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GOVERNMENT AMENDMENTS TO THE STUDENT AND YOUTH
ASSISTANCE AMENDMENT (YOUTH TRAINING ALLOWANCE) BILL

1995

(Amendmentsand clausesto bemovedonbehalfof theGovernment)

OUTLINE

TheAmendmentswould makechangesto Schedule4 of theBill, whichwould amend
the compensationrecoveryprovisionsinDivision 12 ofPart 8 ofthePrincipalAct in
relationto thefollowing:

ensuringthatpaymentsto a person’spartnerof supersededpaymenttypesunder
theSocial Security Act 1991 arecoveredby thecompensationrecoveryprovisions;

removethe requirementthata personbequalified for a “compensationaffected
payment”beforethe compensationrecoveryprovisionscanoperate.

TheAmendmentswould alsomakeprovisionin relationto paymentsof youthtraining
allowancemadebeforethe commencementofthe amendmentsproposedin Schedule
11 ofthe Bill, wherethe paymentsweremadeat a ratecalculatedusingtheloanfringe
benefitprovisionsoftheparentalincometest.

FINANCIAL IMPACT

TheAmendmentswill not havea significantfinancialimpact.
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NOTES ON AMENDMENTS

AmendmentNumber1

This Amendmentwould amendClause2 oftheBill sothat the Schedules2, 3 and4 to
theBill, which would amendthe compensationrecoveryprovisionscontainedin
Division 12 of Part 8 of thePrincipalAct (including provisionsrelatingto periodicand
lump sumcompensation),would commencetogetheron 1 July 1995.

AmendmentNumber2

ThisAmendmentwould omit Schedule4 totheBill and substitutea new Schedule4.

New Items 1, 2, 4, 7, 8, 19 and 20 omits thewords ‘is qualified for” and substitutes
“claims or receives”invariousprovisionsof Division 12 ofPart 8.

ThecompensationrecoveryprovisionsinDivision 12 ofPart 8 of theAct seekto
avoid dualpaymentsofincomesupportandcompensationin certaincircumstances.
Currentlytheprovisionsrequirea personto bequalified for a youthtraining allowance
beforetheycanoperate.

Therefore,adecisionmustfirst bemadeas towhetheror not apersonis qualified for
the payment. Thisis thecaseeventhoughit maybeobviousfromthe person’s
circumstancesthat he or shewill beprecludedfrom paymentbecauseofthe
compensationrecoveryprovisions. Thusa claimantfor theallowanceandthe
Departmentare eachput to the inconvenienceand costof qualificationassessmentfor
no practicalpurpose.

Thepreferredapproachwouldbethat thecompensationrecoveryprovisionsapply
appliedto a personwho hasclaimeda payment,aswell asto a personwho is receiving
a payment. In this way, the person’sclaim couldberejected if paymentswould be
precludedunderthecompensationrecoveryprovisions,withouthavingto reacha
conclusiononthe person’squalificationfor payment.

Accordingly, replacingtheterm” qualified for” asit is usedin thecompensation
recoveryprovisionswith theterm “receivesor claims” addressesthemain issueby
enablingtheprovisionsto beappliedto apersonwho hasclaimeda paymentwithout
havingto assesshis or herqualification. Usingtheterm“receives”hastheadded
advantagethat it morecorrectlytargetsthepeoplewho shouldbecovered. A person
who is qualified for paymentmay notactuallyreceiveit becauseit maynotbe payable
to him or her. A personin thesecircumstancesshouldnot becoveredby the
compensationrecoveryprovisions. New Items3, 5 and 6 makeconsequential
changesto section227 asa consequenceof thechangesmadeby new Items2 and4.

New items9 and 10 makechangesto sections229 and233. Theseprovisionscontain
specificcompensationrecoveryrules,oftenin theform of extensiveTableslisting
compensationaffectedpaymentswhich maybereceivedby thepartnerof a person
receivingyouth trainingallowance.
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Theprovisionsin thoseTablesarenowbeingreplacedwith text descriptionsof how

t therules operateandthepaymentreferencesin therespectof aperson’spartnerare
generallybeingreplacedwith theterm “compensationaffectedpayment”to makesure
all supersededandcurrentpaymenttypesundertheSocialSecurityAct 1991 are
covered. In other respects,thecurrenteffectof thoseprovisionsis preserved
(althoughtheyare sometimesalsoamendedto includeelementsof otherinitiatives
coveredby this newSchedule4 andexistingSchedules2 and3 to theBill).

NewItems 13 and 17 replacereferencesto “person,benefitor allowance”with
“compensationaffectedpayment”to similarlyensureall supersededand current
paymentsundertheSocialSecurityAct 1991are covered.

Newitem 11 insertsaNote attheendof section234 directingthereaderto section8
of the Social SecurityAct for thedefinition of “ordinary income” which appliesto the
youthtraining allowanceprovisionsby virtue of section57 ofthePrincipalAct.

Newitems12 and14, 16 and18 amendsections237 and 243 respectively. Section
237 stateshow to work out recoverableamountsthatare specifiedin a noticeto a
compensationpayerwhile section243 doesthe samein relationto noticesto insurers.
The Amendmentsreflecttherule thata person’scompensationdoesnotaffectthebasic
componentofparentingallowancepayableto a person’spartnerundertheSocial
SecurityAct 1991.

New item 15 is a technicalamendmentconsequenton thechangesalreadyproposedto
be madeby Schedule3 of theBill.

AmendmentNumber3

ThisAmendmentwould amendSchedule11 to theBill to adda new item2 relating to
paymentsof youthtrainingallowancemadebeforethecommencementof theSchedule
wherethe paymentsweremadeat a ratecalculatedusingthe loan fringebenefit
provisionsof theparentalincometest.

Part 8 of theAct dealswith Youth TrainingAllowance (‘Allowance’). Section135(1)
providesthat therateof a person’sAllowanceis to beworkedout in accordancewith
Schedule1. Schedule1 contains,at ModuleA ofPart2, anoverallstatementof the
methodof calculatingthe rateofAllowance. Thatmethod,briefly, involvesthe
calculationoftheperson’s‘maximumpaymentrate’, theapplicationof anassetstest
andthe subtractionfrom themaximumpaymentrateof certaindeductions.If the
‘parentalincometest’ appliesto theperson(i.e. if thepersonis not ‘independent’,one
ofthe deductionsis a‘reductionfor parentalincome’ (Step 8 of themethodstatement).

Theparentalincometestis set out atModuleF of Part2 of Schedule1 andinvolves
the additionofthe person’s‘combinedparentalincome’and‘combinedparentalfringe

~ benefitsvalue’ for the ‘relevantaccountingperiod’ (cl.F1). Thelattervalueisbasedon
the ‘fringe benefits’receivedby theperson’sparentsduring therelevantperiod(cl.F11).
Those‘fringe benefits’include,interalia, a ‘loan benefit’ within the meaningofPart 5
of Schedule3 (cl.F12): thevalueof a loanbenefitis thevalueworkedout in
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accordancewith ‘therelevantprovisions’ of Schedule3. The‘relevant accounting
period’ is generallythetwelvemonthperiodendingon thelast 30 Junebeforethe
calendaryearin which thecalculationtakesplace(seeci. F4 andthedefinition of
‘accountingperiod’ in cli), so that,if a ratedeterminationis madeduring 1995, the
parentalincometestis appliedon thebasisof parentalincomeandfringebenefitsfor
theyearending30 June1994.

Thevalueofthe loanbenefit (if Step6 of themethodstatementfor calculatinga loan
benefitapplies)is a functionofthe rateof interestobtainedin Step6, the amountof
the loanand the ‘numberof allowableweeks’ (seeSteps7-11). Theresultisthat, if a
parentofthe personreceivingallowancehasbeengranteda loanat lessthanthe
‘notional rateofinterest’, thebenefitderivedfrom the interestratediscountis brought
into thecalculationof theperson’srateallowancein thesamewayas parentalincome.
The‘notional rateof interest’is ‘the rateprescribed’for thepurposesof
para.16(2)(a)(fora housingloan)or (b)(for a loanof anyotherkind.)

No rateshavebeenprescribedfor thepurposesof Clause16(2)of Schedule3.
Schedule11 would replacecl.16(2)with provisionssettingout notionalratesof
interestfor the ‘fringe benefitsyears’ ending31 March 1994(newcl. 16(2))and31
March 1995(newcl.16 (2A)). (Thespecificationof notionalratesfor periodsprior to
1 January1995 (whenPart 8 of theAct commenced)is necessarybecausethose
periodscoverthe ‘relevantaccountingperiod’ for theparentalincometestin rate
determinationsduring 1995.) Newcl. 1 6(2C) and (2D) would provide for the notional
ratein futureyearsto bea ‘market rateof interest’,whichwould bethe lowest variable
ratefordeterminationby theMinister. If aregulationhadbeenprescribed,therates
prescribedwould havebeenthesameas theratesnow insertedby Schedule11.
Advice fromthe Attorney-General’sDepartmentis to theeffectthata Courtwould
seekto give effectto the parentalincometestprovisionsby giving aninterpretation
whichis consistentwith thebeneficialcharacterof the legislationandin favourof
thosepersonsintendedto benefitfromthelegislation. ThatDepartment’sadviceisthat
Parliamentwould be takento haveintendedthata personreceivingyouthtraining
allowancewould beentitledto havethe rateofthatallowancecalculatedonthebasis
of parentalincomethatdoesnot includeany loanbenefit,unlesstheExecutive
activatesclause16(1)by prescribingnotionalratesofinterest. However,ratesof
Allowancehavebeencalculatedon thebasisof parentalincomethat includesa value
otherthenzerofor the loanbenefit.

TheAmendmentwould coverthesituationwhereyouthtraining allowancehasbeen
paid to apersonprior to thecommencementof Schedule11 at a ratecalculatedon the
basisof parentalincomewhichincludeda loanbenefit. TheAmendmentcomparesthe
rateat whicha personactuallyreceivedyouthtrainingallowanceprior tothe
commencementof Schedule11 with therateat whichthepersonwould havereceived
allowancehadtheamendmentsmadeby Schedule11 beenin forceat thetime the
personbeganto receivetheallowance. TheAmendmenttakesa beneficialapproach
by ensuringthat no personwould besubjectto an overpaymentwheretheresultof
sucha comparisonisthat thepersonwaspaid allowanceat a higherratethanthey
would havebeenentitledhadtheSchedule11 amendmentsbeenin force. If a person
would havebeenentitledto a higher rateofyouthtrainingallowancehadthe Schedule
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11 amendmentsbeenin force, thenthe Amendmentsmakeprovisionfor thedifference
bepaid to theperson.

Thenumberof personsto whichthis provisionwould applyarenot significant.
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