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SOCIAL SECURITY (1994 BUDGET AND WHITE PAPER)
AMENDMENT BILL 1994

OUTLINE AND FINANCIAL IMPACT STATEMENT
These amendments affect the Social Security Act 1991 (the Principal Act).
Low interest loan fringe benefits

Section 1157G of the Principle Act basically provides for a low interest loan provided
to a person to be a loan benefit. This loan benefit is then valued and the resulting fringe
benefit value is used in working out the person's rate of payment under the family
payment income test and the parental income test that applies to job search and
sickness allowance recipients aged under 18.

The amendment relating to the low interest loan fringe benefit provisions is to exempt
past and present employees of the Defence Force from the provisions if they receive a
low interest loan as a result of service with the Defence Force.

The financial implications of this amendment are nil on current interest rates. If interest
rates were to rise, the annual costs would be $6,600 at 11%, $221,000 at 12% and
$796,000 at 13.5%.

Housing loan fringe benefits

Schedule 7 of the Bill also makes amendments that are for the purposes of the family
payment income test and the parental income test for "under age" job search and
sickness allowance. The amendments extend the existing housing fringe benefit
provisions in the Principal Act to take into account payments from an employer to
cover costs associated with renting accommodation or a housing related loan.
(Currently, only housing directly provided by an employer is assessable under the
housing fringe benefit provisions.) The amendments also include a special provision
for valuing rental accommodation for employees of the Defence Force.

The new provisions that extend the housing fringe benefit provisions of the Act to
rental and housing loan payments are inserted by Item 1 of Schedule 7. The new
provisions apply to any employer/employee relationship, including that of the Defence
Force.

These amendments to the Bill are to exempt employees of the Defence Force from part
of the initiative. The result will be that past or present employees of the Defence Force
will not be subject to fringe benefit assessment of payments made directly or indirectly
by the Defence Force that are to enable past or present employees of the Defence
Force to meet housing loan costs. However, as the Schedule 7 provisions already
provide, employees of the Defence Force will be subject to fringe benefit assessment of
rental payments.

This amendment will cost approximately $4,400 per annum at current interest rates. If
interest rates were to rise, the annual costs would be $24,000 at 11%, $38,200 at 12%
and $60,000 at 13.5%.
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NOTES ON AMENDMENTS

Amendment 1 inserts two new items into Schedule 7 of the Bill relating to the low
interest loan fringe benefit provisions.

New Item 1B provides that a loan made by a provider to a recipient is not a loan
benefit for the purposes of the relevant fringe benefit provisions if the recipient is an
employee of the Defence Force and the provider is the Defence Force or a body
responsible for providing loans to employees of the Defence Force.

New Item 1A is a consequential amendment.
Amendments 2, 3 and 4 relate to the housing loan fringe benefit provisions.

The relevant provision of those inserted by Item 1 of Schedule 7 is new

subsection 11571(2). This provides that money or other valuable consideration paid by
an employer directly or indirectly to an employee to enable or assist the employee to
meet costs associated with a loan to which new subsection (3) applies constitutes a
housing benefit provided by the employer to the employee.

Amendment 2 amends new subsection 11571(2) so that it has no application to an
employee of the Defence Force. Amendment 3 inserts a new subsection 1157I(2A) to
specifically provide that money or other valuable consideration paid by an employer to
an employee of the Defence Force to meet costs associated with a loan to which new
subsection (3) applies does not constitute a housing benefit provided by the employer
to the employee.

Amendment 4 is a consequential amendment.

With employees of the Defence Force excluded from the operation of new subsection
11571(2) in this way, the subsequent provisions inserted by Schedule 7 that provide for
how to calculate the value of a housing loan fringe benefit simply do not apply to
employees of the Defence Force.

The new housing fringe benefit provisions inserted by Schedule 7 that provide for
assessment of a rental payment received from the employer will continue to apply to
employees of the Defence Force as well as to any other employee. This part of the
initiative is provided by new subsection 11571(4).
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