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STUDENT AND YOUTH ASSISTANCEAMENDMENT (YOUTH TRAINING
ALLOWANCE) BILL (No. 3)1995

OUTLINE

ThisBill will makechangesto theyouthtrainingallowanceprovisionsof theStudentandYouth
AssistanceAct 1973 thatarefound in Part 8 ofthe Act. Theprovisionson youth training
allowancewereincorporatedinto theAct in 1994 and modelledon thejob searchallowance
provisionscontainedin theSocialSecurityAct 1991. As youth trainingallowanceandjob search
allowancearecloselyalignedit is importantthatanychangesto onearemirroredby the other,
andcommenceoperationat or aboutthesametime

Theseamendmentsmirror certainamendmentsproposedto theSocialSecurityAct 1991 by the
SocialSecurityandVeterans’Affairs LegislationAmendment(BudgetMeasures)Bill 1995. The
StudentandYouthAssistanceAct 1973 is beingamendedin orderto ensuretheconsistencyof
Commonwealthincomesupportmeasures.

Schedule1—Amendmentsrelating to extendeddeeming

This Schedulecontainsamendmentsto theway inwhich deemingrulesapply to investmentsheld
by recipientsofyouth trainingallowance.Theserulesare similar to otherincomesupport
schemes.

Schedule2—Amendmentsto the StudentandYouthAssistanceAct 1973 to end transfers
from youth training allowance to sicknessallowance

The amendmentsmadeto theAct by this Scheduleeliminatetheneedfor recipientsof youth
training allowanceto transferto sicknessallowanceif their periodof sicknessis morethan 13
weeks. This is achievedby limiting theavailability of sicknessallowanceto recipientswho havea
job or studyto returnto oncetheyhaverecoveredandby expandingthe qualificationlpayability
conditionsfor youthtraining allowanceto includerecipientswho aretemporarilyincapacitatedfor
work but who do not qualify for the newlimited form of sicknessallowance.

Schedule3—Amendmentsto the Studentand YouthAssistanceAct1973 relating to earnings
credits

Theearningscredit schemeoperatesto providean incentivefor a personto undertakepart-time
or casualemployment.Whentheordinaryincometestis appliedfor the purposesof calculatinga
person’sfortnightly rateof abenefit, shortperiodsof remunerativework could havetheeffect of
reducingtheperson’srateof benefit

Currently,recipientsof youthtraining allowancecanaccruean earningscreditfrom which they
canoffset earningsfor remunerativework beforethe incometestis applied. A personmayoffset
an amountof earningsup to theperson’searningscreditbalance,which is a maximumof $500.
Earningscreditsarenot accessibleif theperson’sfortnightly rateof ordinaryincomeexceedsan
amountthat reducestherateof theperson’sassistanceto nil. The proposedamendmentswill
allow a personto accessearningscredit notwithstandingthat theperson’sordinaryincome
amountwould, if the incometestwereapplied,reducetherateof theassistanceto nil.



Schedule4—Consefluentialamendmentsto the StudentandYouth AssistanceAct 1973
arising from the amalgamation of job searchallowance and newstart allowanceinto a new
payment called newstart allowance

TheGovernmenthasdecidedto amalgamatethejob searchandnewstartallowancesinto one,to
becalledthe newstartallowance.Schedule4 removesredundantreferencesto ‘job search
allowance”containedin theAct..

Financial Impact

Theprovisionsin ScheduleI and4 will havenegligible financial impact.Schedule2 is estimated
to carrya recurrentcostof $4.I 9 million to youth trainingallowancewith amatchingsavingto
theamountoutlaidon sicknessallowance.Schedule3 is expectedto yield savingsto youth
traimngallowanceof $0 23 million in 1995/96 $1 06 million in 1996/7and$1 16 million in 1997
98,



SCHEDULE 1

AMENDMENTS OF THE STUDENT AND YOUTH ASSISTANCE ACT 1973
RELATING TO EXTENDED DEEMING

ThisScheduleamendstheordinaryincometestprovisionsin Division 11 of Part8 of theAct t~
providefor a generaldeemingapproachin theassessmentof financialassets.

In 1994, theGovernmentengagedanindependentconsultant,Mr JohnBarberfrom Ageing
Agendas,to conducttheStrategicReviewof thePensions’IncomeandAssetsTests. Mr Barber
heldwidespreadconsultationswith pensionersandveterans,groupsrepresentingolderpeopleand
theinvestmentindustry. He presentedthefinal report,Targetingfor Equity, on 5 December
1994.

Theconsultationswith pensioners,veteransandpensionerorganisationsrevealedtheir concerns
aboutthecomplexity oftherulesfor assessingincomefromfinancial investments,the frequent
changestheycausedto pensionpayments,and theireffecton incentivesto earnmorefrom
investments.Peoplewith investments,suchas sharesandmanagedinvestments,foundtherules
particularlycomplexand saidtheir pensionpaymentschangedfar too often. Pensionerswanteda
simplerandfairersystem.

Ageing Agendasprovidedfirm directionsfor policy change,in particularfor the adoptionof a
broadersystemof deemingincome on assets,arguing that a significant expansionof deeming
would maintain and improve meanstestingandmeet pensionerdesiresfor a more simple and
predictablesystem.

TheGovernmentrespondedto theReport in the 1995 Budget,broadlyacceptingtheAgeing
Agendas’recommendationsbut not adoptingthemin their entirety. The Governmentdecidedthat
from July1996 deemingwill beextendedto thefull rangeof financialinvestments.

At presenttherearemanydifferentandcomplexrulesfor calculatingthe incomefrom financial
investments. In somecasestherules dependon whenthe investmentwasmade.FromJuly 1996,
theserules will no longerapplyand,financial investmentswill be assessedunderonesetof simple
rules,which build onthe bankdeemingmeasure.

Underextendeddeeming thetotalvalueof a person’sfinancialassetswill be addedtogether On
9 May 1995, the Governmentannouncedthata deemingrateof 5% will apply to thefirst $30,000
of thetotal for a singleperson(or $50,000for pensionercouplescombinedor $25,000for a
memberof a non-pensionercouple). A deemingrateof 7% will apply to thevalueof financial
assetsoverthesethresholds.

Thedeemingratesof 5% and7% announcedby the Governmentwereset sothat the ratesare
easilyachievablein safe investments.Theserateswill be reviewedperiodicallyto takeinto
accountmovementsin thefinancialmarkets.

Financialassetswill includebank,building societyand creditunionaccounts;cash;term deposits;
chequeaccounts;friendly societybonds;managedinvestments;investmentsin superannuation



funds,approveddepositfundsanddeferredannuitiesafteragepensionage;listedsharesand
securities;loans,debenturesandbonds;sharesin unlistedpublic companies;gifted assetsabove
theallowablegifting valueof $10,000ayear,andgold andotherbullion.

Financialassetswill not include thehomeor its contents;cars,boatsandcaravans;antiques,
stampor coin collections;investmentsin superannuationfunds,approveddepositfunds and
deferredannuitiesbeforeagepensionage,standardlife insurancepolicies;andholidayhomes,
farmsor otherrealestate.Theyalso do not includeincomestreamproductssuchas
superannuationpensions,allocatedpensions,immediateannuitiesor allocatedannuities.

Theconcessionunderthebankdeemingrules,which allows thefirst $2,000($4,000for pensioner
couplescombined)of bank depositsand cashto beassessedat the actualinterestrateif it is less
than 5% will be continued

Theobjectivesof extendeddeemingarethat it will introducea mechanismthat:

is simpler, since it replacesnumerousrulesapplyingto differentfinancialassetswith one
set ofrules;

isfairer, becauseit ensuresthatpeoplewith thesamelevelsof financialassetsreceivea
similarassessmentno matterhow thoseassetsareinvested;

• is more predictable,becauseit reducestheextentto whichpaymentschangedueto
investmentperformance;

increasesincentivesfor self-provision, becausereturnsin excessof thedeemingrateare
not countedasincomeandcannotreducepayments;

simplifieschoiceof investmentsbecause,by treatingall financial assetsin the sameway,
it encouragespeopleto chooseinvestmentson their merits insteadoftheir likely effectson
entitlements;and

• putsthemeanstestsystemon asounder, long term footingas thepopulationages.

Thisextendeddeemingmeasureisto beintroducedin two stages.First, fromthedateofRoyal
Assentof thisBill, incomewill not beassessedwhena “saved”managedinvestmentis cashedin.
“Saved”managedinvestmentsaremanagedinvestmentspurchasedbeforecertaindates,andthe
currentruleis that capitalgrowth onthesemvestmentsis assessedasincome only whenthe
investmentis cashedin. Removingthis rule from the dateof RoyalAssentis a concessionthat
will allow peoplewho decidethat they wishto changetheir investmentsbeforeJuly1996 to do
so, without their youthtraining allowancepaymentbeing adverselyaffectedby pastcapital
growth.

Second,thenewdeemingrules do notcomeinto effectuntil 1 July 1996. Thisgivespeople
affectedby themeasureplentyoftimeto considertheir situationand to makechangesto their
investmentsif theywish.



PART!- AMENDMENTS COMMENCING ON ROYAL ASSENT

Item 1 omits paragraphl79(1)(a)and substitutesa newparagraph179(1)(a). This is a
consequentialamendmentrelatingto theomissionof section186 and is discussedingreaterdetail
in item 2 below.

Item 2 omits sections186, 187, 188, and 190.

Sections186, 187, 188, and 190 providethat certainmanagedinvestmentshavecapitalgrowth
assessedasincomeonly whentheinvestmentsare“realised” (cashedin). Uponrealisationof a
“saved”investment,thereturnon the investmentis assessedfor a periodof 12 monthsfrom the
dateof realisation.

Broadly speaking,the “saved”investmentscoveredby repealedsections 186, 187, 188, and 190
are:

• capitalguaranteedfriendly societyinvestmentspurchasedbefore1 January1988;and

• market-linkedmanagedinvestmentspurchasedbefore9 September1988.

As it is proposedthat the newdeemingrules will apply to all investmentswheneverthey were
made,thesesectionswill beomitted. The sectionswill be omittedfrom thedateof RoyalAssent
ratherthanfrom 1 July 1996 (whenthenewdeemingrules commence).Thiswill allow people
who decideto changetheir investmentsas a resultofthenewdeemingrulesto do sowithout
havingthe capitalgrowth on the investmenttreatedasincomeunderthe incometestprovisions.

In effect,theseamendmentsprovide thatanycapitalgrowth on “saved”investmentswill be
“forgiven” if the investmentis realisedafterRoyal Assent.

If a personchoosesnot to realisea “saved” investmentbetweenRoyal Assentand 1 July 1996,
however,the capitalgrowth on the investmentwill continueto beexemptfrom theincometest.
From 1 July 1996, “saved” investmentswill besubjectto thenewextendeddeemingtest.

Item 3 is a transitionalprovisionprotectingrightsthathaveaccruedprior to 30 June1996.

Therepealedsections186, 187, 188 and 190 providedfor assessmentof returnsfor 12 months
afterpart or total realisation. If realisationoccurredin the 12 monthperiodprior to 1 July 1996,
theassessmentof thosereturnswill not continuebeyond30 June1996.

The effectofthis transitionalprovision is that a personwho is takento receiveweeklyincome
underrepealedsections186, 187, 188 and 190 will continueto havethat incomeassesseduntil
theend of the period of 12 monthsafter the investmentwasrealisedor theendof 30 June1996,
whicheveris theearlier.

PART 2- AMENDMENTS COMMENCING ON 1 JULY 1996

Part2 repealssubdivisionsA to E of Division II of Part8 of theAct, and substitutesa:.



newsubdivisionA dealingwith thegeneralmeaningof ordinaryincome;

newsubdivisionB dealingwith businessincome;

newsubdivisionC dealingwith deemedincomefrom financialassets;and

newsubdivisionD dealingwith incomefrom retirementfunds andannuities.

NewDivision lB providesfor thenewdeemingrules. NewDivisions 1, 1 A and IC area
consequenceofinsertingthenewrules.

NEW SUBDIVISIONSA A1”JD B - ORDINARY INCOME CONCEPTAND BUS1NESS
INCOME

Item 3 repealsSubdivisionA (ordinaryincomeconcept)andsubstitutesa newSubdivisionA
(ordinaryincomeconcept). NewSubdivisionA containsthe sameordinaryincomeconceptas
repealedSubdivisionA with someminoramendmentsconsequentialon theintroductionofthe
newextendeddeemingrules.

New section174 (generalmeaningof ordinaryincome)mirrorsthepolicy in repealedsection 174
andprovidesthat “ordinary income” meansgrossordinaryincomewithout anyreductionexcept
for somebusinessincomecoststhatcanbereducedundernew SubdivisionA.

Notes1 and2 referthereaderto provisionsrelevantto thecalculationofordinaryincome.

Newsection175 mirrorsthe policy in repealedsection178 andprovidesthat a personwho
receivesincomethat isnot:

incomeundernew SubdivisionC (deemedincomefrom financialassets)or new
SubdivisionD (incomefrom retirementfunds and annuities);or

incomein theform of periodicpaymentsor ordinaryincomefrom remunerativework
undertakenby theperson;

is takento receiveonefifty-secondofthat amountasordinaryincomefor eachweekin the 12
monthscommencingon thedayonwhich thepersonbecameentitledto receivethatamount.

NewSubdivisionB insertsnewsections176 and 177 that mirrorthe policy in repealedsections
175 and 176 andrelateto thetreatmentof businessincome.

New section176 providesthat, if a personcarrieson abusiness,theperson’sordinaryincomeis
to beincreasedor reducedby thedifferencein thevalueof all thebusiness’trading stockon hand
at thebeginningof thetax yearandthevalueof all thebusiness’trading stockatthe endofthat
tax year.

New subsection177(1)providesthatordinaryincomederivedundersection 174 is to bereduced
by the deductionsthat areallowableunderthe specifiedprovisionsoftheIncomeTaxAssessment
Act 1936.



New subsection177(2)providesthat no reductionmaybemadefor expensesincurredby the
personor thebusinessin relationto ordinaryincomefrom a financialinvestment.

NEW SUBDIVISION C - EXTENDED DEEMING RULES

Item 3 also insertsa new SubdivisionC to providenewrulesfor assessingincomefromfinancial
assets.

New section178 showshow to assessordinaryincomefrom financialassetsofa personwho is
nota memberof acouple(newsubsections178(1)and (2)).

Newsubsection178(3)providesa Method Statementfor calculatingtheordinaryincomeofthe
person.

Step1: providesthat the readershouldtotal the interestpayableon “depositconcessionmoney”
(asdeterminedby theprovisionsin section 180).

Step2: providesthat the person’sdeemingthreshold(of$30,000),or thetotalvalueof the
person’sfinancial assets,whicheveris lower, isto be reducedby thetotalof theperson’s
depositconcessionmoneycalculatedundersection180.

Step3:providesthat, if a positiveamountisobtainedunderStep2, thatamountis to be
multiplied by thebelowthresholdrate(theratedeterminedby theMinisterunder
subsection183(1)).

Step4: appliesonly if thepersonhas financialassetsin excessofthe deemingthreshold. If Step4
applies thedeemingthresholdisto besubtractedfrom thetotalofthe person’sfinancial
assets.

Step5: providesthat, if a positiveamountis obtainedunderStep4, thatamountis tobe
multiplied by the abovethresholdrate(the ratedeterminedby theMinisterunder
subsection183(2)).

Step6: providesthat thetotal of theamountsworkedout at Steps1, 3 and5 representsthe
ordinaryincomethat thepersonis takento receiveperyear on thefinancialassets.

An exampleshowstheoperationofthe MethodStatement.

New subsection178(4)providesthat thepersonis takento receiveweekly ordinaryincomeequal
to onefifty-secondoftheamountcalculatedunderStep6.

Deemedincomefrom financial assets peoplewho aremembersofa couple

New section179 showshow to assesstheordinaryincomefrom financialassetsof a personwho
is a memberof a couple(newsubsections179(1)and (2))

New subsection179(3)providesaMethod Statementfor calculatingthe ordinaryincomeof these
couples.



Step 1: providesthat thereadershouldtotal the interestpayableon the couple’sdeposit
concessionmoney(asdefinedin section 180). A Noterefersthereaderto section180.

Step2: providesthat thecouple’sdeemingthresholdor thetotalvalueof thecouple’sfinancial
assets,whicheveris lower, is to be reducedby thetotal ofthedepositconcessionmoney
calculatedundersection 180.

Step3: providesthat, if a positiveamountis obtainedunderStep2, that amountis to be
multiplied by thebelowthresholdrate(theratedeterminedby theMinister under
subsection183(1))

Step4: appliesonly if thepersonhas financialassetsin excessof thedeemingthreshold. If Step4
applies,the deemingthresholdis to be subtractedfrom thetotal oftheperson’sfinancial
assets.

Step5: providesthat, if apositiveamountis obtainedunderStep4, thatamountis to be
multiplied by theabovethresholdrate(theratedeterminedby theMinisterunder
subsection183(2).

Step6: providesthat thetotalof the amountsworkedoutat Steps1, 3 and5 representsthe
ordinaryincomethat thepersonistakento receiveperyearon thefinancialassets.

An exampleshowsthe operationof theMethod Statement.

New subsection179(4)providesthateachmemberofthecoupleis takento receiveweekly
ordinaryincomeequalto onefifty-secondof halftheamountcalculatedunderStep6.

DepositConcessionMoney

Prior to theseamendments,the law providedspecialtreatmentfor certainmoneythat wasnot
investedor wasinvestedat alow rateof interest. This treatmentrecognisesthat socialsecurity
recipientsneedto havesomemoney“at call” for unexpectedexpenses.Section180 continuesthe
beneficialtreatmentof this money.

Accordingly,theconcessionunderthe bankdeemingrules, which allows thefirst $2,000of bank
depositsandcashto be assessedatthe actualinterestrateif it is lessthan5%, will be continued
underthenew extendeddeemingtest

Themoneythat is subjectto this beneficialtreatmentis called“depositconcessionmoney” andis
definedas “availablemoney” plus “depositmoney”. Thesearebothdefinedtermsborrowedfrom
theSocial SecurityAct 1991 (“the Social SecurityAct”).

“Available money” is definedin subsection8(1)of theSocial SecurityAct asmoneythat is held
by or on behalfofthe person,is notdepositmoney,and isnot loan moneyowedto theperson.
Generally,this is cashmoneythat is notheld ina financialinstitution.

“Depositmoney” is definedin subsection8(1)of theSocial SecurityAct asmoneythat is
depositedin an accountwith afinancial institution.



Wherea personhasdepositconcessionmoneythatearnslessthanthe“below thresholdrate”,
only theactualinterestearnedonthatmoneyis assessedunderthis section.

New section180providesfor differenttreatmentofpersonswho area memberof a coupleother
than a pensionercouple(newsubsections180(2)and (3)). Thesecoupleswill nothavetheir
incomestotalled(asappliesto pensionercouples)buteachmemberof thecouplewill havehis or
her incomeassessedindividually. Thisconformswith thetreatmentgiven to theordinaryincome
of beneficiarycouplesin theBenefitRateCalculators.

New subsection180(1)providesa MethodStatementfordeterminingthedepositconcession
moneyof apersonwho is notamemberof a couple.

Step1:indicates(togetherwith Step5) that thepersonmayhavea maximumof $2,000thatcan
beassessedat lessthanthe“below thresholdrate” if themoneyattractsless interestthan
that rate.

Step2:providesthat anyavailablemoneyoftheperson(whichby definition doesnot earn
interest)shouldbe setoff againstthe $2,000.

Step3:providesthat anydepositmoneythat doesnotattractinterestshouldbesetoff againstthe
remainder(if any)left ofthe$2,000afterStep2.

Step4:providesthat, if thepersonhasdepositmoneythatearnsinterestatlessthanthe “below
thresholdrate” (aratedeterminedpursuantto subsection183(1))and if thereis any
remainderleft of the$2,000, thedepositmoneyis set off againstthat remainderin
ascendingorderof interest.

Step5: providesthat theperson’s“depositconcessionmoney” isdefinedastheamountthat canbe
setoff underSteps2 to 4.

A Noteadvisesthereaderof subsection180(3) thatprovidesthat thetotaloftheperson’s
depositconcessionmoneycannotexceed$2,000.

UnderStep I oftheMethod Statementin subsection178(3), only thoseamountsofthedeposit
concessionmoneythatattractinterestatlessthanthebelowthresholdratearetakeninto account
for thepurposesoftheordinaryincometest. Forthis money,theactualrateof interest(as
distinctfrom thedeemedrateofinterest)istakeninto account.

New subsection180(2)providesa MethodStatementfor calculatingthe depositconcession
moneyof a pensionercouple.

Step1: indicates(togetherwith Step5) thatthe couplemayhavea maximumof $4,000thatcan
be assessedat lessthanthe “below thresholdrate”, if thecouplehavemoneythat attracts
lessinterestthanthat rate.

Step2: providesthatanyavailablemoneyofthecouple(whichby definitiondoesnot earn
interest)shouldbe setoff againstthe$4,000.

Step3: providesthatanydepositmoneyof thecouplethatdoesnot attractinterestshouldbeset
off againstthe remainder(if any)left of the$4,000afterStep2.



(Subsection180(4)providesthat theavailablemoneyand depositmoneyofthecoupleis
thetotal availablemoneyanddepositmoneyofthe couple.)

Step4: providesthat, if the couplehavedepositmoneythat earnsinterestat lessthanthe “below
thresholdrate” and,if thereis any remainderleft ofthe $4,000, thedepositmoneyis set
off againstthat remainderin ascendingorderof interest.

A Noterefersthereaderto section183(1).

Step5: providesthat thecouple’s“deposit concessionmoney” is definedasthe amountthatcanbe
setoff underSteps2 to 4.

A Noteadvisesthereaderof subsection180(3) thatprovidesthat thetotal ofthe person’s
depositconcessionmoneycannotexceed$4,000.

UnderStep I of theMethod Statementin subsection179(3), only thoseamountsof thedeposit
concessionmoneythatattractinterestat lessthanthebelowthresholdratearetakeninto account
for the purposesof theordinaryincometest. Forthis money,theactualrateof interest,as
distinct from thedeemedrateofinterestis takeninto account.

New subsection180(3)providesa Method Statementfor calculatingthedepositconcession
moneyof a personwho is a memberof a coupleotherthan a pensionercouple

Step1: indicates(togetherwith Step5) that thepersonmayhavea maximumof $2,000thatcan
beassessedat lessthanthe “below thresholdrate”,if thepersonearnslessthan that rate
on themoney.

Step2: providesthatany availablemoney(whichby definition doesnot earninterest)shouldbe
set off againstthe $2,000.

Step3: providesthatanydepositmoneythat doesnot attractinterestshouldbeset off againstthe
remainder(if any)left of the$2,000after Step2.

Step4: providesthat, if thepersonhasdepositmoneythatearnsinterestat lessthanthe “below
thresholdrate” and,if thereis anyremainderleft of the$2,000, thedepositmoney is set
off againstthat remainderin ascendingorderof interest.

A Note refersthereaderto section 183.

Step5: providesthatthe person’s“depositconcessionmoney” is definedastheamountthatcanbe
set off underSteps2 to 4.

A Noteadvisesthe readerof subsection180(5)that providesthat thetotal ofthe person’s
depositconcessionmoneycannotexceed$2000.

UnderStepI of theMethodStatementin subsection180(3), onlythoseamountsofthe deposit
concessionmoneythat attractinterestat lessthanthebelowthresholdratearetakeninto account
for thepurposesofthe ordinaryincometest. Forthis money,theactualrateof interest(as
distinctfrom the deemedrateof interest)is takeninto account



Newsubsection180(4)clarifies the meaningofthereferencesin subsection180(2) to “available
moneyofthe couple” and “depositmoneyofthe couple”.

The availablemoneyof thecoupleis takento bethetotalavailablemoneyofthecouple(new
paragraphI 80(4)(a)). Thedepositmoneyofthe coupleistakento bethetotaldepositmoneyof
thecouple(newparagraphs1 80(4)(b) and(c)) andthereforeincludesdepositmoneyof the
couplewhetheror not it is in the joint namesofthe couple.

Newsection181 clarifies that,for the purposesof depositmoney,interestis assessedat the
interestratethat appliesat thetimewhenthemoney.is assessedundersection180 regardlessof
whentheinterestisactuallypaid.

DeemingThresholdsandRates

Newsection182 providesfor the deemingthresholdsthatareusedin assessingincomefrom
financial assetsundersections178 and 179.

Newsubsection182(1)providesthat the deemingthresholdof a personwho isnota memberof a

coupleis $30,000.

Newsubsection182(2)providesthat the deemingthresholdof a coupleis $25,000.

Newsubsection182(3)providesthat the deemingthresholdfor a memberof a couple,otherthan
apensionercouple,is an amountequalto one-halfoftheamountfixedundernewsubsection
182(2). Thissubsectionreflectsthe individualincometestthatis appliedto eachmemberof these
couples.

A Noteadvisesthe readerthat theseamountsareindexedundersection252.

Newsection183 providesfor the“below thresholdrate” and the“abovethresholdrate” that is
usedin sections178 to 180.

Newsubsection183(1)providesthat the “below thresholdrate” is theratedeterminedto bethe
“below thresholdrate” by theMinister.

Newsubsection183(2)providesthat the “above thresholdrate” isthe ratedeterminedtobethe
“abovethresholdrate” by theMinister.

New subsection183(3)clarifies that theratespecifiedby theMinisterundersubsections(1) and
(2) mustbe in theform of a specifiedpercentage.

(The Governmenthasannouncedthatthebelowthresholdratewill initially beset at 5% andthe
abovethresholdratewill beset at 7%).

Examplesin new sections178 and 179 (seeabove)demonstratetheoperationof therates
specifiedby theMinisterunderthis section.

Newsubsection183(4)providesthat theMinister’s determinationundersection182 mustbein
writing andis a decisionthat maybe disallowedby eitherHouseofParliament.



Actual Returnfrom FinancialAssets

New section184 providesfor thetreatmentofactualreturnfrom financialassets.

New subsection184(1)providesthatthe actualreturnon afinancialassetis to bedisregardedif
incomeis deemedtobe receivedon thatassetundersections178 and 179. Thisensuresincome
is not “double-counted”by havingbotha deemedrateandan actualreturntakeninto account

Subsection184(1)also allowsa personwho earnsin excessof theapplicabledeeming.rateto
havethatexcessexemptedfrom theincometest.

Newsubsection184(2)providesthat, if theMinisterhasdeterminedthat thefinancialassetis to
be disregardedfor the purposesof thedeemingtest, theactualreturnreceivedon that financial
assetis to be assessedunderthe ordinaryincometest.

CertainFinancialAssetsDisregarded

Newsection185 providesthat theMinistermay determinethatcertainfinancialinvestmentsare
tobe disregardedfor thepurposesofthe deemingtestin sections178 and 179.

New subsection185(2)providesthat, if theMinistermakesa determinationundersubsection
185(1), that financialinvestmentis alsoto be disregardedfor thepurposesof assessingdeposit
concessionmoneyundersection 180.

Newsubsections185(3)and (4) providethat theMinister’s determinationmustbein writing and
takeseffect on theday specifiedby theMinister in thedetermination.

Newsections186, 187 and188 mirrorthepolicy in repealedsections191, 192 and 193 of the
Act. Accordingly,the newSubdivisionD will not changeexistingpolicy in relationto income
from retirementfunds andannuities

Thenew sectionsprovidethat incomereceivedfrom a superannuationfund, an approveddeposit
fund, or a deferredannuityis exemptfrom theordinaryincometestunlessthepersonhasreached
pensionage,hascommencedreceivinga pensionor annuity from theinvestmentor hasrealised
the investment.

Newsection187 providesthat, if thepersonrealisessuchan investmentand theamountisnot
rolled overinto a superannuationfund,an approveddepositfund, a deferredannuityor an
immediateannuity,thepersonistakento receivethe“assessablegrowthcomponent”of that
investmentas incomeover thefollowing 12 months.

A Noterefersthereaderto thedefinition of “assessablegrowth component”,a termdefinedin
subsection9(1) ofthe Social SecurityAct.



New section188 providesthat,if thepersonrealisesan investmentundersection187 at a loss,
theperson’sordinaryincomeisto bereducedby the “assessableloss” overthefollowing
12 months.

New subsection188(2)providesthatthe reductionundersection188 cannotexceedtheincrease
in incomeassessedundersection187.

MISCELLANEOUS

Item 2 omitsSubdivisionsG, H andI of Division II ofPart 8 thatprovidedfor availablemoney
anddepositmoney,interestattributedto loansandincomeattributedto deprivedassets.These
topicsarenow coveredby new SubdivisionC (deemedincomefrom financialassets).
SubdivisionsG, H andI are thereforeobsolete.

Item 3 amendsthetableat section251 to providethat thedeemingthresholdsin 182 areto be
indexed.

Item 4 amendsthetable in section252(1) to providethat thedeemingthresholdsaretobe
indexedin line with CPI (consumerpriceindex) increases.

Theamendmentmadeby item 4 will ensurethat thethresholdsare indexedannuallyon 1 July
basedon theCPI increasein thehighestMarch quarterbeforethatdate(but not earlierthanthe
March 1994quarter). Column 6 of newitems 35 and36 ofthe tableprovidethat the CPI
increaseis to beroundedup or downto thenearestmultiple of $200.

Item 5 providesthat thefirst CPI indexationof thethresholdamountsis to takeplaceon 1 July
1997,

Item 6 amendstheadvisorynotesto Module G oftheAct, which iswheretheordinaryincome
testto be appliedfor thepurposesofthe youthtrainingallowanceschemeis located.Theitem
addsanote directingthe readerto varioussectionsofthe Act wheresomeof the phrasesusedin
thetestaregiven their definition.

Item 7 is a transitionalprovisionpreservinganydeterminationsmadeunderthenow repealed
section202 (Minister maydisregardcertainavailablemoneyanddepositmoney)andsection210
(Minister may disregardcertain loans)madeprior to 1 July 1996.

Item 8 is a transitionalprovisionthatprovidesthat, if the fortnightlyperiod inwhich thepersonis
paid is a periodthat is eitherside of 1 July 1996, thedayon which theamendmentsmadeby this
Scheduletakeeffect,theratethepersonisto bepaid will betheratedeterminedby theold law,
in forceprior to 1 July 1996.

Theamendmentsto theAct madein Part 1 of this Schedulewill commenceonRoyalAssent.
Thosemadein Part 2 will commenceon 1 July 1996.



SCHEDULE2

AMENDMENTS OFTHE STUDENT AND YOUTH ASSISTANCEACT 1973TO END
TRANSFERS FROM YOUTH TRAINING ALLOWANCE TO SICKNESS

ALLOWANCE

Theamendmentsmadetothe Act by this Scheduleeliminatetheneedfor recipientsofyouth
training allowanceto transferto sicknessallowanceif theirperiodof sicknessis morethan 13
weeks. This is achievedby limiting theavailability of sicknessallowanceto recipientswho havea
job or study to returnto oncetheyhaverecoveredand by expandingthequalification/ payability
conditionsfor youthtrainingallowanceto includerecipientswho aretemporarilyincapacitatedfor
work butwho do notqualify for thenewlimited form of sicknessallowance.

As the Act existsprior to theamendmentsmadeby the Schedule,recipientsof youthtraining
allowancewho fall ill canremainon youthtraining allowanceif their periodof sicknessis less
than 13 weeksbut aretransferredto sicknessallowanceif theperiodof sicknessextendsbeyond
13 weeks. Unemployedrecipientsarethentransferredbackto youth trainingallowanceon
recovery. The amendmentsmadeby theScheduleseekto improve client serviceby reducing
theseseeminglyunnecessarytransfersbetweendifferentpaymenttypes.

Allowing unemployedrecipientsof sicknessallowancewho aretemporarilyunableto work due
to illnessor injury to remainin receiptof youthtrainingallowanceencouragesandassiststhemto
pursueemployment-basedactivities(suchas part-timeor casualwork) astheyrecover. By
remainingon youthtraining allowance,thesepeoplewill continueto accesseligibility for thefull
rangeof assistanceavailableto theunemployed,includingeducationentrypayment,employment
entrypaymentand LabourMarket assistanceincludingtheJobCompact.

Item 1: insertsa newnoteafterparagraph65(I)(d).

Item 2: amendssubsection65(1)(qualificationsfor youth trainingallowance)by inserting
“subjectto subsection(3A)’ into subparagraph(g)(iii).

Item 3: omitssubsection65(2).

Item 4: insertsa newsubsection65(3B).

Item 5: omitsNote 10 to section65

Item 6: repealssection66.

Item 7: amendssubsection72(8)by omitting“subsection(6)”, and substituting
“subsections(6), (8A), and (8B)”.

Item 8: insertsnewsubsections65(8A)and (8B).

Item 9: insertsa new subsection74(2).



Item 10: insertsa newSubdivisionBAA of Part8.

Item 11: amendssubsection79(1)(requirement to enter into Agreement)by inserting
“subjectto subsection(1A), if”.

Item 12: insertsa new subsection79(1A).

Item 13: insertsa a new paragraph85(I)(i)(ia).

Item 14: insertsnew paragraphs89(2)(ba)and (bb).

Item 16: insertsa newsubsection91(IA).

Item 17: amendssubsection91(5)(person’stransferday)by omitting “if’ andinserting
“subjectto subsections(5A) and (SB), if’.

Item 18: insertsnew subsections91(5A)and (5B).

Item 19: insertsanew subsection92(2) anda Note.

Item 20: insertsnewsections92A and92B.

Item 22: amendssubsection114(1) (allowancenotpayableif requirementnot complied
with) by inserting “(other thana personwho is not requiredto satisfythe activity
test)” into paragraph(a) after“person”.

Item 23: amendsModuleG (ordinaryincometest)by omittingpointGS andsubstitutinga
new point.

Item 24 amendsModuleC (PharmaceuticalAllowance) by omittingpoint C2and
substitutinga newpoint.

Item 25 providesthat theamendmentsmadeto theAct by this Schedulewill takeeffectin
respectto youth trainingallowancepaymentsmadeon anyfortnight startingon or
after20 March1996.

THE AMENDMENTS IN GREATER DETAIL

Thegeneralintentof theamendmentsis to allow personswho aretemporarilyincapacitatedfor
work andwho do notqualify for sicknessallowanceaccordingto thatbenefit’sneweligibility rules
proposedin theSocial Securityand Veterans’Affairs LegislationAmendment(BudgetMeasures)
Bill 1995 to qualify for youth trainingallowance. Thisis achieved,inbroadterms,by
incorporatinga numberoftherules particularto sicknessallowanceinto the youthtraining
allowanceprovisions(primarily in theform of an exemptionfrom theactivity test) andby
modifyingotherprovisionsto takeaccountof rules peculiarto sicknessallowance

Qua!jficationfor youth training allowance

Section65 of theAct setsout thequalificationcriteriafor youthtraining allowance. Theyinclude
therequirementin paragraph65(1)(d)that a personentersinto a Youth TrainingAllowance



Activity Agreement, when required to do soby theSecretary. Item 1 inserts a new Noteafter
paragraph 65(1)(d),which statesthat a personwho, under the new Subdivision BAA, is not
requiredto satisfytheactivity testis alsonot requiredto enterinto a Youth TrainingAllowance
Activity Agreement.TheNote also directsthereaderto new subsection79(1A).

Subparagraph65(l)(g)(iii) requiresthat, in orderto qualify for youthtraining allowance,a person
be in Australiathroughoutthe relevantperiod. This requirementis modified by the insertionof a
newsubsection65(3A)(seediscussionof Item 4 below). Consequently,Item 2 makesan
amendmentto subparagraph65(I)(g)(iii) to makeit clearthat therequirementis subjectto the
newsubsection(3A).

Note10 to Subsection65(6)refersthereaderto section66. As a resultoftheamendmentsmade
by the Schedulesection66 is repealedby Item 6. Consequently,Item 5 omits theNote.

Item 4 insertsa new subsection65(38) which statesthat for thepurposesof subparagraph
65(1)(g)(iii), if:

• apersonis notrequiredto satisfythe activity testasa result ofthe amendmentsmadeby
the insertionofthenew SubdivisionBAA (discussedfurtherbelow); and

thepersonis temporarilyabsentfrom Australia; and

thepersonis absentin orderto seekmedicaltreatmentof akind that is not availablein
Australia

thepersonistakento bein Australiaeitherfor theperiodof theabsence(if theperiodofthe
absenceis lessthanthreemonths)or for thefirst threemonthsof aperiodof absenceof morethan
threemonths.

Section66 dealswith theeffectsof incapacityon qualificationfor youthtrainingallowance As a
result oftheamendmentscontainedin theSchedule,this provisionis redundantandis repealedby
Item 6.

Item 8 inserts new subsection65(8) which statesthat subjectto subsection65(9) if a person
who is a memberof a coupleis not requiredto satisfy theactivity testas a result ofnew
SubdivisionBAA (seefurtherbelow), the liquid assetstestperiodstartson thelater of:

• theday on which thepersonbecameincapacitatedfor work; or

if whentheclaim wasmadethe person’spartneris incapacitatedfor work the dayon
which theperson’spartnerbecameincapacitatedfor work

Prospectivedeterminations

Section74 of theAct allows the Secretaryto makeprospectivedeterminationsin relation to
certainpersons’qualification for youthtrainingallowance.Item 9 inserts a new subsection74(2)
thatgivesthe Secretarysimilar powerin relationto personsreceivingyouth trainingallowance
who are incapacitatedfor work and who areexemptedfrom theactivity testundernew
SubdivisionBAA (discussedbelow).



Exemptionfrom theactivity test- NewSubdivisionBAA

Section75 of the Act outlinesthe requirementsof theactivity testapplicableto recipientsof
youthtrainingallowance. Sections76 to 78 detail thesituationsin which a personis takento
satisfyor is not requiredto satisfytheactivity test. Item 10 inserts,aftersection78, a new
SubdivisionBAA. Thatnew Subdivisionprovidesfor theexemptionfrom the activity testof
personswho aretemporarilyincapacitatedfor work.

Newsection78A is an interpretationprovision. It statesthat areferencein SubdivisionBAA to a
personbeingexempt(or ceasingto beexempt)from theactivity testunderthe Subdivisionrefers
to thepersonnot beingrequired(or becomingrequired)to satisfytheactivity testbecauseof the
operationof the Subdivision(ora provisionthereof).

New subsection78B(!) providesthata personis notrequiredto satisfytheactivity testin relation
to a particularperiodif:

• thepersonis incapacitatedfor work throughouttheperiodbecauseof sicknessor an
accident;and

the incapacityis causedwhollyor virtually wholly by amedicalconditionarisingfrom the
sicknessor accident:and

theincapacityis. or is likely to be.ofa temporarynature;and

thepersonwould qualify for youth trainingallowanceif SubdivisionBAA hadnot been
enactedand if the personwasnot subjecteitherto theactivity testor theActivity
Agreementqualificationcriteria containedin section65;and

thepersonprovidesthe Secretarywith amedicalcertificate,in aform approvedby the
Secretary,that states:

(1) themedicalpractitioner’sdiagnosis;and

(ii) themedicalpractitioner’sprognosis;and

(iii) that thepersonis incapacitatedfor work; and

(iv) theperiodfor which thepersonis incapacitatedfor work; and

the Secretaryis satisfiedthat the incapacityhasnot beenbroughtaboutwith aview to
obtainingtheactivity testexemption.

New subsection78B(2)defines“work” for thepurposesof section78B(l) asmeaningfull-time,
part-time,permanentor casualwork that is of a kind that, in the Secretary’sopinion, theperson
canreasonablybe expectedto do and is for at leasteight hoursperweek.

New subsection78C(1) providesthat if a personreceivesanexemptionfromthe activity test
undernewsection78B(1) and thenceasesto beexemptundernewsection78F(which imposesa
52 weektime limit on theexemption- discussedfurtherbelow) or newsection78C (whichallows
a 104 week exemptionperiod in somecircumstancesseefurtherbelow), thepersoncannot



obtainan exemptionfromtheactivity testin respectof thesamemedicalconditionwithin two
years.

Newsubsection78C(1)is expresslysubjectto newsubsection78C(2),which providesexceptions
tothe prohibition setout in theprevioussubsection.Theyarewhere:

• theperson’sincapacityfor work is causedby a medicalconditionthat isdifferent from or
significantly moreseriousthanthemedicalconditionin respectofwhich thepersonhad
originally beengrantedan activity testexemption;or

themedicalconditionis a chronicallyrelapsingconditionandtheperson’sincapacityfor
work is causedby a relapseof that condition;or

• thepersonis undergoinga programof counselling,treatmentor therapyfor drugor
alcoholabuse,theperson’sparticipationin that programis not likely to extendbeyond78
weeksandtheprogramis approvedby theSecretaryin writing for the purposesof this
provision;or

• theperson’sincapacityfor workis causedby a medicalcondition(whetheror not it is the
samemedicalcondition)and arrangementshavebeenmadefor thepersonto undergo
surgeryin relationto the conditionandthe surgeryis expectedto resultin thepersons
incapacityfor work ceasingwithin 104 weeksofthedateof thepersonfirst becoming
exemptfrom theactivity testin relationto the incapacity.

New subsection78D(1)providesthat the Secretarymay requirethe personto contacta particular
office ofthe Department,attendan interviewat aparticularplace,completea questionnaireor
attenda medical,psychiatricor psychologicalexamination.It alsoprovidesthat theperson’s
exemptionfrom theactivity testwill ceaseif thepersondoesnottakereasonablestepsto comply
with therequirement.Newsubsection78D(2) providesthat the noticeinforming thepersonofthe
relevantrequirementmustinform thepersonoftheeffectof a failure to takereasonablestepsto
complywith therequirementset out in the notice.

New section78E providesfor a time limit on a personsexemptionfrom therequirementto satisfy
theactivity test. Newsubsection78E(I) providesthata person’sexemptionfrom theactivity test
undernew SubdivisionBAA ceasesif theperson’s“maximum exemptionperiod” ends.

Newsubsection78E(2)providesa definition ofa person’s“maximum exemptionperiod”. It
statesthat, if apersonhasprovidedtheSecretarywith amedicalcertificatefor the purposesof
enablingthe Secretaryto decidewhetheror not thepersonshouldberequiredto satisfy the
activity test,themaximumexemptionperiodisthe lesserofeitherperiodspecifiedin themedical
certificateas theperiodfor which thepersonis incapacitatedfor work or 13 weeks. It provides
that, in anyothercase,themaximumexemptionperiod is theperiodof 4 weeksthat startson the
dayon which the Secretarydeterminesto betheday on which the person’sincapacityfor work
began.

New subsection78E(3)providesthat, if a personis exemptfrom theactivity testunder
SubdivisionBAA andthepersonhasprovided,the Secretarywith a medicalcertificatestatingthe
matterslisted in newparagraph78B(1)(e)and the Secretaryis satisfiedthat the person’sincapacity
for work will extendbeyondtheperson’smaximumexemptionperiod the Secretarymayextend
the maximumexemptionperiod. TheSecretarycanextendthe exemptiononly for the lesserof



eithertheperiodnominatedin thecertificateasthe periodinwhich thepersonwill be
incapacitatedforwork or 13 weeks.

New subsection78E(4)providesthat, if a personis exemptfrom theactivity testunder .

SubdivisionBAA andthepersonhasprovidedtheSecretarywith written evidence(otherthan a
medicalcertificatestatingthematterslistedin newparagraph78B) that theperson’sincapacityfor
work will continuebeyondthe maximumexemptionperiodandtheSecretaryis satisfiedthat the
person’scircumstancesmakeit unreasonableto expectthepersonto obtaina medicalcertificateof
thekind specifiedandis also satisfiedthat the person’sincapacityforwork will extendbeyondthe
person’smaximumexemptionperiodthe Secretarymayextendthemaximumexemptionperiod.
The Secretarycanextendtheexemptiononly for 4 weeks.

Newsubsection78E(5)providesthat, if a personis exemptfrom theactivity testunder
SubdivisionBAA and,beforetheendofthemaximumexemptionperiod,thepersonhasprovided
the Secretarywith amedicalcertificatestatingthematterslisted in newparagraph78E(I )(e) and
the Secretarydoesnot, beforethe endofthemaximumexemptionperiod, satisfyhimselfor herself
that theperson’sincapacityforwork will extendbeyondtheperson’smaximumexemptionperiod
andthe soleor dominantcauseof theSecretary’sfailureto satisfyhimselfor herselfaboutthe
likely durationofthe incapacityis anact or omissionof an officer of theDepartmenttheSecretary
mayextendthemaximumexemptionperiod. TheSecretarycanextendtheexemptionperiodonly
for four weeks.

As mentionedabove,new section7SF providesthat, subjectto section78G.a personceasestobe
exemptfrom theactivity testoncehe or shehasbeenexemptfor a continuousperiodof 52 weeks.

Newsubsection78G(1)providesthat theSecretarymay determine(in writing) thatnewsection
78F doesnot apply to a personif heor she is satisfiedthat:

theperson’sincapacitywill endduring thenext 52 weeks;or

theperson’sincapacityfor work at the endof the52 weekperiodspecifiedin newsection
78F is wholly (orvirtually wholly) causedby a medicalconditionthatis differentfrom, or
significantly moreseriousthan,that which causedtheexemptionfrom theactivity test
initially to begranted:or

theperson’sincapacityis causedby a chronicallyrelapsingmedicalcondition;or

thepersonis undergoinga programof counselling,treatmentor therapyfor drugor
alcoholabusethat is not likely to extendbeyond78 weeksandhasbeenapprovedin
writing by the Secretary.

New subsection78G(2)providesthat,if the Secretarymakesa determinationundernew
subsection78G(I), that.exemptionfrom theactivity testceasesoncethepersonhasbeenexempt
in relation to a continuousperiodof 104 weeks. Thisplacesafurther capon theperiodduring
which a personcanbeexemptfrom theactivity test.

Newsubsection78G(3)dealswith circumstanceswhere,within a longerperiodof exemption
from the activity test,apersonhasnotbeenexemptfor a shortperiodor for shortperiods. It
providesthat, if theperiodor periodsof non-exemptionwereless thansix weeks,thepersonis
takento havebeenexemptfrom theactivity testcontinuouslyoverthe 104 weekperiod. This



meansthatonly breaksin exemptionof morethan six weekswill operateto breaktheperiodOf
104 weeks.

Exemptionfrom therequirementtoenter into a Youth Training AllowanceActivityAgreement

Subsection79(1) oftheAct setsouttherequirementthat personsreceivingyouth training
allowanceenterinto a Youth Training AllowanceActivity Agreement,asprovidedfor in
SubdivisionC of Division 2 of Part 8 oftheAct. As indicatedabove,personswho areexempted
from theactivity testundernew SubdivisionBAA arealso tobe exemptfrom therequirementto
enterinto an Activity Agreement. Item 11 insertsa new subsection79(IA) that makesthis clear.
Item 12 makesa consequentialamendmentto subsection79(1), makingtherequirementto enter
into an Activity Agreementto bereadsubjectto thenew subsection(1A).

Section85 of theAct providesfor certainsituationswhereyouthtraining allowanceis not payable.
Item 13 addsto thesituationsspecifiedin subsection85(1) a new paragraph (ia), which refersto
a failureto complywith a requirementundernew section78D to attendan interview(discussed’
furtherbelow).

Multiple entitlementexclusions

Section89 setsoutvariousmultiple entitlementexclusionsthatare applicablein relationto youth
trainingallowance. Subsection89(4) providesthatyouthtraining allowanceis not payableto a
personif a paymenthasbeenor maybemadeto thepersonundercertainprescribedprogramsand
schemes.In orderto reconcilethe provisionwith therelevantsicknessallowancerequirements
Item 14 addsnew paragraphs 89(2)(ba)and (bb), refernngto the Adult Migrant Education
ProgramLiving Allowance andtheEnglishasa SecondLanguageAllowance,respectively.

Provisionalcommencementday

Section91 setsout theprovisionalcommencementday provisionsin relation to youthtraining
allowance. Theseprovisionsdiffer in a numberof respectsfrom thoseapplicableto sickness
allowancerecipients. So asnot to disadvantagethepersonsaffectedby the amendmentscontained
in theSchedule,modificationsaremadeto theapplicationof theprovisionalcommencementday
provisionsto personswho, undernewSubdivisionBAA, arenotrequiredto satisfy theactivity
test.

Item 16 insertsa new subsection91(1A), which providesthat, subjectto thefollowing provisions
in section91, if (underSubdivisionBAA) a personis not requiredto satisfytheactivity test, the
person’sprovisionalcommencementdayis theday on which thepersonbecameincapacitatedfor
work.

Subsection91(5)dealswith transfereestoyouth trainingallowance. Item 17 makesan
amendmentto subsection(5) to makeits operationsubjectto new subsections91 (5A) and (5B),
which areinsertedby Item 18.

New subsection91(5A) providesthat, subjectto subsection(SB), if a personis a transfereeto
youthtraining allowanceandthepersonis (underSubdivisionBAA) notrequiredto satisfythe
activity testandthepersonclaimsyouth trainingallowancewithin 4 weeksof his or hertransfer
day theperson’sprovisionalcommencementdayis theperson’stransferday This amendment
(whichgivesthe sicknessallowancetransferee4 weeksto claim ratherthanthe 14 days that is



applicableto othertransferees)takesaccountofthe 5 weekbackdatingrulethat is peculiarto
sicknessallowance.

Newsubsection91(5B)providesthat, if (underSubdivisionBAA) a personis not requiredto
satisfytheactivity testandthepersonis subjectto an educationleaver’swaiting period(see
subsection98(1))and thepersonbecameincapacitatedfor work while undertakingacourseof
education,theperson’sprovisionalcommencementdayis the lastdayon which thepersonwas
undertakingthecourse. This ensuresthat theperson’seducationleaverswaiting periodcannot
startwhile thepersonis still undertakinga courseofeducation.

Section92 of theAct setsoutwhenyouthtrainingallowancecanfirst be paid to a person. It
providesthat youth trainingallowanceis notpayableto a personbeforetheperson’sprovisional
commencementdayor, if the personis subjectto a waiting period(orperiods),the end ofthe
waiting period(s).

Item 19 insertsa new subsection92(2), which statesthat section92 doesnotapply to aperson
who (undernew SubdivisionBAA) isnot requiredto satisfythe activity test. A new Notealerts
the readerto thefact that theheadingto section92 is changed. Item 20 insertsnew sections92A
and 92B, which setsout specific commencementprovisionsin relation to personswho arenot
subjectto theactivity test.

Newsubsection92A(1) providesthat if apersonwho,undernewSubdivisionBAA, is not
requiredto satisfytheactivity testis qualified for youthtraining allowance,the allowanceis not
payableto thepersonbeforetheday workedout in accordancewith theprovisionscontainedin
the section

Newsubsection92A(2) providesthat, if a personclaims youthtrainingallowancewithin five
weeksafterthedayon which he or shebecameincapacitatedfor work and heor she is not subject
to a waiting periodyouthtraining allowanceis notpayablebeforetheperson’sprovisional
commencementday. Note2 directsthereaderto section91 (asamended),which providesfor the
person’sprovisionalcommencementday. Note I directsthe readerto thevariousprovisions
relevantto thequestionof thewaiting period.

Newsubsection92A(3) providesthat, if a personclaimsyouthtrainingallowancewithin five
weeksafterthedayon which he or shebecameincapacitatedfor work and heor sheis subjectto a
waiting period youth trainingallowanceis not payablebeforethefirst dayaftertheend of the
waiting period. Notes 1, 2 and 3 directthereaderto thevariousprovisionsrelevantto the
questionof thewaiting period.

Newsubsection92A(4) providesthat, if a personclaimsyouthtrainingallowancemorethanfive
weeksafterhe or shebecameincapacitatedfor work andthe Secretaryis satisfiedthat theperson’s
incapacityis the soleor thedominantcausefor the failure to claim youthtraining allowancewithi~i
thefive week period, youthtraining allowanceis not payableto thepersonbeforetheday
determinedby theSecretary. This givesthe Secretarya discretionasto the commencementdayif
he or sheis satisfiedthat theperson’sincapacitywasthecauseofthefailure to claim within the
five week period. New subsection92A(5) limits the Secretary’sdiscretionby providingthat the
day determinedundernewsubsection(4) mustnotbemorethanfour weeksbeforethe dayon
which thepersonlodgedtheclaim for youthtraining allowanceand,if thepersonis subjectto a
waiting period, mustnot bebeforetheend of thewaiting period. Notes1, 2 and 3 directthe
readerto thevariousprovisionsrelevantto thequestionof thewaiting period.



New subsection92A(6) providesthat, if apersonclaimsyouthtrainingallowancemorethanfive
weeksafterhe or shebecameincapacitatedfor work andthe Secretaryis notsatisfiedthatthe
person’sincapacityis the soleor the dominantcausefor the failure to claim youthtraining
allowancewithin thefive weekperiod, youthtraining allowanceis not payableto theperson
beforethedayon which theclaim is lodged.

Item 20 alsoinsertsa new section92B, which dealswith the payability ofyouth training
allowancein relationto a personwho is notrequiredto satisfytheactivity testbutwho is required
to attendan interview, etc. It providesthatyouthtrainingallowanceis notpayableif a personis
receivingyouthtrainingallowanceandthe Secretaryis of theopinionthat thepersonshould
contacta particularofficer of theDepartment,attendan interviewat a particularplace,completea
questionnaireor attenda medical,psychiatricor psychologicalexaminationandthe Secretary
providesthepersonwith a written noticeto thateffectandthepersonfails to takereasonable
stepsto comply with the requirementset out in thenotice. New subsection92B(2)providesthat
the noticeinformingthepersonoftherelevantrequirementmustinform the personof theeffectof
afailure to takereasonablestepsto complywith therequirementsetout in the notice.

Subsection99(10)of theAct dealswith circumstanceswherethe “educationleaverswaiting
period”, thetime a personleavingeducation(otherthansecondaryeducation)mustwait before
beingeligible to receiveyouth trainingallowance,maybereduced.Item 22 removesanow
redundantreferenceto “sicknessallowance”containedin the subsection.

Section114 providesthat the Secretarymayrequirethata personwho isreceivingor who has
lodgeda claim for youthtraining allowanceattendan office of theDepartmentor ofthe
CommonwealthEmploymentService. It is not intendedthat thisprovisionoperatein relation to
thepersonsaffectedby this Schedule. Consequently,Item 22 amendsparagraph 114(1)(a) to
exemptpersonswho arenot requiredto satisfytheactivity testfrom the requirementsof section

Point G5 of ModuleG to theAct governstheeffectamountsreceivedfrom friendly societiesby a
personhaveon the“ordinary incometest”. PointGS refersto a person“to whom youthtraining
allowanceis payablebecauseof section66”. As notedabove,section66 is repealedby Item 6 of
this Schedule. Consequently,Item 24 omits pointG5 andsubstitutesa new pointG5 that is re-
drafted in the light of theamendmentsmadeby the Schedule.

Item 25 providesthat theamendmentsmadeby this Scheduleareto takeeffectin respectof any
youthtraining allowancepaid after20 March 1996.

Thismeansthat “current” incapacitatedpersonsreceivingyouth trainingallowanceaswell as
recipientswho becometemporarilyincapacitatedfor work after20 March 1996 haveto be
assessedagainstthe newrules in respectof afortnight that commencesafter20 March 1996.

Theamendmentsmadeby this Schedulecommenceon 20 March 1996.



SCHEDULE 3

AMENDMENTS OF THE STUDENT AND YOUTH ASSISTANCE ACT 1973
RELATING TO EARNINGS CREDITS

ThisSchedulecontainsa numberof amendmentsto theearningscreditprovisionsthatapply to
recipientsofyouth trainingallowance.

Theseamendmentsaffectprovisionsconcerningthe rateof accrualof earningscredit, the
applicationof earningscreditbalanceto thecalculationof ordinaryincomeandthedeductions
from theearningscredit accountbalance.

Theamendmentswill:

- limit thefortnightly rateofaccrualof a person’searningscredit(from thecurrentratethat
is equalto thewholeamountof a person’sordinaryincomefreeareato a ratethat
representsthedifferencebetweena person’sfortnightly rateof ordinaryincomeandthe
amountof theperson’sordinaryincomefree area);

- removea currentprovisionthatprecludesa personwhoseordinaryincomewould reduce
his or her benefit rateto nil from accessingtheirearningscredit balance;

- limit themaximumamountof earningsthatmaybedisregardedasincomethroughtheuse
of earningscredit balance(from the currentmaximum$500in a fortnight to $100in a
fortnight); and

- limit theamountthat is to be deductedfrom a person’searningscreditaccount.

Theearningscredit schemeoperatesto providean incentivefor a personto undertakepart-time
or casualemployment. Whenthe ordinaryincometestis appliedfor thepurposesof calculatinga
person’sfortnightly rate of allowance,shortperiodsof remunerativework couldhavethe effectof
reducingthe person’srateof allowance. Theearningscreditschemecurrently allowsa recipient
of youthtrainingallowancewhoseearningscreditbalanceis greaterthan nil to earnan amount
from remunerativework and havetheearnings(up to thevalueoftheir earningscredit balancein
that fortnight ) disregardedfor the incometestpurposes.

Theproposedamendmentsmodify certainelementsof theearningscredit scheme.

Item 1: omits paragraph22l(1)(e).

Item 2: omits paragraphs221(I)((f) and (g) and substitutesnewparagraphs221(1)((f) and

(g).

Item 3: omitsModule C (Earningscredit) of Schedule4 and substitutesa newModule C
(Earningscredit) in Schedule4 and omitsModuleD (Drawing account)of
Schedule4 and substitutesa newModuleD (Drawing account)in Schedule4.



Item 4: The amendmentsmadeby Schedule2 apply for anyfortnight startingon or after
20 March 1996

THE AMENDMENTS IN GREATER DETAIL

Theearnings‘credit schemeunderSubdivisionK of Division 9 of the Act appliesto recipientsof
youthtraining allowance,

Subsection221(1)appliesonly to a personwho is “receiving” ayouth training allowance
(paragraph221(1)(a)refers). If a person’sallowanceceasesto bepayable(eg, whenarecipient,
of newstartallowancebeginsto engagein full-time employment),thepersonis no longer
“receiving” thebenefit from theday on which thebenefitceasedto bepayable. Therefore,only
the amountof moneyfrom remunerativework receivedby a personin respectof a periodending
on thedaybeforetheday on which thebenefitceasedto bepayablecanbe offsetagainstthe
person’earningscreditbalance.

Underthecurrentparagraph221(1)(e), if a personhasanearningscreditbalanceaccount(an “EC
balance”)andthe personhasearningsin a particularfortnight andtheperson’sordinaryincome
for that fortnight exceedstheperson’sordinaryincomefreearea,theperson’searningsmaybe
disregardedfor thepurposesof an ordinaryincometestbut only if theamountof theperson’s
ordinaryincomeis suchthat it doesnotreducetherateof socialsecuritybenefitfor thatperiodto
nil (for example,an incomeof $526 for a fortnight reducesto nil therateof newst’art allowance
payableto a singlepersonfor that fortnight).

Item I removesparagraph 221(I)(e). As aresult,a personwill be ableto accesstheperson’s
ECbalancein order to reducetheperson’sordinaryincomenotwithstandingthefactthat the
person’sordinaryincomeamountwould, if the incometestwasappliedto this amount,reducethe
rateofthebenefitto nil.

Currently,theamountof a person’searningsthatcanbe disregardedundertheearningscredit
schemefor thepurposesof applicationof an ordinaryincometestis limited to theamountof EC
balance,currently a maximumof $500(paragraphs221(1)(f) and(g) refer).

Item 2 omits paragraphs 221(I)(f)and (g) and substitutesnewparagraphs221(I)(f) and (g).
Thenewprovisionsdisregardfrom a person’sincome,for thepurposeof applyingan ordinary
incometest,an amountthat is the lesserofthefollowing amounts:

- a person’searningscreditbalance;

- theamountofmoney for remunerativework doneby the personduring an earningscredit
accountingperiod;

- $100.

New paragraphs 221(1)(l) and (g) lower the limit of the amountthatmaybedisregardedunder
earningscredit schemefor the purposesof an ordinaryincometestfrom thecurrent maximum
$500 to $100 perfortnight.

As a consequenceof the amendmentsmadeby items I and 2 a singlerecipientof youthtraining
allowancewho hasaccumulateda creditof at leastS100 will be ableto earnup to $626 in a



fortnight beforepaymentofthe person’sbenefitstops. Undercurrentprovisions,thepaymentof
theperson’sbenefitwould stopwhenthepersonearns $526in a fortnight regardlessofthe
amountof theearningscreditbalanceaccumulated.

Item 6 omits currentModuleC (Earningscredit) in Schedule4 andsubstitutesanew ModuleC

New pointC1(1) retainsthe currentrule thata person’searningscredit foranearningscredit
accountingperiodarisesif the person’sfortnightly rateof ordinaryincomefor thatperiodis less
thanthe person’sordinaryincomefreearea.

New point C1(2)specifiesthat theamountof earningscreditfor an earningscredit accounting
periodequalsthedifferencebetweena person’s“fortnightly rateof ordinaryincome”in that
periodandtheperson’sordinaryincomefreearea(currently,$60 per fortnight). New pointC1(2)
modifiesthe currentrule thata personaccruesanearningscreditequalto thewholeamountof
theordinaryincomefreeareaso that thecreditfor anearningscredit accountingperiodaccruesat
a rateequalto theamountof the“unused” ordinaryincomefreeareain thatperiod. Forexample,
currently, if a personreceivesincomeof $40 in a particularfortnight, a creditof $60 (thefull
amountofthe freearea)accruesfor that fortnight. Undernewpoint C 1(2), if apersonreceives
incomeof $40 in a particularfortnight, only $20 creditwill accruein that fortnight.

If~during an earningscredit accountingperiod, a personhasearningsfrom remunerativework,
theperson’s“fortnightly rateof ordinaryincome” referredto in ModulesC1(1) and(2) mayhave
beencalculatedundersubsection221(1). Thisallows the amountofearningsto bedeductedfrom
therateof ordinaryincome. Therefore,a person’searningscreditmay accruefor an earnings
credit accountingperiod in two situations:

- whena person’sfortnightly rateofordinaryincomeis lessthananincomefreearea(and
thereforeno incomereductionundersubsection221(1)applies);or

- whena person’sfortnightly rateof ordinaryincomeis lessthan theperson’sincomefree
areaas aresultof thesubsection221(1)reduction.

To makethis point clear, new point C1(3)(b) specifiesthat thereferenceto theperson’s
“fortnightly rateofordinaryincome” in pointC1(1)and(2) is a referenceto theperson’sreduced
incomerate. Theperson’sreducedincomerateisfurther definedastheperson’sfortnightly rate
of ordinaryincomefor theperiodafter taking into accountanyapplicationof subsection221(1) in
relation to amountsof money thatthe personhasearnedfrom remunerativework. Therefore,
underpoint C 1(1), whendeterminingwhetherthe earningscreditarisesin respectof a periodin
which a person’sfortnightly rateof ordinaryincomewasreducedundersubsection221(1),a
person’sreducedrateof ordinaryincomeis to betakeninto account.

A person’sreducedincomeratewould constitutetheperson’s“fortnightly rateof ordinary
income” referredto in point C 1(1) and(2) only if the personis not a memberof a coupleor if the
person’spartnerreceivesa social securitybenefit.

If a personreceivesa social securitybenefitand theperson’spartnerreceivesa social security
pension,anordinaryincomeof thepersonequalshalf oftheamountof thecombinedincomeof
bothmembersof thecouple.



To providefor theabove,newpointC1(3)(a)specifiesthat if a partnerof apersonis receivinga
socialsecuritypension,the referenceto theperson’s“fortnightly rateof ordinaryincome” in point
Cl (1) and (2) is a referenceto theamountthatequalshalfof thecombinedamoutitsofthe
personsreducedincomerate(that is, if applicable,theratereducedundersubsection221(1)) and
theperson’spartner’sincomerate. The partner’ incomerateis furtherdefinedasthepartner’s
fortnightly rateof ordinaryincomefor the period

Item 3 also omitsModule D (Drawing account)in Schedule4 andsubstitutes.a new Module 0.

ModuleD describeswhena persondrawson theperson’searningscredit accountandwhat the
amountdrawnis. Currently,pointDl providesthat a persondrawson theperson’searnings
credit account(if it is greaterthan nil) if during an earningscredit accountingperiod:

- thepersonhasearningsfrom remunerativework donein thatperiod; and

- theperson’sfortnightly rateof ordinaryincomeexceedstheperson’sordinaryincomefree
area;and

- theamountof theperson’sincomein an earningscreditaccountingperiod is suchthat it
doesnotprecludethepaymentofthe person’sbenefit.

A personthereforedrawson theperson’saccountin the samecircumstancesthat allow theperson
to offsethis or her earningsagainsttheperson’searningscreditaccount,that is, in the
circumstancesspecifiedin subsection221(1). Thedrawingon theperson’saccountis the
operationthatbalancestheoffset madeundersubsection221(1).

Item 3 omitspointDl (Drawing on account- recipientaccount)andpoint D3 (Amount to be
deducted)and substitutesa new pointDl (Drawing on account- recipientaccount),which
amendsModuleD to reflectthe requirementsof subsection221(1)(asamendedby items I and
2) and newpointD2.

New point 02 providesthat if anamountis disregardedundersubsection221(1) in applying
ordinaryincometestto a personor a person’spartner,thepersondrawson theperson’saccount.
thedisregardedamount.

Newpoint Dl makesit clearthat theapplicationof subsection221(1) is a prerequisitefor the
applicationof point Dl. Therefore,deductionfrom a person’searningscredit accountoccursonly
if thepersonmet requirementsof subsection221(1)and an amountof theperson’searningswas
disregardedfrom theperson’sordinaryincomeunderthat subsection.

Theamountdeductedfrom a person’searningscreditaccountequalstheamountdisregarded
undersubsection221(1), that is, maximumof $100in a fortnight.

New point D2 providesan exceptionfrom the rule expressedin newpoint Dl. Undernewpoint
D2, theamountdrawnfrom a person’searningscreditaccountwill be takennot to be drawnif the
person’srateof a benefit for a period is nil. In otherwords, if subsection22 1(1) wasappliedto
the personin respectof a periodand,asa result, theamountthat wasdisregardedunder
subsection22 1(1)wasdeductedfrom the person’searningscredit accountbut the person’srateol
a benefitfor theperiod turnedout to be nil, theamountdeductedfrom the person’saccountis to
be re-creditedto that account.



Thefollowing exampleillustrateshowthe earningscreditprovisionswill work:

ExampleA (a singlebeneficiaryora beneficiarywith a beneficiarypartner)

In a particularfortnight Johnhasearningsof $110andhasanearningscreditbalance(ECB) of
$180. Thefirst stepwould involvethecalculationof the lesserof theearnings,theECB or $100
(seenewparagraph221(l)(f)). In this caseit is $100. Undersubsection221(1),the $100is
subtractedfrom theearningsof $110leavinga residualincomeof $10. As this amountisbelow
theordinaryincomefreearea,his rateof paymenthasnotbeenaffectedeventhoughJohnhas
earned$lIO.

The $10 (John’sfortnightly rateofordinaryincome)is thenexaminedunderModule C-Cl,and,
asthis is lessthantheordinaryincomefreearea,theamountof John’searningscreditis
determinedby subtractingthe$10 fromthefree area($60). Theresulting $50 is John’snew
credit for thefortnight that is to beaddedto John’sECB. John’sECB isnow: $180 (the opening
ECB) less$100(seenewModuleD-D1) plusthe $50 newcredit= $130. In a subsequent
fortnight, Johnwill be ableto useup to $100from hisECB.

Theamendmentscontainedin this Schedulecommenceon 20 March 1996.



SCHEDULE 4

AMENDMENTS OF THE STUDENT AND YOUTH ASSISTANCEACT
1973 CONSEQUENTIAL ON THE AMALGAMATION OF JOB SEARCH
ALLOWANCE AND NEWSTART ALLOWANCE UNDER THE SOCIAL
SECURITY ACT 1991

The Governmenthasdecidedto amalgamatethejob searchandnewstartallowancesinto one,to
be calledthenewstartallowance.It isthereforenecessaryto removereferencestojob search
allowancecontainedin the Act. It follows that thetermjob searchallowanceappearingin the Act,
in theprovisionslisted below shouldbedeleted,with thetermnewstartallowance substituted.
This Scheduleremovesredundantreferencestojob searchallowance.

Thereferencesarefoundin thefollowing provisions.

Subsection58(1)underthedefinition of Commonwealthfunded employment program

ModuleD, pointD5, Subparagraph(b)(1)

ModuleE, pointES, paragraph(b)

ModuleF, point F3, paragraph(a)

Theamendmentscontainedin this Schedulewill commenceon 20 September1996, the day when
thetwo incomesupportschemeswill beamalgamated.
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