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Veterans’ Affairs LegislationAmendmentBill (No.2) 1992

Outline and Financial impact Statement

Thisportfolio Bill introduces a numberof changesto Veterans’ Affairs legislation
arisingout of the 1992Budget announcementsin relation to veterans. It alsocontains
a numberof minor non-Budget policy changesandminor andtechnical amendments
to Veterans’ Affairs legislation.

The Acts amendedby this Bill include:

• the Veterans’EntitlementsAct 1986;
• the Seamen’sWarPensionsand AllowancesAct 1940;
• the DefenceServiceHomesAct 1918;and

the SocialSecurityAct1991.

Theseimportantmeasuresrelatingtoveteransandtheirdependantswhichwere
announcedin theBudget include:

provisionof an increasein the ratesof disabilityand service pensionsin
anticipationof the March 1993 indexationof theseamounts andbringing forward
that increasetoFebruary1993;

• extensionof the purposeforwhich DefenceServiceHomesloans may be madeto
include modifications orrepairsof existing homesor to dischargeexisting
mortgages;

from 1 January1993,to provide for the specialgrantof warwidow/erapension
andorphans pensionfor dependantsof certain ex-prisonersof war;

theextensionof fringe benefits to all servicepensionersfrom 1 April 1993;

• a 25% increasein the ratesof remoteareaallowancefrom 7 January1993 to
$15.00perfortnight for each memberof a pensionercoupleand$17.50per
fortnightfor a singlepensioner;

simplificationof the managedinvestmentrulesfrom I April 1993;

reformof the rent assistanceprovisions from 1 April 1993 to:

- increaseandindividualiserentthresholdsto -

* $60.00perfortnight for a singlepensionerwithoutchildren;
* $80.00perfortnight for singlepensionerswithchildren;
* $100.00perfortnight combinedfor apensionercouplewithout

children;

* $120.00perfortnightcombinedfor apensionercouplewith children;

- indexationof the rent thresholds in line with the CPI commencingfrom
September1993;



- increasingthe rate of rent assistanceto singlepensionerswithoutchildrenby
$4.00perfortnight;

- calculatingrentassistanceonthe basisof 75 centsrent assistanceforevery
dollarofrentpaidabovetherent thresholdup to themaximumrateof rent
assistancepayable;

- providinga savingsprovisiontoprotectthe current amount of rent assistance
for thoserecipientsadverselyaffectedby the abovechanges.

• from I April 1993,theextensionof thecurrentassessmentrulesfor compulsorily
preservedsuperannuationbenefitsto all superannuationbenefitsheldby
pensioners.

• from I July 1993amendprovisionsrelatedto carerservicepensionsto:

- increasethe periodof temporarycessationof carefor carersfrom 28daysto
42days;

- allowcaterservicepensionersto traveloverseasduringa periodof temporary
cessationof care;

- allow caterservicepensionerstoundertaketraining,educationand
employmentfor up to tenhoursaweek;

- extendthe earningscreditprovisionsto caterservicepensioners;and

- extendthe lumpsumbereavementprovisionsto non-partnercarerservice
pensioners.

• assesscapitalgainsand lossesfrom sharesandother listedsecuritiesasongoing
income,andallow for offsettingof lossesagainstincomefrom othersharesor
managedinvestments in the assessmentof incomefor servicepensionassessment
purposes.

The Bill alsocontainsa numberof minor non-Budgetpolicy initiatives which impact
ona rangeof veteransbenefitsand includesa numberof minor technicaland drafting
amendmentstoVeterans’Affairs legislation.

FinancialImpact

The financialimplications of thenon-Budget measuresin the Bill arenegligible. The
costof the Budgetmeasuresamountto $24.024million in 1992/93,$I0.842million
in 1993/94and $12.0l5million in 1994/95afterallowing for savingsoffsetsof
$l9.I60 million in 1993/94and $22.060million in 1994/95from the changesto the
assessmentof shares.
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Veterans’AffairsLegislation AmendmentBill (No.2)1992

PART 1- PRELIMINARY

Part1 of the Bill setsouthow theamendingAct is tobecited(clausel),when the
variousParts,Divisionsand Sectionsof theamendingAct are to commence
(clause2) andthe applicationdateof certainamendments(clause3).
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Veterans’Affairs LegislationAmendmentBill (No. 2)1992

PART 2- AMENDMENTS OFTHE DEFENCESERVICE HOMESACT 1918

Summary of proposedchanges

This amendment will give effect to theGovernment’sdecision,announcedin the
Budget,to allow theuseof DefenceServiceHomesloans for repairsor modifications
to propertiesalreadyownedby eligible personsor for the dischargeof existing
mortgages.Thechangesareaimedat assistinga number of personseligiblefor
assistanceunderthe DefenceServiceHomesScheme,manyof whom are elderlyor
widowed,or wholive in housing which is nolonger suitable to theirneeds.

Making low-interestDefenceServiceHomesloansavailablefor major repairs suchas
re-roofingtheirhomeorrepairsand modificationssuchas downstairsbathroomsor
kitchenrefurbishment,will enablethemto continueliving in theirown homes.

The changeswill alsoallow for DefenceServiceHomesloans to be usedfor the
purposeof dischargingan existingmortgage. Thischangewill addressthe needsof
thosewho are experiencingdifficulty with repaymentson their currentmortgageat
the housingrate, or in somecases,at high interestratesfixed underconiractsentered
into when market rates were rising. This group is generallyon fixed or reduced
incomesbut unable to accesstheir DefenceServiceHomesentitlement to a fixed rate
housingloan at 6.85%due to theexistingbarin the PrincipalAct on the useof loans
for refinancingexistingmortgages,exceptin casesof extreme financialhardship.

Background

The proposal is consistentwith theGovernment’s policy of helpingolder people to
stay in independentliving arrangementsaslong aspossible. As thesechangeswill
provide additional businessunder the Agreement betweenthe Commonwealthand
WestpacBanking Corporation for the provision of DefenceService Homesloans,an
agreementhasbeennegotiatedwith the Bath for a commissionto be paid to the
Commonwealth for the new business. In addition, the agreementprovides for all
DefenceServiceHomesclients to receivea 50% discounton establishmentfees.

Clausesinvolved in theamendment

Clause4 would provide that, in thisPart,the ‘PrincipalAct” meansthe Defence
ServiceHomesAct 1918.

ClauseS will amendsection 18 of the Act by insertinga referenceto “modification
and repairs”amongthosemattersfor which an advancemay bemadeavailable to
eligible persons. It alsorepealsall of thosesubsectionswithin section 18 which
currently restrict loans for thepurposeof discharginganexistingmortgage.
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Veterans’Affairs LegislationAmend.rnentBill (No. 2)1992

Commencement

Thesechangeswill commencefrom I January1993(~ubclause2(4)).
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Ve:erans’Affairs LegislationAmendmentBill (No. 2)1992

PART 3- AMENDMENTS OFTHE SEAMEN’S WAR PENSIONS AND
ALLOWANCES ACF 1940

Division i-Preliminary

ThisDivisionwould provide that, in this Part,the “PrincipalAct” meansthe Seamen’~c

WarPensionsandAllowancesAct 1940 (clause6).
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Vererans’Affairs LegislationAmendmentBill (No.2)1992

Division2 -DependanisofformerPOws

Summary of proposedchanges

This amendmentwill provide eligibility for warwidowspensionandpensionfor
dependentchildren,in respectof the deathof certain Australianmarinerswho were
formerPrisonersof War (POWs). A full explanationof the changesis providedin
respectof similaramendmentsto the VeteransEntitlements Act to extend benefits to
the widow/ersanddependentchildrenof formerPOWs(Division 2 of Part4 of the
Bill refers).

Clausesinvolved in the changes

Clause9 would amendsection17A of thePrincipalAct to provide for payment of
pensionto the,widow and dependentchildrenof adeceasedAustralianmarinerwho
wasa POW in the courseof employmentasanAustralianmarinerandwhosedeathis
notacceptedasbeingrelatedto service undersection12 of the PrincipalAct.

Clause10 would amendsection25A of the PrincipalAct to provide for these
pensions,in certaincircumstances,tobe automaticallypaidon the deathof the
Australianmariner. This amendmentwill operatein a similar way asthe amendment
to the correspondingprovisionin the Veterans’ Entitlements Act proposedby
clause 14.

Commencement

These changeswill commenceon 1 January1993 (suliclause2(4)).
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Veterans’Affairs Legislation AmendmentBill (No.2)1992

DIvision 3-Pensionrateincreases

Summary of proposedchanges

Thisamendmentwouldprovidefor a one-offincreasein therateof:

• warwidowspension;
• the generalrateof disability pension;and
• the intermediaterate of disability pension.

This amendmentwould provide for an anticipation of the 1993March indexationof
theseamountsand would bring forward and pay the increasein early February1993.

Background

Pensionratesare normallyincreasedtwice yearlyin line with movementsin the
ConsumerPriceIndex (CPI). This occurson the first pensionpaydayafter20 Mmcii
and20Septembereachyear. Dueto the overall negativerate of the (P1overthe last
sixmonths,pensionsdidnot increasein September1992and risk falling belowthe
Government’s targetrate of 25% of AverageWeeklyEarnings.

Clausesinvolved in the changes

Clause9 would updatethe intermediaterate of disability pensionlocatedin section18
of the PrincipalAct.

Clause10would amendsection1SAA ofthe PrincipalAct to provide that war
widows pensionandthe generalandintermediateratesof disabilitypensionwould
not beindexedon 20 March 1993.

ClauseIi would updatethe rate of war widowspensionand thegeneralrate of
disability pensionlocatedin ScheduleI to the PrincipalAct.

Commencement

This amendmentwill commenceon 4 February1993(subclause2(6)).

I
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Veterans’Affairs LegislationAmenthnentBill (No.2)1992

PART 4- AMENDMENTS OF THE VETERANS’ ENTiTLEMENTS ACT 1986

Division 1-Preliminary

ThisDivision would providethat,in this Part,the ‘Principal Act” meansthe

Veterans’EntitlementsAct1986(clause12).
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Veterans’AffairsLegislation AmendmentBill (No. 2) 1992

Dipision 2- DependentsofformerPOWs

Summaryof proposedchanges

Thisamendmentwill provideeligibility forwarwidows/erspensionsandorphans
pensionsto dependantsof certainformerPrisonersof War(POWs). To beeligible,
thepersonmustbethedependantof apersonwhowhileonoperationalservicewasa
POW. Forthepurposesof thisamendmenta personwasonoperationalserviceif the
personwas:

• aMemberof theDefenceForce;

• a memberof a Commonwealthor Allied DefenceForcewhowasdomiciledin
Australiaimmediatelybeforeappointmentor enlistmentin theForcesof the
Commonwealthor Allied countrywith whomheor sheserved

• a personemployedby theCommonwealthon aspecialmissionoutsideAustralia;

• an eligiblecivilian in World War II whowasdetainedby theenemy(eg,a British
subjectresidentin the thenTerritoriesof PapuaandNewGuinea(but not
indigenousinhabitantsof thatcountry));or

• anAustralianmariner.

Background

Currentlywarwidow/erpensionandpensionfor dependentchildren of deceased
veterans,may be grantedautomaticallyif, prior totheveterans’death,theveteranwas
in receiptof:

• specialrate pension;

• extremedisablementadjustment;or

• additionalpensionin respectof oneof the first eight itemsincolumn I of the

tablein section27 of the Act (“double amputee” rate).

About 80% of the spousesanddependantsof formerPOWscurrentlyqualify for war
widow/erpensions.Thisincludesabout31% (comparedwith 13%of casesfrom the
generalveterancommunity)who qualify on thebasis thattheformerPOWreceiveda
pensionwhich wouldgive thewidow/eranddependantsautomaticentitlementto
pensions.Thebalancewould be eligible after theveteran’sdeathis determinedto be
war-caused.

In recognitionof the trauma of incarcerationand the ongoingdifficulties of
re-adjustmentexperiencedby formerprisonersof warand their families,an automatic
grantof warwidow/erpensionanddependentchild’s pensionisproposedfor the
spousesandchildrenof deceasedex-POWs.

8



Veteran/AffairsLegislation AmendmentBill (No. 2) 1992

Clauses involved in the changes

Clause 13would amendsection13 of thePrincipalAct to providefor thepayment of
pensionto the widow/er anddependentchildrenof a deceasedveteranwho wasa
POWat a dinewhen the veteranwason operationalserviceandwhosedeathis not
war-caused.

Clause14would amendsection 13A to provide that where the provisionsoutlinedin
clause13 apply, the pensionmay be payable to thedependantwithout the dependant
havingtomakea claim for thepensionand without theRepatriationCommission
havingto makea formaldeterminationundersection19of the PrincipalAct. This
clauseis framed in a way which requiresaclaim to be lodgedby thosedependants
aboutwhom thereis insufficient informationto automaticallydeterminetheir
entitlement to pension. Forexample, the Departmentmay not be awareof the
existenceof a dependantof the veteranuntil long after the veteran’sdeath,ormay be
awareof theperson’sexistence,but have insufficient details aboutthearrangements
for payment of pension. In such casesthedependantwill be required to lodgeaclaim
for pensionin accordancewith theprovisionsof section 14 of the PrincipalAct.

Clause 15 would amendsection86 to ensurethatthe dependentsof deceased
ex-prisonersof war who are entitledto pensionsunder theseprovisionsarealso
eligible to be provided with treatmentunderthe Act.

Clause16 amendsthedefinitionof “eligible child of a veteran’in section 116 of the
PrincipalAct for thepurposesof extendingbenefitsundertheVeterans’Children
EducationSchemeto thechildrenof eligible deceasedex-POWs.

Commencement

Thesechangeswill commenceon 1 January1993 (subclause2(4)).
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Veterans’Affairs LegislationAmendmentBill (No.2)1992

Division3 - Pensionrateincreases

Summary of proposedchanges

This amendmentwould provide for a one-offincreasein the rate of:

• servicepension(both the marriedand singlerates);
• warwidowsand warwidowerspensions;
• the generalrateof disability pension;
• the specialrate of disability pension;
• the intermediate rate of disability pension; and
• items 1-6 of the table at subsection27(1)(the “double amputee” rate).

This amendment would provide this increasein art anticipation of the 1993 March
indexation of theseamountsand would bring forward andpay the increasein early
February1993.

The rate of extremedisablementadjustment will alsoincreasewithout the needfor
legislativeamendment. This rate is fixed at 150% of the general rate of disability
pension.

Background

Pensionrates arc normally increasedtwice yearly in line with movementsin the
ConsumerPrice Index (CPI). Thisoccurson the first pensionpaydayafter20March
and 20 Septembereach year. Due to the overall negative rate of the CPI over the last
six months, pensionsdid not increasein September1992andrisk falling below the
Government’s target rateof 25% of AverageWeeklyEarnings.

Clausesinvolved in the changes

Clauses17 -25 would update the rates of theseamounts whereverthey occurin the
Principal Act.

Clausel6would provide that item I of the table at section59B (ie, both rates of
servicepension) would not be indexedon 20 March 1993.

Claust2lwould amendsection 198of thePrincipal Act to providethat warwidows
pension,warwidowera pension,the disability pensionamounts and the “double
amputee” rate would not be indexedon 20 March 1993.

Commencement

This amendmentwill commenceon 4 February 1993(subelause2(6)).
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Veterans’ Affairs LegislationAmendmentBill (No.2) 1992

Division 4-Investments

Summary of proposedchanges

It is proposedto amendthe Principal Act to:

• provideuniform assessmentrulesfor all post 1 January1988accruingreturn
investments,certainpre1 January1988 accruingreturninvestmentsandpost9
September1988marketlinkedinvestments;

allow the offsetof managedinvestments lossesagainstmanagedinvestment
incomewhere thoseinvestmentsareassessedon an ongoingbasis; and

• allow thecosts incurred in disposingof a managedinvestmentto beoffset against
a returnon managedinvestmentswherethoseinvestmentsareassessedon an
ongoingbasis;

continue the current assessmentof certain pm 1 January1988accruingreturn
investmentsandpie 9 September1988marketlinked investmentsby assessing
incomeonly onrealisation of the investmentHowever,the formulausedto
calculatethis incomewill considercapitalgrowthon the investmentduring the
person’s “assessableperiod”. A person’s assessableperiod will not include any
periodof two yearsormorewhen thepersonwas not in receipt of a pensionor
benefit.

Background

The current incometesttreatment of managedinvestmentsisextremely complexwith
theassessmentrules dependingonthe type of investmentandthe date that the
investmentwas acquired.. Formostaccruing return investmentsmadeprior to I
January1988andall market linked investmentsmade prior to 9 September 1988,no
ongoingincomeis assessedon the investment. Capital growth is assessedon
realisation of the investment

For accruingreturn investmentsmadeafter I January1988,capital growth plus any
bonusesor distributions are assessedon an ongoingbasisusing a current rate of
return.

Formarketlinked investmentsmadeafter9 September1988, an administeredrateof
returndeemedat 11% is generallyused.Pensionersor fund managersmust apply for
a lower rate to be usedin pensionassessmentwhereappropriate.The reviewing of
the 11% benchmark isprovidedforunderthe SocialSecurityAct. Any reassessed
rate isappliedto investmentsmadeby servicepensioners.

11



Veterans’Affairs LegislationAmendMentBill (No.2)1992

Explanation of thechanges

Theseamendmentsabolish thedistinction betweenthosemarket-linked investments
andaccruingreturn investmentsthat are assessedon an ongoingbasis. Thecurrent
methodof assessingaccruingreturn investmentswill now be applied to all managed
investments(ie, using a rateof return basedon the performanceof the investment
overtheprevioustwelvemonths).

Currently,wheresri investmentmakesa loss,norecognition is given to the impact of
thislosson a pensioner’sinvestmentincome. Theseamendmentsallow negativerates
ofreturn on managedinvestmentswhere thoseinvestmentsare assessedon an
ongoingbasis.

Clausesinvolved

Clause28 wouldinsert“investmentproduct” and“managedinvestment”definitions
into section53. It would also insert new subsections(IA) to (1C) which providean
expandeddefinition of a “managed investment”.

Clausel9wouldrepealsection46 of the Principal Act andreplaceit with the
structureof thedivision detailing the new formsof investments.

ClausciO would insert a new Subdivision in Division 8. New Subdivision AA
containsthe assessmentrules for managedinvestments(new sections46AA..46AG).

New section4SAA would detail the typesof investmentstobeassessedunder this
subdivision.

New section46ARwould assessthe income from managedinvestmentsby
calculating the capital growthon the investment. This would be achievedby
multiplying the current valueof the investmentby the annualisedrate of return.

New section46ACwould assessthe lossin valueof the managedinvestmentby
calculating the capital losson the investment.

Subsection(I) wouldassessthe loss by multiplying thecurrentvalueof the
investmentby the annualisedrateof loss.

Subsection(2) would providethat the sumof lossesfrom managedinvestments
cannotexceedthe total returnsmadefrom managedinvestments.

New section4MQ would providea formulafor calculating whethera managed
investmentproducesa return or a loss. This would be achievedby subtracting the
openingvalueof the investmentfrom the sumof theclosingvalueof the investment
and any disthbutions andbonusespaid in respectof that investment.

New section4(jAE would allow the lossor return from the investmentto be
convertedinto an annual figureforservicepensionassessmentpurposes.

12



Veterans’AffairsLegislationAnaend,nentBill (No.2)1992

New section46AFwould providethat investmentcostsincurredin acquiringor
disposingof an investmentcanbe offsetagainstareturnassessedunderthis
Subdivision.

Newsection46AG would providethat the actual return or lossfrom a managed
investmentis disregardedfor thepurposesof pensionassessment.

Clause31 would amendtheheadingtothesubdivisiondealingwith accruingreturn
investmentsto reflectthat theassessmentrulesonlyapply to accruingreturn
investmentsmadeor acquiredbefore1 January1988.

Cause32would amendsection46B (assessmentof pre 1 January1988accruing
return investments)by providingthat assessmentof incomeonrealisation of the
investmentis basedonly on theassessableperiod of the person.

Clause 33 would repealsections46Cto 46Hof the PrincipalAct which relateto the
assessmentof post I January1988accruingreturninvestments. Under this proposal
their assessmentwould be provided for by newSubdivision AA.

Clause34would amendtheheadingto the subdivisiondealingwith marketlinked
investmentsto reflect that the assessmentrules only apply to marketlinked
investmentsmadeoracquiredbefore9 September1988.

Clause35 would amendsection46J(assessmentof pm9 September1988market
linked investments)by providingthat assessmeatof incomeon realisationof the
investmentis basedon the assessableperiod of the person.

Clause36 would repealsections46L to 46Rof thePrincipalAct which relate to the
assessmentof post9 September1988marketlinkedinvestments.Underthis proposal
their assessmentwould beprovidedfor by new Subdivision AA.

Clauses37 to 41 would provideconsequentialamendmentstoprovisionsin
Divisions IA & lB of Part III of the PrincipalAct.

Commencement

This amendmentwill commenceon 1 April 1993 (subclause2(81).
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Veterans’AffairsLegislationAmenthnentBill (No.2)1992

DMsionS -Rentassistance

Background

Rentassistanceis a paymentdesignedto assistservicepensionersin meetingthe costs
of privaterental accommodation. Rentassistanceis paid in additionto the basicrate
of servicepension.

Over recentyearsa numberof changeshave beenmadeto rent assistancewith the
aimof providingmoreassistanceto thoseinmost need. Despitethis, a reviewof
housingneedsfound that a significant number of pensionerswhorent private
accommodationcontinue to pay a high proportionof their available income
(including pension) onaccommodation. Singlepensionerswithout children were
found to be the most disadvantagedgroup.

Summaryof proposedchanges

Thisproposalwill:

• increaseand individualiserent thresholds;

• index the newrent thresholds;

• calculaterent assistanceon a 75 centsin the dollar formula; and

• provideone-offincreaseto the maximum rate of rentassistancefor single

pensionerswithout children.

Division 15 of this Bill will providea savingsprovision to ensurethat no current
rent assistancerecipients axe disadvantagedby the introduction of thesereforms.

These measureswill be discussedindividually.

Increaseand indMduaflserent thresholds

Cun~ntly,the Veteranst EntitlementsAct providesa standardrent threshold of $1300
peryear ($50per fortnight) irrespectiveof the pensioner’scircumstances. Under this
proposal,four rent thresholdswill be introduced and the amount applicablewill be
dependenton the person’s familial circumstances.

The new thresholdswill be:

• $1560per year($60per fortnight) for a pensionerwho is not a memberof a

coupleand doesnothaveanydependentchildren.

14



Veteranr’AffairsLegislationAmendmentBill (No.2)1992

$2080peryear($80perfortnight)for apensionerwho isnot a memberof a
coupleanddoeshavedependentchildren;

$2600per year($100perfortnight) combined for apensionercouplewho donot
have anydependentchildren;and

• $3120per year ($120perfortnight)combinedfor a pensionercouplewhodo have
dependentchildren.

Clausesinvolved

Causes42 to 45 would updatethe referencesto the rentthresholdscontainedin the
ratecalculators.This would require amendmentto points4l-C2,42-D2,43-D2and
44-C2 to provide the appropriaterent thresholds(particularto that rate calculator) in
the eligibility provisionsfor rent assistance.A personmust be payingmorerent than
the applicablerent threshold to be eligible for rent assistance.

Theseclauseswould alsoupdatethe Rate A amountscontainedin the table at points
41-C6,42-06 and 44-C6to enablethe calculation of the rate of rent assistance
payableusing the person’s actualcircumstances. Thisrate is thencomparedto the
maximumrent assistancepayable (RateB amounts of the table) and the lesserof
theseamountsis the rate of rent assistancea personis entitled to.

Index thenewrentthresholds

Commencing20September 1993,all rent thresholdswill be indexedtwice yearly in
line with increasesin the ConsumerPrice Index.

Clausesinvolved

Cause46would insertnewitem 6A in thetableat section59A andnew item 3A in

the table at section59B to providefor the indexingof the rent thresholds.

Calculaterentassistanceona 75centsin thedollarformula

Currently, the rate of rent assistancepayable to a pensioneriscalculatedat the rate of
50 centsrent assistancefor everydollar of rent paid abovethe rentthreshold, up to
the maximumamount of rentassistancepayable.

Thisapplies to a person whois eithernot a member of a coupleor who is a member
of a couplewheretheperson’s partnerdoesnot receiverent assistance.

For a pensionercouplewhere bothreceiverent assistancein respectof the same
home,the rate payableby this fbrmulais halvedfor each memberof the pensioner
couple.

15



Veterans’Affairs LegislationAmendmentBill (No. 2)1992

Underthe proposal, the basisfor calculating rent assistancewill be at the rateof 75
centsrent assistancefor every dollar of rent paid abovethe applicablerent threshold,
up to the maximum amountof rent assistance.Similarly, for a member of a
pensionercouplewhere both membersreceiverent assistancein respectof the same
home,the rate of rentassistancecalculated by this method is halvedfor each
pensioner.

Clausesinvolved

Clauses42. 43 and 45 would updatethe formulaecontainedin the RateA amountsin
the table at points 41-C6,42-4)6and 44-C6to assessrunt assistanceas75 centsfor
every dollar of rentthe personpaysabovethe applicablerent threshold. Fora
pensionercouple,eachmember receiveshalfof the amount calculatedby this
method.

This rate is then comparedto the maximum rent assistancepayable (Rate B amounts
of the table) andthe lesserof theseamounts is the rate of rentassistancea personis
entitledto.

Provideone-offincreasetothemaximumrate ofrentassistancefor single
pensionerswithoutchildren

Studiesof rentalhousingcircumstanceshave shown that singlepensionerswithout
childrensuffer themostseverehousingaffordability problems. For this reason,these
pensionershavebeentargetedfor the increase.

Clausesinvolved

Clauses42(d) and 45(d) will inserta newpointin the rent assistancemodules in
sections41 & 44, respectively,to providethat the item I & 2 amountsin column 4,
from the precedingtable,areincreasedon 1 April 1993by $104 in additionto the
March 1993indexationof the amounts.

Commencement

Theseamendmentswill commenceon I April 1993(subclause2(8)).
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Veteran?AffairsLegislationAmendmentBill (No. 2) 1992

DIvision6-Superannuationinvestmentsprior topensionage

Summaryof proposedchanges

Thisamendmentwould extendthe specialassessmentrules for compulsorily
preservedsuperannuationtoall superannuationor roll overfundsheldby the
pensioner.

Therefore, a pensioner’ssuperannuationfund investmentwould be incomeand asset
exemptuntil the pensionerreachedpensionageunlesshe/shewithdrawsanymoney
that wasnot rolled over.

Background

Currently,the PrincipalAct containsspecialassessmentrulesfor compulsorily
preservedsuperannuationbenefits. Compulsorilypreservedsuperannuationbenefits
are superannuationbenefits thatcannot nonnallybeaccesseduntil the investor is at
least55 yearsof ageandhasretired.

Until a personhasreachedpensionage:

theassetvalueof the superannuationbenefitis disregardedfor the assetstest;and

no incomeis maintainedonthe investment.

If, prior to pensionage,the personwithdrawsfrom the superannuationfund anddoes
not roll over thewithdrawnfunds,the capital growth of the benefit that accruedafter
servicepensionwasgrantedisassessedon the withdrawalandmaintainedasincome
for twelvemonths from thedate of the withdrawal.

If the withdrawalisrolled over,no incomeis assessedon the withdrawal.

Once the personhasreachedpensionage,the investmentis treatedunderthe managed

investmentrules.

Clausesinvolved

Clause48 will amendsection5 (Incometestdefinitions) to provide the income
exemptionfor the superannuationbenefit

Clause49 insertsnewdefinitions “investment” and “realise”, andnewsubsections(6)
~jfl in section51of the Principal Act. Thesenewdefinitionsencompassthe
definitionof “realises an investment” containedin the current section46BA and
provide the rules to determinewhen a superannuationfund amounthasbeenrealised.

17



Veterans’AffalrsLegislationAmendi’nentBill (No.2)1992

Theseprovisionsapplyequallyto;

the assessmentof moneyreceivedfrom a superannuationfund prior to pension
age(as detailed in clause53~:and

the assessmentof superannuationfund amounts realisedafter theperson has
reachedpensionage,which isdeterminedunder the managedinvestmentrules (as
detailedin Division 4 in Part 4of this Bill).

Causes50. 51 and 52repealthe current section46BA and updatereferencesto
realising aninvestment in the notesafter sections463 &46J.

Clause 53 insertsa new Subdivision 1) of Division S of Partifi ofthe PrincipalAct
includingnew sections465 & 46SA. Thesenew sectionsdescribethe assessmentof
a superannuationor roll overfund amountif withdrawn before pensionage.

Cause54 will amendsection52 (Certainassetsto be disregardedin calculating the
valueof a person’s assets)to provide the assetsexemption for thesuperannuation
benefit.

Commencement

This proposalwill commenceon 1 April 1993(subclause2(8)).
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Division7- FrInge benefitsandtreatmentbenefits

Summaryof proposedchanges

This amendmentextendsfringe benefit entitlement to all servicepensioners.

It will, however,preventa consequentialflow-on to treatment entitlement under
Division 15 ofPartIll of thePrincipalAct. Only thoseveteran servicepensioners
whocould meetthe current requirementsfor this utatment entitlement(subject to
increasesin the incomeor assetstestlimits) will continueto beeligible under
Subdivision C of this Division.

Background

Fringebenefitsarerebatesanddiscountsofferedby variousCommonwealth, State

and local governmentauthoritiesto certainservicepensioners.

Currently,thefollowing personsareentitledto fringebenefits:

blind servicepensioners;

servicepensionerswho are neither incomenor assetsreduced

incomereducedservicepensionerswho satisfy the fringe benefits ordinary

incometest;

assetsreducedservicepensionerswhosatisfy the fringe benefits assetstest; and

personsto whom section17 of the Veterans’Entitlements(Rewrite) TransitionAct
1991applies.

Explanation of thechanges

This amendmentwouldbe achievedby repealingthe fringebenefitsordinaryincome
testandthe fringebenefitsassetstestfrom SubdivisionB of Division 15 andallowing
all servicepensionersfringebenefitsentitlement.The formerfringebenefitstests
now apply to the assessmentof treatmentbenefitsunderthis Division. SubdivisionC
of Division 15 wouldinserttwo newtestsfor thepaymentof treatment benefitsto
veteranservicepensioners.

Theseneatrnentbenefitstestsapply to veteranswhoseunix entitlement for treatment
at departmentalexpenseis by meansof theirservicepensioneligibility. No Other
treatmententitlementunderthe Act is subject to a meanstest.

PartV of the PrincipalAct detailsthe other categoriesof peopleeligible for treatment
at departmentalexpense.
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Clausesinvolved

Clauses55 to 571 updatereferencesto Division 15containedin othersectionsofthe
Principal Act.

Clause58 amendsthe heading to Division 15 to “Service pensionerbenefits”.

Clause59 amendsSubdivisionA to provide that a personeligiblefor fringe benefits
under this Division hasaccessto benefitsandconcessionsof various kinds made
availableby Commonwealth,State,Territoryand localgovernmentsandauthorities.
This amendmentalsoprovides that an ageor invalidity servicepensionerwho meets
certain conditions(outlined in section530)is alsoentitled to treatment at
Departmentalexpense.

Clause6Orepealsthe current sections53A, 533 and 53C. it also insertsnew secfio~
~ to provide that all servicepensionersareeligible for fringebenefits. NotesI &
2 would provide that somepersonscontinueto be eligiblefor fringe benefitsbecause
of tire operationof section17 of the Veterans’Entitlements(Rewrite)TransitionAct
1991,

Clauses61 and62 establishthc criterianecessaryfOra veterandescribedunder
section530to be eligible for treatmentat Departmentalexpense(new section53E).

Treatment at Departmentalexpensewill be provided if:

• the veteran ispermanentlyblind;

• the veteran’s servicepensionrate is neither income nor assetsreduced;

• the veteran’s servicepensionrate is incomereducedand the veteransatisfiesthe
treatmentbenefits ordinary incometest; or

• the veteran’sservicepensionrate is assetsreducedandthe veteransatisfies the
treatmentbenefitsassetstest.

NotesI & 2 signpostthe calculatorscontainedin new sections53F& 53(1.

Theseclauseswould alsoinsert the Treatment BenefitsIncomeTestCalculatorand
theTreatment BenefitsAssetsTest Calculator. Thesecalculatorswould establish
whethera veteransatisfiesthe treatment benefitsordinary incomeand assetstests.

Newsection5SFwould provide that the Treatment Benefits Income TestCalculator
at the endof the sectionisto be usedto establishwhether a personsatisfiesthe
treatment benefits ordinaryincometest for the purposesof thisDivision.

TREATMENT BENEFITS INCOMETESTCALCULATOR

Point 5SF-I would setout a fourstepmethodstatementfor the Treatment Benefits
IncomeTestCalculator. The method statementwould establisha person’seligibility
for treatment benefitsunder the treatment benefitsordinary incometestandinclude
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referencesto subsequentpoints that providethe rules for working out the components
usedin this test.

Point 53F-2would provide that the treatment benefitsincomeof a personwhodoes
not have dependentchildren is thepersonsannual rate of ordinaryincomc.

A note would signpostthat Module D of theservicepension rate calculator in
section41 would explain how to calculatethe personsannualrate of ordinary
income.

Point 53F-3 would provide that the treatment benefitsincomeof a personwho has
dependentchildren is calculatedusing Table F-i.

Point 53F-4would provide that, to calculatea person’s treatment benefitsincome, the
person’s ordinary income is reducedby the amountprovidedin Table F-I for each
dependentchild of the person.

Note I would signpostthe “dependent child” definition.

Note2 would signpostthat Module B of the servicepensionrate calculator in
section42 would explain how to calculatethe person’s annual rate of ordinary
income.

Point 53F-5 would provide that the reduction amountusedin calculating a person’s
treatment benefitsincome is reducedby the amount of anypaymentreceivedin
respectof a dependentchild of the personunless the paymentis one which is
specifiedin point 5SF-i.

Point 53F-6would provide that the reduction amount usedto calculatea person’s
treatment benefitsincome, where that personhas a partnerwhois alsoreceivinga
pension, isreducedby 50% for any payment receivedin respectof the dependent
child unless the paymentis one which is specifiedin point 53F-7.

A notewould signpostthe definition of “partnered (partnergettingpension)”.

Point 5SF-i would provide a list of payments that do notcausea reduction under
point 5SF-Sor 53F-6.

A note would signpostthe definition of “Aboriginal study assistancescheme”.

Point 53F-8 would provide that a person’s treatment benefits incomeincludesany
amountper year that is taken into accountunder subsection52Z(5) - financial
hardship.

Point 53F-9would provide that, where a person’s treatment benefits income exceeds
the relevant treatment benefits incomefree areaby no morethan 25% of that free
area,the personwill be regardedas satisfyingthe treatment benefitsordinaryincome
testfor a periodof 13 weeksstarting on the first pensionpayday after the day the
person’s treatment benefits incomeexceededthe relevantlimit Where the person’s
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annualrateof treatment benefits incomeexceedsthefreeareaby morethan25%, this
provisionwould no longer apply.

Point 53F-10would directthe reader to Table F-2 to work out a person’streatment
benefitsincome free area. Thiswould bedoneby working out which family situation
is applicableandthen checkingthecorrespondingamount in the “basic free area”
column of the table. Column 4 would providethe amountsto be added to the
person’s treatment benefitsincomefree areawhere the personhasa dependentchild
or dependentchildren.

A note would directthe readerthat the basic freeareaamountsare indexed in line
with the CPI increases.

New section530would provide that theTreatment BenefitsAssetsTest Calculator at
the endof the sectionis to beusedto establishwhether a personsatisfiesthe
trealment benefitsassetstestfor the purposesof this Division.

TREATMENT BENEFITS ASSETSTEST CALCULATOR

Point 530-I would providethat a personsatisfiesthe treatment benefitsassetstest if
the valueof theperson’s assetsdoesnot exceedhis or hertreatment benefitsassets
valuelimit.

A note would signpostthe provision explaining the “treatment benefits assetsvalue
haS”.

Point 53(1-2 wouldprovide that a person’s treatment benefitsassetsvalue limit is
calculatedusing theTable at the endof the point. The assetsvalue limit is the
amountcoincidingwith the person’s family andproperty ownership situations.

Note I would signpostthedefinitionof “property owner”.

Notes2 & 3 would indicate which amountsin theTable am indexedannuallyin line

with CPI increasesand which am adjusted annually.

Clauses63 to 74 would updatereferencesthroughoutthe Principal Act to benefits

provided under Division 15 ofPartHI of that Act consequentialto this proposal.

Commencement
I

This amendmentcommenceson 1 April 1993 (subclause2(8~).

I
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Division 8-Corerservicepension

Summary or proposed changes

To amendthePrincipalAct to providethe following caret servicepension

amendments:

increasethe period of temporarycessationof carefrom 28 days to 42days;

allowcarerservicepensionersto travel overseasduring periodsof temporary
cessationof cam;

allow carerservicepensionersto undertaketraining,educationor employment
forupto 10 hours per week;

extend the earningscredit provisionsto carerservicepensioners;and

• extend thelump sum bereavementprovisionsto certain non-partnercarer

servicepensioners.

Background

Eligibility for carerservicepensionis basedon the cater providingconstantcare
andattentionto a severelyhandicappedveteran.Thiscriteria is modified by
currently allowing the caterup to 28 days temporarycessationof carefrom the
veteran without losingentitlement to the carer servicepension.

A residential limitation is placedoncaterservicepension. It is notcurrently payable
if the cateris outsideAustralia. Thiswould applyevenif thecaterwishedto travel
overseasduring a periodof respitefrom his/hercaringduties.

Clauses involved

Clause75 updatessection39 of the PrincipalAct to provide that the number of days a
carermay temporarilyceaseto provide careand yet retain eligibility for carerservice
pensionwill be 42days.

Thisclausealsoinsertsnew subsection39(2A)which allows the cater to cease
providingcarefor up to 10 hoursper weekandretain eligibility for carerservice
pensionif thereasonfor thecessationis to undertaketraining,educationor
employment.

Clause76 insertsnewsubsection390A which, in certaincircumstances,will pay a
lump sum bereavementpaymentto a carer servicepensioneruponthedeathof the
severelyhandicappedveteran.
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Thepersonwill be entitled to a lump sum bereavementpaymentif:

• theveteranbeingcaredfor wasnot the person’spartner;

• theveteranbeing caredfor dies;

• the veteranwassingle;or

• the veteranwasnot a memberof pensionercouple,

The payment isequalto:

• seventimes the rate of carerservicepensionthepersonactuallyreceives;or

• seventimes the “partnered(partnergettingpension)”rate of pension;

whicheveris the lesserof the two amounts.

A note would alsoexplain that if the partnerof the veteranwasin receiptof pension
or benefitit would be the partner who would be eligibleto receivethe bereavement
payment.

Clauses77to 79 amendthe earningscreditprovisionscontainedin Division 11 of
Part III of the Principal Act to allow caterservicepensionersaccessto an earnings
credit.

If the caterservicepensionermeetsthenecessaryeligibility criteria,he or shemay
commenceto accrueanearningscreditfrom 1 January1993. However, thecater
servicepensionerwould only be ableto~ss~yaccruedcreditfrom 1 July 1993.

Clause80amendstheservicepensionportabilityprovisionscontainedin section58K ¶
by insertingnew subsection(2M. This newsubsectionallows a persontoretainthe
paymentof caterservicepensionduringanabsencefrom Australia if the absenceis
dueto a temporarycessationofcareprovidedfor by subsection39(2).

Commencement

Theseamendmentswill commencefrom 1 July 1993(subclause2(9~.

I

I
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Division9-Sharesandotherlistedsecurities

Summaryof proposedchanges

Thisamendmentwill treat sharesand other listed securities in a similar manner to
managedinvestmentsby:

assessinganycapital growth thataccrueson sharesandothersecuritiesasongoing
income;

• allowing the capital lossfrom sharesand other listed securitiesto be offset against
incomefrom managedinvestments,sharesorother listedsecurities;and

• allowing establishmentand disposalfeesas adeductionagainstordinaryincome
from managedinvestments,shamsor other listed securities.

The changesto the treatmentof shareswill effectivelyconsidertheoverall
performanceof the share,rather thanseparatingthedividendfrom the capital growth
or loss.

Background

This amendmentaddressesanomaliesthat currently exist betweeninvestmentswhere
thecapitalgrowthis currently includedin theassessmentof ongoingincomeand
investmentsin shamsor othersecuritieswheregrowth is not considered.

Currently,directinvestment in sharesis treateddifferently underthe ordinaryincome
test to indirectinvestmentin sharesin the form of equity trusts. While indirect
investmenthas its capitalgrowthtakeninto account for pensionpurposes,direct
investmentin sharesdoesnot. This situation is inequitablegiven that the two typesof
investmentdiffer only in themannerin whichtheyareacquired.

Also no accountis takenof any lossesexperiencedby the investor in theoverall
performanceof their shareinvestments.Thefull dividendis treatedas income
regardlessof whether the capitalvalueof the share hadincreasedorreduced.

Clausesinvolved

Clause81 inserts newdefinitionsof “investment product” and “listed security” into
subsection5J(l) of the PrincipalAct.

Clause82 amendstheheadingtonewSubdivisionAA to include a referenceto
“listed securities”.
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Clause83 amendsnew section46AA to clarify what typesof investmentsare
assessedundernew SubdivisionAA. Theseprovisionsare insertedby Division4 of
this Part.

Commencement

This amendmentwill commenceon 20 September1993(subclause2(10)).
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Division 10-Pharmaceuticalallowance

Suinniary of proposed changes

Thisamendmentwill providefor pharmaceuticalallowanceto be addedto other
servicepensioncomponentsbeforethe applicationof the incomeandassetstest. The
amendmentwill ensurethat,whereaperson’srateof servicepensionisreduced
becauseof the application of either theordinary incometestor the assetstest,
pharmaceuticalallowancewill be the lastcomponentin the reductionprocess.At no
time will theservicepensionerreceivelessthanher/hisfull rateof pharmaceutical
allowance.

Background

Pharmaceutical allowanceis paid to certainpensionerstooffsetchargesmadefor
prescriptionitemssuppliedunderthePharmaceuticalBenefitsSchemeandunderthe
RepatriationPharmaceuticalBenefitsScheme(RPBS).

PartVIIA of the PrincipalAct containsall the current provisions for pharmaceutical
allowancewith theexceptionof theindexationprovisions.

Eligibility for theallowanceis specifiedin section11 SA. In essence,a personis
eligible if the personis:

• asenicepensioner
• a war widow/eror anorphan;or
• a person whois eligible for pharmaceuticalbenefitsunder the RPBS.

It shouldbe notedthat it is possiblefor a personto satisfy morethanone of these
criteria. Forexample,thepersonmaybein receiptof aservicepensionandmayalso
be eligiblefor benefitsunder the RPBS. However,only one instalmentof the
allowanceispayable.

The allowanceiscurrentlypaidas a discreteallowanceand is an additiontopension.
In respectof servicepensioners,this meansthatthe allowanceis nottakeninto
accountin the application of the incomeand assetstests.

The amendmentsproposedby this Bill will only affectthepaymentof pharmaceutical
allowanceto servicepensioners.

Clausesinvolved in the changes

Clause84 insertsa new section5PA into thePrincipalAct (Pharmaceutical
allowanceand advancepharmaceuticalallowancedefinitions).

Causes85 to 88 amendsections36A, 37A, 38A and39A respectivelyto amendthe
payability provisions of Partifi. In specifiedcircumstancesapersonwill be takento
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be receivingservicepensioneventhough ona particularpaydaythepersondoesnot
ieceivea payment.

Claus&89 amendssection40 (Stepsin rate calculation) to include referenceto
pharmaceutical allowance.

Clause90amendssection40C(Application of incomeandassetstestreductions for
incometax purposes)to include referenceto pharmaceutical allowanceasthe last
component in the reduction process.

Clause91 amendssection41 (Rate of age,invalidity, partner andcarer service
pension(no dependentchildren)) to include pharmaceutical allowancein the rate
calculation process.

Clanses92.93 and94make theequivalent amendmentsto section42 (Rateof age,
invalidity,partnerandcarerpension(dependentchild or children),section43 (Rate of
a*e andinvalidity servicepension(blinded veterans))and section44 (Rate of partner
servicepensionfor widows, widowersand non-illnessseparatedspouses).

Clsise95 amendssection45 (Rateof age,invalidity and carerservicepensions(war
widow and widower) to ensure that pharmaceuticalallowanceis notaddedinto the
servicepensionrate calculation processfor these“frozenrate” widows andwidowers.
The allowancewill bepaid to thesepensionersunder Part VIIA of the Act in addition
b@the “frozen” rateof servicepension.

Clause96 will amendsection 58A (Calculation of amount of fortnightly instalment)
to ensurethat wherepharmaceutical allowanceis addedinto the racecalculation
recessfor servicepension theminimum amount payablewill beequivalent to the
person’sfortnigbtiyrate of phannaceuticalallowance.

Clauses97 to 104will makeconsequentialamendmentstoPartVITA of the Principal
Act (Pharmaceuticalallowanceand advancepharmaceutical allowance)requiredasa
result of the incorporationof pharmaceuticalallowanceprovisions for service
pensionersinto PartIll of the Act.

Clances105arid 106 amend theindexationandadjustmentprovisionsof the Principal
Act to makenecessaryconsequentialamendmentstotheprovisionswhich increase
pharmaceuticalallowancein line with CPIincreases.

Explanationof thechanges

Rate calculator amendments

Pharmaceutical allowanceis to be addedto otherservicepensioncomponentsbefore
the application of the incomeand assetstests. The allowancewill remain asa
separate,readilyidentifiableamount,and will nor be incorporated into the maximum
btk rate, To achievethis it isnecessaryto amend the rate calculators included in
secdons4l,42,43and44ofPartllloftheAct.
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Forexample,amendmentsareto be madetothe ServicePensionRateCalculator
WhereThere Are No DependentChildren (section41). Theseamendmentswill:

inserta new step 2A into the Method statementin point41-Al to add
pharmaceuticalallowance(if any)to the maximumbasicrate andto the
component for rent assistance(where applicable) in order to calculatea
person’smaximum payment rate; and

include a new Module CA to beusedtowork out the annualamount(if any)
of pharmaceutical allowanceto be added into the calculation.

A description of the ~‘ointsin newModule CA in section41 follow.

Note that,whereaspharmnaceuticalallowancerates werepreviously specifiedin
lbrtnigbtly amounts,in order to incorporatethe amountsinto the rate calculation
processdescribedin the rate calculatorsthe amountshave been“annuallsed”.

Newpoint 41-CAl provides theeligibility criteriafor phannaceuticalallowancefor
servicepensioners. Pharmaceutical allowancewill not beaddedto the person’s
maximum basicrate if oneof the situations outlined in newpoints 41-CA2.41-CA3
and4l-CA5 apply. This waspreviouslyprovided for in section 118A.

Newpoint 4l-CA2 prohibits thepayment of pharmaceuticalallowanceif the person
is receivingpharmaceuticalallowanceunder the SocialSecurity Act. This was
previously provided for in subsection1188(2).

Newpoint 4l-CA3 furtherrestrictspaymentof pharmaceuticalallowanceif the
personhasreceivedan advancepharmaceuticalallowanceunder either the Principal
Act or under the SocialSecurityAct and the person’s advancepaymentperiodhasnot
ended. The advancepaymentperiod isdefinedin new point 41-CA4andstartson the
dayon which the advancepharmaceutical allowanceis paidandendsafter the
numberof paydayscoveredby the advancehaselapsed.This waspreviously
specifiedin section 1 18B.

Newpoint 41-CA5precludespaymentof phannaceuticalallowanceif the total
amountsreceivedby wayof pharmaceuticalallowanceandadvancepharmaceutical
allowancetotal the amountthatthe personisentitled to for that calendaryear. This
calculation includes amounts of pharmaceuticalallowanceor advancepharmaceutical
allowancereceivedunder the SocialSecurityAct (pew point41-CA). This was
previously specifiedin section 1181).

Newpoints 41-CA7and41-CA8specify the annualrates of pharmaceutical
allowancepayable to a persondependingon theperson’s personalcircumstances.
Thiswaspreviouslypmvided for in section 1 18C (asfortnightly rates).

Correspondingamendmentsare madeto the ServicePensionRateCalculatorWhere
There Are DependentChildren (section42) with the following exceptions:

the new Stepto be included in the Method statementwill be step3k and
the new Module to be inserted will beModule DA.
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Thesevariationsarenecessarybecausethis ratecalculatorincludesan additionalstep
to add in amountsfor dependentchildren.

The amendmentsarerepeatedfor theServicePensionRate Calculator for Blinded
Veterans (section43)- Step3A andModule DA - and for the ServicePensionRate
Calculator for Widows,Widowersand Non-illnessSeparatedSpouses(section44) -

Step2A and ModuleCA.

The method usedto include pharmaceutical allowancein the rate calculationprocess
will meanthattheamountisreadilyidentifiable asanadditionalamountaddedto the
maximumbasicrateof service pension. Therewill, therefore, not be any flow-on
effectto the calculation of patient contributions for nursing hor~esor in determining
rentalspayabletoStatehousingauthorities.Thepatientcontributionsandthe rental
chargesarebasedon the maximum basicrate plusthemaximumrateof rent
assistancepayableto the person.Pharmaceuticalallowanceis not includedin the
maximum basicrate.

Accessto advancepharmaceutical allowancepaymentsfor servicepensionerswill
continue to be provided under Division 2 of PartVITA of thePrincipal Act.

“Frozen rare” widow/ers

Amendmentsto section45of theAct will providethat “frozenrate” widowsand
widowerswill not have pharmaceuticalallowanceincludedin theratecalculation
processto determinetheirrateof servicepension.Pharmaceuticalallowancewill be
paidunderPartV11A of the Act to this categoryof pensionersin order to ensurethat
the allowanceispaid in addition to the “frozenrate”of servicepension.

Minimumpayment

Wherea person’s rate of servicepensionisreducedbecauseof the incomeor the
assetstests,the order of reductionof thevariouscomponentsis currentlyspecified
undersection40C. Thissectionwill be amendedto ensurethat pharmaceutical
allowanceis thelastremainingcomponentin thereductionprocess.

Currently,the minimum amountof servicepensionpayableafter theapplication of
the incomeand assetstestsis setat $1.00perfortnight (section58A). Thissection
will be amendedto provide that where pharmaceuticalallowancehasbeenadded into
the calculationof a person’s pensionrate andthe fortnightly rate of pension
determinedafter the application of the incomearid assetstestwould be lessthan the
person’s fortnightly rate ofpharmaceutical allowance,the rate of the fortnightly
instalment will be increasedto the fortnightly rate of pharmaceutical allowance.
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Persontakento bereceivingservicepension

Section36A of the PrincipalAct provides,in part, thateventhough a personmaybe
eligiblefor servicepensionthepensionis not “payable” if the person’s rate of service
pensionwould benil. This in effectmeansthat whereaperson’srateof service
pension,after theapplicationof theincomeandassetstests, isreducedto nil the
personisnot normally eligible for fringebenefitsetc. asthe personis no longer
“receiving” servicepension.

Underthearrangements nowproposedby this Bill, where an advancepharmaceutical
allowancehasbeenpaid to thepersonand theperson’s advancepaymentperiodhas
not elapsed,pharmaceuticalallowancewill notbeaddedinto thecalculationof a
person’sservicepensionrate. Consequently,a personwho isreceivingan incomeor
assetsreducedpensionmay, whereadvancepharmaceuticalallowancehasbeenpaid,
haveno entitlement to payment on a particularpaydayfor noreasonotherthanthe
fact that the personhasreceivedher/hispharmaceuticalallowanceinstalmentin
advance.

To ensurethat wherethis situationarisesthepersonis still consideredto be
“receiving” servicepension,andthereforeeligiblefor fringebenefitsetc., section36A
will beamendedto specify that servicepensionis consideredto be payable in such
circumstances.

Relatedconsequentialamendmentswill alsoberequiredto the remoteareaallowance
modulesof the rate calculators Generally,remote areaallowanceis notpayable if a
person’s rate of servicepensionwould otherwisebe nil. Thechangeswill allow a
personwhoserateis nil solelybecauses/hehasusedup her/hispharmaceutical
allowancelimit for thecalendaryear,to continuetoreceiveremoteareaallowance.

Consequentialamendmentsto PartVIJA

As pharmaceutical allowanceis alsopayable to person’s whoare notservice
pensioners,pharmaceutical allowanceprovisionswill berequiredto beretainedin
PartVITA of thePrincipal Act. Consequentialamendmentsto PartVITA will,
however,berequiredasaresultof the incorporationof theprovisionsrelatedto
servicepensionersinto Partifi of the Act.

Notably, section1 l8B (Pharmaceuticalallowancenotpayable in somecimumstances)
will be amendedto includea newsubsectionwhichwill specificallyprohibit the
payment of pharmaceuticalallowanceunderPartVITA wherethepersonis receiving
a servicepensionunderPartifi thatincludesanamountof pharmaceuticalallowance.

SubdivisionCof Division 2 of PartVITA (Amount of advance pharmaceutical
allowance)will also be amendedto takeaccountof the factthat pharmaceutical
allowancerateshavebeen“annualised”in Partifi to enableinclusion in the rate
calculation processbeforethe incomeandassetstest.

Other minor consequentialamendmentsare alsoincluded.
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Definitions

Newsection WA (Pharmaceutical allowanceandadvancepharmaceuticalallowance
definitions)providesa tool to be usedto calculatea notionalfoztnightlyamountof
pharmaceuticalallowancethat hasbeenpaid to apersonin orderto determine when a
personreachestheirannuallimit ofpharmnaceutical allowance. This iscompletely
independentof anycalculationrequiredtodeterminehowmuch moneytheperson
receiveson a particularpayday.

Ir4exation

Indention of pharmaceuticalallowancetakes placeon I Januaryeachyearto take
accountof increasesin thecostof living (identifiedby changesin the ConsumerPrice
Index). This iscurrentlyprovidedfor in sectionl98Eof thePrincipalAct. Therate
ofpharmaceuticalallowancewhich is currentlysubjectto indexation is the lower
formightly rate(payableto a personwhosepartneralsoreceivespharmaceutical
allowance). Thehigherrate(payableto a personwho is not a memberof a coupleor
who is a memberof a couplebut whosepartnerdoesnot receivepharmaceutical
allowance)is paidat twicethe lower rate.

Amendmentswhich arerequiredto incorporatepharmaceuticalallowanceinto the
rate calculation processmeanthat the lower rate of pharmaceuticalallowancewill no
longerbespecifiedin thePrincipalAct asa fortnightlyamount. Consequently,the
rates of the allowancespecifiedin PartsUI and VIIA will be “adjusted” in line with
the rate in the Social SecurityAct. Amendmentsto Division 21 of Part UI
(Indexation) will providefor this adjustment.

Commencement

Amendmentsrelating to the incorporation of pharmaceuticalallowanceinto the rate
calculatorsinPartlii of the Act commenceon 20March 1993(subclause2(2)).

All other amendmentscommenceon 1 January1993 (su~çlause2(4)).
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Division 11 - Roundingbasefor rent assistance

Summaryof proposed changes

Thisamendmentwill changethe roundingbaseusedfor the indexation of rent
assistance.This wifi correctan anomalyaffectingrent assistancefor service
pensionercouples.

Background

Ratesof rent assistanceare subjectto automatic six monthly indexation. Newrates
are worked outby multiplying the existingrates by an indexation factorand then
rounding off the result.

The rounding baseof $2.60for rent assistancewasoriginally selectedto ensurethat
fortnightly ratesof rent assistancewould alwaysbe a multiple of 10 cents. Thisdoes
not, however,takeinto account the fact that eachpartnerof a pensionercouple shares
rent assistance.As a result, the fortnightly rate of rent assistancefor eachmember of
a pensionercoupleis a multiple of 5 cents.

In the calculation of a personsfortnightly instalment of pension(including anyreat
assistancecomponent)the final amountis rounded to thenearest10 cents. As a
consequence,the total of the fortnightly ratesof rent assistancefor eachmemberof a
pensionercouplecanbe higher thanthe amountpayable to an individual.

Clausesinvolved in thechanges

Clause 107 amendssection59B (CPI Indexation Table).

Explanation of thechanges

Section5913 setsout the amountsunderPartIll of the Act which are to be indexedin
accordancewith increasesin the ConsumerPriceIndex (CPI). frem 3 in the TabLe in
subsection59B(l)provides for the indexation ofrent assistance.The current
rounding baseof $2.60(column 6) will be increasedto $5.20. Thiswill ensurethat
fortnightlyratesof rent assistancewill alwaysbe a multiple of 10 centsand that the
sameratesofrent assistanceapplyequally to all pensioners.

Commencement

Thesechangeswill commenceon theday of Royal Assent(subclause2(1)).
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Division 12- Attributedinterest

Summaryof proposedchanges

This amendmentwill clarify thedeemingrules relatingto bothdepositand available
money for a pensionercouple. A combineddeemingexemptionof $4,000will apply
irrespectiveof the distribution of savings betweenthe membersof thecouple.

Background

Division 8A of Part ifi of the Principal Act outlinesthe incomerules applicable to
personswith depositmoney (low interest accounts)and/or availablemoney(cash-on-
hand).

Under theserules,a person’sincomemoneyis thesum of theperson’savailable
moneyanddepositmoney in excessof $2,000that attractsinterestat a rate tower than
the assumedrate (currently 6% perannum). The personis thentakento receive
intereston the incomemoney assessedat the assumedrate. That interest is then
countedasincome for the purposesof the incometest.

Theserules apply to amountsof availableand/or depositmoney over$2,000per
person,irrespectiveof whetheror not thepersonis a member of a couple.

Currently,theserules havethe potential to disadvantagemembersof a couple
dependingonthe distribution of the availableanddepositmoney betweeneach
member of thecouple. For example, if one memberof thecouplehas$3,000of
incomemoneyand the other memberofthe couplehas$500of income money,
interestwill beattributed to theamount of incomein excessof $2,000for each
member of the couple- in thisexampleinterest would be deemedto be receivedon
$1,000. Under thechangesproposedby this amendmentthecouple in theexample
would not be deemedto receiveintereston any of their combinedincome money.

Clausesinvolved in the changes

Clause108 amendssection46W (Basicconcept- incomemoney and interest
received).

Explanation of thechanges

Subsection46W(2)outlines stepswhich showhow to work out which money is a
person’s incomemoney. Noteswill be insertedin the methodstatementto directthe
readerto newsubstantive provisionswhich will dealspecifically with the treatment of
the moneyof membersof a couple.
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Theprovisionswill benew nibsections46W(2A1. (2B) and(jZC). Thesenew
subsectionswill have the effect of equallydistributingthe available and deposit
moneyof a couple betweeneachmember of that couplefor the purposesof the
deemingrules.

Commencement

Thesechangeswill commenceon theday of Reyal Assent(subclause2(1)).
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Division13 - Incometestdtflnihons

Summary of proposedchanges

This amendmentwill exempt from the incometestanypaymentsfrom the Mark
FitzpatrickTrust to victimsof medically acquiredWV and AIDS.

Background

The Mark Fitzpatrick Trust was establishedin 1989by the Governmentwith a grant
of $13.2million to providespecialfinancialassistanceto peoplewith medically
acquiredREV infection and AIDS,or theirdependantsandcarers.Paymentsfrom the
Trustcan takethe form of lump sumsor periodicpayments.

As the legislationcurrentlystands,paymentsfrom theTrust would constitute income
for thepurposesof the incometest. In line with the Govemment’sintention when the
trustwasestablished,anamendmentis requiredto exempt suchpaymentsfrom the
incometest.

Clausesinvolvedin thechanges

Clause 209 amendssectionSN (incometestdefinitions).

Explanation of thechanges

SubsectionSN(S)of thePrincipal Act, which specifiesthat certainamountsare not
incomefor thepurposesof theAct, will beamendedto insertnew paragraph
5R(8Wxa)relating to paymentsfrom the MarkFitzpatrickTrust.

Commencement

Thesechangeswill commenceon the dayof RoyalAssent(subclause2(1)).
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Division14-Favounibledetermiiuthons

Summary of proposedchanges

This amendmentwifi provide that whena non-pensionerpartner of a service
pensionerdiesand theDepartmentbecomesaware of the deathwithin 4 weeksof the
dateof thedeath,the servicepensioner’sreassessedrate of pensionwill be payable
from the dateof the deathof the partner.

Background

The maximumrateof servicepensionpayableto a servicepensionerwho is a
memberof a coupleand whosepartneris not in receipt of eithera pensionor benefit
(asdefinedin subsectionSE(5)of the Principal Act) is the samemaximum rate asthat
which applies to a personwho isnota member of a couple. The application of the
income test,however,takesinto accountany incomeof a person’s parmer regardless
of whetheror not the partneris a pensioner.The servicepensioner’srate may
thereforebe reducedbecauseof the partner’s income.

In the eventof the deathof thenon-pensionerpartner,the rate of servicepension
payable to the survivorwill not be affectedunlessthe non-pensionerpartner was
receivingsomeform of income.

In this situation, on thedeathof the partnersubsection56(3(2)only provides
authorisationto increasethe servicepensioner’srate from thepayday after the thy the
personnotifies the Departmentof hisor her partner’s death. Where the deceased
personwasnot a pensioner,but hadincomewhich wasbeing takeninto accountin
the assessmentofthe rate of pensionpayable to the pensionerpartner,the surviving
pensioneris disadvantagedby this provision. The person nolongerhas the benefitof
the partner’s incomeandyet still receivesa lowerpensionrate which assumesthat
thismoneyis available.

Clausesinvolved in the changes

Clause110 amendssection56(3 (Dateof effectof favourable determination).

Explanationof the changes

A new subsection56G(2C)wifi be insertedinto the PrincipalAct to specifically
providethat if a non-pensionerpartnerof a servicepensionerdiesand the Department
is notified or otherwisebecomesaware of the partner’sdeath within 4 weeksof the
date of thatperson’sdeath, a favourable determination madeto reassessthe rate of
servicepensionpayablewould be effectivefrom thedateof deathof the partner.
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Commencement

Thesechangeswill commenceon the day of Royal Assent(subclause2(lTh
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Division IS - Savingandininsitional

Rentassistance(changesintroducedon 20 March 1993)

Summary of proposedchanges

Division 5 of this Part 4 providesfor rent assistancereforms. This savings provision
will compliment thesereforms. It will ensurethat servicepensionersreceivinga rate
of rent assistance,prior to the introduction of the reforms, will be protectedfrom a
lesserrate of rent assistanceunder the reforms.

If the new rate of rent assistancecalculatedunderthe rentreforms is lessthan the rate
assessedbeforethe introduction of the refonns, the pensioner’srate of rent assistance
included in the calculation of theoverall rate of servicepensionwill be frozenat the
ratepayableprior to the reforms. The savedamount will not beprotected from
fluctuations in the person’sordinary income and assetswhich will have their usual
effect in calculating theperson’s overallrate of servicepension.

Clausesinvolved in thechanges

Clause Ill will containthe savingsprovision.

Subclause111(11would provide that the savingsprovision applies to a personwho

was in receiptof servicepensionprior to 20March 1993where:
the person’s servicepensionincludedarent assistancecomponentand

• the savingsprovision hascontinuedto apply to the person.

Subclause111(2)would extendthesavingsprovisionto a personwherethereis a
decision,after20March 1993,which retrospectivelyentitlesthe personto rent
assistanceprior to 20 March 1993.

Subclause111(3)would extend the savingsprovision to a personwho had saved
statusunder the SocialSecurityAct1991 andcommencedto receiveservicepension
under the Veterans’EntitlementsAct1986after 20 March 1993.

Subclause111(4)would describe a person’s “floor amount”. It is the amountof rent
assistancethat is includedin theperson’s servicepensionassessmentprior to the
application of the incomeand assetstests. Thisrate isthe amount assessed
immediately before 20March 1993. Thisdefinition is qualifiedby newsubclauses
(7) to (9) which describesituations where a person,who is coveredby this savings
provision, subsequentlybecomesa memberof a couple.

Subclause111(5) would providethecircumstanceswherethe savingsprovision no
longer applies to a person.Theseareif the person:
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ceasesto be eligible for servicepension;or

ceasesto be eligible for rent assistance;or

• would receiveanequalorgreateramountof rentassistanceunder the assessment
rules in force after2oMarch 1993; or

• hasa changein his/hercircumstancesthat the Commissionconsiderswould affect
the amountof rent assistancepayable.

The Commissiondiscretion in paragraph11 1(5)(d) would cover situations where the
person
movesto considerablycheaperaccommodationand the amountofrent the person
payswould entitle him/her to a much lower rate of rent assistance.

Subclause111(6) would allow the Commission to reinstate a person’s statusunder
this savingsprovision if the Commissionconsideredthat the person’scircumstances
warrantedsuch treatment.

If, other thanthis subclause,the savingsprovision would ceaseto apply to the person,
the Commissioncanreinstate thepersonunder thesavings provision if:

• thecessationwaswithin 42daysor a longer period asdeterminedby the
Commission; and

• theCommissionconsiders thatthe changein the person’scircumstancesis such
that the savingsprovision shouldcontinue to apply to the person.

Thisprovision would allow eachcaseto be consideredbut would alsoaddress
anomaloussituations where ordinarilythe savings provisionwould nolonger apply to
the person.

For example,if a servicepensionerreceivingrent assistancetakesan overseasholiday
the personno longermeetsthe eligibility criteria for rentassistance.(Point41-C2of
the Veterans’EntitlementsAct 1986 illustrates thiscriteriaand,in part, requiresthe
personto be in Australia.) If that personweresomeoneto whom this savings
provisionapplies,paragraph(b) of new subclause(5)would operateto cancelthe
person’ssavedstatus.In thiscase,the Commissionwould consider the duration of
the person’sabsencefromAustralia and the typeof accommodationthepersontakes
up on returningto Australia, to assesswhethernew subclause(6) should apply.

Subclauses111(7)to 111(9)would providea qualificationon theassessmentof the
person’s“floor amount”(calculatedundernew subclause(4))wheretheperson
becomesamemberof a pensionercouple.
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Factorsthat would affect the person’s floor amountwill be:

whetherthe person’spartner is alsocoveredby a savingsprovision (under the
Veterans’EntitlementsAct 1986or the SocialSecurityAct 1991);and

if the partneris receivingan amount of rent assistanceprovided for by the savings
provision, which floor amount is thehighest (theperson’s or the persons
partner’s).

Commencement

This amendment will commencefrom 20 March 1993(subclause2(7)).
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PARTS- FURThER AMENDMENTS
This Partof the Bill provides for consequentialand minor amendmentsto bemade to

the following Acts:

• the Veterans’EntitlementsAct 1986;

• the Seamen’sWarPensionsand AllowancesAct1940; and

• the SocialSecurityAct 1991.

The amendmentsare containedin two Schedules.ScheduleI provides for increases
in the rates of remote area allowanceandSchedule2 provides for otherconsequential,
minor and technical amendments.
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SCHEDULE 1- AMENDMENTS OFTHE VETERANS’ ENTiTLEMENTS
ACT 1986RELATING TO REMOTE AREA ALLOWANCES

Summaryof proposedchanges

Theamendmentsin this Schedulewill providea 25% increasein the two baseratesof
remoteareaallowance.

Background

Remoteareaallowanceis anadditionalamountpaid to servicepensionersas
compensationfor the higher living costsincurredin isolatedparts of Australia.

The allowanceiscurrently paidat three rates;
$12.00per fortnightfor eachmemberofa pensionercouple;
$14.00perfortnightfor a pensionerwhois not a member of a pensionercouple;
and
anadditional$7.00perfortnight for eachdependentchild of the pensioner.

Explanationof the changes

Therates ofremoteareaallowancearcspecifiedin the following provisions:
Table0 of point 41-02;
TableH of point 42-112;
Table Bofpoint 43-E2; and

• Table Gof point 44-02.

The amendmentswill increasethe two baserates of the allowanceto:
$15.00per fortnight foreachmemberof a pensionercouple;and
$17.50perfortnight for a pensionerwho isnot a memberof a pensionercouple.

The additionalallowancepaid in respectof dependentchildren will notbe increased~

C minencement

This amendmentwill apply from I January 1993(subclause2(4)).
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SCHEDULE 2- CONSEQUENTIAL, MINOR AND TECHNICAL
AMENDMENTS

Patti - AmendmentsCommencingOnRoyatAssent

Amendmentsin this Partall commenceon the dayof Royal Assent. The amendments

can be categorisedasfollows:

• amendmentsto correctminordraftingerrors;

• amendmentsto correct unintentional consequencesarising from the Veterans’
EntitlementsAmendmentAct 1991which providedfor the “plain English”
rewrite of Part ILl of the Veterans’EntitlementsAct 1986;

• drafting enhancementsconsistentwith the “plain English” style; and

• amendmentsrequiredtoclarify (hemeaningof aprovisionwheretheintention

of that provision is not clear.

Of theseamendmentsfurther commentwill only be made on the final categoryof

amendment- thoseto clarify the meaningofcertain provisions.

The first of theseamendmentsis tothedefinition of “cashntaintenance”in section5K
(Maintenanceincomedefinitions). The amendmentwill clarify that a cash
maintenancepayment is a periodicpaymentreceivedby a personor a dependentchild
of theperson,or is an amount of $1500or lessthat ispaid asmaintenance. Periodic
paymentswill alsobe definedto meanpaymentsthat areone in a seriesof related
payments,evenif the paymentsare irregularin time andamount,or making up for
arrearsin payment.

The other amendmentrequiredfor clarification purposeswill be madeto section135
of the Veterans’ Entitlements Act. This amendmentwill clarify the jurisdictionof the
Veterans’ Review Board. TheAct provides that, where the Repatriation Commission
hasrevieweda decision under section 31 of the Act, the Commissionmay:

• affirm the decision;
• vary the decision;
• revokethe decision;or
• revokethedecision and substitute a new decisionin its place.

The amendmentsto section 135 will make it clear that the Veterans’ ReviewBoard
has jurisdiction to review:

• thedecisionof the Commissionas varied;
• thedecisionof theCommissionto revoke the original decision;or
• the new decisionof theCommissionsubstituted for theoriginal decision.
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Part 2- AmendmentsCommencingOn) July 1991

The amendmentsin Part2 of Schedule2 will commenceon 1 July 1991. These
amendmentsprovide:

• for amendmentto sections205,205AA and 205Bof the Veterans’
Entitlements Act to include a referenceto theSocialSecurityAct1991 in
addition to the SocialSecurityAct 1947- this isrequiredas a consequenceof
theenactmentof the SocialSecurityAct1991 on 1 July 1991; and

for the insertion of newsubsectionsinto theSocialSecurityAct 1991 to
provide the pension limitation for an “armed serviceswidower” to correspond
to similar provisions which apply for “armed serviceswidows’. These
amendmentswereinadvertently overlookedwhen repatriation benefits were
extendedto the dependentsof female veteransby the Veterans’Affairs
LegislationAi’nendmentActl99lin 1991.
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Part3-AmendmentsCommencingOn1 July1991,ImmedIatelyAfter The
CommencementOfThe Veterans’EntitlementsAmendmentAct1991

Theamendmentsincludedin Part3 of Schedule2 will correct unintentional
omissionsarisingfrom the “plain English” rewrite of Partm of the Veterans’
EntitlementsAct 1986-enactedby the Veterans’EntitlementsAmendmentAct1991.

The amendmentsrelateto:

• the dateof effectof a favourable determinationfollowing thedeathof a
pensionerpartnerof a servicepensionerwherethe survivingpensioneris
either notentitled to bereavementpaymentsor electsnottoreceivethe
bereavementpayments; and

• remoteareaallowance- toclarify that theallowanceis notpayable if a
person’srate of servicepensionis nil; and

• the reinstatementof “disposal limit” provisionsin relationto thedisposalof
assetsdisposedof prior to 1 ManTh 1991 which wereinadvertentlyomitted.
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Part4-AmendmentsCommencingOn1 January1993,ImmediatelyAfter The
CommencementOf TheSocialSecurity(Family Payment)AmendmentAct1992

The amendmentscontainedin Fart4of the Scheduleare consequentialterminology
changesrequiredasa resultof the introductionof the newfamily paymentstructure
under the SocialSecurityAct. Thenew family payment structure will commenceon
1 January 1993.

Printed by Authority by the Commonwealth Government Printer

47







(

4





1UfthIIH1OJ1Jil~~I
9 780644 418348


