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SOCIAL SECURITY(PARENTING ALLOWANCE AND OTHER
MEASURES) LEGISLATION AMENDMENT BILL 1994 (PgA Bill)

OUTLINE AND FINANCIAL IMPACT STATEMENT

Theseamendmentsto the IncomeTaxAssessmentAct 1936(TTAA) complementthe
replacementof partnerandhomechild careallowances,whichcommencedon 20 and
29 September1994respectively,with parentingallowanceasfrom 1 July 1995.
Beneficiaryrebateis tobe extendedto widowallowance.

Themeasureshavenil or negligibleimpacton revenue.

AMENDMENTS

1. Summary of chani~es

The amendmentswill:

makesupplementaryamounts(suchasrentassistance),paidwith parenting
allowance,exemptfrom incometax;

makeany amountof paymentof parentingallowanceup to themaximumbasic
componentof parentingallowanceexemptfrom incometax;

makethe balanceof provisionalrateof benefitparentingallowancetaxablebut
subjectto beneficiaryrebate;

providefor tax treatmentof bereavementpaymentsin relationto parenting
allowancesimilar to thatfor othersocialsecurityallowances;

makesomeconsequentialamendmentsrelatingto bereavementpaymentsfor

recipientsof partnerallowance;and

makewidowallowancesubjectto beneficiaryrebate.

2. Background

Homechild careallowance,to be subsumedinto parentingallowancefrom 1 July
1995,is to be exemptfrom incometax. (Themaximumrateis atpresent$60 per
fortnight). ThePgABill proposesthatthemaximumbasiccomponentof parenting
allowance,will initially be anamountof $60.Thusthe maximumbasiccomponentof
parentingallowancereplaceshomechild careallowanceatits full rate.In broadterms,
thebalanceof parentingallowancewill correspondto partnerallowance,for
recipientswith children,whichit supersedes.
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Partnerallowanceshouldbeexcludedfrom thedefinition of ‘rebatablepension’to
ensurethatpensionerrebatedoesnot applyto it. Beneficiaryrebatewill applyto
partnerallowance.

Thepresentprovisionsfor tax treatmentof widow allowancein thePgABill do not
providefor it beingsubjectto beneficiaryrebate.

3. Clausesinvolved in the changes

Amendment (1) effectivelyextendsexistingsubclause2(2) of the PgABill so asto
proposethat items33A to 33Eof Schedule3 will be takento havecommencedon
20 September1994.

Amendment (2) effectivelyaddstwo subclausestoexistingclause15 of the PgABill.
The newsubclause15(1) will providethatitems 162Ato 162Dof Schedule 1 apply in
relationtopaymentsmadeon or after 1 July 1995.Thenewsubclause15(2) will
providethatitem 162E of Schedule1 will applyin relationto paymentsmadeon or
after29 September1994.Subclause15(3)replacesexistingclause15.

Schedule 1 Part 4 of the PgA Bill

Amendment (3) insertsinto Schedule1 Part4 of the PgA Bill a heading which
indicatesitemsfollowing it will amendthe1TAA. Part4 of Schedule1 is concerned
with amendmentof Acts otherthanSSA91consequentialto amendmentof thatAct
proposedin thePgABill.

Item 162A: insertsa referenceto parentingallowancein the indexof paymentsunder
theSocial SecurityAct 1991 in SubdivisionB of Division 1AA.

Item 162B: insertsa referenceto parenting allowancein the tablethatdefines

supplementaryamountsin SubdivisionB of Division 1AA.

Item 162C: insertsNew section24ABXB: Tax treatmentof vnrions pnyrnentc

Newsection24ABXB providesfor tax treatmentof paymentsof parentingallowance
andrelatedbereavementpayments.Subsection(1) providesthatthewholeof each
paymentof non-benefitparentingallowanceis exemptfrom incometax. Paragraph
(2)(a)providesthatsupplementaryamountssuchasrent assistanceareexemptfrom
incometax. Thatpartof provisionalrateof parentingallowancethatdoes notexceed
themaximumbasiccomponentof parentingallowanceis to be exemptfrom income
tax [paragraph(2)(b)}. Thebalanceof eachpaymentis to be taxable[paragraph
(2)(c)I.

Bereavementpaymentsundersections95 1Y and951ZB of 55A91 will be exempt
from incometax [subsection(3)]. Theamountof lumpsumbereavementpayment
whichwill beexemptfrom incomewill bedeterminedusingexemptbereavement
calculatorAB in section24ABZD[subsection(4)].
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Item 162D: provides that the definitionof ‘rebatablebenefit’ beextendedto include
parentingallowanceto theextentthatthe amountis not exemptunderDivision 1AA.
Thiswill resultin beneficiaryrebatebeingapplicableto thatpartof parenting
allowancewhichis taxable.Beneficiaryrebateis calculatedso asto negatethetax on
afull-rate recipientof asocialsecuritybenefitor allowancewhohasno othertaxable
income.Therebateis reducedby 12.5 centsforeverydollar of othertaxableincome.

Item 162E:effectivelyexcludesparentingallowancefrom thedefinitionof ‘rebatable
pension’.This ensuresthatpensionerrebatedoesnot applyto parentingallowance.

Schedule3 Part 2 of the PM Bill

Amendment (4) insertsin Schedule3 of Part2 thePgABill a newheadingwhich
indicatesitemsfollowing it will amendthe ITAA. Part2 of Schedule3 is concerned
with amendmentof otherActs consequentialto amendmentsrelatedto partner
allowance.

Items 33A, B, C and D: effectively removefrom therelevantsectionsof the ITAA,
referencesto bereavementpaymentsforbenefit-increasepartnersrelevantto
Job SearchAllowance,NewstartAllowance,SicknessAllowanceandSpecialBenefit
respectively.With theintroductionof partnerallowancetheconceptof benefit-
increasepartnerceasedto exist.

Item 33E: amendsthe definitionof ‘rebatablepension’to ensurethatpartner
allowanceis not subjectto pensionerrebate.

$chedule4 Part 1 of the P2A Bill

Amendment (5) correctsadraftingerror.

Schedule4 Part 3 of the PM Bill

Amendment (6): insertsitems49Aand49B in Schedule4 Part3 of the PgABill.

Item 49A: amendssubsection16OAAA(1) of the1TAA to extendthedefinitionof
‘rebatablebenefit’ to includewidow allowance.Thiswill resultin beneficiaryrebate
beingapplicableto widow allowance.

Item 49B: amends subsection16OAAA(1) of the ITAA to excludewidowallowance
from thedefinitionof ‘rebatablepension’.Thisensuresthatpensionerrebatedoesnot
apply to widow allowance.








