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General outline and financial impact

AMENDMENT OF THE MEDICARE LEVY ACT 1986

Medicare levy rate increase and increases in low income
thresholds

TheMedicareLevyAmendmentBill 1995:

• increasesthe rateof Medicarelevy from 1.4%to 1.5%

• raisesthe low incomethresholdsfor individuals,marriedcouplesandsole
parents.Personswith a taxableincome(or family income)belowthe
Medicarelevy low incomethresholdsarenot requiredto paythe levy.

Dateof effect: 1 July1995

Proposalannounced: 1995-96Budget,9 May 1995

Financial impact: Thebenefitto revenueof the increasein theMedicarelevy
is estimatedto be $230million in 1995-96,$240million in 1996-97,
$260million in 1997-98and $280million in 1998-1999.Theestimatedcost
of raisingthe low incomethresholdswill be$10 million in eachof theyears
1995-96,1996-97,1997-98and 1998-99.

Compliancecostimpact: Thereareno additionalcompliancecostsfor
taxpayersgenerally.Additionalup front compliancecostswill be incurredby
employerswhentheyadjusttheir payrollsystemsto takeinto accountthenew
ratesforPAYE purposes.

Technical amendment

Makesa minorteclmicalamendmentto theAct to correcta consequential
amendmentwhich hadbeenoverlookedwhentheMedicarelevy ratewas
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Generaloutlineandfinancial impact

increasedfrom 1.25%to 1.4%from 1 July 1993.Theamendmentreduces
liability for the levy by increasingtheupperthresholdamount for the
paymentof theMedicarelevy by trusteesof certaintrustestatesfor theperiod
1 July 1993 to 30 June1995.

Date ofeffect: 1 July1993 until 30 June1995

Proposalannounced: Not previouslyannounced

Financial impact: Nil

Compliancecostimpact: Themeasurewill haveno impacton compliance
costs.

AMENDMENT OF THE FRINGE BENEFITS TAX ACT 1986

Fringe benefits tax rate increase

The FringeBenefitsTax AmendmentBill 1995 increasesthe fringebenefits
tax ratefrom 48.4%to 48.475%effectivefrom 1 April 1995 with a
subsequentincreasein theratefrom48.475%to 48.5%effectivefrom 1 April
1996.

Dateof effect: 1 April 1995(for increaseto 48.475%)and 1 April 1996(for
increaseto 48.5%)

Proposalannounced: 1995-96Budget,9 May 1995

Financial impact: The benefitto revenueis estimatedtobe$5 million in

eachof the fringebenefitstax years1995-96,1996-97,1997-98and 1998-99.

Compliancecostimpact: Thecompliancecosts impactsof this measurewill
be negligible.

2



Chi~p~r

7 Medicare levy rate increase and

~ increases in low income thresholds

Overview

1.1 The MedicareLevy AmendmentBill 1995 will amendthe
MedicareLevyAct 1986 (theAct) to increasetherateof theMedicarelevy
andraisethe low incomethresholdsfor individuals,marriedcouplesand
soleparents.It will alsomakeaminorteclmicalamendmenttothe Act to
makea consequentialamendmentwhich wasoverlookedwhentherate
was changedfrom 1 July 1993.

Summary of the amendments

Purpose of the amendments
1.2 Theamendmentswill:

• amendsection6 of theAct to increasethe Medicarelevy rate
from 1.4%to 1.5%;

• amendsections7 and8 of theAct to raisethe low income
thresholdsfor individuals,marriedcouplesandsoleparents;

• amendsubsection7(4)of the Act to increasefrom $443 to $447
theupperlimit thresholdfor trusteesof certaintrustestatesliable
to paytheMedicarelevy for theperiod 1 July1993 to 30 June
1995.

Date of effect
1.3 The amendmentto theMedicarelevy rateandthe low income
thresholdswill apply from 1 July 1995.Theminortechnicalamendment
will haveeffectfor theperiod 1 July 1993to 30 June1995.
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MedicareLevyAmendmentBill 1995

Background to the legislation

Medicare levy rate
1.4 Underexistinglawthe Medicarelevy is assessedata rate
prescribedin the Act. Thereis provisionfor separateprescriptionof the
rateof levy payableby:

• individual taxpayers;

• the trusteeofatrustestateon trust incomeassessableunder
section98 ofthe IncomeTaxAssessmentAct 1936 (ITAA).
Trusteesareliableto beassessedundersection98 wherea
beneficiaryis presentlyentitledto the incomebutundera legal
disability, for exampleinfancy.

• thetrusteeofatrustestateon trustincomeassessableunder
section99 or 99Aof the ITAA. Underthosesectionsatrusteeis
assessableon trustincometo which no beneficiaryis presently
entitled.

Low income threshold and shading-in of full levy rate
1.5 TheAct makesprovisionfor individualsandcouplesbelow
certainlevelsof taxableincome(or family income)to be exemptfrom the
levy. Thethresholds,basedonpensionlevels,associatedincometestfree
areasandincomelimits, havethe objectiveof exemptingfromliability for
theMedicarelevypersonswho wouldhavebeenentitledto freemedical
careprior to the introductionof Medicare.Exceptfor trusteesassessed
undersection99A of the ITAA, the full rateoflevy is shaded-infor a
limited rangeabovethe low incomethresholds.

Technical amendment
1.6 Subsection6(3)oftheAct specifiesthe rateof Medicarelevy
payableby the trusteeof atrustestateuponthenet incomeofthe trust
assessedundersection99or 99A of the ITAA. Subsection7(3)of theAct
specifiesalowerthresholdof $416for thenet incomeassessedunder
section99 forwhich no Medicarelevy is payable.Subsection7(4)of the
Act providesanuppershading-inthresholdfor thepaymentof the full rate
ofthe levy by the trusteeassessedundersection99.Theupperlimit of the
thresholdis calculatedwith referenceto theshading-inrateof 20%ofthe
excessoverthe levy thresholdandtherateof the levy payableby atrustee
pursuantto section6 of theAct.

1.7 TheMedicareLevyAmendmentAct (No.2)1992amended
section6 of theAct to providethatthe rateof theMedicarelevy wouldbe
increasedto 1.4% in respectofthe financialyearcommencingon 1 July
1993andsubsequentfinancialyears.Howevertheconsequential
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Medicarelevyrate increaseandincreasesin low incomethresholds

amendmentto theupperthresholdamount in subsection7(4)was
overlookedat thattime.

Explanation of the amendments

Medicare levy rate

1.8 TheBill proposesto amendthe threesubsectionsof section6 of
theAct, correspondingto the threegroupsof taxpayersliable to paythe
levy, by omitting 1.4%’ and substituting1.5%. Thiswill increasetherate
of Medicarelevypayableby thosetaxpayersfrom 1.4%to 1.5%[item 1 of
Schedule2]. Thisamendmentandtheotheramendmentsin theBill are
containedinclause3 of the Bill, with details containedinSchedulesto
theBill.

Low income thresholds and shading-in of full levy rate

1.9 Thethresholdfor individualsand coupleswill be increasedfor
1995-96andsubsequentfinancialyears.

1.10 Section7 of theAct exemptsindividualson incomesat or
belowthe low incomethresholdfrom any liability for theMedicarelevy.
It alsoshadesin the levy for thoseindividual taxpayerswith taxable
incomeswithin a certainrangeoverthethreshold.

1.11 Thelevel of thisthreshold(subsection7(1)of theAct) is to be
increasedfrom$12,688to $12,870.[Item 2ofSchedule2]

1.12 Theshading-inrangewill be amendedfor individual taxpayers
sothat a reducedlevywill bepayableif the taxableincomeexceeds
$12,870butdoesnotexceed$13,913.[Items 3 and4ofSchedule2]

1.13 Item 5 ofSchedule2 increasesthe uppershading-inthreshold
amountfrom $447to $450 for thepaymentof theMedicarelevy by a
trusteeof atrustestateassessedundersection99.

1.14 Section8 of theAct exemptsfrom theMedicarelevy aperson
who hasafamily if two conditionsaresatisfied,namely:

the personis marriedor in a defacto relationshipon the lastday
of theyearof income;or

the personis entitledto a soleparentrebateor arebatefor a
housekeeperinhisor herassessmentin respectof a yearof
incomeandthe family income(that is, the taxableincomeofthe
personplusthat of his orherspouse,if any)in relationto the
persondoesnotexceedthe family incomethresholdin relationto
that person.
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MedicareLevyAmendmentBill 1995

1.15 The level of the ‘family incomethreshold’for ataxpayeris tobe
increasedfrom $21,366to $21,718[item 8ofSchedule2]. The level of
that thresholdfor ayearof incomewill continuetobe increasedby a
further$2,100foreachdependentchild or student.(Thechild or student
mustbeonein respectof whom the taxpayerorspousewould havebeen
entitledto adependantrebatein that yearhadthoserebatesbeen
continued.)

1.16 Subsection8(2) ‘shadesin’ the full rateof the levy payableby a
couple,ora soleparent,wherethe coupleorsole parentis notentitledto
exemptionfrom the levy becausethe family incomeexceedsthe family
incomethresholdby a smallor moderateamount.In suchcircumstances
theamountof levy otherwisepayableby the taxpayeristo be reducedin
accordancewith the formulaspecifiedin the subsection.Theeffectof the
subsectionis to limit the levypayableby the taxpayerto 20percentof the
amountof family incomewhich exceedsthe family incomethreshold.

1.17 Theincreasein the rateof levy makesnecessarytheamendment
of figuresusedin theformulato ensurethat the formulacontinuesto give
the intendedresult.Thiswill be achievedby omittingfrom the formulain
subsection8(2) ‘0.186’ andsubstituting‘0.185’ andomitting ‘1.4%’ from
thedefinitionofcomponentA of the formulaandsubstituting‘1.5%’.
[Items6 and 7 ofSchedule2]

1.18 Subsection8(6)oftheAct placesarestrictionon increasingthe
‘family incomethreshold’on accountofcertaindependantsin respectof a
yearofincome.Therestrictionappliesonly wherethe taxpayerwasnota
marriedpersonon the lastdayofthe yearof income.In these
circumstancesthe ‘family incomethreshold’is not increasedon accountof
a dependantunlessa family allowancewaspayableto the taxpayerin
respectof thedependant.The ‘family incomethreshold’is to be increased
in this subsectionfrom $21,366to$21,718.[Item 9 ofSchedule2]
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Medicarelevyrate increaseandincreasesin low incomethresholds

1.19 The 1995-96low incomethresholdsandshading-inrangeswill
thereforebeasshown in the following table:

Categoryof
taxpayer

No levypayableif
taxable income(or
family income)does
not exceed

(Previousfigures)

Reducedlevyif taxable
income(or family
income)is within the
range(inclusive)

Ordinaryrateof levy
payablewheretaxable
income(or family
income)exceeds

(Previousfigures)
Individual
taxpayer

$12,870 ($12,688) $12,871-$13,913 $13,913 ($13,643)

Married
taxpayer*with
thefollowing
numberof
children

(family income) (family income) (family income)

None $21,718 ($21,366) $21,719-$23,478 $23,478 ($22,974)
1 $23,818 ($23,466) $23,819 -$25,749 $25,749 ($25,232)
2 $25,918 ($25,566) $25,919 - $28,019 $28,019 ($27,490)
3 $28,018 ($27,666) $28,019-$30,289 $30,289 ($29,748)
4 $30,118 ($29,766) $30,119-$32,560 $32,560 ($32,006)
5 $32,218 ($31,866) $32,219-$34,830 $34,830 ($34,264)
6 $34,318** ($33,966~~)$34,319** $37,100*** ($36,522)***

* or taxpayerentitledto a soleparent,child/housekeeperorhousekeeperrebate.

** add$2,100for eachextrachild

add$2,270for eachextrachild previously$2,258.

1.20 Theamendmentswill apply for the financialyearcommencing
on 1 July1995 andall lateryears.[Item 10ofSchedule2]

Technical amendment
1.21 TheBill proposesto amendtheAct to increasethe upperlimit
oftheshading-inthresholdfor thepaymentof the levy by the trusteeof a
trustestateassessedundersection99 for the 1993-94and 1994-95
financialyears.

1.22 Thisamendmentwasoverlookedwhenthe ratechangedfrom
1 July 1993.Becauseof thisandbecausethe intentionof the law was
clear,theCommissionerof Taxationhasbeenapplyingthe increased
thresholdof $447 in relevantassessmentsto thebenefitof thosetaxpayers.
Consequentlyneithertaxpayersnor therevenueshouldin factbe affected
by this amendment.

1.23 Item 1 ofSchedule1 increasestheupperlimit of thephasing-in
thresholdfrom $443to $447.Theamendmentwill apply for the financial
yearscommencingon 1 July1993 and 1 July 1994 fitem 2ofSchedule1].
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Fringe benefits tax rate increase

2.1 The FringeBenefitsTax AmendmentBill 1995 will amendthe
Fringe BenefitsTaxAct 1986(theAct) to increasetherateof fringe
benefitstax (FBT).

Summary of the amendments

Purpose of the amendments

2.2 Theamendmentswill amendsection6 oftheAct to increasethe
rateof tax from 48.4%to 48.475%for theFBT yearcommencing
1 April 1995.From 1 April 1996andall laterFBT yearsthe ratewill be
48.5%.

Date of effect

2.3 Theamendmentto increasetherateto 48.475%will apply from
1 April 1995.Theamendmentto increasetherateto 48.5%will apply
from 1 April 1996.

Background to the legislation

2.4 Therateof FBT is setby section6 of theAct. It imposestax in
respectof thevalueof certainfringebenefitsprovidedin respectof the
employmentof employees.

2.5 The FBT rateisto beadjustedin line with thechangefrom
1.4%to 1.5% in theMedicarelevy ratefrom 1 July 1995.However,to
avoid two differentratesin the 1995-96FBT yearof tax,the rateto apply
to theyearcommencing1 April 1995will bea compositerateof
48.475%. From 1 April 1996and all laterFBT yearsthe ratewill be
increasedto 48.5%.

Overview

9



Fringe BenefitsTaxAmendmentBill 1995

Explanation of the amendment

2.6 Theamendmentsin theBill arecontainedinclause3. Details
of theamendmentsarein theSchedulesto theBill.

2.7 TheBill proposesto amendsection6 oftheAct by increasing
the FBTratefrom ‘48.4%’ to ‘48.475%’[item I ofSchedule1]. This
amendmentwill apply to theFBT yearof tax beginningon 1 April 1995
[item 2ofSchedule1].

2.8 TheBill further amendssection6 of theAct by increasingthe
FBT ratefrom ‘48.475%’ to ‘48.5% [item 1 ofSchedule2]. This
amendmentwill apply to theFBT yearof tax beginningon 1 April 1996
andall laterFBT years[item 2 ofSchedule2].
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