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SOCIAL SECURITY LEGISLATION AMENDMENT BILL (NO. 2)1994

OUTLINE AND FINANCIAL IMPACT STATEMENT

TheamendmentsaffecttheSocialSecurityAct1991 (thePrincipal Act) andthe
SocialSecurityLegislationAmendmentAct(No 3) 1992 andrelate to:

• allocatedpensionsandallocatedannuities;and

• the refusalto applyfor atax file number.

AllocatedPensionsandAllocatedAnnuities

Immediatelyfollowing theGovernment’s‘Security inRetirement’statementon
superannuationin June1992,the thenMinister forSocial Securityannouncedchanges
to the treatmentof allocatedpensionsandallocatedannuitiesunderthesocial security
incomeandassetstests.Amendmentsto give effecttothosechangeswereenactedby
theParliamentin Division 19 of theSocialSecurityLegislationAmendmentAct
(No3) 1992buthavenotcommencedas theirimplementationwasdeferreduntil the
laterof 1 October1993 or thedateof reportto the Senateby a Senatestandingor
selectcommitteeon theapplicationof Division 19. To date,no reporthasbeenmade
to the Senate.

Theamendmentsto theSocialSecurityAct1991 andtheSocialSecurityLegislation
AmendmentAct(No 3)1992provide,from 1 July1994,for:

• the repealof theamendmentsmadeby Division 19 andits commencement
provision;and

• theaccountbalanceof allocatedpensionsandallocatedannuitiesto besubjectto
theassetstest.

Theseamendmentsmeanthatthereis nochangetothecurrentincometesttreatment
of allocatedpensionsandallocatedannuities.Theonly changesareto the treatmentof
allocatedpensionsand allocatedannuitiesunderthe assetstest.

It isestimatedthat 300 socialsecurityclientswould beaffected,with annualreductions
inoutlaysof approximately$0.3m.



Refusalto applyfor a taxfile number

The SocialSecurityAct LegislationAmendmentBill (No. 2 )1994,as introduced,
providedfor amendmentsto bemadeto thetax file numberprovisionsin thePrincipal
Act soasto overcomethedecisionof theAdministrativeAppealsTribunal in
ReMalloch andSecretary,DepartmentofSocialSecurity. TheTribunal hadheldthat
thePrincipalAct doesnotpreventpaymentto a personwho doesnotprovideatax file
numberto theDepartmentbecauseheor shehasno tax file numberandhasno
intention of gettingone.

Subsequently,thePrivacy Commissionerindicatedconcernthatthe amendmentsdid
not takeaccountof thevoluntaryquotationprinciple thatis an integralpartof the tax
file numberscheme.ThePrivacyCommissioneragreedthattheproposedamendments
putbeyonddoubtthatreceivinga socialsecuritypaymentis conditionalon satisfying
the tax file numberrequirement,but requestedthatit bemadeclearthatthedecisionas
to whetheror notan individualappliesfor atax file number,in full knowledgeof the
consequences,restswith theindividual.

Furtheramendmentsprovidefor this. There areno financialimplications.



NOTES ON AMENDMENTS

Amendments (1) and (12)

Clause2 of theSocialSecurityLegislationAmendmentBill (No. 2)1994setsout the
commencementof eachprovisionin theBill

Amendment(1) providesfor the commencementon 1 July 1994of newDivision 10.
Division 10 dealswith allocatedpensionsandallocatedannuities.

Amendment(12) providesfor the insertionof new Division 10 into theBill toprovide
for theapplicationof theassetstestto allocatedpensionsandallocatedannuities.

Newclause42A insertsdefinitionsof “allocatedannuity” and“allocatedpension”into
section9 (investmentincomedefinitions)of the PrincipalAct.

Newsection9(8)providesthat a pensionor annuityis anallocatedoneif either the
paymentrateor thebasisof anyvariationin thepaymentrateis notfully definedin the
trustdeedor in theannuitycontract.

Newclauses42B amendssection1118to allow thevalueof anallocatedpension
accounttobe includedfor thepurposesof theassetstest.

Newclause42C amendssection1119 to allow thevalueof an allocatedannuity
accountto be includedfor thepurposesof theassetstest.

Newclause42D providesfor theomissionof subsection2(13)andthe repealof
Division 19 of the SocialSecurityLegislationAmendmentAct(No 3)1992.

Division 19 of the SocialSecurityLegislationAmendmentAct (No 3)1992 gave
effectto changesin the incomeandassetstreatmentof allocatedpensionsand
allocatedannuitiesthat hadbeenannouncedby the thenMinisterfor SocialSecurity
immediatelyfollowing theGovernments‘Securityin Retirement’statementon
superannuationin June1992.

Subsection2(13)of theSocialSecurityLegislationAmendmentAct (No 3) 1992
providedfor thecommencementof Division 19 on the laterof 1 October1993or the
dateof reportto theSenateby a Senatestandingor selectcommitteeon the
applicationof Division 19.
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Amendments (2) to (ii). (13) to (76)

Amendments (2) to (11)addresstheconcernof thePrivacy Commissionerthat the
amendmentsmadeto the tax file numberprovisionsby theSocialSecurityAct
LegislationAmendmentBill (No. 2 )1994,asintroduced,to overcomethedecisionof
theAdministrativeAppealsTribunalinReMalloch andSecretary,Departmentof
SocialSecurity,did not takeaccountof thevoluntaryquotationprinciplethat is an
integralpartof the taxfile numberscheme.

In summary,Amendments(2) to (11):

- makeit clearthat the Secretarymayrequestbutnotcompelaperson(betheya
claimantfor, or arecipientof, a socialsecuritypayment),toprovidea taxfile
number;

- makeit clearthat the Secretarymayrequestbutnotcompelaperson(betheya
claimantfor, orarecipientof, asocialsecuritypayment,to providetheir
partner’staxfile number;

- statethat asocialsecuritypaymentis notpayableif thepersonhasnotsatisfied
the requestwithin 28 daysandhasnotbeengivenanexemptionby the
Secretaryfrom satisfyingtherequest.

Amendments (2) to (6) that relate toclause5 of theBill, areconsequential
amendmentsandomit thewords“required” and “requirement”in variousproposed
new sectionsof thePrincipalAct andsubstitutethemwith “request”or “requested”,as
appropriate.

Amendment (7) omits theproposednewsections426 and427 in clause5 of theBill
and substitutesproposednewsections426 and427.

New subsection426(1)providesthatthe Secretarymayrequestbutnotcompela
personclaiming adisability wagesupplementto providea written statementof the
person’stax file number. Thenew subsection426(1)also allowsa secondoption, ie to
requestbutnotcompela personwhodoesnothavea tax file numberto apply for a
numberand togive a writtenstatementof the numberto theSecretarywhenthe
numberissues.

Newsubsection426(2)providesthat disabilitywage supplementis notpayableto a
claimantof disabilitywagesupplementif, at the endof 28 daysafterthe requesthas
beenmade,thepersonfails to satisfythe requestandhasnotbeengivenanexemption
by the Secretaryfrom havingto satisfytherequest

A Notepoints outhow therequestcanbe satisfiedin somecases.
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Newsubsection427(1)is similarto subsection426(1)and dealswith requestsmadeby
the Secretaryto theclaimantfor theclaimanttoprovidea statementof the tax file
numberof thepartnerof the claimant.

New subsection427(2)is similarto subsection426(2).

Amendment(Si omits theproposednewsections444 and445 in clause5 of theBill
andsubstitutesproposednewsections444 and445.

Proposednewsection444 is similar to newsection426 exceptthatit dealswith
recipientsof disability wage supplement.

Proposednewsection445is similar to newsection427 exceptthat it dealswith the
partnersofrecipientsof disabilitywagesupplement.

Amendment (9) omitsclause34 of theBill andsubstitutesnewclauses34 and34A.

Clause34(a) amendsparagraph46A(1)(a)soas tocontemplatethattheSecretarymay
haverequestedthe personundersection51A or 67A to give awritten statementof the
person’stax file numberor to apply for atax file numberandprovideawritten
statementof thenumberonceit issues.

A consequentialamendmentis madeto paragraph46A(1)(b)by clause34(b)to
substitutethe word “requirement”with “request”.

Thecurrentterminologyin paragraph46A(3)(a)is changedby clause34(c) so thatit
betterfits the situationwheretheSecretaryhasrequestedapersonto apply for atax
file number. Theparagraph,asamended,permitsa persontodeclarethat theyhave
appliedfor atax file numberandthis will satisfy the requirementsof section46A.

Clause34(d) addstothe rangeof optionsavailableto theCommissionerof Taxationin
telling theSecretarywhatstatustheperson’sapplicationfor atax file numberhas. The
amendmentallows theCommissionerto statethat noapplicationhasin factbeen
made.

Clause34A makesconsequentialamendmentstosection46Bof thePrincipalAct - this
sectiondealswith theprovisionof the taxfile numberof thepartnerof a person
claiming or beingpaidagepension- by omitting thewords “required” and
“requirement”andsubstitutingthemwith “requested”or “request”,asappropriate.

Amendments (10)and(11) make similaramendmentsto Amendments(7) and(8),
respectively,in relationto agepension.

Like Amendments(10)and (11), Amendments(13)to (76) makesimilar
amendmentsin respectof the othersocialsecuritypaymenttypes.
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