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General outline and financial impact

ThisamendmentaddsanewSchedule7 to theBill whichwill amendthe
SocialSecurityAct 1991 to give the newSuperannuationHolding Accounts
Reserve(theReserveis establishedby clause8 of theSmall Superannuation
AccountsBill 1995)thesameincomeandassettreatmentasis currently
givento superannuationfunds,deferredannuitiesandapproveddepositfunds.

Financial impact: Nil
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Background

TheTreasurerin his SuperannuationPolicy - Statementof Measures
announcedthe establislm-ientof anAustralianTaxationOffice (ATO)
collectionmechanismthatwill collectsmall superannuationcontributionsto
protectthe contributionsfrom depletiondueto feesandcharges.The
SuperannuationLawsAmendment(SmallAccountsandOtherMeasures)Bill
1995 will makeamendmentsthatarerequiredbecauseof the introductionof
thenewmechanism.

It is proposedthat theDepartmentof Social Securitywill treatthe small
superannuationaccountsmechanismsimilarto theway it treatsa
superannuationfund for the purposesof theSocialSecurityAct 1991 (the
Act). Thiswill, amongotherthings,allowthatDepartmentto excludethose
amountsfrom its incomeandassettestswherea personhasnotreachedage
pensionage.

Accordingly,this Schedulewill makeconsequentialamendmentsto theAct
to ensurethat the newsuperannuationcollectionmechanismis giventhesame
treatmentastheAct currentlyprovidesto superannuationfunds.

A referencetothe mechanismwill beincludedin all therelevant
superannuationfund provisionsratherthanjust beingdefinedas a
‘superannuationfund’ for thepurposesof theAct. This will reflectthe
inherentdifferencesbetweena superannuationfund andthe mechanismand
will helpto avoid confusionfor assessorswho mayreferto particular
superannuationfund provisionsin theAct without realisingthat thenew
mechanismis similarto theexistingdefinitionof a superannuationfund.
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Explanation of the amendment

Thisamendmentaddsa newSchedule7 to the Bill. The newSchedule
contains19 itemswhichareexplainedbelow.

Items 1 to 3 insertreferencesto ‘ATO small superannuationaccount’,and
“investor” into the indexof definitionsin theAct. In addition, thereferenceto
“investment” is amendedto includea referenceto thenewsubsection9(9A).

Items 4 and 5 inserta newsubparagraph8(8)(b)(iiia) to includea reference
to the newATO small superannuationaccount.Thisamendmentwill ensure
thatanyreturnfrom thenewaccountwill notbeincludedin the incometest
until the accountholderreachesagepensionage.

Althoughsubparagraph8(8)(b)(v)statesthat apersonlosestheincometest
exemptionif thepersoncommencesto receivea pensionor annuity from a
fund in paragraph8(8)(b), thesubparagraphwill haveno applicationto the
new ATO small superannuationaccountbecausethe Small Superannuation
AccountsBill 1995 doesnotallow anaccountholderto receiveeithera
pensionor an annuityfrom the account.

Item 6 amendsnote2 to paragraph8(8)(b)to referthe readerto the new
definition of “ATO smallsuperannuationaccount”in subsection9(1).

Item 7 insertstwo newdefinitionsinto the investmentincomedefinitions
provisionin subsection9(1)of the Act.

‘ATO small superannuationaccount’ is definedasanaccountkept in thename
of anindividual underthe Small SuperannuationAccountsBill 1995.

‘Investor’ is definedin relationto anATO small superannuationaccountas
the personin whosenametheaccountis kept.Thisdefinition expandsthe
definition asusedthroughoutthe Act to includepersonswho haveanaccount
setupunderthe Small SuperannuationAccountsBill 1995.

Item 8 omits thedefinition of ‘investment’ in subsection9(1) andsubstitutesa
newdefinitionto includeareferenceto the newATO small superannuation
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account.Thenewaccountis given thedefinitionprovidedfor in thenew
subsection9(9A)of theAct (seeitem 13 below).

Item 9 omits the definitionof ‘return’ andsubstitutesanew definitionto
includea referenceto thenewATO small superannuationaccount.‘Return’ is
defined,in relationto thenewATO small superannuationaccount,to include
thebalanceof theaccountthat is attributableto interest.This definition
providesthatany statutoryinterestpaidto anaccountholderunderthe Small
SuperannuationAccountsBill 1995 will beincludedin the definitionof
‘return’ for thepurposesof theSocialSecurilyAct 1991.

Item 10 omits thedefinitionof ‘superannuationbenefit’ in subsection9(1) and
substitutesanewdefinitionto includea referenceto a paymentunderPart 7
of the SmallSuperannuationAccountsBill 1995.Underthenewdefinition,
anypayment,whethermadeto theaccountholderor not,will beregardedasa
‘superannuationbenefit’ to theaccount-holder.Forexample,apersonwill still
be definedasreceivinga ‘superannuationbenefit’ if thepersonassignsthe
right to receivethepaymentto anotherperson.

Item 11 amendssubsection9(1B) to includea newparagraph(g). This
amendmentwill deema newATO small superannuationaccountto bea
‘managedinvestment’for thepurposesof theSocialSecurityAct 1991.

A notewill referthereaderto subsection9(1C) of theAct whichexcludesthe
newATO small superannuationaccountfrom the definitionof ‘managed
investment’if thepersonhasnotyet reachedagepensionage.

Item 12 insertsanewparagraph(ca) in subsection9(1 C) ofthe Act to
excludethe newATO small superannuationaccountfrom thedefinitionof
‘managedinvestment’if thepersonhasnot yet reachedagepensionage.

Item 13 insertsnewsubsection9(9A) to deemapersonto havean
‘investment’ if thepersonhasa newATO small superannuationaccountthat is
held in thenameof thepersonandhasa balancegreaterthannil.

Newparagraph9(9A)(b)providesthattheamountor valueof the investment
equalsthebalanceof theaccount.

Thisamendmentclarifies that thenew statutoryaccountsetup by theATO is
includedasan‘investment’ for thepurposesof theSocial SecurityAct 1991.

Item 14 amendssubsection9(1O)(b) to statethat a newATO small
superannuationaccountis ‘realised’whenit is withdrawnby the investor.
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Explanationoftheamendments

Underthe Small SuperannuationAccountsBill 1995,an account-holdercan
only withdrawthewhole of his or herbalanceof theaccount.Whenthe
account-holderwithdrawsfrom the account,any accruedinterestis paid into
the accountprior to the withdrawal.Accordingly, thebalanceof the account
on withdrawalis equalto thebalanceplusany accruedinterest.

Item 15 amendssection1080to providefor theassessmentof incomewhere
a personrealisesa newATO small superannuationaccountanddoesnotroll
themoneyoverinto a superannuationfund, an approveddepositfund, a
deferredannuityor animmediateannuity.

Items 16 and 17 amendssection1097 to providefor the treatmentof thenew
ATO small superannuationaccountwherea personhasnotreachedpension
age.In this case:

• thereturnonthe investmentis not treatedasordinaryincome(paragraph
1097(d));

• thereturnon theinvestmentincomeis nottreatedasordinaryincome
underthemanagedinvestmentrules(paragraph1097(e));

• if the investmentis realised,the proceedsare spreadacross12 months
(1097(f)).

Items 18 and 19 amendparagraphl118(l)(f) to providethat thenewATO
small superannuationaccountwill bedisregardedasan assetunderthe Act
until thepersonreachesagepensionage.
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