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HiGHER EDUCATION FUNDING LEGISLATiON AMENDMENT BILL 1994

OUTLENE 4
TheHigherEducationFundingAct 1988makesprovision forgrantsof financial
assistanceto highereducationinstitutionsandotherbodiesforhighereducation
purposes,establishestheHigherEducationContributionScheme(1-IECS) andthe
OpenLearningDeferredPaymentScheme(OLDPS)andmakesprovisionfor the
repaymentof monieslent by theCommonwealthto studentsunderthoseSchemes.

Thepurposeofthis Bill is to amendtheHigherEducationFundingAct 1988to
implementthe Budgetdecisionto makechangesto theHigherEducationContribution
Scheme- HECS- to bring forwardtherepaymentof HIECSliabilities by introducinga
pro-ratapaymentthresholdat which studentswho leavefi.tll-time educationfor the
first timearerequiredto beginrepayingthoseliabilities.

TheBill’s provisionsthusincludean amendmentto repaymentarrangementsfor certain
studentsunderHECS. Themeasure,which will comeinto effecton 1 January1995,
will requirethatpeoplewho leavefull-time educationfor thefirst time havetheir
HECSdebtfor that financial yearcalculatedon a pro-ratabasisin accordancewith the
proportionoftheyear spentin thework force.

Thisprovision,which is estimatedto bring forward$15 million in HECSrevenuein
theperiod 1995-96to 1997-98alone,will shortentherepaymentperiodfor affected
studentswithoutincreasingthe sizeof the debtfor anyperson.

TheBill also amendstheHigherEducationFundingAcl1988 to:

• removetherestrictionon thenumberof units for which an eligible client
undertheOpenLearningDeferredPaymentScheme(OLDPS)may defer
paymentin thefirst semesterof study;

• clarif~that theamountof basicchargepayableby studentsunderOLDPS
for a studyunit in theDecember/Marchsemesteristhe amountpayable in
thefollowing semester;

• amendthemaximumlevel of grantfundingavailableundercertain
provisionsof theAct to reflectthe revisedamountavailablefollowing
verificationof relevantHECSinformationandto providefor thetransferof
fundsto theAboriginal Education(SupplementaryAssistance)Act 1989;
and

• makea minorchangeto the definition of “overseasstudent”to ensurethat
membersof foreign armedforcesstudyingin Australiapayfull feesrather
thanFIECS.
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TheBill also makestechnicalamendmentsto theHigherEducationFunding
AmendmentAct (No. 2) 1992 andtheHigherEducationFundingAmendmentAct
1994~

FINANCIAL IMPACT

Theamendmentto section17(e)to increasethe maximumlevel ofgrant fundingwhich
canbeprovidedby theCommonwealthis offsetby a lower thananticipated
Commonwealthcontributionrequiredto dischargestudentliabilities in 1993enablinga
transferfrom the HigherEducationTrustFund. The savingsfromthe introductionof
thepro-ratathresholdfor HECSareestimatedto be$Sm for eachof theyears1995-
96, 1996-97and I 997-98. Theotheramendmentsare notexpectedto havea
significantfinancial impact.
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NOTES ON CLAUSES

PART 1- PRELIMINARY

Clause1 - ShortTitle

Clausei setsouttheshorttitle ofthe proposedAct.

Clause2 - Commencement 4
Clause2 setsoutthedateson which variousprovisionsofthe Act commence.

UnderClause2(1), Parts 1 and2 (otherthanClauses5(b) and5(c)), Clause12 and
Clause19 of theAct commenceon theday on which theAct receivesRoyalAssent.
Clause2(2) providesfor Clauses5(b)and 5(c) to commenceon 1 January1995.

Clauses2(3) to 2(6) provide for theretrospectiveamendmentofvariousprovisionsof
theBill. The provisionsconcernedcorrectminordrafting anomaliesinamendments
containedin previous Acts which haveamendedtheHigherEducationFundingAct
1988. Forexample,theprovisionscorrectmisdescriptionsof provisionsbeing
amended.Theamendmentscommenceretrospectivelyto ensurethe correctoperation
of theoriginal amendingprovisions.

PART2- AMENDMENTS OF Tilt HIGHER EDUCATION FUNDING ACT
1988

Clause3-Principal Act

Clause3 identifies theHigherEducationFundingAct 1988asthe PrincipalAct for
thepurposesofPart 2.

Clause4 - Definitions

Section3 ofthe Principal Act containsdefinitionsof termsusedin thatAct.

Clause4 amendsthedefinition of “overseasstudent” insection3 of thePrincipalAct
In Chapter4 ofthePrincipal Act, which providesfor theHigherEducation
ContributionScheme,subsection39(1)of theAct requirescertainhighereducation
institutionsto requireeachcontributingstudentto paya contributiontowardsthe
student’scost ofstudy. The definitionof “contributing student”in subsection34(1)
excludesan ‘exemptstudent’from thisrequirement.Subsection3 5(4) makesan
overseasstudentan exemptstudent.

Paragraph(f) of thedefinitionof “overseasstudent” in section3 excLudesfrom that
definition “amemberof thearmedforcesoftheCrownwho hasenteredAustraliain 4
the courseof his or herduties”.

Thearmedforcesof theCrownarethe armedforcesofthosecountrieswhich are
membersof theCommonwealthandacknowledgetheQueenas Headof State,and
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membersof thesearmedforcesareregardedfor migrationpurposesastemporary
residents,

As it would bemoreappropriateto regardstudentsfailing within paragraph(0 of the
definition of “overseasstudents”as full fee-payingstudents,ratherthanasHECSliable
students,Clause4 removesparagraph(f) from thedefinition of “overseasstudent”.

Clause5 - Maximumgrants

Section17 of thePrincipal Act setsouttheminimumlevelsof grantfundingwhich can
be paid to certainhighereducationinstitutionsfor expenditurefor operatingpurposes
under sections15 and 16 ofthat Act.

Clause5(a) amendssection 17(e) to increasethe amountof maximumgrantavailable
for operatingpurposesin 1993 This increasereflectsthe revisedamountavailableto
beprovidedto institutionsfollowing verificationoftheHECSinformationprovidedby
institutionsuponwhich the level of grant funding isbased.

Clause5(b)andClause5(e) respectivelyamendssection 17(g) and17(h) to transfer
amountsappropriatedundertheHigherEducationMindingAct 1988 to the
AboriginalEducation(SupplementaryAssistance)Act 1989to increase
Commonwealthfunding oftheAboriginal EducationStrategicInitiativesProgramfor
1995 and1996 to supporttertiaryeducationprovisionin remoteareas.

Clause6 - Eligible Clients

Chapter5 ofthePrincipal Act providesfor theOpenLearningDeferredPayment
Scheme.

The OpenLearningDeferredPaymentSchemeis availableto Australiancitizens
(section101(1)(d)(i) of thePrincipalAct) and Australianpermanentresidentsliving in
Australiawho areentitledto stayin Australiawithout anylimitation asto time (section
101(d)(ii)). It wasintendedthatNewZealandcitizensonly beentitledto participate
in theSchemeif they havebeenliving in Australiafor a continuousperiodof at least
two years(section101(d)(iii)). The periodof residencerulealso appliesin relation to
HECSandwas introducedin 1993 to reducethepossibility ofNew Zealandcitizens
returninghomeaftertheir studieswithoutpaying theirHECScontribution.

Section101 (1)(d)(iii) is intendedto set out theonly rule relating to eligibility of New
Zealandcitizens. Howeversection 101(1)(d)(ii), ascurrentlyworded,would makeit
possiblefor a NewZealandcitizento claim heor shefits the categoryofpermanent
residenti.e., “a personwhois presentin Australiaarid is entitledto stay inAustralia,
without anylimitation as to time” andas a resultavoid theminimumperiodof
residencyrule setout in section10I(1)(d)(iii)~

Clause6 amendssection101 of thePrincipal Act to ensurethatNewZealandcitizens
mustsatisf~’theresidencyrule in orderto beeligible for thescheme.
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Clauses7,9,10and11-Amendmentof theOpen LearningDeferredPayment
Schemeto clarify theamountof basicchargepayableby studentsunder OLUPS

fora unit in the December/Marchsemester

Underthe OpenLearningDeferredPaymentScheme(OLDPS),studentsmust
undertakeunitsovertwo consecutivestudyperiods,called“a semester”for the
purposesof theScheme. As therearefour intakesin ayear in the OpenLearning
program- in March,June,SeptemberandDecember,it is possiblefor studentsto
apply for the deferredpaymentschemefor theDecember/March“semester”.

Thelevel of chargeforunitsof studyis set on a calendaryearbasis. As a result,the
level of chargeto be appliedin a semesterwhich spanstwo calendaryears,i.e.,the
September/DecemberandDecember/March“semesters”,isthe chargeapplyingin the
first ofthe two years.

Thisarrangementasit affectstheDecember/Marchsemesteris contraryto themanner
inwhich theHECSSchemeoperates,which providesthattheHECSliability for
summerschoolsspanningtwo calendaryearsis calculatedattheHE.CS rateapplying
in thelateryear. Theamendmentsmadeby Clanses7, 9, 10 and11 areintendedto
bringthe OLDPSarrangementinto line with theHECSpracticein recognitionthat
mostof theOpenLearningstudy in theDecember/Marchsemesterisundertakenin the
secondyear.

Clause7 repealssection102 asa consequenceof theamendmentmadeby Clause
9(1).

Section 104 ofthePrincipalAct setsout therulesfor determiningthebasiccharge
underOLDPS.

Clause9(1) repealssection104 andsubstitutesa newsection 104. New section
104(1)defines “Agreement” for thepurposesof thesectionto meanthe Agreement
betweenthe Commonwealthandthe Agencyreferredin section100of theAct, or,
wherethe Agreementhasbeenor is amended,thatAgreementasamendedandin force
from timeto time.

Newsection104(2)providesthata referencein this Partto thebasicchargein respect
of a unit of studyforwhich aneligible client of theAgency is enrolledin a studyperiod
is a referenceto anamountthat,undertheAgreement,theAgencymay charge,in
respectoftheunit of study, for thematerials,servicesandexperiencesthatthe Agency 4
mustprovideto enabletheclient to enrolfor, andcompletetheunit of study.

Newsection104(3)providesthattheMinistermustcauseto bepublishedin the
Gazette,beforethebeginningof Decemberin eachyear,thebasicchargesapplicable
for theMarch, JuneandSeptemberstudyperiodsof thefollowingyear,andin relation
to theDecemberstudyperiodofthat year(paragraph104(3)(c),thebasicchargefor
eligible clients:

(i) who areparticipatingin the deferredpaymentschemeandfor whomthe
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Decemberstudyperiodis thesecondstudyperiodin a semester(paragraph
1 04(3)(a));or

(ii) who areparticipatingin thedeferredpaymentschemeandfor whom the
Decemberstudyperiodis thefirst studyperiodin a semester(paragr~p~
104Q)f~)).

) In effect, thebasicchargefor eligible clientsfor whomtheDecemberstudyperiodis
thesecondstudyperiodof the semesterwill be the sameas thatwhichappliedin the
previousstudyperiod. Thebasicchargefor eligible clientsforwhomtheDecember
studyperiodisthe first studyperiodofthe semesterwill be the sameasthat which
appliesto the following, March, June,andSeptemberstudyperiods.

Clause9(2)is atransitionalprovisionwhich providesthat if the Ministerhadnot,
beforethecommencementof theClause,causedto bepublishedin theGazetteunder
section 104(3)ofthe Principal Act thebasiccharge (within the meaningof thatAct) in
respectof thesemestersin theyear 1994, theMinistermustcausethat chargetobe so
publishedassoonaspracticableafterthat commencement.

Clauses10 and 11 respectivelymakeconsequentialchangesto sections106 and106D
of the Principal Act asa consequenceof the amendmentmadeby Clause9(1).

ClauseS - Amendment to the Open Learning Deferred Payment Schemeto
removethe restriction on the number of units for which an eligible client may

defer payment in the first semester

UndertheOpenLearningDeferredPaymentScheme,aneligible client maydefer
paymentof thebasicchargefor unitsof studyup to thestandardstudyload(section
106).

The‘standardstudyload’ is definedin section103(2)to be4 studyunitsfor thefirst
semesterforwhich theclient enrolsand8 studyunitsfor any2 consecutivesemesters
(section103).

Clause8(1)amendssection 103 by insertinga new section103(2)whichprovidesthat
thestandardstudyloadof aneligible client oftheAgencyin respectofa semesterfor
which theclient enrolsisthenumberof unitsof studyforwhich theclient enrols,

togetherwith thenumberof units of studyfor which theclient wasenrolledin the
previoussemester(if any)which equals8 units, therebyremovingthe rule in relationto
thestandardstudyload of an eligible client for thefirst semesterfor which heor she
enrols.

Clause8(2) is anapplicationprovisionwhich providesthat the amendmentmadeby
Clause8(1) appliesto an eligible client ofanAgencyin respectof thefirst semesterfor
which heor sheenrolsafterthecommencementof this sectionandin respectof all
later semesters.
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Clause12 - Insertionof new Division

Clause12(1)inserts newDivision 2A into the Principal Act to bring forwardthe
repaymentof 1-IECS liabilities by introducinga pro-ratapaymentthresholdat which
peopleleavingfill-time educationfor thefirst timearerequiredto begin repaying
HigherEducationContribution Schemedebts,inaccordancewith theproportionof the
yearspentin theworkforce.

Section 106Q providesfor thecalculationof compulsorypaymentson a ‘stepped
basis” in respectof anaccumulatedHigherEducationContributionScheme(HECS)
debtwherethetaxableincomeof a personin respectofa year of incomeexceedsthe
minimum prescribedamountdeterminedin accordancewith sectionlO6Q(4).

Division 2A will apply to peopleleaving fill-time educationfor thefirst time from I
January1995 andwill meanthat, subjectto certainprovisionsrelatedto earnings
beforeceasingft111-time education,theamountrequiredto bepaidby a personin
respectof anaccumulatedFEC debt undersection106Q ofthe Act in a yearof
incomein which heor shefirst ceasesfill-time educationwill becalculatedon a
proportionatebasishavingregardto theperiodthat thetaxpayeris effectivelya
memberof theworkforce. Themeasurewill beconsistentwith the provisionsof
sections16 - 20 of theIncomeTaxRatesAct 1986.

GeneralOutline

Pro-ratingof theamountrequiredto bepaidby a personin respectof anaccumulated
HEC debtwill apply in a yearof incomewherea personfijat ceasesto be enrolledor
undertakinga designatedcourseof studyon a fill-time basisat aninstitution.
However,a personwill still beconsideredtobe engagedin a designatedcourseof
studyif heor sheis on a vacationbreakin thatcourse,or is enrolledor undertakesa
designatedcourseof studyon a fill-time basisthatstartswithin 4 monthsof finishing
an earliercourse.

Wherea personceasesto beenrolledinor undertakinga designatedcourseof study
on a full-time basiswithin 4 monthsof theend of a yearof income,andis thereforenot
otherwiseenrolledin or undertakingsucha courseat theendof theyear ofincome,he
or shewill, nevertheless,notbesubjectto pro-ratingin therelevantyearof incomeif
he orsheenrolsor undertakesanotherdesignatedcourseof studyon a full-time basis
within 4 monthsofthe cessationof theearliercourse. In thisway, pro-ratingwill not
applyto personswho ceaseto beenrolledin or undertakinga designatedcourseof
studyon a fill-time basisnear theendof a yearof incomebutwho enrolin, or
undertakeanothercourseagainon a fill-time basisfor the nextsemesterthat may start
aftertheendof theyearof income.

However,personswho completea designatedcourseof studyon a fill-time basiswill
besubjectto pro-ratingif theyare notengagedin a furthercourseat theendof the 4
yearof incomeanddo notsatisfj the4 monthrule, eventhoughtheymaycommencea
furthercourseof fill-time educationat somelaterdate.
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Wherepro-ratingappliesto a personwho ceasesto beenrolledin or undertakinga
designatedcourseof studyon a fill-time basis in a year ofincome,thetaxableincome
thresholdabovewhich a personwill berequiredtomakea paymentin respectof an
accumulatedI-fEC debt will beone-twelfthof theminimum prescribedamount
determinedin accordancewith subsection106Q(4),multiplied by thenumberof
monthsthepersonwas notengagedin a courseof fill-time educationin theyearof
income. Pro-ratingwill alsoapply in relation to theintermediateandmaximum

prescribedamounts. Forthis calculation,themonthinwhich a personceasesto be
enrolledor undertakinga designatedcourseof studywill betakenasa monthwhenhe
or shewasnotenrolledin or undertakingacourseof study on a fill-time basis.

Thisadjustedthreshold,otherwiseavailablefor theyearof income,is to be increased
wherethepersonreceivedincomeduring theyearthat relatesto theperiodwhenheor
shewasenrolledin or undertakingadesignatedcourseof studyon a fill-time basis.
Generally,the level of thethresholdotherwiseavailablewill beincreasedby the
amount,up to the level ofthebalanceof theannualthreshold,equalto thepart ofthe
taxableincomeof theyearof incomethat relates,or is deemedto relate,to theperiod
while in fill-time education.

Pro-ratingof thethresholdas a consequenceof ceasingfill-time educationwill only
occuroncein a person’slifetime. Whereat anytime inanearlieryearof incomea
personhasfUlfilled thetestsfor theoperationof pro-rating,heor shewill notbe
subjectto their applicationin a subsequentyearof income.

Newsection IO6OA: Interpretation

NewsectionIO6QAdefinesa numberof termsusedin newDivision 2A. Apart from
thedefinitionswhich areself-explanatory,theseare:

“beneficiary” is definedin relation to a trustestateto includea personwho is
capableof benefitingunderthetrust. Thedefinition is relevantto newsection
1O6QC (seelaternoteson thatprovision)and thedeterminationoftheperiod in
ayearof incomewhena personis a beneficiaryof a trustestate.

“partial thresholdmonth” is a termthatwill identif~,’the monthor monthsduring
a yearof incomethat areto betakeninto accountin determiningtheHECS
threshold. It will meana month in theyearof incomein which thewholeor a
part ofa part-yearworkforceperiod(seenote on newsectionIO6QB) in relation
to a personin relationto a year occurs.

“relateddeductions”is a termusedin new section IO6QC for thepurposeof
calculatingtheamount(if any)of pme-workforceincome(seenoteson that
provision) that maycontributeto theamountofa person’sHECSthreshold
determinedundernewsectionIO6QD. By thedefinition, a relateddeduction,in
relation to aparticularkind of assessableincomeof a personof a year of
income,means:
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deductionsallowedor allowableunderthe IncomeTax
AssessmentAct 1936to thepersonin theyear of incomethat
relateexclusivelyto assessableincomeofthat kind;and

somuch of anyotherdeductionallowedor allowableunderthat
Act to the personin theyearof incomeasmay appropriatelybe
relatedto assessableincomeof thatkind.

“salary or wages”isdefinedfor thepurposesof theoperationof newsection
IO6QC indeterminingpre-workforceincome. Seenoteson newsection
IO6QC. It meansassessableincomethat is salaryor wagesfor thepurposesof
thePAVE tax instalmentdeductionprovisionsof theJncomeTaxAssessment
Act 1936.

“study period” is definedfor thepurposesof theoperationof sectionIO6QCin
determiningpre-workforceincome. It meanstheperiod in a yearof income
commencingat the startoftheyearandendingon thedayon which a person
first ceasesa designatedcourseof studyon a fill-time basisat aninstitution,
suchas to satisfS’ thetermsof new sectionIO6QB in calculatinga “part-year
workforce period”.

New subsectionIO6QA(2) is an interpretativeprovisionrelevantto the operationof
sectionIO6QB andwill assistin determiningwhethera personhasceasedto be
engagedina designatedcourseof studyon a fill-time basisor is still engagedin a
courseat theend of theyearof income. Newparagraph106A(2)(a)specifiesthat a
personwill betakento beengagedin a courseof fill-time educationwherehe or sheis
on a vacationbreakin the particularcourse. Newparagraph106A(2)(b)stipulatesthat
a personenrolledina courseof educationis deemedto beengagedin that course.

Newsection 106013:Part-yearworkforce period

Newsection IO6QB containstherules for calculatinga “part-yearworkforceperiod”
in relationto a personin relationto a yearof income. Thepro-ratedpartof the
taxableincomethresholdabovewhich apersonbeginsto repaytheirHECSdebt is to
becalculatedhavingregardto thenumberof monthsin theyearof income(“partial
thresholdmonth” definedin new subsectionIO6QA(l)) wherea “part-yearworkforce
period” subsists.

NewsubsectionI O6QB(1) providesthat a “part-yearworkforce period” in relation to
a personoccursin a yearof incomewhere:

• on an occasion(or on two or moreoccasions)in the incomeyear the
personceasedto beenrolledin orundertakinga designatedcourseof study
at an institutionon a fill-time basis(p~gç~ha~);

a the personwasnot engagedin sucha courseat theendof theyearof
income(p ra ra h4bl); and
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wherethe occasion,or the lastofthe occasionsreferredto in (a) (i.e., the
cessationoffill-time education)occursin the last 4 monthsof theyearof
income,thetaxpayeris notat anytime in the4 monthperiodafterthat
occasionengagedin a designatedcourseof studyat aninstitutionon a tidE-
time basis(paragraph(c)).

A “part-yearworkforceperiod” will generallyoccurin ayear ofincomewherea‘ personceasesa designatedcourseof studyfor thefirst time andis not engagedin such
a courseat theend of theyear,that is, afterceasingeducationthepersonisin
employment,is unemployed,or is on holidaysprior to commencingemployment.

A “part-yearworkforceperiod” will not arisebecausethecircumstancesin paragraphs
(a) and(b) aresatisfiedbutonly if paragraph(c) also applies. As a result . a “part-year
workforceperiod” will not occurin a yearof incomeif apersonceasesa coursewithin
the last4 monthsof a yearof incomeandcommencesanothersuchcoursewithin 4
monthsofthecessationof theearliercourse.

Wherea “part-yearworkforceperiod” for a personoccursin ayear ofincome,the
periodwill run fromthe first dayof themonth inwhich thetaxpayerceasedto be
enrolledor undertakinga designatedcourseof study, or if heor sheceasedto be
engagedin suchacourseon morethanoneoccasionduring theyear,thefirst dayof
the monthin which the last occasionoccurs(paragraph(d)) until theendof theyear of
income(paragraphjç)).

New subsectionIO6QB(2)will operatewherepro-ratingof thethresholdon accountof
ceasingfill-time educationwould haveappliedto a personina precedingyearof
income,i.e., a “part yearworkforceperiod”occurredin an earlierperiodof income
(whethereitherbeforeor after thecommencementof thisDivision). In sucha case,a
“partyearworkforce period”shall bedeemednotto haveoccurredin the currentyear
of income - in effect,wherea personis subjectto pro-ratingin an incomeyearbecause
of ceasingeducationor would havebeensubjectto pro-ratingif theprovisionshad
operatedat thetimewhenheor shefirst ceasedfill-time education,pro-ratingfor that
reasonwill notapply to apersonin thelaterincomeyear.

NewsubsectionIOOQB(3) providesthat pro-rating becauseof ceasingeducationwill
notapply if theperiodof a “part-yearworkforceperiod” in a yearof incomeis the
wholeof ayear ofincome. In practicethis would bewherethepersonceased
educationin Julyof therelevantincomeyear. However,the fill-year periodmuststill
betreatedas a “part-yearworkforceperiod’ sothat pro-ratingwill notapply in a later
year.

New section I OÔOC: Pre-workforceincome

‘ Newsection IO6QC setsout the basis for calculating the amounts of “pre-workforce
income”derivedby a personin a yearof income. Suchincomewill only bederivedin
ayearof incomewherethereis a part-yearworkforceperiodin theyearofincome,
i.e.,thepersonceasedfill-time educationin that year. Thetotalof theamountsof
pre-workforceincomederivedby a personin ayearof income,i.e.,the incomedeemed
to bederivedby a personin thestudyperiod in thatyearof income,is relevantfor
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determiningtheamountoftheI-IECS taxableincomethresholdfor a particularyear.
In effect, the“pre-workforceincome”, subjectto an upperlimit, will beaddedto the
thresholdotherwiseavailableto a personbecauseof pro-ratingon accountof “partial
thresholdmonths”to obtainthe total taxableincomethresholdto beusedto calculate
his or hercompulsorypaymentin respectof their accumulated1-fEC debt undersection
106Q.

In the calculationof “pre-workforceincome”, assessableincomeof a particularkind
will bereducedby deductionsthat relateexclusivelyto, or may beappropriately
relatedto, thatkind of income. Thesedeductionsaredefinedin newsection 1 O6QA as
“relateddeductions”- seeearliernoteson this provision.

New section IO6QCwill allocatethe incomeof a personfor a yearof incometo hisor
her studyperiodin the incomeyearto determinethe amountof “pre-workforce
income” derivedin thestudyperiod. Theterm “study period” is alsodefinedin section
IO6QAand,broadly,is theperiod in a year of incomebeforethe personceasedfill-
timeeducation.

The following amountswill be pre-workforceincomein a yearof income-

assessableincomederivedby wayof salaryor wagesin thestudyperiod
reducedby anyrelateddeductions(newsubsection1060.C.(2));

assessableincomederivedby way of theproceedsof abusinesscarried
on by thepersonaloneduring thestudyperiod, calculatedin
accordancewith theformula

Reducedassessableincome x Businesspartof studyperiod
Businessperiod

where:

“Reducedassessableincome” is theamountof assessableincomederivedfrom the
businessreducedby any relateddeductions;

“Businesspartof studyperiod” is the numberof daysin thestudyperiodwhenthe
businesswascarriedon by thepersonalone;

“Businessperiod” is thenumberof daysin theperiodduring theyearof incomewhen 4
thebusinesswascarriedon by thepersonalone(pey,’ subsection1060CU)).

• assessableincomefrom the net incomeof a partnership,wherethe
personwas a partnerduringthe studyperiod, reducedby any related
deductionsandapportionedon a similarbasisas appliesin new
subsectionI O6QC(3)(newsubsection1060C(4)) 4
assessableincomeincludedundersection97, 984,9911, or 100 of the
Incomelkix AssessmentAct 1936,wherethepersonwasabeneficiary(see
earliernoteson definitionof thetermundernew sectionIO6QA) in the
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relevanttrustestateduring thestudyperiod, reducedby anyrelateddeductions,
andapportionedin a similar basisas in newsubsection1O6QC(3)(n.~w
subsection1 060C(5))

anyotherassessableincomederivedin theyear ofincome,not covered
by newsubsectionsIO6QC(2)to (5) (e.g.,interestor dividends),
reducedby anyrelateddeductionsandapportionedon thebasisthat the
numberof daysin the studyperiodbearsto thenumberof daysin the
yearof income(newsubsectionIOÔQC(6)).

New subsectionIOÔQD: Pro-ratingof theHECSthreshold

New section lO6QD setsoutthebasisof calculatingthe amountoftheHECS
thresholdfor a person,i.e., thetotal taxableincomethresholdto beusedto calculate
his or her compulsorypaymentin respectof their accumulatedHEC debtundersection
106Q,wherethereareoneor morepartialthresholdmonths(asdefinedin new
subsection1 O6QA) in relation to that personin that year of income.

Wherepro-ratingis to operatein relation to a personin a yearof incomethe
thresholdsin section 1 06(4)(a),(b) and(c) (i.e., theminimum prescribedamount,the
intermediateprescribedamountandthemaximumprescribedamount)are to be
replacedby anamountcalculatedin accordancewith thefollowing formula:

in thecaseofthe minimumprescribedamountunderparagraph106Q(4)(a)(ii):

Previous
(minimumprescribedamount x Partialthresholdmonths)+ pre-workforceincome

12

(“Previousminimumprescribedamount”is definedin newsubsectionIO6QD(2)to
meanthe amountthat, but for Division 24, would betheminimumprescribedamount
in respectof a yearofincomeunderparagraphI OoQ(4)(a)(ii))

in thecaseof the intermediateprescribedamountunderparagraph
I 06Q(4)(b)(ii):

Previous
(intermediateprescribedamount x Partialthresholdmonths)+ pre-workforceincome

12

(“Previousintermediateprescribedamount”is definedin newsubsectionIO6QD(2) to
meanthe amountthat, but for Division 2A, would betheintermediateprescribed
amountin respectof a year of incomeunderparagraphI 06Q(4)(b)(ii))
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in thecaseof the maximumprescribedamountunderparagraph
I06Q(4)(c)(ii):

Previous
(maximumprescribedamount x Partial thresholdmonths)+ pre-workforceincome

12

(“Previousmaximumprescribedamount”is definedinnewsubsectionIQ6QD(2)to
meantheamountthat,but for Division 24,would bethemaximumprescribedamount
in respectof a yearof incomeunderparagraphI 06Q(4)(c)(ii))

“Pre-workforceincome” is definedin new subsectionIO6QD(2) for thepurposesof
theformulaein newsubsectionIO6QD(l) to meanso muchof theamountof pre-
workforceincome(if any)derivedby thepersonin theyear of incomeas doesnot
exceedtheamountworkedoutusingtheformula:

Previousamount x Pre-workforceperiod
12

“Previousamount” is definedin newsubsection1O6QD(2)sothat it hasthesame
value, for thepurposesoftheexpression“pre-workforceincome”astheexpressions
“previousminimumprescribedamount”,“previousintermediateprescribedamount”
and “previousmaximumprescribedamount”havein relationto new paragraphs
IO6QD(l)(a), IO6QD(I)(b)and 1 O6QD(i)(c).

I

I
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Theapplicationofthe foregoingrulesis explainedin thefollowing example.

A studentceasesa designatedcourseof studyon a fill-time basison 1 January1995
and

cams$8000in theperiodFebruary- June 1995 and makesallowablegifts of
$45

deriveswageor salaryincomein theperiodAugust1994 - December1994 of
$600andincurs $25 allowableoutgoingsin earningthe income.

Assessableincome— $600
$8’000
$8,500

Less:AllowableDeductions $29
Taxableincome $8,530

HECSthreshold-

(a)$26,853/I2x 6months(from
IJanuaryl99Sto3OJune1995) $13,426

(new section IO6QD)

plus

(b) lesser of-

• pre-workforce income

$600 - $25~$575;or

(newsectionIO6QC(2))

• $2237 x 6 (balanceof annualthreshold)
—$13,426
(new section 1 O6QD)

$14001

As thestudent’staxableincomeof $8,530is less thanhis or her pro-rata1-LECS
thresholdof $14001,thestudentwill nothaveto makeHECSrepaymentsin the 1995
- 1996incometax year.

‘ Clause12(2)is an application provision which providesthat Division 2A appliesto
peoplewho ceaseto beengagedin a designatedcourseof studyon a fill-time basisat
an institutionon or after 1 January1995 in respectof assessmentsmadein respectof
the 1994-1995yearof incomeandall lateryearsofincome.
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PART 3- AMENDMENTS OF THE HIGHER EDUCATION FUNDENG
AMENDMENT ACT (No. 2)1992

Clause13 - Principal Act

Clause13 identifies theHigher Education.HrndingAmendmentAct (No. 2) 1992 as
the Principal Act for the purposes of Part 3

Clause 14 - Repeal of section I
Clause 15 - Amendment of section 5!

Clause 16 Amendment of section 53

Clause 17 - Amendment of section 57

Clause 18 - Repeal and Substitution of new section58

Clause 19 - Repeal and Substitution of new section 70

The amendments effected by these Clauses make technical changes to the amendments
to the HigherEducationFundingAct 1988madeby thePrincipal Act to correct minor
drafting anomalies, such as misdescriptionsof provisionsbeing amended.

PART4- AMENDMENTSOFTHE HIGHEREDUCATIONFUNDING
AMENDMENTACT 1994

Clause 20 - Principal Act

Clause 20 identifies the Higher EducationFundingAmendmentAct /994 as the
Principal Act for the purposesof Part4.

Clause 21 - Maximum grants

Clause 22 - Grants for superannuation purposes

Clause 23 - Grants to open learning organisations

Clause 24 - Exempt students

The amendments effected by these Clauses make technical changes to the amendments
to the HigherEducationFundingAct /988 made by the Principal Act to correct minor
drafting anomalies, such as misdescriptionsofprovisionsbeingamended.

I

Printed by Authority by the CommDnwealth Govemment Printer


