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SOCIAL SECURITYLEGISLATION AMENDMENT BILL (NO 2) 1993

OUTLINE AND FINANCIAL IMPACT STATEMENT

This Bill giveslegislativeeffectto some1992 and1993 Budgetinitiatives, a
Governmentelectioncommitmentannouncedprior to the 1993 FederalElectionandto
somepolicychanges.

I
Themeasures:

• Ensurethatboththe incometestfor familypayment(thatcomprisesbasic
family paymentandadditionalfamily payment)andthe parentalincometest
for job searchallowanceandsicknessallowancerecipientsor claimants
under18 takeaccountof certainemployerprovidedfringe benefits;

• Introducea seniorshealthcard;

• Ensurethatthe incothetestfor family paymenttakesaccountof foreign

income;

• Makeforeigncurrencyprovisionsin theSocial SecurityAct 1991 more

responsiveto marketexchangeratefluctuations;and

• Extendtheperiod for paymentof the advancepharmaceuticalallowance.

Themeasuresinvolvedin thisBill involve amendmentof theSocialSecurity Act 1991
(theAct), the SocialSecurityLegislationAmendmentAct (No 4)1991,theNational
HealthAct1953 andtheHearingServicesAct1991.

Thefinancialimplicationsof themeasuresin thisBill areindicatedbelow, afterabrief
summaryof eachmeasure.
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SOCIAL SECURITYLEGISLATION AMENDMENT BILL (NO 2)1993

Takingcertainemployerprovie/edfringebenefitsinto accountin theincometest
) for familypaymentandtheparentalincometestforjobsearchallowanceand

sicknessallowancerecipientsorclaimantsunder18

Takingforeignincomeinto accountin theincometestforfamilypayment

Thereis concemthatthe useof taxableincomealonemightnot beareliablebasis upon

) which to determineentitlementto certainsocialsecuritypayments.

TheSocialSecurityAct1991 will beamendedfrom 1 January1994sothat theincome
testfor familypayment(thatcomprisesbasicfamilypaymentandadditionalfamily
payment)andtheparentalincometestfor job searchallowanceandsicknessallowance
recipientsor claimantsunder18 take accountof certainemployerprovidedfringe
benefits. Thebenefitsthatwill beassessableareemployerprovidedmotorvehicles,
housing,loans,schoolfeesandprivatehealthinsurance.The valueof thebenefitsof a
personandtheperson’spartner,or parentasthecasemay be,will beaddedtogether
andanythingin excessof $1,000will be takeninto account.If thecombinedtotal is
lessthanthatamountit will beignored.

Estimatedsavingsfrom thismeasureare$l0.4min 1993-94and$31.7min 1994-95.

TheSocialSecurityAct1991 will alsobeamendedfrom 1 January1994so thatthe
incometestfor family paymenttakesforeign incomeinto account.

Familiesreceivingincomesupportpaymentswill not be affectedbecausetheyarenot
subjectto thefamilypaymentincometest. In anycase,recipientsof socialsecurity
pensionor benefit(or servicepension)shouldalreadyhavehadsuchincometakeninto
accountin calculatingtheir pensionor benefitrate.

Estimatedsavingsare$3.5min 1993-94and$7.Omin 1994-95.

IntroducingaSeniorsHealthCard

All recipientsof socialsecurityandservicepension,andin someothercases,other
socialsecuritypayments,areentitledto certainhealth-relatedCommonwealth
concessionssuchaspharmaceuticalandhearingaid concessions.

Peopleof agepensionageor peopleof ageservicepensionagewhoseincomelevels
arethesameasthoseof ageor ageservicepensionersmaynot qualify forhealth-
relatedconcessionsbecausethey arenotreceivingasocialsecurityor servicepension

for variousreasons.For example,theydo not meettheresidencyrequirementsor have
P too manyassets.



TheSocialSecurityAct 1991,theNationalHealthAct1953 andthe Hearing
ServicesAct1991 will be amendedfrom 1 July 1994 to givethesepeopleaccessto
pharmaceuticalandhearingaid concessionsby the introductionof aseniorshealth
card.

Estimatedoutlaysof this measureare$0.3min 1993-94and$58.7min 1994-95.

Makingforeign currencyprovisionsin theSocialSecurityAct1991 more
responsiveto marketexchangerates

Manysocialsecuritypensionersreceiveforeignincome. That incomemustbe
convenedto Australiandollarsto calculatetherateof Australianpensionpayable.

TheSocialSecurityAct1991 will be amendedto maketheforeigncurrency
provisionsmoreresponsiveto frequentor suddenmovementsin theexchangerates.
A newexchangerateforeachnominatedcurrencywill be seteverypensionpayday,
basedonthe marketexchangerateavailableatthe CommonwealthBankof Australia
on thepreviouspayday. If thereis no suchratefor thatpayday,for example,because
of anationalpublic holiday,therateusedwill bethe marketexchangeratethatapplied
on thelastworking dayimmediatelybeforethatpayday.

Estimatedadditionaladministrativeexpenditurecostsof thismeasureare$0.2min
1993-94and$O.2min 1994-95.

Thismeasurewill commenceon thedayof RoyalAssent

Extendingthe periodforpaymentof theadvancephannaceuticalallowance

TheSocialSecurityAct 1991 andthe SocialSecurityLegislationAmendmentAct
(No4) 1991 will beamendedfrom thedayof RoyalAssentto providethatadvance
pharmaceuticalallowancewill bepayableuntil 31 December1994.

Thismeasurehasnegligiblefmancialimplications.
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SOCIAL SECURITY LEGISLATION AMENDMENT BILL (NO 2)1993

PART 1- PRELIMINARY

Part I of the Bill setsout how the amendingBill is to be cited (clause1); that the
SocialSecurityAct1991 is refenedto in theamendingAct as the‘Principal Act’
(clause1); when thevarious Parts, Divisions and Sectionsof the amendingAct areto
commence(clause2) andwhencertainamendmentswill apply (clause3).
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PART 2- FRINGEBENEFITS

1. Summaryof oronosedthannes

This Partcontainsprovisionsthatwill makesurethatcertainemployerprovidedfringe
benefitsaretreatedasincomewhenapplying theincometestfor family payment(this
comprisesbothbasicandadditionalfamily payment)andtheparentalincometestfor
job searchandsicknessallowancerecipientsor claimantswhoareunder18.

2. Background

Somepeoplereceivebenefitsfrom theiremployersuchas acaror rent-freehousing.
Theseemployerprovidedfringe benefits(‘fringe benefits’) arenot subjectto incometax
becausethedefinitionof ‘taxableincome’ in the income TaxAssessmentAct1936
(iTAA) doesnot includethevalueof suchbenefits. Instead,theemployeris subjectto
fringe benefitstax. This isprovidedfor in theFringeBenefitsTaxAssessmentAct
1986(FBTAA).

Family payment,providedundertheSocialSecurityAct 1991 (the PrincipalAct), is
onlypayabletothosewhohaveadependentchild. To qualify for a familypaymenta
claimantmustpassanincometest At presenttheincometestfor familypaymentis
basedon ‘taxable income’ thatis definedto meanthe sameas in theITAA.
Accordingly, the incometestfor family paymentdoesnot takeaccountof employer
providedfringe benefits.This meansthatsomepeoplewhohaveahigh incomein real
termscan still passthe incometest.

Job searchallowance(JSA) andsicknessallowance(SA) for thoseunder18 (‘under
age’) aresubjectto an incometest For mostunderageJSA andSA recipientsthe
incometesttakesaccountof the incomeof therecipient’sparentor guardian(‘parent’).
This is calledthe‘parentalincometest’. Currently,the parentalincometestis also
basedon taxableincome. Accordingly,the valueof employerprovidedfringe benefits
is not takeninto account.Onceagain,a JSAor SA claimantwhoseparenthasahigh
incomein realtermscanstill qualify.

Thisproposalisdesignedto makesurethatweffarepaymentsare targetedtowards
peoplewhoaremostin need, It is alsoseenasunfair thatsomepeoplewhoreceive
incomein theform of fringe benefitscanqualify for payments(or allow their
dependentsto qualify),whilst others,whoreceivebenefitsin theform of wages,
cannot.

I
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This proposalmakessurethattheincometestfor family paymentandtheparental
incometestfor underageJSA andSA takesaccountof certainemployerprovided
fringe benefits(‘assessablebenefits’). The only assessablebenefitswill beemployer
providedmotorvehicles,housing,loans,schoolfeesandprivatehealthinsurance.
Further,only if thevalueof benefitsexceedsathresholdamount(‘free area’)will it be
takeninto account.Thevalueof all specifiedemployerprovidedfringe benefitsof the
personandhis/herpartner(if any)would beaddedtogether.If thecombinedtotal is
$1,000or lessit will be ignored. If the combinedtotal is morethan$1,000,thenonly
the amountinexcessof $1,000will be takeninto accountwhenthevariousincome
testsareapplied.

3. Clausesinvolvedinthechan2es

Clause 2(3): specifiesthe commencementdayas1 January1994.

Clause4; insertsanewsection lOA into thePrincipalAct thatcontainsthedefmitions
anddefinitionalprovisionsthatarenecessaryforoperationof the fringe benefits
incometestprovisions.

ClauseS:amendsBenefitRateCalculatorA in section1067 of thePrincipalAct to
maketheamendmentsnecessaryso thatthe fringe benefitsvalueof thepersonand
his/herpartnerthatexceedsthefreeareacan beaddedto the person’sincome.

Clause6: amendstheFamily PaymentRateCalculatorin section1069of the
PrincipalAct to maketheamendmentsnecessaryso thatthefringe benefitsvalueof the
personandhis/herpartnerthatexceedsthe freeareacan beaddedto the person’s
income.

Clause7: insertsanew Part3. 12A into thePrincipalAct thatsetsout the general
provisionsrelatingto the familypaymentincometestandtheparentalmeanstestfor
underageJSAandSA recipients.

Clause8: makesthe consequentialamendmentsnecessaryto the PrincipalAct so that
fringe benefitsareassessable.

4.ExDlanationof thechangç~

Clause4: insertsnewsectionIOA in the PrincipalActcontainingthefamilypayment
incometestandparentalmeanstestdefinitions anddefinitionalprovisions.Theseare
in broadtermssoasto preventevasion, Mostaremodelledon thosein the FBTAA.

Thelist of definitions

Thekeydefinitions arethoseof ‘arrangement’,‘assessablefringe benefit’,‘associate’,
‘car’, ‘censuspopulation’,‘currentemployee’,‘currentemployef,‘eligible urbanarea’,
‘employee?,‘employef,‘fringe benefit’,‘housingright,‘loan’, ‘unit of accommodation’,
‘urbancentre’and‘school’.
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‘Assessablefringe benefit’ meansafringe benefitthatis:

acarbenefitor

• aschoolfee benefit;or

• aprivatehealthinsurancebenefit;or

• aloanbenefit;or

• a housingbenefit,

andthatis notexempt

Thisis a keydefinitionbecauseonlythevalueofassessablefringebenefitswill be
takeninto accountfor thepurposesofthefamilypaymentincometestandthejob
searchandsicknessallowanceparentalincometests. Otheremployerprovidedfringe
benefitswill beignoredfor thispurpose.

‘Associate’hassamemeaningas in theFBTAA. ‘Arrangement’meansanyagreement,
arrangement,understanding,promiseor undertaking,expressor implied,whetheror
notenforceableor intendedto beenforceableby legalproceedingsandanyscheme,
plan,proposal,action,courseof actionor conduct,whetherunilateralor otherwise.

Thedefinitionsofassociateandarrangementaretheretopreventevasion. Theyare
intendedto stopeithertheemployeror employeeusingathird personor anylegal
mechanismsoasto createthe impressionthatafringebenefitwasnotprovidedbyan
employeror providedto theemployeewhenit was. Associateis notdefinedin detail
in thePrincipalActbutit hasthesamemeaningasin theFBTAA(with thenecessary
changesbeingmade).

‘Car’ meansamotorvehicle(ega truck, four wheeldrive, motorcar, stationwagon,
panelvan,utility truck) thatis aroadvehicledesignedto carry aloadof lessthan
1 tonneor fewerthanninepassengersbut not includingamotorcycleor avehicle
similar to amotorcycle.

Obviouslythis definition is central to theprovisionswhichallowemployerprovided
carfringebenefitsto betakeninto accountwhenapplyingtherelevantincometest.

‘Currentemployee’meanssomeonewhois anemployeewithin theordinarymeaningof
the word including someonewhoholdsorperformsdutiesof anappointment,office or
positionundertheCommonwealthConstitutionor alawof theCommonwealth,State
orTerritory, or someonewhois apublic servantfor the CommonwealthGovernment
ora Stateor TerritoryGovernment,includinga memberof the policeor defence
forcesor amemberof Parliament.

‘Currentemployer’ meanssomeonewhopaysof is liable to paysalaryor wagesto an
employee. This includestheCommonwealth,Stateor Territoryoranauthorityof
such.
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Thedefinitionsof currentemployeeandemployerapplyto all assessablebenefits.
Theyarewide in scope.It is not consideredappropriatethat publicsen’antsor office
holderssuchasthepolice,defenceforcesorpoliticiansshouldbetreatedany
djfferently thananyother employeesas regardstheapplication ofthefamily
paymentsincometestandjob searchandsicknessallowanceparentalincometest.
Thesedefinitionsreflectthis.

‘Censuspopulation’ in relation to anurbancentremeansthe censuscounton an actual
locationbasisaspublishedby theAustralianstatisticianon 30 June 1981in thereport
called ‘PersonsandDwellings in Local GovernmentAreasandUrbanCentres’.

‘Eligible urbanarea’meansan‘urbancentre’ in ZoneA or Zone B (asspecifiedin
schedule2 to the IncomeTaxAssessmentAct1936)with a censuspopulationof
28,000or more,or not locatedin ZoneA or B, but with apopulationof 14,000or
more.

‘Urban centre’is somewherecalledan ‘urbancentre’or ‘boundedlocality’ in the results
of the‘Censusof PopulationandHousing’takenby theAustralian Statisticianon
30 June 1981 andpublishedin theabovementionedreport

Thedefinitionsof~ensuspopulation’, ‘urban centre’and‘eligible urbanarea’are
neededwhenvaluinghousingbenefits.Basically, if a unit ofaccommodationis in a
‘~specialhousinglocation’ (remotearea) thenit is givenamorefavourabletreatment.
A ‘ipecial housinglocation’is eitheran ‘urban centre’ (town)in aparticularlocation
andofaparticularpopulationsize;or somewherethat is acertain distancefroman
~eligibleurbanarea’.

‘Fringe benefit’ meansabenefitprovidedto theemployee(or his/herassociate)by the
employer,anassociateof the employeror anarranger,in respectof the employmentof
theemployee.

Onceagain, thisis a keydefinition thatappliesto all assessablefringe benefits.
It makesclear that only(fa benefitisprovidedin respectoftheperson’semployment
wouldit beassessable.

‘Employer’ and‘employee’ aredefmedto includethepast,presentandfuture tense.

Thisis necessarybecausesomepeoplewill be askedto indicatewhetherthey will
receiveafringebenefitfrom theirfutureemployerat afuturetime. For example,a
familypaymentclaimantwho wishesto beassessedon thebasisofhisor her
estimatedfutureincome.

‘Housingright’ in relationto aperson,meansaleaseor licencegrantedto thepersonto
occupyor usea‘unit of accommodation’in sofarasthat leaseor licencesubsistsata
timewhenthe unit of accommodationis theperson’susualplaceof residence.

‘Unit of accommodation’includesahouse,flat, homeunit,caravanor othermobile
borne;or accommodationin a house,flat, homeunit, hotel,hostel,motel,guesthouse,
bunkhouseor any living quarters,ship,vessel,or floating structure.
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Onceagain, thesedefinitionsareneededwhenassessinghousingfringebenefits.
It limits assessmentto accommodationthatmeetsthedefinitionofunitof
accommodationandthatis theperson~ usualplaceofresidence.

‘Loan’ includesanadvanceof money,theprovisionof creditor anyotherform of
financialassistanceor accommodation;or thepaymentof anamountfor, on account
of, or attherequestof, theperson(whetherexpressor implied) to repaytheamount;
ora transaction(in whatevertermsor form) whichin substanceeffectsa loanof
money.

Thisdefinitionis centralto the assessmentofloanfringebenefits.Onceagain,it is
draftedin broadtermsto preventevasion.
‘School ‘ meansaschool,collegeor othereducationalinstitutionthat providesprimary

or secondaryeducation.

Thisdefinition is neededwhenassessingschoolfeefringebenefits.

Definitionalprovisions

New subsectionsIOA(3) to (13) aredefinitionalprovisions.

NewsubsectionIOA(3) isthe list of metropolitanareas. They arethecapitalcitiesof
Australia,that is: Adelaide,Brisbane,Canberra,Darwin,Hobart,Melbourne,Perthand
Sydney.

This list is necessarybecause,whenhousingbenefitsarevalued, a notional marketrent
is appliedthe rate of which depends on whether the house is in a metropolitan location
or not.

Newsection lOA(4) says that a unitof accommodationis in a non-metropolitan areaif
it is in Australia, is not in a metropolitanlocation andis not in a special housing
location.

Newsubsection IOA(5) says that a unit of accommodationis in a‘specialhousing
location’ if it is in Australia and:

• it is in an urban centre, situated in Zone A or B (as described in schedule 2 to the
IncomeTaxAssessmenjAcg1936)which has a census population of lessthan
28,000;or

• it is in an urbancentre,notsituated in ZoneA or B which has a census population
of less than 14,000; or

• it is 40 kilometres or more, by the shortest practical surfaceroute, from the centre
point of an eligible urban areawith a census population or lessthan 130,000; or
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it is 100 kilometresor more,by the shortestpracticalsurfaceroute, from thecentre
pointof an eligible urbanareawith acensuspopulationof morethan130,000.

New subsectionIOA(6) sayshowdistancebetweenthecentrepointof an eligible

urbanareaandanotherlocationis to bemeasured.Basically, it is by theshortest
practicalsurfaceroutebetweenthetestedlocationand:

the only point in thecentreof aeligible urbanareausuallyusedfor such
measurements;or

if more thanonepointin aneligible urbanareais usuallyusedfor such
measurements,thentheprincipalone.

New subsectionI OA(7) saysthat aunit of accommodationis a‘dwelling’ if it is a
building, or containedin abuilding, andis, in whole or substantialpart,residential
accommodation.

New subsection1OA(8) sayswhata stratumunit is. It is abuildingcontaininga
dwelling consistingof aflat or homeunit registeredassuchon the registerof titles of a
State or Territory.

New subsection1OA(9) basicallysayswhena loanis ahousingloan. It is ahousing
loanif it is madeto, or usedby, aperson(including jointly with his/herpartner)wholly
to:

buyaprescribedinterestinemptyland on whichadwellingwill bebuilt; or

buyaprescribedinterestin landandfinish buildingadwellingon theland; or

build or finish buildinga dwelling on landin which thepersonalreadyhasa

prescribedinterest;

buyaprescribedinterestin land on whichadwelling hasalreadybeenbuilt; or

buyaprescribedinterestin astratumtideunit in relationto adwelling; or

extendabuildingwhichis or containsadwelling on landin which thepersonhasa
prescribedinterest;or

• extendabuilding (containinga dwelling) whichis onland in whichthepersonhasa
prescribedinterestby addingaroomor partof aroom; or

extendastratumunit (containingadwelling) by addinga room or partof a room;

or

• repayaloanmadewholly to do anyof the above;

andatthe timeof making theloan thedwellingwas used,or wasproposedto be used,

asthe person’susualplaceof residence.
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Thelastrequirement(that thedwellingbe usedor proposedto beusedas theperson’s
usualplaceof residence)meansthatinvestmentpropertieswouldbe subjectto the
highernotionalrate.

Newsubsections1OA(10)to 1OA(14) saywhata‘prescribedinterest’is. 4
NewsubsectionIOA(10) saysthatfreeholdinterestin landor astratumunit is a
prescribedinterest.

New subsection1OA(1 1) saysthata leaseholdinterestis aprescribedinterestif:

• thepersonhador hasaleaseor licencein landor astratumunit; and

• the Secretaryissatisfiedthatit gives‘reasonablesecurityof tenure’ for 10 yearsor
more(continuouslyor in aggregation).

Newsubsections1OA(12)and(13) dealwith ‘instalmentcontracts’to buyor lease
property. Theysaythatapersonhasaprescribedinterestif theperson:

• acquires(holdsor held)afreeholdor leaseholdinterestin land or a stratumunit
underanagreement;and

• theagreementprovides(or provided)for thepaymentof the purchaseprice (or
part thereof)to be madeata future lime or by instalment;and

• in the caseof leaseholds,theSecretaryis satisfiedthattheleasewill give
reasonablesecurityof tenureto thelesseefor aperiod of 10 yearsor more
(continuouslyor in aggregate).

New subsectionIOA(l4) simplydealswith the situationof morethanoneperson
having oneof the abovementionedinterests.It makessurethatapersonis takento
haveaprescribedinterestif s/hebuysor leasesland or a stratumunit alongwith
another.

ClauseS:amendsBenefitRateCalculatorA in section1067 of the PrincipalAct so
that areferenceto ‘income’ in that sectionincludestheperson’sfringe benefit value.
Thiswill ensurethatwhentheparentalmeanstestis appliedto theparentof ajob
searchallowanceor sicknessallowanceclaimantthenthevalueof assessablefringe
benefitsare takeninto account.

Clause5: amendsBenefitRateCalculatorA to dothe following:

Clause5(a): amendsthe currentmethodstatementto adda numberof steps.
Basically,thenew stepsareintendedto makesurethatthe valueof theperson’sfringe
benefits(includingcertainfringe benefitsprovidedby an employerof theperson’s
partner) thatexceedsthefree areais addedto otherincome.

Clause5(b): simply renumberssteps9-11 in themethodstatement
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Clause5(c)addsanoteto theendof point 1067-01. This makesclear thatnot all
fringe benefitswouldbeassessable.Only thevalueof ‘assessablefringe benefits’would
betakeninto account.

Clause5(d):makessurethat:

if thepersonis theonly meanstestparentthensumof the valueof all the
assessablefringe benefitsprovidedto thepersonin thetax yearis addedto other
income(point 1067-014A);

if thepersonhasapartnerthen,whetheror not thatpartneris ameanstestparent,
thevalueof all assessablefringe benefitsprovidedin thetax yearto eitherpersonis
addedtogetherandthetotal is takeninto accountin applyingtheparentalincome
test (points l067-G14BandG14C);

theparentalfringe benefitsvaluefreeareais $1,000. Thismeansthatif the means
testparentis single, s/hehasa$1,000freearea,andif s/hehasapartner,their
combinedfreeareais still only $1,000(point 1067-0141));

theperson’s‘adjustedfringe benefitvalue’ is the differencebetweenthe fringe
benefitsvalueof thepersonandhis/herpartnerandthe free area
(point 1067-014E);

if the combinedvaluedoesnot exceedthefreeareathenit is givena nil value.
This stopsapersonfromgettinga notionalloss andsayingthatit can beoffs~t
againstotherincome(point 1067-C)14F).

Clause6: amendstheFamily PaymentRateCalculatorin section 1069of the
PrincipalAct toachievethe following:

Clauses6(a)and(b): substitutenew steps4 and9 into the methodstatementin
section1069-Al of the PrincipalAct so thatSubmodules3 and4 areappliedwhen
workingout theperson’sfamily paymentrate.

Clause6(c) and(d): areconsequentialamendmentsthatomit theword ‘taxable’ from
theheadingto ModuleH, andpoint 1069-H1 andtell thereaderto useSubmodules3
and4 in applyingthe incometest.

Clause6(e): is an importantprovisionthattells thereaderthat,for thepurposesof
the familypaymentincometest, theperson’sfringe benefitvaluefor atax yearincludes
the sumof the valueof all assessablefringe benefitsreceivedby thepersonandhis/her
partnerfor the tax year.

Clauses6(f) to (s): areconsequentialamendmentsthatomit theword ‘taxable’ from a
numberof provisionsandmakesurethat‘income’ includesfringe benefitsvaluesin
others. This is necessarybecausethe‘taxable income’ would not include thevalueof
fringe benefitsunlesstheseamendmentswere made. Following theseamendmentsthe
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incometestwill no longerbe basedon taxableincomealonebut will include thevalue
of assessablefringe benefits.
Clause6(t): will do two things:

First,clause6(t) will substitutenew Submodules3 and4 forexistingSubmodules3, 4 4
and 5 of Module H.

NewSubmodule3 will beheadedFamily Paymentincometest’. New Submodule4
will beheaded‘Addieionalfamilypayment:effectoffarnilypaymentincometest’.

Submodules3 and4 will substitutetwo new methodstatements.In substance,the
newmethodstatementsarebasicallythe sameasthe provisionstheyreplaceexcept
thatthe new provisionsaresimpler andthereis a separatestatementfor eachpayment
type. However,theimportantchangeis thatreferencesto ‘taxableincome’ are
replacedby referencesto ‘income’ so thatthevalueof assessablefringe benefitsare
included.

The methodstatementsfor familypaymentwill makesurethatthe amountof the
person’sfringe benefitsvaluewhichexceedsthe ‘free area’(points 10694123andH28)
is addedto theperson’staxableincomewhenapplyingtheincometestfor bothbasic
family paymentandadditionalfamily payment.This is achievedparticularlyby steps3,
4, 5 and6 of the methodstatementsin Submoclules3 and4.

Thereareprovisionssayingthattheperson’sfringe benefitsvalueis the amountwhich
exceedsthe person’sfree area(points 1069-H24and1129),andthatanyunusedfree
areais given anil valueandthereforecannotbeoffset againstother income
(points1069-H25andH30).

Theamountof additional familypaymentis thenreducedattherateof 50 centsfor
everydollar of excessincomeasatpresent(points 1069-H33and1134).

Clause7: insertsnewpart3. 12A which setsout thegeneralprovisionsrelatingto both
thefamily paymentincometestandtheparentalmeanstest

Division 1 - Purposeof Part

Division 1 setsout thepurposeof Part3.12A whichis to tell thereaderwhich benefits
areassessableandhowto valuethemfor thepurposesof thefamily paymentand
parentalincometests(newsection 1 l57A).

Newsubsection1 157B makesclearthatbenefitsreceivedoutsideAustraliaarealso
assessable.
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Division2 - Benefitsthat maybeassessablefringe benefits

Division 2 setsout thegeneralprovisionsforassessingfringe benefits.Onceagain,the
assessable fringe benefits are:

carbenefits;

schoolfeebenefits;

privatehealthinsurancebenefits;

a loanbenefits;and

housingbenefits.

Carbenefits

New section1. 157Cdealswith carbenefits. NewsubsectionI 157C(l) setsout whena
person is taken to have a car benefit An employee is takenhaveacarfringe benefit
whenan employer(‘provider’) makesacaravailableto anemployeefor privateuse
(whetheror notthe employeeactuallyusesthecarat aparticulartime) in respectof
theemploymentof theemployee.

Thisprovisionis draftedto preventevasionsothatproviderandemployeealso
includesan associateof either. A largenumberof thefollowing provisionsaredrafted
in the sameway. This is repeatedin manyprovisionsandtheyshouldbereadwith this
inmind.

Newsubsection1 157C(2)saysthatanemployeeis takentohaveacaravailable for

privateuse when the employer has a car andit is garagedorkeptator nearaplaceof
residenceof theemployee.

Newsubsection1 l57C(3) saysthatif acaris held by anemployerbut not atthe
employer’s business premises,andtheemployeeis eitherentitledto usethecar
privately,or the employeeis notpreforrningdutiesbut hascustodyor control of the
car,thenthecaristakento availableforprivateuseby theemployee.

NewsubsectionI l57C(4) saysthats 1 157C(3)still appliesif thereis aprohibitionon
privateuseof the carbut it is not consistentlyenforced.

Newsubsection1 157C(5)dealswith acarthatis let on hirepurchase and says that it is
takento be ownedby the personfrom thedaythecarwas hired.

Newsubsection1 157C(6)saysthatataxi let on hire to theprovider isnot acar,nor is
acarthat is let continuouslyor underanagreementfor intermittentuseon an hourly,
daily, weeklyor othershort-termbasis.
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Newsubsection1 157C(7)saysthatparagraphI 157C(6)(b)doesnot apply if thecar
hasbeen,or can reasonablybeexpectedto be,on hire undersuccessiveagreementsof
akind resultingin ‘substantialcontinuityof hiring of thecar’.

Exemptcar benefits

Newsection11571)sayswhichcar benefitsareexempt

NewsubsectionI 157D(1) saysthatabenefitis exemptunlesssection 1 157Csaysthat
it is not.

Newsubsection1 157D(2) saysthat if a taxi, panelvan, utility truckor otherroad
vehicledesignedto carryaloadof lessthan I tonne(otherthanavehicledesignedfor
carryingpassengers)isprovidedin respectof employment,andtheonly privateuseby
theemployeeis eitherfor work relatedtravelor minor, infrequentor irregular,thenit
is exempt

New subsectionI 157D(3)saysthatacaris exemptfor thetime it is left unregistered.

Schoolbenefits

Newsubsection115Thcontainsthegeneralprovisionsrelatingto schoolbenefits.

NewsubsectionsI 157E(I)and(2) saythat aperson(‘recipient’) is takento havebeen
providedwith aschoolbenefitif an amountis paidto thepersonor is paidinsteadto
the schoolandtheamountis for:

• feesfor tuition (ataprimaryor secondarylevel); or

• booksorequipmentin relationto that tuition;

andthetuition, booksor equipmentareprovidedto:

• adependentchild of therecipientor therecipient’spartner;or

• apersonwhowouldbe adependentchild of therecipientor therecipientspartner
if the personwasnot receivingajobsearchallowanceor sicknessallowance.

Newsubsection1 157E(3)saysthatcertainboardingfeescanbe countedasa school
feefringe benefit

Health insurancebenefits

New subsection1 lS7Fdealswith paymentsof privatehealthinsurance.

New subsectionsI l57F(1)and(2) saythataperson(‘recipient’) has a healthinsurance
benefitif anamount is paidto the recipient or the fund for the cost of health insurance
andtheinsurancecovers:
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the recipient; or

the recipients partner; or

the dependent child of the recipient or the recipient’s partner;or

a person who would be a dependent child of the recipient or recipients partnerif

the person was not receivingajob searchor sicknessallowance.

Loanbenefits

Newsection 11570 deals with loan fringe benefits. Newsubsection 11570(1) says
that whensomeone(‘provider’) makesa loanto another(‘recipient’) thentheloanis a
loanbenefit.

Newsubsection11570(2)dealswith late paymentof debts. It saysthatif someone
(‘debtor’) is supposedto payanamount(‘principal’) to another(‘creditor’) andthe
amountis notpaidwhenit shouldbe, thenthedebtoris takento havea loanfrom the
time it shouldbepaidandtheamountof theloan is the amountunpaid. The interest
rateon thatloan is eithertheamountspecifiedundertheloanagreementor nil.

New subsection11570(3)saysthataloanis adeferredinterestloanif therateof
interestpayableon theloanexceedsnil.

Newsubsection11570(4)sayswhensomethingis not a‘deferredinterestloan’. It is
not adeferredinterestloan if:

thewholeof theintereston the loanisdueforpaymentwithin 6 monthsafter the
loan is made;or

the interestis payableby instalments,theintervalbetweeninstalmentsdoesnot
exceed6 monthsandthe first instalmentis payablewithin 6monthsafter theloanis
made.

Newsubsection11570(5)saysthatif a person(‘provider’) makesadeferredinterest
loan to another (‘recipient) then:

• the provider is deemed to havemadealoan to therecipientstarting6 months after
the daywhentheloanwasmadeandeachsubsequentperiod of 6 months;

• the amount of the loan is the difference between the accrued interest on the loan
and the amountof interest (if any) paid before the end of the period.

If any partof the accrued interestbecomespayableor is paidafter thetimewhenthe
deemedloanistakento havebeenmade,thedeemedLoan is reducedaccordinglyand
thedeemedloanis takento havebeenmadeatanil rateof interest.
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New subsection11570(6)saysthatparagraph1 157G(5)(a)only appliesif the recipient
is underanobligationduringthe wholeperiod torepaythewholeor partof the
principal loan.

Newsubsection11570(7)saysthatif no interestis payablein respectof the loan,anil 4
rateof interestis payable.

Exemptloanbenefits

Newsection115711sayswhichloanbenefitsareexempt. Newsubsectionii 57H(1)
basicallysaysthataloanmadeby afinancial institutionunderawritten agreementata
fixedmarketrate of interestisexempt This makesclearthat only ‘low interest’ loans
wouldbe assessable.

New subsection115711(2)saythatif aloan is madeby afinancialinstitutionandthe
interestrateis variable but it doesnot varybelowthe marketrate of interestfor the
samekind of loan,thenit is exempt

Newsubsection115711(3)saysthatloansmadein respectof employmentfor the ‘sole
purpose’of meetingemployment related expensesareexempt,providedthe amountof
theloandoesnot substantiallyexceedthe amountit would bereasonableto spendon
work relatedexpensesandthereis amechanismby whichtheemployeeis requiredto
paybackthe moneynot spenton work expensesat 6monthintervals.

New subsection115711(4)dealswith certainloans madein respect of employment for
certainaccommodationexpensessuchasrental bondor a securitydepositfor
electricity,gasor telephone.Suchloanswould beexemptprovidedtheymustbe
repaidwithin 12 monthsfrom thedaytheloanis made.

Housingbenefits

Newsection11571saysthatapersonhasahousingbenefitwhena‘housing rightis

grantedto aperson.
Exempthousingbenefits- live-in residentialcareworkers

Newsection1 157Jsaysthatcertainlive in residentialcareworkersareexempt

Basicallyaresidentialcareworker is someonewhosejob iscaring for matureor
disadvantagedpersons.If thecareworkerisemployedeitherby agovernmentbody,
religiousinstitution or non-profitcompanywhichprovidescarefor thosepeople,and
theworkerlivesin ‘residentialpremises’providedby his/heremployerbecauseit is
necessaryto do so to carefor thosepeople,thenthebenefitmay beexempt.

Residentialpremisesis definedto meanahouseor hostelused‘exclusively’ to provide
accommodationfor matureor disadvantagedpersons.
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Division 3 - Valueofcarfringe benefits

Methodof valuingcarfringebenefits

New subsection1157Ksayshowto valueacarfringe benefit It’s valuewould be
workedout in accordancewith section1 l57L unlesstheMinister for SocialSecurity
makesa determinationundersection 1157M to useanalternativevaluationmethod.

Value of car fringebenefit

New subsectionI 157L(l) setsout themethodstatementfor working out the valueof

acarbenefit New subsection1 l57L(2) thensetsout the table.

Basically,thereare threepartsto thetable (PartsA, B andC) thatsayswhatthe
benefitvalueof acarwill befor the year. A differentpartof thetablewouldbe used
dependingon theenginesizeof thecar. Eachpartof the table would thenproducea
differentdoilarvaluedependingon two factors,theageof the carandthenumberof
completemonthsin therelevanttax yearthecarwasavailablefor theperson’suse.

Thetable assumesall employeesmakeacontributiontowardsrunning costsof acar
andincorporatesastandardvaluefor this. Consequently,thereis no needfor a client
to substantiateandclaimcontributions.

if the person’sincomeis basedon thecurrenttax year,the personcouldestimatehow
manymonthsof the tax yearthecarwill beavailablefor use. If the personhador will
havemorethanonecarin thetax year, thetablecouldbe usedto producetwo
differentfigureswhichwould be addedtogetherto givethe totalvalueof theperson’s
carbenefit for the relevanttax year.

Thereis onemethodstatementwhichappliesto all threetables. It hasthreesteps.
StepsI and2 simply take thereaderto thecorrectpartandrow of thetabledepending
on theageandenginesizeof the car. A calculation is then made of the number of
completemonthsin therelevantyearthecarwasavailablefor theperson’suse.
The personthengoesto the columnof the tablethatcorrespondsto thecorrect
numberof months, Thedollar figurefound thererepresentsthevalueof thecar
fringe benefit(step3).

New subsectionI 157L(3) makesspecialprovisionfor membersof acouple.

Basically,theposition is this: if apersonis receivingacarbenefitandhasapartner
whois not receivingacarbenefit, thenthewhole valueof thecar benefitis attributable
to the person.If bothare receivingacarbenefit,butit is not the samecar, thevalueof
eachperson’sbenefitwouldbeconsideredseparately.The whole valueof thebenefit
receivedby eachpersonis countedagainstthatperson.
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Finally, thereisthepossibility thatthe samecarbenefitmaybe sharedby acouple,
For exampletwo peoplewho arejoint managersof ahotel areprovidedwithacar.
New subsection1 157L(3) dealswith this. If so, thevalueof thebenefitwouldbe
dividedequally. 50% of thejoint valuewouldbeattributedto eachperson. Thisstops
the Secretaryfrom doublecountingthe benefitvalue. 4
Minister may determinealternativemethodof valuingcarfringebenefits

Newsection 1 157M saysthatthe Minister for SocialSecuritycandecideto use
anothervaluationmechanisminstead.This must be a disallowable instrumentunder
section46Aof theActsInterpretationAct1901. This meansthatParliamentcan
decideto overridethe Ministefsdecisionto useanothermethodby not passingthe
instrumentinto law. If Parliamentagreesto theinstrument,it mustbe notified in the
Gazetteand wouldhaveeffect from theday of notification. It wouldceaseto operate
after6 monthsif notrevokedbefore then.

Thiswould allow theMinister to updatecarbenefitvaluesquickly whenmarket
circumstancesdictatethatvaluesdifferentthanthosespecifiedin thelegislationshould
be used.

Division 4- Valueofschoolfeebenefits

Value of schoolfee fringe benefits

New subsection1 l57N sayshowto valueaschoolfee fringe benefit. Its valueis the
amountof the schoolfeesprovided. In otherwords,schoolfeesarecountedon a
dollar fordollarbasis.

DivisionS - Value ofhealth insurancefringe benefits

Value of healthinsurancefringebenefits

Newsubsection11570sayshowto valueahealthinsurancebenefit. Its valueis the
amountof the healthinsurancebenefitprovided.In otherwords,healthinsurance
benefitsarecountedon adollar fordollarbasis.

Division 6 - Value ofloan fringe benefits

Methodof valuingloanfringe benefits

Newsubsection1 l57Psayshow thevalueof a loanfringe benefitis to beworkedout.
It is workedout in accordancewith themethodstatementin newsubsection1 157Q
unlesstheMinister for SocialSecuritydecidesundernew section 1 157Rto use
anothermethod.
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Value of loan fringe benefit

Newsubsection1 157Q(I) setsoutthe methodstatement.Basically, loansarevalued
asfollows. They aredivided into two types,housingandnon-housing(step 1). The
legislationthensetsa ‘notional rate’ of interestforeachtypeof loan foreachtax year.
For thetax yearending30 June 1993 it wouldbe 10% for housingloansand13.5%
forotherloans(s I l57Q(2fl, For the tax yearending30 June1994 - 6.95%for
housingloansand11.75%for otherloans(s 1157Q(3)). For any subsequenttax year
it wouldbe 6.95%for housingloansand 11.75%for otherloans(s1157Q(4)).
A comparisonis thenmadebetweentheactualrateof interestchargedin respectof the
loanon 1 July in the appropriatetax yearandthe notionalrateapplicableto thattype
of loan(steps2 and3).

If the actualrateexceedsthenotionalrate, thenamarketrateof interestis being
chargedandthe loanis valuedatnil (steps4 and5). Giving the loana nil valuemeans
nothingwould be addedto the person’sincomefor thatloanandstopsapersonfrom
gettinganotional loss whichcan beoffsetagainstotherincome.

If theactualrateis lessthanthe notionalrate,thenthepersonis enjoyingabenefit,and
the actualrateis deductedfrom thenotional rateto producetheapplicablerateof
interest(step6).

Theamountof the loanoutstandingis thenascertained(step7) andthisamountis
multipliedby theapplicablerateto getthe interim valueof theloan(step8).
Theinterimvalueis thenmultiplied by thenumberof completeweeksin therelevant
tax yearthepersonhad(orwill have)theloan (steps8-10). This gives thevalueof
theloanfringe benefit(step11).

New subsectionll57Q(5) sayshowto work out whattheactualrateof interestis in
certaincircumstances.Thisdealswith caseswheresomeonetakesout abànhalf way
throughayear. If the personhadthe loanatthe beginningof the year,theactualrate
is thatapplyingon 1 July in the tax year. Otherwiseit is theratepayablewhentheloan
starts.

New subsectionII57Q(6) alsodealswith loansreceivedpartway throughthe year.
It saysthat, if theloandid not starton 1 July, the outstandingamountof the loanis the
amountoutstandingon theday theloanstarts.

Newsubsection1I57Q(7)dealswith theproblemreferredto earlier of acouple
sharingthe samebenefit. An examplecouldbe whereacouple,who workfor the
sameemployer,areprovidedwith a loanto buyahouseandtheloan is takenout
jointly. Onceagain,the valueof thebenefitwouldbedivided equallyto prevent
doublecounting.
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Ministermaydeterminealternativemethodof valuingloanfringebenefits

Newsubsection I lS7R gives the Minister for Social Securitythepowerto specifya

new valuation method by way of disallowable instrument
This would allow the Minister to update loan benefit values quickly when market
circumstances dictate that values different than those specified in the legislation should
be used.

Division 7- Valueofhousingfringebenefits

Methodof valuinghousingfringebenefits

NewsubsectionI I57Ssayshowto valueahousingbenefit. It is to be workedout in
accordancewith new subsectionb 157TunlesstheMinisterfor SocialSecuritymakesa
determinationundernewsubsection1 l57U thatanothervaluationmechanismis to be
used.

Valueof housingfringe benefit

Newsubsection 11 57T(l) contains the method statement for using the table in new
subsection1 l57T(2).

Themethodstatementcontainssix steps. Step1 simplytells thereaderwhichrow of
the table to go to depending on the location of the unit of accommodation. If a unit is
in Australia thenit couldbeeitherin ametropolitan,non-metropolitanor special
housing location. There is a separate weekly market rent for houses outside Australia.
Step2 sayswhichcobumnto go to dependingon the typeof unit andto obtain the
dollar figure therecalledtheweeklymarketrent. Thetypeof unit dependson the
numberof bedroomsit has.

The weeklymarketrentfigure is thenmultiplied by the numberof completeweeksin
the appropriatetaxyearthat theunit of accommodationwasor will be availableto the
person. This is called theprovisionalvalueof the housingbenefit(steps3 and4).
Finally, the total of therentpaidby thepersonduring theyearis calculatedand
deductedfrom theprovisionalvaluetogive thevalueof thehousingfringebenefit
(steps5andó).

A person’scontributiontowardsrentwould bedeductibleon adollar fordollarbasis.
Thereis no maximumlimit. However,if by anychancetheperson’scontributions
exceededtheprovisionalvalueof the benefit,anynominal bosscannotbeoffset against
housingor anyother fringe benefits. Rentconthbutionswouldonly bedeductibleif
thepersonsatisfiesthe Secretarythatthe amountwas contributedandthatit was a
contributiontowardsrent. This meansthatthepersonmust producewritten evidence
of the amountcontributedif calledon to do so. Othertypesof contributionto, or
expenditureon,housingwouldnot be deductible.
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Newsubsections1 157T(3)andI IS7T(4)dealwith the problem(discussedearlierin
thecontextof car andloanbenefits)of a membersof acouplereceivingahousing
benefit Theyalsodealwith joint contributionsto rent

NewsubsectionI 157T(3)appliesto singlepeopleandcouples. It saythatif a person
is single, thentheallowablerentcontributionis the amountthe personspenton rent
If the person is a member of a couple then the allowable contribution is the amount
spentby thepersonandhis/herpartneron rent. This stops double counting of the rent
contribution.

Newsubsection1 157T(4)effectivelysaysthatif acouplesharethe same unit of
accommodation,thenin workingout thefringe benefitvaluein respectof each
person,youattributehalf of thetotal rentvalueandrentconiributionto eachparty.
This stopsthecouplefrom doublecountingtheirrentcontribution. It alsostopsthe
Secretarytreatingthecoupleunfairly by doublecountingthehousingbenefit

Ministermaydeterminealternativemethodof valuinghousingfringebenefits

New subsection1157Ugives theMinister for SocialSecurityapower to determine
thatanothermethodof valuationbe used. Onceagain,this would beadisallowable
instniment

Thiswouldallow the Ministertoupdatehousingbenefitvaluesquickly whenmarket
circumstancesdictatethatvaluesdifferentthanthosespecifiedin thelegislationshould
be used.

Division 8- Foreign currency rates

If someone is outsideAustraliaandis providedwith an assessablebenefit,thiswill still
be counted. In manycases the benefit will be provided in a foreign currency.
For example, a diplomat postedto the USAwho is provided with private health
insurance in Americandollars. Division 8 says how to take that money into account

Newsubsection 1 157V(l) says that if it is necessaryto work out an amount or value
andit is expressed in aforeigncurrency,thenyou usethemarketexchangeratefor
1 July in the appropriate tax year.

Newsubsection I 157V(2) says that if there is no exchange rate on that day (eg a
national public holiday) the rate to be used is the rate applicable on the last working
day immediately beforethatday.

Newsubsection 1 157V(3)saysthat themarketexchange rate for a foreign currency is
theon-demandairmail buying rate for that currency available at the Commonwealth
Bankof Australia.

Clause8: saysthatthe consequentialamendmentsaresetout in theSchedule.
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S.Commencement

Thesechangeswill commenceon I January1994.
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PARTS-SENIORSHEALTH CARD

1. Summaryof theJifoDosedchanQes

ThisPartprovidesthelegislativebasiswithin the PrincipalAct for theseniorshealth
cardthatwill givelow incomenon-pensioner/beneficiaryretireesaccessto certain
health-relatedCommonwealthconcessions.It alsoproposesamendmentsto the
NationalHealthAct1953 andtheHearingServicesAct 1991 thatwill enablethese
peopleto haveaccessto concessionalpharmaceuticalbenefitsandhearingaid
concessions.

2. Backeround

All recipientsof socialsecurityandservicepensionand,in somecases,othersocial
securitypaymentsareentitledto pharmaceuticalandhearingaid concessionsunder
provisionsin theNationalHealthAct1953,theHealthInsuranceAct1973andthe
HearingServicesAct 1991. Theadministrativemechanismsenablingthisaccessare
the various“Health Cards”, includingthe PensionerHealth Benefitcard(to becomethe
PensionerConcessioncard),theHealthBenefitcardandthe HealthCarecard.
Thecardsmayalsoprovideaccessto othernon-healthrelatedconcessionsbut these
arenot of concernhere.

Peopleof agepensionageor peopleof ageservicepensionagewhoseincomelevels
arethe sameasthoseof ageor ageservicepensionersmaynot qualify for health-
relatedconcessionsbecausetheyarenotreceivingapensionas aconsequenceof:

failingcertainqualificationor payabiityconditionssuchas theassetstestor
pensionresidentialrequirements(eg 10 yearsqualifying residenceforagepension);
or

their reluctanceto claimapension,thevalueof which would berelatively
insignificant,eg$67.60a year($2.60a fortnight).

This initiative is estimatedto assistabout200,000non-pensionerretirees.

3~Clausesinvolved in thechanges

Clause2(5): specifiesthecommencementdateas 1 July 1994.

Clause9: insertsanewsection6A into thePrincipalAct (seniorshealthcard
definitions).

Clause10; amendsthedefinitions of ‘recipientnotificationnotice and“recipient
statementnotice’ in subsection23(1)of thePrincipalAct.
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Clause11: insertsanewChapter2A into the PrincipalAct (BenefitsandConcessions
other thanPayments)thatcomprisesa newPart2A. I to dealwith theseniorshealth
card.

Clause12: insertsa new Part3.9into the PrincipalAct (seniorshealthcardordinary
incometestcalculator).

Clause13: amendssection1190of the PrincipalAct (indexedandadjustedamounts
table).

Clause14: insertsnewsection 1206Cinto thePrincipalAct (adjustmentof seniors
healthcardthresholds).

Clause15: amendssection1239of thePrincipalAct (Secretarymayreview
decisions).

Clause16: amendssection1240of thePrincipalAct (applicationfor review).

Clause17: amendssection84 of theNationalHealthAct1953 (definitionsof
“concessionalbeneficiary”and“dependant”).

Clause18: amendssection5 of theHearingServicesAct1991 (definition of
“prescribedperson”).

4. Exulanationof the changes

Clause9 will insertanewsection6A into thePrincipalAct to definethe term “holder
of aseniorshealthcard”. A personwill beaholder of a seniorshealthcardif a
determinationis in force thatthe personis entitledto acard. Suchadetermination
wouldbemadeundernew section 106IZI or 1061ZT (seeclause11). Basically,a
personwill needto be qualifiedfor aseniorshealthcardto becomeentitled to be a
holderof acard.

Clause10 will amendthedefinitionsof “recipientnotification notice”and“recipient
statementnotice” in subsection23(1)of thePrincipalAct. At the moment,thoseterms
are theshorthandnamesfor provisionsrequiringrecipientsof certainsocialsecurity
paymentstoprovidethe Departmentof SocialSecuritywith informationthatmight
affect theirpayments.Theamendmentsto thedefinitions,togetherwith newsections
1061ZK and 106IZL (seeclause11)will imposesimilar obligationson seniorshealth
cardholdersin sofar astheneedto provideinformationthatmightaffect their
qualificationfor thecardsis concerned.

Clause11 will inserta newChapter2A into thePrincipalAct whichwill dealwith
benefitsandconcessionsotherthansocialsecuritypayments.It alsoinserts
new Part2A. I whichwill providethe legislativebasisfor theseniorshealthcard
includingdetailsabout:
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qualifying for thecard(newsection 106lZA);

entitlementto be aholderofa card(new section1O6IZB);

claiming the card(newsections106IZC to 1061ZG);

determiningentitlementto thecard(new sections1061ZH to 1061ZI);

notification obligationsof a cardholder(newsections1061ZK and 106IZL); and

continuingeffectof adeterminationregardingentitlementto a card and varying or
terminatingsuchadetermination (new sections lO6lZM to 106 1ZV).

The conditions to be satisfied in orderfor a personto qualify for a seniors health card
are set out in new section 106 1ZA. Newsubsection 106 1ZA(1) dealswith a person
who might otherwise qualify for an age pension and new subsection 106 IZA(2) with a
person who might otherwise be eligible for an age service pension. In summary, to be
qualified for the card, a person:

must be either:

- of age pension age (ie 60 for a woman or 65 for a man); or

- of up to 5 years less than age pension age (ie 55 to 60 for a woman or
60 to 65 for a man), eligible for an age service pension, or would be if the
personhadbeenanAustralianresident(in accordancewith section50 of
the Veterans’EntitlementsAct 198t’I) continuouslyfor 10 years;and

mustbean Australianresident(in accordancewith the term “Australianresident”
as definedin thePrincipalAct or the Veterans’EntitlementsAct1986 asthe case
maybe);and

mustbein Australia;and

must satisfytheseniorshealthcardordinaryincometest, and

mustnot bereceivinga socialsecuritypensionor benefit or aservicepension.
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Notes1 and2 to new subsection1061ZA(1) signpostthedefinitionsof theterms
“Ausiralianresident”and“seniorshealthcardordinaryincome test”. Note I to
newsubsection106IZA(2) alsosignpoststhedefinitionof “seniorshealthcard
ordinaryincometest”. Note 2 to thatnew subsectioninformsareaderof the provision
of the Veterans’EntitlementsAct1986 thatdealswith eligibility for anageservice 4
pension.

Newsection106IZB requiresa person to be a “holder of a seniors health card” in
addition to being qualified for it in order to attract the various benefits and concessions
relatingto thecardholder’shealth. Note I to thesectionexplainshowa person
becomesa “holderof a seniorshealthcard” andsignpoststhedefinitionof that term.
Note2 indicatesthatconcessionalpharmaceuticalbenefitsareavailableto the
cardholderunderthe NationalHealthAct1953 asarehearingaid concessionsunder
theHearingServicesAct1991.

To be grantedaseniorshealthcard,apersonmustmakeaproperclaimfor it
(newsubsection106IZC(1)). If aclaim is not grantedbecausethepersonwasnot
qualified for it at thetime it is made,thentheclaim is takennot to havebeenmade
(newsubsection1061ZC(2)). Thefollowingcriteriawill makeaclaim fora seniors
healthcarda properclaimfor thatcard:

• it mustbein writing andin aform approvedby theSecretaryto the Departmentof
SocialSecurity(newsection106IZD);

• it mustbe lodgedataplaceor with aperson(in Australia)approvedby the
Secretaryand(newsection1061ZE);

• thepersonmustbean Australianresidentandin Australiawhenlodgingtheclaim
(newsection106IZF).

If aclaimantor apersonrepresentingaclaimantfor a seniorshealthcardseeksto
withdrawaclaim for aseniorshealthcardbeforeit hasbeendetermined,thentheclaim
will be takento havenot beenmade(newsection 106IZG).

TheSecretaryis to determineaclaim for a seniors health card (new section 106 IZH).
If theSecretaryissatisfiedthattheclaimantisqualifiedthenthe Secretarymust
determinethattheclaimantisentitled to thecard(newsection 106lZI). Generally,the
dateof effectof adeterminationaboutentitlementwill bethedayof thedetermination
or on suchotherday asis specifiedin thedetermination(newsubsection1061ZJ(l)).
However,if the determinationtoallow entitlementto acardis basedon the
overturningof an appealagainstadeterminationto denyentitlementandeither:

• theappealwassoughtwithin 3 monthsof the determination;or

• thepersonaffectedwasnot notified of thedeterminationto denyentitlement;
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then the determination to allow entitlement takeseffect on the dayon which the
original determination(to deny entitlement) was made (new subseàtions 106 IZJ(2)
and(4)). If a determination to deny entitlement to a card is overturned following an
appeal which was lodged more than 3 months after that determination, then the date of
the determination to allow entitlement to a card takes effect on the day on which the
appeal was lodged (new subsection 106 1ZJ(3)).

Newsections 106 1ZKand 106 1ZL will provide for notification obligations of a seniors
health cardholder.

Newsection 106 1ZKenables the Secretary to give a cardholder a notice that will
require him or her to notify the Department of Social Security (DSS) of the occurrence
of an eventor of achangein circumstances which might affect his or her qualification
for the card. This notice has the generic name of a recipient notification notice and is
defined in subsection 23(1) of the Principal Act - see also clause 10. The provision
also sets out the various specificationsof the noticeaswell asdetailsof thepossible
penalties for refusing or failing to comply with it.

Similarly, new section 106 1ZL enables the Secretary to give a cardholder a notice
requiring him or her to provide DSSwith specific information that might affect his or
her qualification for the card. This notice has the generic name of a “recipient
statement notice” whichis definedin subsection23(1) of the PrincipalAct - see also
clause 10. Notice specifications and penalties for non-compliance are also included in
the provision.

Newsection 106 IZM will provide that a determination that a person is entitled to a
seniors health cardcontinues in effect until the person stops being entitled under an
automatic disqualification provision (see new sections 106 1ZNand 106 lZO) or
another determination takes effect under new section 106 IZQ or 106 1ZR.

Newsections 106 1ZN and 106 1ZOdeal with automatic disentitlement for the seniors
health card if a cardholder complies with a section 106 IZK notice or does not comply
with such a notice respectively. According to new section 106 IZN, a person’s
entitlement to be a holder of a seniors health card will cease automatically at the endof
the notification period relevant to a section 106 IZK notice under the following
conditions:

the person was given a recipient notification notice under section 106 IZK;

the person informs the Department of the occurrence of an event or of a change in
circumstances as required by the notice and within the notification period specified
on the notice;

because of the occurrence of the event or of the change in circumstances, the
person’s qualification for the card stops; and

a determination is not made that the person’s entitlement to the card ends before
the end of the notification period (eg under new section 106 1ZQor 106 1ZR).
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Newsection 1 061Z0 will provide that a person’s entitlement to aseniorshealth card
will ceaseautomaticallyon the dayafter theoccurrenceof the eventor of thechange
in circumstancesunder thefollowing conditions:

• thepersonwasgivena recipientnotification noticeundersection1061ZK; 4
• thepersondoesnot informthe Departmentof theoccurrenceof aneventor of a

changein circumstancesas requiredby the notice within the period specifiedon the
notice;and

• becauseof theoccurrenceof theeventor of thechangein circumstances,the
person’squalificationfor the cardstops.

Notesafter newsections1061ZN and1061ZO signpostthedefinitionof 1’holderof a
seniors healthcard”.

If oneof the two automatic disentitlement provisions is given effect by the operation of
a computer program, then therewill be a deemed decision of the Secretary that the
relevantautomaticdisentitlementprovisionapplies(newsection1061ZP).

if the Secretaryreachestherequisitestateof satisfaction that a holder of a seniors
healthcardisno longerqualifiedfor the cardunderthe PrincipalAct, then
newsection1061ZQ will providethatthe Secretaryis to makeadeterminationthat the
cardholderceasesto be entitledto thecard. Note 1 to thisprovisionsignpoststhe
definition of “holder of a seniors health card”. Note2 indicatesthatif aself-executing
decisionundernewsection1061ZN or I O6lZO applies,thennewsection106liP

does not apply. Note 3 signposts new section 1 O61ZV which setsout the dateof
effectof adecisionmadeundernew section1061ZQ.

Newsection1061ZR will providethataperson’sentitlementto beaholderof a seniors
healthcardceasesif thepersonfails to complywith therequirementsof arecipient
statementnoticeissuedundernewsection 106IZL. Note 1 to this provisionsignposts
the defmitionof “holderof a seniorshealthcard”. Note2 explainsthatthisprovision
doesnot applyif new section 106 IZQ applies. Note 3 signpostsnew section1061ZV
as theprovisionwhichestabllshesthedateof effectof adecisionmadeundernew
section1061ZR.

Newsection 106 1ZS is similar to newsection 1 O61ZP. Both deal with determinations
made with the assistance of computer programs. However, new section 106 1ZS deals
with determinations which could have been madeby the Secretarywhereas
new section 1061Wdealswith automaticdisentitlementdeterminations(ie, self-
executingdecisions). In otherwords,new section1061ZS providesthatif adecision
thatthe Secretarycouldhavemade(affectingaperson’sentitlementto bea holderof a
seniorshealthcard) is giveneffectby theoperationof a computerprogram,thenthe
changewill bedeemedto havebeenmadebecauseof adeterminationof the Secretary.
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Shouldadecisionbemadeto ceasea person’sentitlementto aseniorshealthcardin
errorundernew sectionIO61ZQ or 1O61ZR,thennew section lO6lZT allows the
Secretaryto reversetheincorrectdecision. The noteto new section1061ZT signposts
newsection106IZU asthe provisionwhichsetsoutthedateof effectfor a
determinationunder thisprovision.

Generally,thedateof effectof afavourabledeterminationundernew section106liT
will takeeffecton thedayof thedeterminationor on suchotherdayasis specifiedin
thedetermination(newsubsection106IZU(l)). However,if the decisionis basedon
the overturningof an appeal agalnst a decision to discontinue a person’s entitlement to
beaholder of a seniors health card andeither:

• the appealwas soughtwithin 3 monthsof thedecision;or

thepersonaffectedwasnot notified of thedecisionto discontinuehisor her
entitlementto beaholderof acard;

then the decision to reinstate it takes effect on the day on which the original
disentitlementdecisionwasmade(newsubsections1061ZU(2)and(4)). If a
disentitlementdecision is overturnedfollowing an appeal which was lodged more than
3 monthslater,thenthedateof thedecisionto reinstateentitlementto be aholderof a
cardtakeseffecton theday on whichtheappealwaslodged
(newsubsection106IZU(3)).

Newsection106IZV providesfor thedateof effectof anadversedetermination
relatingto aseniorshealthcard. Generally,anadversedecisionwill takeeffect onthe
day of thedeterminationor on suchlaterday asis specifiedin thedetermination
(newsubsections106IZV(l) to (3)). However,if the adversedeterminationarises
becauseof aperson’scontraventionof thePrincipalAct or becausethepersonhas
madeafalsestatementor misrepresentation,thenthe dateof effectof theadverse
determinationmaybeearlier thanthedayon which thedeterminationis made
(new subsections 106 IZV(4) and (5)).

Clause12 introducesanew Part3.9into thePrincipalAct whichsetsout thedetailsof
howapersoncan satisfyoneof theprimaryqualificationconditionsfor the card,ie the
seniorshealthcardordinaryincometest. In fact,newsection 1071explainsthis in
termsof apersonsatisfyingthe SeniorsHealthCardOrdinaryIncomeTestCalculator
at the end of the section.

Newpoint 1071-1setsout amethodstatementshowinghowto work out whethera
personsatisfiestheseniorshealthcardordinary incometestin astepby stepfashion.
A noteafter the methodstatementexplainsthattheapplicationof thetest is affected
by provisionsconcerninginvestmentincome(sections1073 to 1099of the
PrincipalAct), attributed(ordeemed)income(sectionsl099A to 1099Q)ar~disposal
of income(sections1106to 1112).

If apersonwho is seekingto satisfythis incometestis amemberof acouple,then
newpoint 1071-2providesthat theordinary incometo betakeninto accountis half of
the total ordinary income of the person and his or her partner.
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Newpoint 1071-3establishesthe seniorshealthcardordinaryincomelimits that
dependon aperson’sfamily situation.The limits arecolloquially knownasthe basic
pensionordinaryincometestcut-outpoints. A cut-outpointcan beworkedout as
follows; (
Example: How to calculatethecut-outpoint for amemberof acouple.

Step1: Find out thecurrentmaximumbasicratefor anagepensionerwho is a
memberofa couple(seeitem 2 of Table B to point 1064-B1 of the
PrincipalAct) andmultiply it by 2 (currently$6767.80X 2 = $13535.60).

Step2: Find out thecurrentrateof pharmaceuticalallowancefor anagepensioner
whois amemberof acouple(secitem2 of the PharmaceuticalAllowance
AmountTableto point1064-C8of thePrincipalAct) andmultiply it by 2
(currently$67.60X 2 = $135.20).

Step3: Sum theamountsobtainedfromSteps 1 and2 (currently$13535.60+
$135.20 = $13670.80).

Step4 To the amountobtainedfrom Step3, addthecurrentordinary incomefree
areafor an agepensionerwho is a memberof acouple(seeitem2of
TableE- 1 to point 1064-E4of the PrincipalAct - currently$1976.00).This
givesthe cut-outpoint (ie, the seniorshealthcardordinary incomelimit
of $15646.80- see item2 of the SeniorsHealthCard OrdinaryIncomeLimit
Tablein theproposednew point1071-3).

At present,thesecut-outpointsareasfollows:

family situation cut-outpoint

1. Not amemberof acouple $18,787.60ayear

2. Memberof acouple $15,646.80ayear

3. Member of an illness separated couple
$18,475.60ayear

4. Memberof a respitecarecouple $18;475.60ayear

5. Partnered(partnerin gaol) $18,475.60ayear
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Also, thecut-outpointcan beincreasedby $624.00ayearfor eachdependentchild of
aperson- see the definition of “dependent child” in subsections 5(2) to (9) of the
PrincipalAct. Thesedetailsarereflectedin theSeniorsHealth CardOrdinaryIncome
Limit Table.

Notesland2to point1071-3signpostthedefinitionsof varioustermsusedin the
SeniorsHealthCardOrdinaryIncomeLimit Table. Note 3 informs areaderthatthe
ordinaryincomelimits in thetableareadjusted4 timesayearin line withchangesin
theconsumerprice index. Thefour occasionsare 1 January,20 March, 1 July and20
September.

Becausethelimits includedin thetableare likely to changeon severaloccasions
betweenthetime of introductionof this Bill intoParliamentand the intended date of
effectof theproposal(ie 1 July 1994),new point 1071-4enablestheadjustmentsof
thelimits asif thelegislationgoverningthelimits (seeclauses13 and14)hadbeenin
placeon thoseoccasions.
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Clause13 insertsnewitemsinto the IndexedandAdjustedAmountsTableof
section1190of the PrincipalAct to identify theabbreviatednamesof the seniors
healthcardordinaryincome limits requiring adjustment asaresultof theindexationof
thecomponentsfrom whichthe limits arecalculated. It alsoinforms thereaderabout
thelocationof the provisionsprescmibingthelimits in the PrincipalAct. 4
Clause14 provides the rules for adjusting each of theseniorshealthcardordinary
incomelimits in the tableto newpoint 1071-3 (seeclause12) otherthanthe additional
limits for dependent children. It inserts a new section 1206C within Part3.16 of the
PrincipalAct, eachsubsectionof whichprovidestheformulafor adjustingeachof the
5 itemsin thetable. Basically,thelimits arecalculatedby summingthefollowing
components:

• twice themaximumbasicrateof theitem in Table B of point 1064-Ri (column 3)
thatcorrespondsto the particularfamily situation;

• twicethepharmaceuticalallowancerateof theitem in thePharmaceutical
AllowanceAmount Table of point 1064-CS (column 3) that corresponds to the
particularfamily situation;and

• the relevant income free area from column 3 of Table fl-I of point 1064-E4.

Clauses15 and16 insertnew Notesin sections1239and1240of thePrincipalAct.
The new notesindicateto areaderthat:

• an automatic disqualification provision about a person’s entitlement to a seniors
health cardwhichis giveneffectby acomputerprogramisdeemedto be a
determinationof the Secretary(to ensure a right of review) - see
new section 106 1ZP; and

• if the Secretary could have made a determination about a person’s qualification for
aseniorshealthcardbut it was madethroughtheuseof acomputerprogram,then
it is deemedto havebeenmadeby theSecretary- seenewsection106IZS.

As well as amendmentsto thePrincipalAct to providealegislativebasisfor the
seniorshealthcard,changesarenecessaryto theNationalHealthAct1953 (the
NHA) andthe HearingServicesAct1991 (the HSA) to allow cardholdersto have
accessto concessionalpharmaceuticalbenefitsandto hearingaidconcessions
respectively.
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Clause17 will amendthe definitions of “concessional beneficiary”and“dependant”in
section84 of theNI-IA. “Concessionalbeneficiary”is the basictermusedto describea
personwhobelongsto oneof severalgroupsof peoplewhohaveaccessto
concessionalpharmaceuticalbenefits. Thedefinitionis to beamendedby addinga
newparagraph(ac)to indicatethatapersonwhois theholderof aseniorshealthcard
underthe SocialSecurityAct1991 is a“concessionalbeneficiary”andconsequently,
hasaccessto concessionalpharmaceuticalbenefits. A Note afternewparagraph(ac)
will signpostthedefinition of “holderof a seniorshealthcard” in thePrincipalAct.
Thiswill meanthata cardholderwill pay only$2.60per itemunderthePhannaceutical
BenefitsScheme(PBS)up to atotal of $135.20ayear,afterwhich furtherPBSitems
arefreefor that year.

Thedefinitionof “dependarit” in section84 of theNHA is alsobeingamendedto
preventadependantof aseniorshealthcardholderfrom accessingconcessional
pharmaceuticalbenefits except in certaincircumstancesasfollows:

the dependantcoulddoso in hisor herown right; or

the dependant is also a dependant of another person who belongs to acategoryof
“concessional beneficiary” in respect of which access of dependants to the
concessions is permitted (eg the dependant of the seniors health cardholder is also
a dependant of a social security pensioner).

Clause 18 will amend subsection 5(1) of the HSAby inserting a new paragraph (ac).
Section 5 defines “eligible person” for the purposes of the HSA. It is a term used to
describe, amongst other things, a person who belongs to one of several groups of
people who have access to hearing aid concessions. The new paragraph (ac) will
indicate that a person who is a holder of a seniors health card under the
SocialSecurityAct1991 is an “eligible person” andconsequently, has access to
hearing aid concessions. A Note after new paragraph (ac) will signpost the defmition
of “holder of a seniors health card” in the Principal Act This will mean that a
cardholder can receive free hearing aids and concessionalservices($25a year) that
coverhearingaid maintenanceandbatteriesavailablethroughAustralianHearing
Services.

5. Commencement

Theseamendmentswill commenceon 1 July 1994.
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PART4- FAMILY PAYMENTS (FOREIGNINCOME)

1. Summaryof the nrooosedchan2es

I
Theamendmentsmadeby Part4 will meanthat foreign income will betakeninto
accountfor thepurposeof assessingaperson’sfamily paymententitlement
Thepurposeof theseamendmentsis to ensurethat family unitswith aforeign income
source(or sources)arenot unfairly advantagedcomparedto familieswith similar
levelsof incomein Australia. It wouldnot affect familiesreceivingincomesupport
paymentsbecausetheyarenot subjectto thefamily paymentincometest

@oint 1069-HI of the PrincipalAct). In anycase,recipientsof socialsecuritypension
or benefit(or servicepension)shouldalreadyhavehadsuchincometakeninto account
in calculating their socialsecuritypensionor benefitrate.

2.. Baek~round

Family paymentis anincomeassistancepayment(asdistinctfrom anincomesupport
paymentsuch asapension,benefitor allowancethatmightcomprisea person’ssole
sourceof income) to help parentsandguardians(andinstitutions)meetthecostof
raisingchildren. It follows thatthepurposeof thefamilypaymentincome testdiffers
from thepurposeof thetest usedfor incomesupportpayments.First,it measuresa
family unit’s capacityto raisechildren withoutany assistancefrom public revenue.
Secondly,it measuresthelevel of assistanceneededif it is required. For thesereasons
andfor reasonsof administrativepracticality,taxableincomehasbeenthetraditional
yardstickfor family paymentincometesting.

However,thisgivesriseto unfair situationsas somefamily paymentclients gain
considerable advantages because they haveincomethatis not assessableunder the
Income Ta’cAssessmentAct 1936 (the ITAA). This would not be the case under, for
example,thepensionincometestbecauseunderthat test,‘income’ includesamounts
“earned,derivedor receivedfrom anysource(whether within or outside Australia)” -

seesubsection8(2) of the PrincipalAct. Themost commonunfair situationsoccurin
respectof families who arenewlyarrivedin, or arereturningto, Australiaas well as
thosewhosepartnerswork overseas(and, in somecases,arenon-residentsunderthe
Tax Act) - seesections23AF and23 AG andsubsection25(1)of theITAA.

For reasonsof equity,the PrincipalAct will beamendedto enableforeign incometo be
takenintoaccountfor thepurposeof assessinga person’sfamily paymententitlement
It hasbeenestimatedthatabout2,500familiesarelikely to beaffectedby these
changes.

3. Clausesinvolvedin thechau2es

Clause2(4): specifiesthecommencementdateas 1 January1994immediatelyafter
Part2 of theBill (clauses4 to 8 inclusive)commences.
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Clause19: insertsnewdefinitionsinto section 1OA of thePrincipalAct
(family paymentincometestandparentalincometestdefinitions - section lOA inserted
by clause4of thisBill).

Clause20: amendssection 1069of thePrincipalAct (specifically, ModuleH of the
Family PaymentRateCalculator).

Clause21: amendssection1 l57V of the PrincipalAct (exchangerateto beusedto
convertforeign incomeintoAustraliandollars- section1 157V insertedby clause7 of
thisBill).

4. Exulanationof thechanges

Clause19 will introducetwo new termsinto sectionIOA of thePrincipalAct.
SectionlOA is insertedby clause4 of thisBill. Thefirst newterm is “foreign income”
thatwill mean,in relationto apersonwhoserateof family paymentis beingcalculated:

an ‘incomeamount’ ‘earned,derivedor received’by thepersonfrom overseasfor
the person’sownuseor benefit(Notes1 and2 to thedefinition will signpost
Fovisionsexplainingthemeaningof thetwo underlinedterms);or

aperiodicalpaymentby way of gift or allowancefrom overseas;or

aperiodicalbenefitby way of gift or allowancefrom overseas.

Note3 to thisdefinitionwill inform thereaderthat thedefinition isnot to beconfused
with thedefinitionof “income” in subsection8(1) of the PrincipalAct despiteits
similarity. Also, it will inform thereaderthatthe exclusionsto thedefinitionof
“income” in subsections8(4), (5) and(8) of the PrincipalActdo notapply to the
new definitionof “foreign income”to be insertedin subsectionlOA(l).

Thepurposeof theothernewtermintroducedby clause19,ie “target foreign
income”,is bestexplainedby consideringtheoverall intendedeffectsof Parts2 and4
of this Bill. Part2of the Bill envisagesanewfamily paymentincometestcommencing
from 1 January1994 thatwill encompassthe valueof certainfringe benefitsof a
personin addition to the taxableincomeof thepersonas is currentlythecase.
Part4 of theBill adds“foreign income” to thefamily paymentincometestfrom the
samedate. In somecircumstances,aperson’staxableincome or thevalueof the
person’sfringe benefitsfor familypaymentincometestpurposesmight include“foreign
income”. Consequently,themainpurposeof thedefinitionof “targetforeign income”
(togetherwith amendmentsmadeby clause20) is to prevent“foreign income” from
beingcountedmorethanoncein thefamily paymentincometestingprocess,ie to
prevent“foreign income” from beingtakeninto accountas taxableor fringe benefit
incomeaswell asforeign income.

Clause20 will amendvariousprovisionsin Module H of theFamily PaymentRate
Calculatorattheendof section1069 of thePrincipalAct. ModuleH dealswith the
familypaymentincometest. The amendmentswill achievethefollowing:
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Clause20(a)will inserta newpoint 1069-H2Cto providethataperson’s“target
foreign income”(seenewdefinition insertedby clause19) for atax yearincludes
the targetforeign incomeof theperson’spartnerif he or sheis amemberof a
couple. A Noteto the newpointwill signpostthedefinitionof “target foreign
income”. “Tax year” is definedin subsection23(1)of thePrincipalAct to takeon 4
thesamemeaningas “yearof income” in theITAA. Section6 of thelatterAct
defines“yearof income” asthe financialyear(1 July to 30 June)or, if another
accountingperiod hasbeenadoptedundersection18 of thatAct insteadof the
financialyear,thataccountingperiod.

Submodule2 of ModuleH of theFamily PaymentRateCalculatorcontains
provisionswhichidentify whichtax yearto useto work out therateof family
paymentpayableto a personfor aparticularpayday(points1069-H11 to H20).
As aconsequenceof thechangesmadeby clause6 of this Bill, theword “taxable”
will beremovedfrom points 1069-H13 to H17 inclusiveandpoint 1069-H19 anda
newpoint 1069.-H2lwill beinsertedto define“income” for thepurposesof
Submodule2 to meantaxableplus notionalfringe benefitincome. Clause20(b)
will amendthatdefinition to includetarget foreignincomeso thatthesametax
yearprovisionsthatapply to taxableandnotionalfringe benefitincomealsoapply
to targetforeign income. A Noteto point l069-H21 will signpostthedefinitionof
“target foreign income”.

Clause6 of this Bill inserts,amongothers,new points1069-H22andH27 into
Submodule3 and4 respectivelyof Module H of theFamily PaymentRate
Calculator. ThesepointsincludeMethod statementsforworking out:

- whethera personsatisfiesthe familypaymentincometest(Submodule3); and

- theeffectof aperson’sincomeon aperson’sadditionalfamily payment

(Submodule4).

Clauses20(c) to (e) amendpointsI 069-H22andH27 to includenew stepsin
thosetwo Methodstatementsto take targetforeign incomeinto accountfor family
paymentincometestingpurposes.

Clause7 of this Bill insertsa newPart3. 12A into thePrincipalAct that will deal with
generalprovisionsrelatingto thefamily paymentincometestandthe parentalmeans
test. Oneof the provisionsin newPart3.12Ais newsection1157Vthat will setthe
exchangerate to beusedfor valuing foreigncurrencyincomefor thepurposesof the
family paymentincometestandtheparentalmeanstest. Therateto beusedwill
generallybe themarketexchangerateavailableat theCommonwealthBankon 1 July
in the appropriatetax year. Newsubsection1157V(3) will providethatthemarket
exchangerate is to betheon-demandairmail buyingratefor the currencyconcerned
availableatthe CommonwealthBank. Clause21 will amendnewsection1 157V by
insertinga newsubsection1 157V(lA) to applythe newforeignexchangeconversion
rule totargetforeignincomefor the purposesof the Family PaymentRateCalculator.
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5. Commencement

Theseamendmentswill commenceon 1 January1994,immediatelyafterthe

commencementof Part2 of this Bill.
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PARTS-CONVERSIONOF FOREIGNCURRENCYAMOUNTS

1. Summaryof the uronosedchanges

ThisPartwill amendthePrincipalAct to providethattheexchangerates(for
nominatedcurrencies)for convertingforeigncurrencyincomeinto Australiandollars
($A) in theincometestingprocesswould beupdatedeverypensionpayday. Therates
would bebasedon theactualmarketexchangerateavailableattheCommonwealth
Bankon the previouspensionpayday. Thechangeswill comeintoeffect from thedate
of RoyalAssent.

2. Bacjç,ground

Division 2 of Part3.10 of thePrincipalAct setsoutthe currentrulesfor converting
foreigncurrencyamountsinto $A for thepurposeof assessingtherateof social
securitypensionpayableto aperson.

Section 1102setsa baseexchangeratefor a currencynominatedby the Secretaryto
theDepartmentof Social Securityundersubsection1100(1). It is the averageof the
actualmarketexchangeratesavailableon eachworkingdayof thefirst monthof the
foreianexchangeperiod. (Theunderlinedtermsaredefinedin subsection23(1)of the
PrincipalAct.) If thatfirst month was month one,thenthe baseexchangeratewould
be usedfor rateassessmentsduringmonthsfour, five andsix. Thenextratewouldbe
setfrom monthfour andwouldhaveeffect duringmonthsseven,eightandnine.
For thepurposeof this explanation,call themonthfrom which the valueof the base
exchangerate is drawnthe ‘basemonth’.

Under the currentlegislation,thebaseexchangerateappliesundernormal
circumstances.However,section1103providesfor the useof an‘emergency’
exchangerate if theactualmarketexchangeratediffers from thebaseexchangerateby
10%or morefor 10 consecutivedaysnotin a basemonth.

Undernormalcircumstances,abaseexchangerateappliesfor threemonths. At the
endof that periodit is five monthsold. Apart fromit not beingcontemporary,the fact
thatit is fixed for threemonthsaccentuatestheresultof anymovementof the actual
marketexchangerateawayfrom thebaseexchangerate. Experiencehasshownthata
persistentdownwardor upwardtrendin the actualmarketexchangerategives rise to a
significantdistortionin theratesof pensionbeingpaid to thatwhich wouldbe paidif
morecurrentexchangerateswere usedinsteadof thebaserate. Experiencehasalso
shownthatthe‘emergency’rule in section1103is inadequatein dealingwith sudden
movementsin currencies- this becameapparentwhensterlingdevaluedsuddenlyin
September1992.
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Theexistingforeigncurrencyrules weredevelopedduringthelegislationreviewthat
gaveriseto the clearEnglishrewrite of theAct. At thattime,a factorinfluencingthe
typeof foreigncurrencyconversionschemethatcouldbe usedwas thespeedand
frequencythatexchangeratescouldbe fed into thecomputersystemto calculatesocial
securitypensionpaymentinstalmentseachfortnight. Sincethen,thesystemhasbeen
improvedto the extentthat it isnowpossibleto insertexchangerateson afortnightly
basis. This givesamoreaccurateAustraliandollarvaluationof asocialsecurity
pensioner’sforeigncurrencyincomegiventheextentof fluctuationsin exchangerates.

Accordingly,thePrincipalAct is to beamendedso thatanew exchangeratefor each
nominatedcurrencywill applyeverypensionpayday. It will bebasedon the actual
marketexchangerateavailableattheCommonwealthBankon thepreviouspension
payday. Thiswill meanthat, insteadof beingup to 5 monthsold, theexchangerates
usedwouldbe, atmost,afortnight old.

3. Clausesinvolved in theehanaes

Clause2(1): specifiesthecommencementdateof clauses22 to 26 (exceptclause23)
astheday of RoyalAssent.

Clause2(2): specifiesthecommencementdateof clause23 as 12 November1991.

Clause22: amendssubsection23(1)of thePrincipalAct (generaldefinitions).

Clause23: amendssection1100of thePrincipalAct (scopeof applicationof foreign

currencyconversionrules).

Clause24: repealssections1101 to 1105of thePrincipalActandinsertsa
new section1101 (determinationof the valueof paymentsreceivedin aforeign
currency).

Clause25: amendssection1250of the PrincipalAct (non-reviewabledecisions).

Clause26: amendssection1253of thePrincipalAct(SSAT reviewpowers).

4. Exolanalioniifthechauaes

Clause22 will omit thedefinitions of “actual marketexchangerate” and“foreign
exchangeperiod’t from subsection23(1)of thePrincipalAct astheywill no longerbe
required.

Clause23 will makeaminor technicalamendmentto includePensionRateCalculators
0 and13 atthe endof sections1066Aand1066B of the PrincipalAct respectively
within the ambitof theapplicationof theforeigncurrencyconversionprovisions.
Theseratecalculatorswere insertedinto thePrincipalAct by section20 of the
SocialSecurity(Disability andSicknessSupport)AmendmentAct1991 andthere
shouldhavebeena consequentialamendmentto include themin section 1100atthe
sametime. Thisamendmentwill achievethatoutcome.
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Clause24 will repealthe complexforeigncurrencyconversionrulescurrentlyin
operationandreplacethem with muchsimplerandmorecontemporaryrules.
Newsubsection1101(1)will providethatforeigncurrencyincome(to whichthe
provisionapplies)thatis to betakeninto accountin workingout aperson’ssocial
securitypensionfor aparticularpaydayis to beconvertedinto $A atthe market
exchangeratefor thepreviouspayday. New subsection1101(3)definesthe market
exchangerateasthe on-demandainnailbuyingratefor thatcurrencyavailableatthe
CommonwealthBank of Australiaasatthe startof businessin Australiaeachworking
day. New subsection1101(2)makesprovisionfor thoseoccasionswhen,forexample,
thereisa nationalpublic holidayon apensionpayday. In thosecases,therate to be
usedis the marketexchangerateavailableonthe mostrecentworkingdaybeforethe
pensionpaythy.

Clauses25 and26 will amendsections1250and1253by omittingparagraphs(1)0)
and(4)(j) respectively.Underthecurrentforeignexchangeconversionrules,thedate
from whichan emergencyexchangeratecan beused(seesection1104of the
PrincipalAct) isnot reviewable. As thereis no needto retainthatprovisionunderthe
simplifiedsystem,thecorrespondingexemptionsfrom reviewabilitycanberemoved.

5. Commencement

Theseamendmentswill commenceon thethyof Royal Assentexceptclause23 which

will betakento havecommencedon 12 November1991.

38



PART6- EXTENSIONOF ADVANCE PHARMACEUTICAL ALLOWANCE

1. Summaryof theuroDosedchan2e.s

Thechangesprovidefor thecontinuationof thepaymentof advancepharmaceutical

allowanceuntil 31 December1994.

2. Background

Thepaymentof pharmaceuticalallowancewasintroducedin November1990to offset
theintroductionof achargeforpharmaceuticalbenefitsfor personswho had
previouslyreceivedprescriptionsfreeunder thePharmaceuticalBenefitsScheme.

As an interimmeasure,advancepaymentsof thatallowancewere introducedto assist
pensionersof limited meanswith highpharmaceuticalrequirementsto adjustto the
changesin the PharmaceuticalBenefitsScheme.It wasavailableonly tomaximum
ratepensionerswhomettheeligibility criteriain termsof prescriptionsboughtand
non-pensionincomeandassets.Thesepensionerscould receivelumpsumadvancesof
thepharmaceuticalallowance,ratherthanreceiveit as afortnightly instalmentwith
their pension.

It is nowproposedto continuetheavailabilityof advancesuntil 31 December1994.

3. Clausesinvolyedjn thechanQe

Clause2(1): specifiesthecommencementdateasthedateof RoyalAssent

Clause27: amendsthedateon whichthesunsetclausefor thepaymentof advance

pharmaceuticalallowancewill comeinto effect

Clause28: Insertsanoteto informthereaderof theexistenceof a sunsetprovision.

4. Exnlanationof thechanees

In theabsenceof any amendinglegislation,Part2.23of the PrincipalAct wouldbe
repealedwith effect from 1 January1994dueto theoperationof subsection2(6) (a
commencementprovision)andsection49 (a sunsetprovision)of theSocialSecurity
LegislationAmendmentAct(No 4) 1991,

Clause27 amendsthecommencementprovisionso thatthe sunsetprovisionwill now
operatefrom I January1995.

As the sunsetprovisionis not setout in thePrincipalAct itself, clause28 will alertthe
readerto theexistenceof asunsetprovision.
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5. Comnwacesest

ThechangeswiU comeintoeffecton thedayof RoyalAssent
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SCHEDULE

CONSEQUENTIALAMENDMENTS OF THE SOCIAL SECURITYACT 1991

The Schedulemakesminorconsequentialamendmentsto theSocialSecurityAct1991
from 1 January1994thatareconsequentialupontheamendmentscontainedin Part2
of theBill thatwill ensurethatboththe incometestfor familypaymentandthe
parentalincometestfor job searchallowanceandsicknessallowanceclaimantsand
recipientsunder18 take accountof certainemployerprovidedfringebenefits.
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