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Pay Compliance

CHAPTER 3

Risks
LEAVE NOTHING TO CHANCE 
A Best Practices Knowledge Guide for Small and 

Medium Enterprises for Managing HR Risks

http://360hr.com.au


2
© 360HR Pty Ltd 2019. All rights reserved.

C H A P T E R 3

Pay Compliance 

Inadvertently giving staff incorrect pay 
or entitlements ranks as one the greatest 
business risks that SMEs face. 

The scale of this risk is due largely to 
the complexity of the Industry Awards 
set down by the government regulator, 
the Fair Work Commission. Currently, the 

awards guidance from Fair Work runs to 
over 100 densely written pages, prepared 
by lawyers.1 It’s not uncommon for SMEs 
to do their utmost to make sense of this 
document, only to find they’re breaching 
industry awards when they’re audited. At 
this stage, it’s too late to fix the issues, 
and the business may pay fines or face 
court hearings.2 

However, it’s important to note that 
complying with industry awards is a 
preventable HR risk. With the correct 
HR policies, procedures and guidelines 
in place, you can sidestep these pay 
compliance risks. 

Modern Awards: An Overview

Modern awards set down the minimum 
conditions such as pay, leave and termination. 
They’re a safety net of minimum pay rates 
and employment conditions that cover a 
whole industry or occupation. 

In Australia, it's crucial for you to know which 
modern award may apply to your staff, and 
how these awards set out the minimum 
conditions such as pay, leave and penalty 
rates.

The Fair Work Ombudsman states, “A 
modern award is a document which sets 
out the minimum terms and conditions 
of employment on top of the National 
Employment Standards (NES). Modern 
awards came into effect on 1 January 2010.”3

Modern awards specify:

Pay.

Hours of work.

Full-time, part-time and casual conditions.

Rosters.

Breaks.

Allowances.

Penalty rates .

Overtime.

Whether or not a modern award applies to 
different roles at your business hinges upon 
award coverage of the industry you operate 
in and whether your roles are aligned to 
specific award classifications.

Risks 

https://www.fairwork.gov.au/
https://www.fairwork.gov.au/employee-entitlements/national-employment-standards
https://www.fairwork.gov.au/employee-entitlements/national-employment-standards
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Enterprise Agreements 

Some businesses have a registered 
agreement or an enterprise agreement that 
sets out the minimum conditions such as 
pay, leave and penalty rates for agreement 
covered staff. 

Companies register these agreements with 
the Fair Work Commission, and they can 
operate in conjunction with or in lieu of a 
modern award. Companies also use these 
workplace agreements to ensure what’s 
agreed supports the needs of their particular 
enterprise. However, these enterprise 
agreements and registered agreements must, 
“leave an employee better off overall when 
compared to the relevant award or awards.”4

Some employers and employees will not 
be covered by an award or registered 
agreement. In these cases, the Fair Work 
Ombudsman states, “When an employee 
is not covered by an award of agreement, 
they are considered to be ‘award and 
agreement free’. In these situations, the 
National Minimum Wage and the NES will 
form the minimum terms and conditions of 
employment.”5

Resources to help you:

  Unsure whether there is a registered 
agreement or enterprise agreement for 
your business? Search the Fair Work 
Commission website. 

  When there is a registered agreement 
in place, understand the minimum 
conditions that apply to your business.  

  Considering making an enterprise 
agreement between your business and 
staff? View these Fair Work resources. 

  Review a list of industry and occupation 
awards.

  To find which award covers specific roles 
and industries, use this award-finder tool.

Want to 
find out more 

about the ‘must 
know’ essentials 
to minimise pay 
compliance risks 
for your business? 

Contact 360HR 
today.

1 www.insidesmallbusiness.com.au/planning-management/a-call-to-overhaul-australias-complex-awards-system
2 ibid
3  www.fairwork.gov.au/how-we-will-help/templates-and-guides/fact-sheets/minimum-workplace-entitlements/modern-awards
4  www.fwc.gov.au/awards-and-agreements/agreements
5  www.fairwork.gov.au/how-we-will-help/templates-and-guides/fact-sheets/minimum-workplace-entitlements

https://www.fairwork.gov.au/
https://www.fairwork.gov.au/
https://www.fairwork.gov.au/how-we-will-help/templates-and-guides/fact-sheets/minimum-workplace-entitlements
https://www.fairwork.gov.au/how-we-will-help/templates-and-guides/fact-sheets/minimum-workplace-entitlements
https://www.fwc.gov.au/awards-and-agreements/agreements
https://www.fairwork.gov.au/awards-and-agreements/awards/list-of-awards
https://www.fairwork.gov.au/awards-and-agreements/awards/list-of-awards
https://www.fairwork.gov.au/awards-and-agreements/awards/find-my-award/
mailto:admin%40360hr.com.au?subject=
http://www.insidesmallbusiness.com.au/planning-management/a-call-to-overhaul-australias-complex-awards-syst
http://www.insidesmallbusiness.com.au/planning-management/a-call-to-overhaul-australias-complex-awards-system
http://www.fairwork.gov.au/how-we-will-help/templates-and-guides/fact-sheets/minimum-workplace-entitlements/modern-awards
http://www.fwc.gov.au/awards-and-agreements/agreements
http://www.fairwork.gov.au/how-we-will-help/templates-and-guides/fact-sheets/minimum-workplace-entitlements
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