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

OUTLINE AND FINANCIAL IMPACT STATEMENT

TheseamendmentsaffecttheSocialSecurityAct 1991 (thePrincipal Act).

Low interestloanfringebenefits

Section1 157G of the PrincipleAct basicallyprovidesfor alow interestloanprovided) to a personto be a loanbenefit. This loanbenefitis then valuedand theresultingfringe
benefitvalueis usedin working out theperson’srateof paymentunderthe family
paymentincometestandtheparentalincometestthat appliestojob searchand
sicknessallowancerecipientsagedunder18.

Theamendmentrelatingto the low interestloanfringe benefitprovisionsis to exempt
pastandpresentemployeesof theDefenceForcefrom the provisionsif theyreceivea
low interestloanas a resultof servicewith theDefenceForce.

Thefinancial implicationsof this amendmentarenil on currentinterestrates.If interest
rateswereto rise, the annualcostswould be $6,600at 11%,$221,000at 12% and
$796,000at 13.5%.

Housing loan fringebenefits

Schedule7 of theBill alsomakesamendmentsthatare for thepurposesof thefamily
paymentincometestand the parentalincometestfor “underage”job searchand
sicknessallowance.The amendmentsextendtheexistinghousingfringebenefit
provisionsin thePrincipalAct to takeinto accountpaymentsfrom anemployerto
covercostsassociatedwithrentingaccommodationora housingrelatedloan.
(Currently,only housingdirectlyprovidedby anemployeris assessableunderthe
housingfringebenefitprovisions.)Theamendmentsalsoincludea specialprovision
for valuing rentalaccommodationfor employeesof theDefenceForce.

Thenewprovisionsthatextendthe housingfringebenefitprovisionsof the Act to
rentalandhousingloanpaymentsareinsertedby Item 1 of Schedule7. The new
provisionsapplyto anyemployer/employeerelationship,includingthat of the Defence
Force.

Theseamendmentsto the Bill areto exemptemployeesof theDefenceForcefrompart‘ of the initiative. Theresultwill be thatpastorpresentemployeesof theDefenceForce
will not be subjectto fringe benefitassessmentof paymentsmadedirectlyor indirectly
by the DefenceForcethat areto enablepastor presentemployeesof theDefence
Forceto meethousingloan costs. However,asthe Schedule7 provisionsalready
provide, employeesof the DefenceForcewill be subjectto fringe benefitassessmentof
rentalpayments.

This amendmentwill costapproximately$4,400perannumat currentinterestrates. If
interestrateswereto rise, the annualcostswould be$24,000at 11%,$38,200at 12%
and$60,000at 13.5%.



NOTES ON AMENDMENTS

Amendment 1 insertstwo newitemsinto Schedule7 of theBill relatingto the low
interestloanfringebenefitprovisions.

New Item lB providesthataloan madeby a providerto arecipientis not a loan
benefit for thepurposesof the relevantfringebenefitprovisionsif the recipientis an
employeeof theDefenceForceandtheprovideris theDefenceForceora body
responsiblefor providing loansto employeesof the DefenceForce.

New Item 1A is aconsequentialamendment. 4
Amendments2, 3 and 4 relateto thehousingloan fringebenefitprovisions.

Therelevantprovisionof thoseinsertedby Item 1 of Schedule7 is new
subsection11571(2). Thisprovidesthat moneyor othervaluableconsiderationpaidby
anemployerdirectlyor indirectly to anemployeeto enableorassistthe employeeto
meetcostsassociatedwith aloanto which new subsection(3) appliesconstitutesa
housingbenefitprovidedby theemployerto theemployee.

Amendment2 amendsnewsubsection11571(2)sothatit hasno applicationto an
employeeof theDefenceForce. Amendment3 insertsa new subsection11571(2A)to
specificallyprovidethat moneyor othervaluableconsiderationpaidby anemployerto
anemployeeof theDefenceForceto meetcostsassociatedwith a loanto which new
subsection(3) appliesdoesnotconstitutea housingbenefitprovidedby theemployer
to the employee.

Amendment4 is aconsequentialamendment.

With employeesof theDefenceForceexcludedfrom theoperationof new subsection
11571(2)in this way, the subsequentprovisionsinsertedby Schedule7 that provide for
how to calculatethe valueof a housingloan fringe benefitsimplydo notapplyto
employeesof the DefenceForce.

Thenewhousingfringebenefitprovisionsinsertedby Schedule7 that providefor
assessmentof arentalpaymentreceivedfrom theemployerwill continueto apply to
employeesof theDefenceForceas well as to anyotheremployee.Thispart of the
initiative is providedby new subsection11571(4).
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