with no advance payment made. 

• Previous Consideration by Cabinet 

9. On 31 October 2011, the department presented a brief summary of the issues and a 
high level overview of the proposed solution to CBRC. 

URGENCY 

10. This matter is urgent due to impending deadlines associated with implementation of 
the proposed solution in early 2012. 

ISSUES 

• Issues with the current pay date 

11. The current Queensland Health pay model operates on a fortnightly pay run, with staff 
paid three days after the closure of the pay cycle (i.e. three days in arrears). In 
practice, this means that the pay run commences at midday on Sunday before the close 
of rosters. Staff receive payment into their nominated bank account on the following 
Wednesday (the pay date). 

12. This model does not allow time for line managers to finalise paperwork submission 
for the full roster period and payroll staff to input these details into the system before 
the pay run occurs. As a result, it is impossible for some pay adjustments and roster 
changes to be reflected in an employee's pay. 

13. Queensland Health data analysis shows that approximately 10,000 submitted 
documents remain unprocessed for each pay run. This does not include a significant 
number of additional forms that are either not prepared or not submitted to QH Shared 
Service Partner (QH SSP) until after the pay run takes place. 
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14. Additionally, data analysis reveals a peak in forms submission to QH SSP at the end 
of the pay cycle. The pressure to process these forms before the pay run occurs 
increases the risk of processing errors and consequently reduced pay accuracy. 

• Proposed solution 

15. The objective of the intended change to the pay date is to eliminate the employee pay 
issues resulting from the pay run commencing before the end of the fortnightly pay 
cycle. This would be achieved by moving the physical pay date out by seven (7) days. 
As a result, staff would receive cash in their nominated accounts ten (1 0) days after 
the close of rosters (i.e. ten days in arrears). The two models (current and proposed) 
are shown in Attachment 1. 

16. Key benefits of the pay date change include that it: 
a. allows line managers to complete and submit outstanding paperwork after the 

roster has finished; 
b. provides payroll staff up to five extra days after the close of the pay cycle to input 

(and correct, if required) all forms submitted by line managers; 
c. reduces payroll staff costs by removing the need to process large numbers of 

forms over the last weekend of the roster (which is currently done in overtime) and 
enabling processing within the payroll hubs to be more evenly spread; 

d. significantly reduces underpayments and overpayments caused by late, 
unprocessed changes, thereby providing more predictable and reliable pay 
outcomes for staff; 

e. reduces the risk of data accuracy issues that result from processing significant 
numbers of forms at the end of the pay cycle; 

f. significantly reduces the need for ad hoc pays (as pays will include all forms 
processed for the current fortnight), which in turn will reduce the workload for 
payroll staff; 

g. increases the availability of the system by reducing the 'lockout' time required to 
process the fortnightly pay, thereby allowing payroll staff to process transactions 
on the first Monday of the pay cycle (which they currently cannot do); 

h. provides scope for exception reports to be conducted that will confirm the 
accuracy ofthe pay run. 

A comparison of the current and proposed models is outlined in Attachment 2. 

17. Additionally, as pay run processing under the current model takes approximately 48 
hours from commencement of the pay run midday Sunday, there is currently very little 
contingency in the event of unforseen system processing issues or technology failure. 
The pay date change will provide a safer level of contingency (larger pay run 
processing window) in the event that the pay run is compromised in some way. (This 
is shown in Attachment 1.) 

18. Implementation ofthe proposed solution is planned for March 2012. This would mean 
that the last pay run using the current model would occur on Sunday 4 March 2012, 
with staff paid on Wednesday 7 March 2012. A three week transition period would 
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follow, with the next pay run taking place on Saturday 24 March 2012. A transition 
payment would be paid to staff on Wednesday 21 March 2012. The new pay date 
would then be established on Wednesday 28 March 2012. 

19. Queensland Health has also engaged Ernst & Young to conduct an independent 
review of all payroll-related initiatives and validate the program of work currently 
being undertaken by the portfolio. This will ensure that the approach, benefits, 
milestones, implementation plan, engagement strategy and issues management process 
for each project complements and aligns with the other initiatives and contributes to a 
cohesive, holistic overall solution to the payroll situation. 

• Transition payments (loans) for staff 

20. This change has the potential to significantly impact the personal finances of staff, 
particularly those experiencing budget constraints. The proposed solution, which has 
been developed in consultation with the unions, includes providing a transition 
payment (loan) to each employee during the transition period based on their average 
net pay (i.e. the money they would normally receive in their bank account each 
fortnight, with an additional allowance for payments made to third parties). This will 
ensure that no employee is financially disadvantaged by the transition to the new pay 
date. 

21. These loans which would be calculated at an employee level, would not need to be 
repaid until the employee terminates their employment with Queensland Health. 

22. Once the transition payment approach has been approved, a software program will be 
developed to calculate each employee's transition payment based on their pay history. 

23. Various transition payment have been assessed, with consideration given to the 
different components that comprise the fortnightly pay, including: 
a. gross pay, including the composition of base wages (i.e. overtime, shift penalties 

and allowances); · 
b. deductions (such as tax and superannuation); 
c. net pay. 

24. In addition, a range of time periods for the value of the loan have also been 
considered, including: 
a. fortnightly I two week's pay; 
b. ten (10) day's pay (1.4 weeks); 
c. one week's pay. 
Representational diagrams of these loan options are provided in Attachment 3. 

25. Note that the fortnightly I two week's pay option is the only option that ensures 
Queensland Health employees are in a position to meet their normal financial 
responsibilities on what would have been their 'normal' pay date after the change to 
the new pay cycle. 
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26. The cost of the transition payment will vary depending on the time period for the loan 
and the items that are included in I excluded from the calculation. Attachment 4 
(page 1) provides a summary of the components (based on an average pay run), a 
range of scenarios and the associated total transition payment cost for each scenario. 
Note that all scenarios assume a two week transition payment time period. 

• Recommended transition payment 

27. It is recommended that the value of the transition payment be based on a previous 
fortnightly pay that has already been processed on a specified date ('the transition 
calculation pay'). The planned transition calculation pay date is 7 March 2012. 

28. To ensure that staff who are salary sacrificing are not disadvantaged, the value of the 
transition payment would be calculated at an individual employee level by combining 
the net amount deposited into staff bank accounts on the designated pay date with any 
additional amount paid to third parties (e.g. Remserv, union fees etc). The onus would 
then be on staff to transfer any required funds to the relevant third party. 

29. This approach is recommended (rather than attempting to calculate an average net pay 
for staff at an individual employee level) as it: 
a. can be easily communicated and explained to staff; 
b. ensures clarity of expectations for staff; 
c. removes any need to calculate an average net pay (which would require new 

software functionality); 
d. significantly reduces the need for testing prior to the pay date change. 
This approach also encourages staff members to submit any necessary forms within 
the required deadlines to ensure the accuracy of their transition calculation pay (which 
will then be used to calculate their transition payment). This may significantly reduce, 
if not eliminate, outstanding forms when the new pay date is established. 

30. While this payment would not need to be repaid until termination, the following 
additional options will be made available to staff: 
a. Staff may elect not to receive the transition loan. 
b. Staff may choose to repay the loan amount over 52 weeks. This option, which 

would reduce the FBT implications associated with the loan (see below paragraphs 
40-45), may be implemented using the auto-recovery capability built into the 
payroll system during the November system release. 

c. Staff may negotiate an alternative repayment arrangement to suit their individual 
situation. 

31. Queensland Health currently pays employees on a fortnightly basis and this will 
remain unchanged after implementation of the proposed pay date change. 

32. The transition to the new pay date does, however, occur over a three week period 
('transition period'). To minimise the financial disadvantage to staff during the 
transition period, Queensland Health proposes to provide an advance payment to staff 
(loan) on what would have been the normal pay date, followed by payment of their 
salaries and wages the following week. 
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33. Queensland Health is of the view that this transition payment (loan) will satisfy award 
requirements, however consultation (and potentially agreement) with unions in 
relation to the definition of a transition payment may be required. 

• Impact on Queensland Health's 2011-2012 payroll costs 

34. A standard financial year produces 26 pays at an estimated cost of $6.15 billion (based 
on an average pay of$236.18 million). 

35. The introduction of the pay date change and associated transition payment (based on 
the fortnight (two week) net payment option), would impact forecast payroll costs by: 
a. Reducing the number of standard pays from 26 to 25, resulting in an estimated pay 

cost of $5.9 billion for the 2011-2012 financial year (a reduction of 
$236.18 million) 

b. Introducing an additional one-off transition payment (resulting in loans of 
$171.5 million). 

36. By offsetting these changes to the forecast payroll costs, the net impact is a cashflow 
saving of $64.68 million. 

3 7. These calculations, including variations for alternative options based on differing loan 
amounts, is provided in Attachment 4 (page 3). 

• Impact for staff of 25 pay period in the 2011-2012 financial year 

38. Although the transition payments ensure that no employee is disadvantaged from a 
cashflow perspective, the reduction from 26 pay periods to 25 pay periods in the 
financial year has the potential to impact employees in areas that are linked to 
financial year calculations. This includes the following, which are usually calculated 
in advance on the basis of 26 pay periods in the financial year: 
a. Salary sacrificing arrangements (employees may not receive the full benefit of 

their exemption cap); 
b. Superannuation contributions (reduced superannuation contributions for the 

financial year may mean that employees do not receive the full benefit of the 
superannuation concessional and non-concessional caps). 

39. Staff may proactively manage this impact by amending their relevant contributions in 
other pay periods (taking into account the relevant cap). Note that employees who 
choose to take no action will not incur a penalty; however they may not receive the 
full advantage of the relevant arrangements. 

• Tax implications 

40. Each transition payment will be treated as a loan for tax purposes, thereby attracting 
FBT. The projected FBT liability is outlined in paragraph 75 below. 
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41. It is recommended that Queensland Health bear any FBT liability incurred from the 
transition payment on behalf of staff (this is the approach currently adopted for salary 
overpayments, interim cash payments and debt waivers). Note that should Queensland 
Health decide to take this approach, approval of a variation to the salary sacrificing 
principles is required. 

42. Additionally, these loans may impact the Reportable Fringe Benefit Amount (RFBA) 
on employees' payment summaries. RFBA may affect income tests for 
Commonwealth benefits and surcharges (e.g. Medicare levy surcharge). 

43. Assuming Queensland Health cannot apply the minor fringe benefit exemption ($300) 
to these transition payments, any outstanding loan value will attract an increased 
RFBA on the employee's future payment summaries (until fully repaid). 

44. Queensland Health will consult with the Australian Taxation Office (ATO) regarding 
application of the minor fringe benefit exemption to the transition payments. The 
Department currently applies the exemption to salary overpayments and staff loans 
from the previous day date alignment. On this basis, the Department will present a 
case to the ATO for application of the exemption to the proposed transition payments 
(so that the impact on employees is minimised). The decision regarding application of 
the exemption, however, ultimately rests with the ATO. 

45. Approximately 3,500 staff have outstanding corporate loans ($2.1 million at an 
average of ~$600) from the previous Queensland Health pay date change undertaken 
between 1998-2001. No FBT was reported on these loans last year (as the minor 
fringe benefit exemption was applied), however the value of this loan will be 
combined with any new loan received and FBT calculated accordingly (on the 
combined value). Consultation will need to be undertaken with the ATO to determine 
if the minor fringe benefit exemption can continue to be applied to these loans. 

• Implementation 

• System implementation 

46. QSS has undertaken an assessment of the requirements associated with the pay date 
change and advised that it does not anticipate any issues with building the solution. 

47. The majority of the system and technical changes required to introduce the new pay 
date relate to the interface processing between W orkbrain and SAP, rather than the 
individual systems. This reduces both the complexity and the accompanying risk 
associated with the pay date change. 

48. Significant testing, staff and union consultation, communication, change management 
and employee engagement will nevertheless be undertaken prior to the 
implementation of the changes. 
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49. As shown in Attachment 5, the development work for this change is expected to be 
complete by the end of November 2011. The system will then undergo extensive and 
thorough testing until the end of January 20112. This will include parallel testing of 
three parallel pay cycles and regression and performance testing of two parallel pay 
cycles. 

• Change management: Communication and Engagement 

50. Extensive and coordinated engagement and communication will be implemented to 
ensure that the change process is successful. This significant change management 
program will include staff input into the development of the communication and 
engagement approach and an extended period of change activity, culminating in an 
intense six-week communication period immediately prior to the transition. These 
activities are shown in Attachment 5. 

51. The change in pay date will require employees to manage their personal financial 
commitments to ensure alignment with the new pay date. Employees may have 
automated (or other planned) payments to third parties (such as mortgage payments 
and other deductions) occurring on or shortly after the current pay date. Each 
employee will need to consider the impact of the new pay date on their personal 
financial arrangements and make changes accordingly. 

52. Dedicated support throughout the process will also be provided for staff, including by 
financial institutions. Initial consultation with the National Australia Bank (NAB) has 
been very positive, with the bank proposing a range of support mechanisms for its 
customers throughout the transition period including a dedicated help desk and 
payment management support on a case-by-case basis. The initial advice provided by 
NAB is included as Attachment 6. Queensland Health will proactively engage other 
major financial institutions seeking assistance and support for Queensland Health 
customers. The proposed NAB offering will be shared with other major financial 
institutions to reflect the benchmark of support NAB has extended to their customers 
andit is anticipated that similar support will be offered by other major financial 
institutions. 

• Impact for line managers and payroll staff 

53. The pay date change will have minimal direct impact on line managers. The most 
important change is that they will be able to finalise paperwork for the pay period 
during normal working hours on the Monday after the pay period closes. (Currently, 
they are required to finalise paperwork on the weekend for any late changes to rosters 
or for causal workers). The pay date change will also provide line managers with 
additional time to work with payroll hubs to correct any documentation or data entry 
errors prior to the pay run commencing. 
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54. The workload for payroll staff will be able to be distributed more evenly, in contrast to 
the current peak at the end of the last week of the pay cycle. Additionally, there should 
be a reduction both in the number of enquiries to payroll staff (given the elimination 
of the need for ad hoc payments and the increased accuracy of employees pay) and in 
payroll staff over-time (which is currently required to enter the large number of 
payroll forms each pay cycle). 

• Benefits to employees resulting from the pay date change 

55. The proposed solution provides the following benefits to employees: 
a. a more predictable, reliable and accurate pay - the additional time to both lodge 

and process payroll forms will provide employees with a pay that more accurately 
reflects the roster they actually worked 

b. a reduction in underpayments and overpayments- receipt of a more accurate pay 
that better aligns to the roster worked will reduce the incidence of underpayments 
and overpayments for employees 

c. a clearer payslip - fewer retrospective adjustments on payslips will make the 
payslip clearer and easier for employees to understand 

d. a reduced need for payroll enquiries - a more accurate pay with a clearer payslip 
will reduce the employee's need to query/clarify their pay. 

e. additional cash flow - employees will receive the equivalent of four week's pay 
within two weeks as a result of the proposed transition payment equivalent to two 
week's net pay. 

CONSULTATION 

• Community 

56. Extensive consultation has been undertaken with the health unions through both 
ongoing fortnightly all health union meeting and additional sessions. Discussions with 
individual unions have taken place with all unions. A number of unions have agreed in 
principle with the proposal as part of enterprise bargaining discussions. While no 
union has expressed objection, one union (United Voice Queensland) is withholding 
its agreement while an outstanding industrial dispute remains unresolved. 

57. Consultation (and potentially agreement) with unions in relation to the definition of 
the transition payment (salaries and wages paid in advance) may be required to ensure 
Queensland Health meets current award requirements. The awards state that salaries 
and wages must be paid fortnightly, whereas the transition period is over three weeks. 

• Government 

• Department of the Premier and Cabinet 

58. Consultation has been undertaken with the Department of Premier and Cabinet 
through regular cross government payroll meetings. Additional consultation has also 
taken place with the Office of the Premier. 
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• Treasury Department 

59. Consultation has been undertaken with Queensland Treasury through regular cross 
government payroll meetings. Additional consultation has also taken place with the 
Treasury Department in relation to the financial modelling. 

• Other Departments 

60. Consultation has been undertaken with the Department of Public Works and Justice 
and Attorney General, Queensland Audit Office, through regular cross government 
payroll meetings. 

RESULTS OF CONSULTATION 

• Community 

61. A number of unions have agreed in principle with the proposal as part of enterprise 
bargaining discussions. While no union has expressed objection, one union (United 
Voice Queensland) is withholding its agreement while an outstanding industrial 
dispute remains unresolved. 

• Government 

• Department of the Premier and Cabinet 

62. The Department of the Premier and Cabinet is in agreement. 

• Treasury Department 

63. Treasury Department is supportive of the pay date change. 

64. Queensland Treasury has proposed that employees meet any FBT costs related to the 
transitional advance if a two week (rather than one week) transitional advance is 
provided, given that employees will receive the benefit of generally being in a better 
cash position through a two week advance payment. 

• Other Departments 

65. The Department of Public Works and Justice and Attorney General and Queensland 
Audit Office are supportive ofthe proposed pay date change. 

RURAL/REGIONAL IMPACT STATEMENT 

66. Nil. 
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EMPLOYMENT AND SKILLS DEVELOPMENT IMPACT STATEMENT 

67. Nil. 

CLIMATE CHANGE IMPACT STATEMENT 

68. Nil. 

FINANCIAL CONSIDERATIONS 

• Transition payment (loan) costs 

69. To minimise potential financial hardship for employees, it is recommended that 
CBRC endorse the fortnightly I two week net payment option (refer paragraphs 27-
30). 

70. Based on this approach, the projected loan cost for the recommended two week net 
payment is $171.5 million. Costs for the other two options (one week and ten (10) 
days) are provided in Attachment 4 (page 2). 

71. Note that this does not impact Queensland Health or whole-of-Government expenses 
as the payment is an advance on salary (provided as a loan). 

72. Government will incur a financing cost associated with the provision of the transition 
payment and Queensland Treasury has estimated the financing cost at approximately 
$3.3 million per annum. 

• FBT liability 

73. Each transition payment will be treated as a loan for tax purposes and would therefore 
attract FB T. 

74. It is assumed that the minor fringe benefit exemption cannot be applied to the loan on 
an ongoing basis, as Queensland Health is obliged to consider prior and future years 
when applying this exemption. Consultation with the ATO would be required to 
confirm the appropriate treatment. 

75. Based on this information and the assumptions in Attachment 4 (page 2), the FBT 
liability for the recommended two week transition payment option to approximately 
84,000 staff is estimated at $9.2 million in 2012-13. Queensland Health is seeking this 
funding from CBRC. (Costs for the other two options (one week and ten (1 0) days are 
provided in Attachment 4 (page 2).) 

76. Note that this FBT liability is a recurrent cost which will reduce over time as loans are 
repaid. Funding will be reassessed based on the FBT outcomes of the 2012-13 FBT 
year. 

This document is the property of the Government that created it and is held in trust by the Public Service. 
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77. Note that no provision has been made for any FBT liability incurred in the 2011-12 
FBT year (1 April2011- 31 March 2012). Should the loans be provided to staffprior 
to 31 March 2012, and assuming the Department bears the FBT cost, the FBT liability 
will be absorbed as part of the Department's budget. 

78. No FBT provision has been made for staff with existing corporate loans from the 
previous pay date change in 1998-2001. The FBT liability calculated may increase if 
the minor fringe benefit exemption is no longer able to be applied. 

• Public hospital fringe benefits exemption cap 

79. Approximately 65,000 Queensland Health employees are eligible for a public hospital 
FBT exemption cap of $17,000. Depending on each staff member's personal salary 
sacrificing arrangements, the FBT liability incurred by exceeding their cap (as a result 
of the transition loan) may vary. Attachment 4 provides an overview of the FBT 
liability that would be incurred based on 2010-11 FBT outcomes ($5.9 million). 

80. For the 2010-2011 FBT year, 1,700 staff members exceeded their public hospital FBT 
exemption cap. This required Queensland Health to recover approximately 
$3.3 million from these employees. 

IMPLEMENTATION 

81. The implementation of the pay date change will be managed by the Payroll Portfolio, 
which sits within the Human Resource Services Division of the department. 

82. System development will be completed by the end of November, with extensive 
testing scheduled December 2011-January 2012. 

83. Foundational change management activities will commence in mid-December 2012, 
with an intense period of communication and engagement commencing in mid 
February 2012. 

84. The transition will occur over a three week period (7-28 March 2012). 

PUBLIC PRESENTATION 

85. A Ministerial media release will be considered following CBRC's consideration of 
this matter. 

This document is the property of the Government that created it and is held in trust by the Public Service. 
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Comparison of current and proposed arrangements 
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rhe following table outlines the comparative assessment of the advantages and disadvantages of the current and 
proposed arrangements. 

Significant overtime required to 
process adjustments over the last 
weekend of the roster before pay 
close on Sunday 

-slower pay run as more 
retrospective adjustments 

- Less system availability during 
the working week {SAP 
inaccessible from Sunday night to 
Tuesday morning) 

- higher risk of impacting pay day 
in the event of a data processing 
issue 

5 days 

Reduction in overtime cost as pay 
close is on the subsequent Friday. 

-faster pay run as less 
retrospective adjustments 

- Full system availability during the 
working week 

-Less risk of impacting the pay day 
in the event of a data processing 
issue 
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Potential end of financial year 
taxation impacts including income 
tax, FBT and RFBA (which affect 
income tests for Commonwealth 
benefits and surcharges). 

NB: Further consultation with corporate finance is required to ascertain the impacts of the proposed change on 
financial accruals, end of financial year reconciliation processes and taxation considerations for staff and 
'?.ueensland Health 
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Option 1·- Two {2) week net payment (eg. loan $2,800) 
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Option 2- Ten (1 0) days net payment (1.4 weeks) (eg. loan $2,000) 
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Option 3 .;... One (1) week net payment (eg. loan $1 ,400) 

Gross -Tax ::: 

10 Julv 2010 Sunday Sunday 

$2 800 • I $2 800 • I $2,8oo· 
/'?'' /'?'' <( 

ocJcl~ r ~"~" rr ~"... r··' 
Pay Cycle 1 

Sunday Sunday Sunday 

Wed Wed 

$0~,------------~--~---------+--~---------+-J 

-$600 ._-;..~~~------~~~------·---------F 

-$1,400 

-$2,800 

= 

Sunday 

Pay Cycle X 

-$1,400 

-$2,800 

Sunday 

Wed 

$2,800 

R"~,YP 

I ~,~., -l 
Sunday Sunday 

Wed 

$2,800 

PayCydeX 

ATTACHMFNT 3, Page 3 
Cat Confidence 

Sunday Sunday 



Transition payment calculation details 

Average fortnightly pay 
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Queensland Health's average fortnightly pay cost is ~$236m (gross) or ~$150m (net). A 
summary of the composition of the past two pays is provided in the table below. 

Note the average gross pay figure is slightly inflated to $238.1m due to an increase in 
professional development entitlement payments made in the 09/11 pay period. Calculations 
provided in this document are based on the average $236m gross pay. This does not include 
any allowance for additional wages as a result of processing of enterprise bargaining 
agreements. 

Transition payment cost elements 

The composition of each factor in this formula can be amended to include/exclude various 
items, which will affect the total loan amount provided in the transition payment. A summary 
of each item and projected costs per element is provided in the table below. 



Sub 
Less 

Impacts 
calculation of Shift 

$12.5m 
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{ 

Overtime 

base wages ~~--"-~----~---~~----~--~-------~--~------~------------~-

Senior Medical Officer $6.5m 
allowance 

Other allowances $7.7m 
transition cost 

The cost of the transition payment will vary depending on which items are included in I 
excluded from the calculation. A range of scenarios are provided in the table below, along 
with the associated total transition payment cost for each scenario. Note that costs are based 
on gross wages of $236m. 

$150.1m 

It is recommended that Scenario 5 be adopted. 

FBT calculation assumptions ($9.2m) 

Under scenario 5, the calculation of the projected FBT liability for Queensland Health is as 
follows: 

a. One week net payment: $4.6m in 2012-13. 

b. Ten (10) days net payment (1.4 week's net pay): $6.4m in 2012-13. 

c. Two week net payment: $9.2m in 2012-13. 

These calculations are based on the following assumptions: 
• Approximately 84, 000 employees receive a loan approximately equivalent to two 

week's net pay. 



ATTACHMENT 4, Page 3 
Cabinet-in-Confidence 

o Approximately 46,342 staff are salary sacrificing to the maximum of their 
cap (and therefore likely to incur an FBT liability from the transition loan) 

o Approximately I9, 000 staff are not eligible for the public hospital FBT 
exemption cap. 

• The minor fringe benefit exemption cannot be applied to the loans. 
• Queensland Health bears the FBT liability incurred from the transition payment 

on behalf of staff members. 
• The loans remain outstanding for the entire FBTyear (I April- 3I March) 
• The average loan is $2,083, incurring~$I4I ofFBT 
• The gross up value is I.8692 
• The interest rate is 7. 8%. 

Note that FBT is derived from the grossed-up taxable value of the notional interest that 
accrues on the loan, not the actual loan amount. 

FBT projection based on 2010-11 FBT outcomes 

Using the FBT outcomes from the 2010-11 financial year, the projected FBT liability (under 
scenario 5) for Queensland Health would be $5.9m. This calculation is based on the following 
assumptions. 

• Approximately 84, 000 employees receive a loan approximately equivalent to two 
week's net pay. 

o Approximately 65,000 staff are eligible for the public hospital FBT 
exemption cap: 

o Approximately I9,000 staff are not eligible for the public hospital FBT 
exemption cap. 

• Approximately 23,077 staff exceeded or were within $200 of the $I7, 000 public 
hospital FBT exemption cap in the 20IO-ll FBTyear (and therefore likely to incur 
some level of FBT frmn the transition payment loan). 

• The minor fNnge benefit exemption cannot be applied to the loans. 
• Queensland Health bears the FBT liability incurred from the transition payment 

on behalf of staff members. 
• The loans remain outstanding for the entire FBT year (I April- 3I March) 
• The average loan is $2,083, incurring~$141 ofFBT. 
• The gross up value is I.8692 
• The interest rate is 7. 8%. 

Note that FBT is derived from the grossed-up taxable value of the notional interest that 
accrues on the loan, not the actual loan amount. 

Impact on Queensland Health's 2011-12 payroll costs 

A standard financial year produces 26 pays at an estimated cost of $6.15 billion (based on an 
average pay of$236.18m). 

The introduction of the pay date change and associated transition payment would impact 
forecast payroll costs by: 



d. Reducing the number of standard pays from 26 to 25 

e. Introducing an additional one-off transition payment. 

A summary of the cost impact is provided in the table below. 
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----~-----J}~Q_:} ___ ~--------- $6,9}~.5~------~-·--±~~J.~iJ~·-··-
$81.5 .93 +$154.75 



Pay date change 
15 Nov 2011. 

Initial engagement & consultation Foundational change management 

I i 

. fil'l~eoof:f 
!1aMm.emt 
made 

! ! 
I' 

I 
! 
)( 

Intensive change management 

u i 

~. 
First pay 
011new 
date 

System Build 
Unit 

Testing 
Parallel run testing {3 parallel cycles) 

Regression and 
performance testing 
(2 parallel pay cycles) 

Targeted 
communication 
and reminders 

Pay date 
change 

transition 
3weeks 

• October 2011 November 2011 

Union engagement 0 
Initial engagement and consultation 
• DG Special Broadcast announcing initiative. 
• Establishment of intra net space. 
• Fact sheet regarding need and benefits. 
• Consultation with unions to confirm details. 
• Engagement with staff to build understanding of 

the initiative benefits and confidence in the 
implementation process. 

• Establish a forum for gathering frontline Statewide 
staff guidance and feedback regarding the 
engagement and communication approach and 
implementation. 

• Initial discussions with financial institutions 
regarding support for QH staff. 

Fortnightly u.H.Ifl.fi<IJ"ll;l!l 
'"·· 

December 2011 

Program updates 

•Internal stakeholder updates. 

•Union updates. 

•All staff updates as needed. 

January 2012 February 2012 

0 r---·} 
'~ .... _....f 

Targeted communication and reminders {TBC once implementation 
details finalised} 

• All staff broadcasts and E-Aierts. 

• Info packs. 

• Memos to line managers. 

• Dedicated support teams (hotline, onsite presence, financial 
institutions). 

• Information sessions. 

• Fact sheets. 

• Staff preparation checklist. 

• Posters and screensavers. 

• Text messages. 

• Union information sessions I information packs to support members. 

• Online videos (preferably delivered by staff member from project 
forum). 

March 2012 

0 
Pay cycle change 
week(TBC} 

•Screensavers. 

•Daily e-alerts. 

•Spotlight. 

•Voice messages. 

•Line manager 
memo. 

•Posters. 

•Unit checklist. 

•Daily staff 
checklist. 



CONFIDENTIAL 
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Information contained is sensitive and is to remain confidential. 

QUEENSLAND HEALTH PAYMENTS DATE TRANSITION 

Background: 
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The Queensland Government is seeking to address the continued and well publicised 
problems being experienced by Qld Health employees as a result of the introduction 
of a new payroll system in March 2010. An investigation is currently being 
undertaken on a proposed solution which involves moving the pay date out one week. 
The functionality to do this is currently planned to be available in the March/ April 
2012 timeframe and the government is keen to avoid unintended impacts to their 
employees by seeking support for their employees (and our customers). 

Qld Health employees currently receive salaries on a fortnightly basis. The pay file is 
sent to CBA (QH's banker) who then sends the relevant details onto other financial 
institutions. 

To correct the problems currently being experienced, Qld Health proposes that they 
provide a one off loan to their employees during what would be a three week 
transition period .. Following this transition the pay date will then be 10 days after the 
end of the roster/pay cycle. 

NAB, has been approached first, to seek confidential guidance as to how we can 
support NAB Qld Health customers during this one off transition. The aim is to avoid 
payments for financial commitments being rejected (for mmigages, cheques, 
withdrawals and other direct debits) from the employees pay account. 

The proposed solutions as devised by NAB, will then be shared with other financial 
institutions to reflect the benchmark of support NAB has extended to their customers. 

Problem Statement: 

Identify viable options for consideration to .the Qld Government regarding account 
management of NAB salary accounts during this pay date change and avoid adverse 
impacts to Qld Health employees regarding meeting their normal financial 
commitments. 

Draft options are currently being worked on for presentation to Qld Health for 
implementation at a later date. 

Currently Analysis being undertaken: 

Currently QH has approximately 11,400 NAB customers as employees 

NAB will use the latest copy of the payment file it has received from CBA to analysis 
the NAB QH employee's base so that a better understanding the potential impacts 
associated with a pay date change. It will share that analysis with QH so both 



organisation can work together to mitigate (wherever possible) the impacts to 
employees during the transition peliod. 

Considerations: 

• NAB will need to consider the risk profile of individuals on a case by case 
basis to ensure business impact is managed; 

• Advance risk profiling is not considered viable given potential volume of 
customers and impact; 

• NAB debit interest charges to accounts will still be appropriate; 
• NAB personal accounts are free of overdrawn reference fees; 
• Disclosure of acceptance of any fees or interest and terms of approval for 

excess needs to be addressed with individuals; 
• Internal systems and appropriate contacts will need to be advised and briefed 

to enable appropriate responses. 

Proposed Options: 

Based on the information provided to date and given the potential impact the 
following is the current considerations as to the level of support NAB may be willing 
to provide: 

• NAB Contact Centre dedicated phone line for NAB Qld Health employees to 
be available prior to and during the period of impact, the details of which can 
be shared with employees prior to the proposed transition peliod; 

• Recommendation that the NAB Qld Health employees make plior contact 
where they have concerns regarding the timing of planned payments, or may 
seek assistance regarding managing through the irregular period; 

• NAB Contact Centre dedicated team to consider each instance on a case by 
case basis in relation to support, and the appropriateness of a temporary excess 
based on an understanding of the situation and the risk profile of the individual 
in question; and 

• 'Help Guide' pack to be prepared and made available for NAB Qld Health 
customers in advance of the payments reconciliation, including ways to 
proactively manage accounts during the transitional period. 

• The types of assistance that we will be able to provide (on a case by case 
basis) may include: 

• Temporary excess arrangements 
• Loan repayment deferral 
• Credit Card Payment deferral 

Note that the level of support we can provide will be in direct relation to the pro 
activeness of the Qld Health/nab customer and the earlier contact is made with nab the 
more flexibility we will have to assist. We would recommend a reasonable lead time 
on communications to impacted staff so as they can self assess their budget needs 
over the proposed pay cycle change period. 


