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Submission

To The Senate Inquiry into the Workplace Relations Amendment (Paid Maternity Leave) Bill 2002

National Entitlement Security Trust (NEST)

What is the National Entitlement Security Trust?
NEST is an australian industry trust managed by a Trustee Board into which participating employers contribute monthly amounts representing employee entitlements. NEST provides a flexible not-for-profit financial structure for the collection, security, and payment of a range of employee entitlements.

The trust has the capacity to administer contributions for annual leave, annual leave loading, sick leave, long service leave, severance, redundancy pay, training leave, and any other forms of leave including paid maternity leave or maternity leave top-up.  

Fund Governance

The trust is governed by a corporate trustee  -  NEST Nominees Pty Ltd. The trust deed provides for equal employer/employee representation and an independent chairperson.  This position is held by The Hon. Justice Marcus Einfeld AO QC.

The trust operates according to the following basic principles:

· Employers are not required to pay any fees or charges in addition to contributions for employee entitlements.

· Administration fee only drawn from fund earnings (surplus)

· Capital of trust (contributions) can not be reduced or lost

· Employers only contribute entitlements in accordance with their existing commitments, as defined within their enterprise or certified agreement or as required by any prevailing legislative standard

· Equal board representation, and joint decision making principles enshrined in the trust deed.
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Administration

Nest has the administrative capability to collect ongoing contributions from multiple employers on a monthly, quarterly or other regular basis. Contribution records are transparent and accessible to participating employers (subject to statutory privacy provisions) via the internet as well as conventional means. 

The NEST administrator processes claims lodged by participating employers and makes payments direct to the employee. Compliance with statutory requirements including PAYE tax is undertaken by the administrator.

 Investment management is currently the responsibility of the ING Group in accordance with policy parameters set by the NEST board. The board has determined that NEST adopts and maintains a secure investment strategy aimed at preserving the capital of the fund. Accordingly NEST funds are only invested in either asset backed or capital guaranteed asset classes.

Implementation Of A Maternity Leave Top Up Scheme

Both the ACTU and the AMWU have proposed a generic employer funded top up levy to complement the provisions of the Workplace Relations Amendment (Paid Maternity Leave) Bill 2002. Both organisations propose a top up scheme that extends paid maternity leave to fourteen weeks based at an amount centred around calculations of Average Weekly Earnings. 

Such an option is also canvassed to a degree in the recently released             “ Valuing Parenthood, Options For Paid Maternity Leave”
 Interim Paper from the Federal Sex Discrimination Commissioner. NEST supports both the basic thrust of the proposed legislation, the Interim Paper and the principles of employer funded extension and top up advanced by the ACTU and AMWU.

The NEST Trust Deed allows for the establishment and support of specific purpose Member Trusts. In this circumstance it is our view that a member trust is the appropriate vehicle to and administer a maternity leave top up levy. To monitor and have carriage of such a schemes operations we would envisage board representation drawn from the key stakeholders (government, employers and unions)2
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Such a model would have considerable advantages including:       
· not-for profit based structure

· direct involvement and “ownership” by key stakeholders

· cooperative /partnership approach to decision making

· open, transparent and accountable governance

      -    purpose specific identification, branding and communications

· avoidance of additional collection and administrative burden on federal or state based agencies

· no establishment costs to employers, employees or government

· pre-existing, operational administrative platform

· capacity to use investment earnings to increase fund value of fund and subsidise small business

Conclusion

An industry based trust offers an efficient and cost effective model with the flexibility to meet the objectives of all the relevant stakeholders. A viable top up scheme could be established to complement a nationally funded maternity leave payment.

Andrew Whiley

CEO

National Entitlement Security Trust


      APPENDIX 1  –  PROPOSED MEMBER TRUST OPTION FOR

                                 A MATERNITY LEAVE TOP-UP SCHEME








NEST board can be used to govern member trusts if required





Proposed NEST Member Trust


Maternity Leave Top-Up Scheme





Member trust representative can sit on NEST board if required











Applications





Enterprise, Sector and/or Industry specific


functions and roll for the protection of 


employee  entitlements











Services and responsibilities 


Trust policy governance & management.


Funds management & Investment policy 


Administration / systems.


Member & Employer Services.


Beneficiary for bank guarantees.


Creation of member Trusts.


Retains legal liability








Applications





Purpose specific member trust for the operation of             maternity leave top-up scheme


Ownership & identity remains with the 


 member Trust.





Member Trust responsibilities


Internal Board of management.


Policy for distributing surplus funds.


Branding “…XYZ a NEST Member Trust.”


Member communication, promotion, 


 monitoring and the day-to-day management of    


 the Trust.





NEST Retains


Administration/systems, Funds Management, 


 Investment Policy.





Existing NEST Trust


General Protection of Employee Entitlements








� Chapt. 11 - 12.5 Option 4,12.6 Option 5, pp 80-83.


2 Refer Appendix 1
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