
1993-94

THE PARLIAMENT OFTHE COMMONWEALTH OFAUSTRALIA

SENATE

SOCIAL SECURITYLEGISLATION AMENDMENT BILL (NO.2)1994

EXPLANATORY MEMORANDUM

SUPPLEMENTARYMEMORANDUM

AMENDMENTS RELATING TO NETRENTAL PROPERTYLOSS

(Circulatedby authorityof the HonJaniceCrosioMBE MP,
ParliamentarySecretaryto theMinisterfor Social Security,

representingtheMinisterfor SocialSecurity)

54370 Cat. No. 94 4573 3



SOCIAL SECURITY LEGISLATION AMENDMENT BILL (NO.2)1994

OUTLINE AND FINANCIAL IMPACT STATEMENT

TheamendmentsaffecttheSocialSecurityAct1991 andimplementa 1993Budget
measure.

Treatment of negative gearing

From 1 January1995, the incometestfor family paymentandtheparentalincometest
for ‘under age’job searchallowanceandsicknessallowancewill beamendedsothat
certaintax deductibleexpensesonrentalpropertyareincludedasincome. As a result,
incometestingarrangementsfor thosepaymentswill bemoreequitableandimprove
targetingof thepayments.Similar amendmentsareproposedfor AUSTUDY.

Thismeasurefollows on from thedecisionin the 1992Budgetto add backto taxable
incomethe valueof certainemployerprovidedfringebenefitsfor thepurposesof
applyingthe incometestsfor thosesamepayments.

Estimatedtotal savingsfrom this measureare$2.2lmin 1994-95,$6.12min 1995-96
and$6.20min 1996-97.



NOTES ON AMENDMENTS

Familypayment(FP)is subjectto an incometestwhich takesinto accounttheincome
of theapplicantand his or herpartner.Jobsearchallowance(JSA)andsickness
allowance(SA) for thoseagedunder18 years(underage)arealso subjectto an
incometestwhichtakesaccountof theapplicant’sparents’income(theparentalincome
test).

Currently,the incometestfor FP and the parentalincometestfor JSAISAis_basedon
‘taxableincome’asdefinedin the Income TaxAssessmentAct1936(theTax Act). If
a personhasrentalproperty, theTax Act allows thepersonto deductcertainexpenses
from the incomegainedfromtheproperty. Any resultingincomelossescanbe offset
againstotherincomeof thepersonwith thepersonpayingtax on thenet figure -

taxableincome Thisprocessis known as negativegearing Smcethenettaxable
incomefigureis also usedin incometestingfor FP andJSA/SA,apersonalsogets the
benefitof ‘negativegearing’for socialsecuritypurposes.

As announcedin the1993Budget,the incometestfor FP andtheparentalincometest
for ‘under age’ JSA/SAwill be amendedfrom 1 January1995 sothatthesedeductions
will be includedasincome.Accordingly,incometestingarrangementswill bemore
equitableandimprovetargetingof thesepayments.Thismeasurefollows on from the
decisionin the 1992Budgetto addbacktotaxableincomethevalueof certain
employerprovidedfringebenefitsfor thepurposesof applying the incometestsfor
thesesamepayments.

Amendment(11

This amendmentprovidesfor themeasuretocommenceon 1 January1995.

Amendment (21

Clause42E insertsanewdefinitionof ‘netrentalpropertyloss’ into section 1OAof the
PrincipalAct. The definitionof ‘net rentalpropertyloss’ is setoutin new
subsection1OA(15). Thenet rentalpropertyloss of apersonfor aparticulartax year
is theamountby which expensesincurredby thepersonon rentalpropertyin that year
exceedincomefromrentalpropertyin thatyear. If theexpensesdo notexceedthe
income,theamountis nil.

Clause42Fmakesamendmentsto BenefitRateCalculatorA (thatsetsouttheparental
incometestfor underageJSA/SA)in section1067 of thePrincipalAct.

Clauses42F(1 )(a) to(f) omit theword ‘taxable’from a numberof provisionsin
BenefitsRateCalculatorA to enablelaterprovisions,which addbackrentalproperty
losses,to work.
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Clause42F(1)(g)is an importantprovisionthatinsertsnewpoint 1067-023into the
PrincipalAct. Thisnewprovisionensuresthat,for thepurposesof the_parental
incometestfor ‘under age’ JSA/SA,incomeistakento be sumof thepersonandtheir
partner’staxableincomeandnetrentalpropertylosses.

Clause42F(2)providesthatthe amendmentsmadeby clause42F(1)apply toJSA/SA
payableonor after 1 January1995andto lossesincurredbefore,on or afterthat date.

Clause420changestheRateCalculatorforFamily Payment.

Clause42G(1)(a)insertsa newpoint1069-H2Dinto theRateCalculatorfor Family
Paymentto makesurethatthenetrentalpropertylossesof theperson’spartnerare
countedastheperson’swhenapplyingtheincometest.

Clause42G(1)(b)substitutesanewpoint l069-H21 thatmakessurethat,for the
purposesof the incometest,incomeforaparticulartax yearis thesumof theperson’s
(andtheir partner’s)taxableincome,adjustedfringebenefitvalue,targetforeign
incomeandnetrentalpropertylossesfor theyear.

Clause42G(1)(c)addstwo newstepsto themethodstatementfor basicFamily
Paymentsothat a person’snetrentalpropertylossesareaddedto income.

Clause42G(1)(d)addsanoteatthe endof point1069H-22directingthereaderto
subsection1OA(15) for thedefinitionof ‘netrentalpropertyloss’.

Clause42G(1)(e)addstwo newstepstothe methodstatementfor additionalFamily
Paymentsothat aperson’snetrentalpropertylossesareaddedto income.

Clause42G(l)(f) addsa noteat theendof point1069H-27directingthereaderto
subsection1OA(15) for thedefinitionof ‘netrentalpropertyloss’.

Clause420(2)providesthatthe amendmentsmadeby clause42G(1)apply toFP
payableon or after 1 January1995 andto lossesincurredbefore,on or after thatdate.
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