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2 SCHEDULE 30 BACK PAYMENTS INCLUDING LUMP SUMS IN ARREARS

WHO SHOULD USE THIS TABLE?
You use this table if you need to work out the amount 
to withhold from a back payment to a payee on or after 
1 July 2008.

  Back payments include lump sum payments in arrears.

If the payment is a bonus or other similar payment, use 
PAYG withholding tax tables – bonuses and similar payments 
(NAT 7905).

AMOUNT TO BE WITHHELD
The amount to be withheld from a back payment is governed by 
the information your payee has provided on their Tax file number 
declaration (NAT 3092). This information only applies to 
payments you make after you receive the declaration.

A later declaration provided by a payee overrides an earlier 
declaration.

  If you have Employment declarations that were valid at 
30 June 2000, they will continue to be valid under PAYG.

NO TFN PROVIDED
If your payee has not provided you with their TFN (or claimed an 
exemption from doing so) you must withhold from their payment 
at the highest rate, which is 46.5% for residents and 45% for 
foreign residents, ignoring any cents.

A payee who has advised you (through question 1 of their 
Tax file number declaration) that they have lodged a Tax file 
number application or enquiry with us has 28 days to give you 
their TFN. You withhold from a back payment paid during these 
28 days in accordance with the instructions in this schedule.

If a payee has not provided you with their TFN by the end of the 
28 days, you must withhold at the highest rate (see above) from 
the total amount of all payments made to them, unless we tell 
you not to. This will require you to redo the calculations for the 
pay periods involved.

  Do not allow for tax offsets or Medicare levy adjustments 
and do not add amounts for HELP or SFSS to withholding 
amounts for back payments, including lump sum payments 
in arrears, being made to payees who have not provided 
you with their TFN.

HOW TO WORK OUT WITHHOLDING AMOUNTS
The way you work out the amount to withhold depends on 
whether the payment accrued in:
■ the current financial year, or
■ a prior year.

Payments accrued in the current fi nancial year
To work out the amount to withhold from a back payment you 
are paying in the current financial year, you need to work out 
how much of the back payment accrued in each earlier pay 
period. You need to determine the amount of withholding that 
would have been paid in each of those pay periods, then adjust 
those amounts by the amounts that have already been paid. 
Method A takes you through the steps involved.

Method A
1 Work out how much of the back payment accrued in each 

earlier pay period. 

2 For the first affected pay period, add the back payment 
relevant to that period to the earnings previously paid to get 
total earnings for that period.

3 Use the relevant tax table to find the amount to be withheld 
from the total earnings for that period.

4 Subtract the amount previously withheld for the period from 
the amount worked out in step 3.

5 Repeat steps 2–4 for each pay period affected. Total the 
amounts calculated in step 4 for each pay period.

6 Use the relevant tax table to work out the amount to be 
withheld on the payee’s normal earnings for the current pay 
period.

7 Work out the total PAYG withholding for this pay period by 
adding the withholding on the normal pay (the result at step 6) 
to the withholding on the back payment (the result at step 5).

Payments accrued in a prior fi nancial year
There are two ways to calculate the amount to be withheld from 
a back payment that accrued in a financial year before the one 
in which the payment is made, depending on whether the 
payment was made:
■ less than 12 months after the amount was accrued 

(use Method B below)
■ more than 12 months after the amount was accrued 

(use Method C below).

Method B
Use this method for salary or wages accrued less than 
12 months before the date of the back payment.

1 Use the relevant tax table to work out the amount to be 
withheld on the payee’s normal earnings for the current pay 
period.

2 Divide the back payment amount by the number of normal 
pay periods over which it accrued. For example, if a back 
payment relates to the period August to October and the 
payee is paid monthly, the number of normal pay periods over 
which the amount accrued is three. Disregard any cents in the 
result. (For example, an amount of $143.75 becomes $143.) 
If the amount is less than $1 this step is nil. In this case there 
is no amount to be withheld from the back payment.

3 Add the amount worked out at step 2 to the normal payment 
in the current pay period. This is the ‘combined payment’.

4 Use the tax table used in step 1 to determine the amount to 
withhold on the combined payment (see step 3).

5 Subtract the amount worked out in step 1 from the amount 
worked out in step 4.

6 Multiply the amount worked out at step 5 by the number of 
normal pay periods over which the amount accrued.

7 Work out the total PAYG withholding for this pay period by 
adding the withholding on the normal pay (the result at step 1) 
to the withholding on the back payment (the result at step 6).
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SCHEDULE 30 BACK PAYMENTS INCLUDING LUMP SUMS IN ARREARS 3

Method C
Follow the steps below to work out the amount to be withheld 
from back payments of:
■ salary or wages that were accrued more than 12 months 

before the date of the back payment, and
■ all other amounts that accrued in a prior financial year.

1 Use the relevant tax table to work out the amount to be 
withheld on the payee’s normal earnings for one pay period 
in the current financial year.

2 Divide the back payment by the number of normal pay 
periods in 12 months (that is, 12 monthly payments, 
26 fortnightly payments or 52 weekly payments). Disregard 
any cents in the result. (For example, $143.75 becomes 
$143.) If the amount is less than $1 this step is nil. In this case 
there is no amount to be withheld from the back payment.

3 Add the amount worked out at step 2 to the normal payment 
in the current pay period. This is the ‘combined payment’.

4 Use the tax table used in step 1 to determine the amount 
to withhold on the combined payment (see step 3).

5 Subtract the amount worked out in step 1 from the amount 
worked out in step 4.

6 Multiply the amount worked out at step 5 by the number of 
normal pay periods in 12 months (see step 2).

7 Work out the total PAYG withholding for this pay period by 
adding the withholding on the normal pay (the result at step 1) 
to the withholding on the back payment (the result at step 6).

If you have to use more than one of the methods above to work 
out the amount to be withheld from a back payment, split the 
back payment amount and work out each withholding amount 
separately.

Examples
Example 1 uses PAYG withholding – Statement of formulas for 
calculating Higher Education Loan Programme (HELP) 
component including coefficients for calculating weekly 
withholding amounts incorporating HELP component 
(NAT 2335) effective from 1 July 2008. The calculations are 
made using scale 7, with tax-free threshold and no leave 
loading.

Examples 2 and 3 use PAYG withholding – Weekly tax table 
incorporating Medicare levy with and without leave loading 
(NAT 1005) effective from 1 July 2008. The calculations 
are made using column 3, with tax-free threshold and no 
leave loading.

EXAMPLE 1: Missed payment

Robyn, who has an accumulated HELP debt does not 
submit a timesheet for pay period 10 and is not paid in that 
period. She submits the timesheet in the next pay period. 
Her normal payment for period 11 is $850 and her back pay 
entitlement is also $850. To determine the withholding 
amount, use Method A as follows.

1 How much back payment accrued in each earlier 
pay period? In this example, only one pay period 
is involved.

= $850

2 Add the relevant back payment amount to the 
wages in period 10 ($0 + $850).

= $850

3 Use the tax table to find the amount to be 
withheld from the total earnings for period 10.

= $181

4 Subtract the amount previously withheld for 
period 10 ($0) from the amount worked out in 
step 3 ($181 – $0).

= $181

5 As the back period relates to only one prior 
period, there is no need to repeat steps 2–4.

6 Use the tax table to calculate the amount to be 
withheld on the payee’s normal earnings for the 
current pay period ($850).

= $181

7 Add the withholding on the back payment 
(step 4) to the withholding on the normal pay 
(step 6) to work out the total PAYG withholding 
for pay period 11 ($181 + $181).

= $362

EXAMPLE 2: Amount accrued in earlier fi nancial year 
but within 12 months of the payment date

Joanne is employed by Macropayers Ltd. On 1 July 2008 
she received a salary increase of $5 per hour, taking her 
gross weekly salary to $630. Her employer has also agreed 
that the increase is to be backdated to 1 October 2007. 
The back pay will be paid in her next pay.

The total back payment of salary and wages is $7,312.50 
which accrued over 39 normal pay periods. The amount 
Joanne’s employer must withhold from this payment is 
calculated using Method B as follows.

1 The relevant PAYG withholding tax tables are 
used to calculate how much to withhold from 
Joanne’s normal gross weekly earnings ($630) 
in the current pay period.

= $77

2 Joanne’s back payment of $7,312.50 is divided 
by 39 normal pay periods over which the 
amount accrued and any cents are disregarded 
($7,312.50 ÷ 39).

= $187

3 The amount at step 2 is added to Joanne’s 
normal gross earnings of $630 ($630 + $187).

= $817

4 The same PAYG withholding tax tables used at 
step 1 is used to work out the amount to be 
withheld from the amount at step 3.

= $136

5 The amount at step 1 is subtracted from the 
amount at step 4 ($136 – $77).

= $59

6 The amount at step 5 is multiplied by 39 pay 
periods ($59 × 39).

= $2,301

7 The total PAYG withholding for this pay period 
is the withholding on the normal weekly pay 
(the result at step 1) added to the withholding 
on the back payment (the result at step 6) 
($77 + $2,301).

= $2,378
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4 SCHEDULE 30 BACK PAYMENTS INCLUDING LUMP SUMS IN ARREARS

EXAMPLE 3: Lump sum payment in arrears

Mary is employed by Minercorp Pty Ltd and receives a gross 
weekly salary of $850.00. She is entitled to an allowance from 
her employer when working in remote areas. In 2005, Mary 
worked in a remote area for six months, but she was not paid 
this allowance. The total allowance that she should have been 
paid for this period was $2,480. Her employer’s oversight was 
finally discovered and her employer agreed to pay her the 
$2,480 as a lump sum payment in arrears on 1 November 
2008. The amount Mary’s employer must withhold from this 
payment is calculated using Method C as follows.

1 Use the weekly tax table, find the withholding 
amount on Mary’s normal weekly earnings in 
the current financial year ($850).

= $147

2 Divide the lump sum payment in arrears of 
$2,480 by the number of pay periods Mary 
has a year (52, as she is paid weekly), 
disregarding any cents.

= $47

3 Add the step 2 amount to Mary’s normal weekly 
earnings ($850 + $47).

= $897

4 Use the tax table used in step 1 to determine 
the amount of withholding on $897.

= $163

5 Subtract the step 1 amount from the step 4 
amount ($163 – $147).

= $16

6 Multiply the step 5 result by the annual number 
of pay periods ($16 × 52). This gives the 
amount to be withheld from the back payment.

= $832

7 The total PAYG withholding for this pay period 
is the withholding on the normal weekly pay 
(the result at step 1) added to the withholding 
on the lump sum payment in arrears (the result 
at step 6) ($147 + $832).

= $979

SUPERANNUATION INCOME STREAMS
To work out the amount to withhold from the taxable 
component of back payments of superannuation income 
streams (pensions and annuities), including lump sum payments 
in arrears, use either Method A or Method C above. Use:
■ Method A – when the payment accrued in the current financial 

year, or
■ Method C – when the payment accrued in a prior financial year.

PAYMENT SUMMARIES
You must record back payments on your payee’s payment summary. 
The payment summary you use depends on whether the back 
payments relate to a superannuation income stream or not. Use:
■ PAYG payment summary – individual non-business 

(NAT 0046) for all back payments except those for 
superannuation income streams

■ PAYG payment summary – superannuation income stream 
(NAT 70987) for superannuation income stream payments.

The way you fill in the payee’s payment summary varies 
depending on the method you used to calculate the withholding 
amount on their back payment.

Completing the individual non-business 
payment summary
If you used Method A or Method B to work out the withholding 
amount, include:
■ the total gross amount of all payments at ‘Gross payments’, and 
■ the total amount withheld at ‘Total tax withheld’.

If you used Method C for one or more payments that were each 
less than $400, include:
■ the total gross amount of the payments at ‘Gross payments’, and
■ the total amount withheld at ‘Total tax withheld’.

If you used Method C for one or more payments that were each 
$400 or more, include: 
■ the total gross amount of the payments at ‘Lump sum E’, and 
■ the total amount withheld at ‘Total tax withheld’.

  You must also provide the payee with a letter specifying the 
financial years over which the amount accrued and the 
gross amount that accrued each year.

Completing the superannuation income stream 
payment summary
If you used Method A, include:
■ the component amounts at:

– ‘Taxable component’ (both taxed and untaxed elements 
if applicable), and

– ‘Tax-free component’
■ the amount withheld at ‘Total tax withheld’.

If you used Method C, include:
■ the component amounts at:

– ‘Lump sum in arrears – taxable component’ 
(both taxed and untaxed elements if applicable), and

– ‘Lump sum in arrears – tax-free component’
■ the amount withheld at ‘Total tax withheld’.

  You must also provide the payee with a letter specifying the 
financial years over which the amount accrued and the 
gross amount that accrued each year.

PAYG WITHHOLDING PUBLICATIONS
All PAYG withholding tax tables and other PAYG publications 
can be accessed quickly and easily at www.ato.gov.au

Copies of weekly and fortnightly tax tables are available from 
most newsagents. Newsagents also hold copies of the Tax file 
number declaration (NAT 3092) and the Withholding declaration 
(NAT 3093).
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OUR COMMITMENT TO YOU

We are committed to providing you with advice and information you can rely on.

If you feel this publication does not fully cover your circumstances, seek help from 
the Tax Office or a professional adviser.

The information in this publication was current in May 2008. We regularly revise 
our publications to take account of any changes to the law, so make sure that you 
have the latest information. If you are unsure, you can check for a more recent version 
on our website at www.ato.gov.au or contact us.
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