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SOCIAL SECURITY LEGISLATION AMENDMENT BILL (NO 3) 19551

QUTLINE AND FINANCIAL IMPACT STATEMENT

This Bill will give effect to a number of measures most of
which were announced in the 1991-92 Budget.

The legislation primarily involved is the Social Security
aAct 1381, the Act 1873, the Naticonal Health
Act 1953 and the Income Tax Assessment Act 1936,

Unless otherwise indicated the measures inveolve amendment of
the Social Security Act 1581.

SOLE PARENTS

. An education entry payment of $200 will ke introduced from
1 January 1992. The lump sum payment will be available to
persons who make a proper claim for the payment, who are in
receipt of scle parent pension and whe are qualified feor an
education supplement under the AUSTUDY scheme. Only one
education entry payment will be available to a person each
calendar year.

Estimated program costs of this measure are $0.90m in 1991-92
and $1.00m in 1992-%3.

BEKEFITS

. From 1 January 1992, 16-17 year olds in substitute care who
do not receive or attract a substitute care or similar
allowance from the relevant State/Territory Government will
be eligible for the independent rate of job search
allowance or sickness allowance.

Estimated program costs of this measure are $0.50m in 1991-92
and $0.%0m in 1992-%3.

. Job search allowance and sickness allowance will be
available to persons under 16 years of age who meet the
requirements of job search allowance cor sickness allowance
apart from age, who are above minimum school leaving age or
over 15 years of age with a formal exemption from attending
school, who have an employment history and who are not
living with or being supported by a parent or parents.

This measure will commence on 1 January 1992.

Estimated pregram costs of this measure are $0.06m in 1991-92
and $0.12m in 1992-%3.



. Qualification conditions for the independent rate of job

_. . search allowance or sickness allowance will bhe modified so
that 16 and 17 year 0lds must have been either emploved
full-time {(current requirement) or registered with the CES
as seeking full-time work (new alternative requirement) for
at least 13 weeks in the last & months before the
independent rate of job search allowance or sickness
gllowance is payable. This measure will commence on
1 January 1992,

Estimated program costs of this measure are $0.%0m in 1991-92
and $1.90m in 19%2-52,

. From the day of Royal Assent, neither job search allcowance
nor newstart allowance will be payable to persons receiving
income that is paid by a community or group from funds
provided under a Commonwealth funded employment program,

If the person's partner is receiving such income, the
persen will not be entitled to an additional payment in
respect of the partner,

Estimated program savings from this measure are $1.62m in
1991-9%2 and $10.32m in 1992-5%3.

FAMILIES

. Child disability allowance will be increased by $2.15 a
week to $62.05 a week, This measure will restore child
disability allowance to its value in real terms at the time
of its intreoduction in 1%87.

. The increase will alsc apply to disability support
pensioners who are under 21 years and who attract the vouth
disability supplement.

These measures will operate from 2 January 19%2,

Estimated program costs of these measures are $2.70m in 1991-92
and $5.70m in 1992-93.

. A person will be allowed 13 weeks from the date of birth of
a child in which to claim family allowance, family
allowance supplement or deouble orphan pension to have the
claim backdated to the date of birth. This measure will
commence on 1 January 1992,

Estimated program costs of this measure are $0.80m in 1991-92
and $1.60m in 1992-93.



From 1 January 1992, a person‘'s family allowance supplement
will be recalculated where the person’s income increases to
125% of his or her base tax year income even though the
increase was not related to a notifiable event.

Estimated program savings from this measure are $8.45m in
1991-92 and $10.56m in 1932-92.

A family assets test of $600,000 (taking into accecunt the
assets of parents and their dependent children hut
excluding the family home and net of debts) will be
introduced for family allowance.

The family allowance supplement parental assets test will
be replaced by a new family assets test which takes into
account the assets of parents and their dependent
children. The assets limit will remain at $347,500 as at
present.

A hardship test will be introduced to protect families with
assets above the family allowance and family allowance
supplement thresholds where those assets are producing very
low income.

These measures will commence on 1 January 1992 with the
hardship provisions applying until 31 December 1993.

Estimated program savings from these measures are £12.75m in
1991-92 and $25.50m in 1952-%3.

The income threshold at which full rate family allowance
supplement is payable to a person will be increased and
aligned with the AUSTUDY threshold {currently $19,300 but
increasing to $20,700 on 1 January 1982). Subsequently,
the threshold amcunt will be indexed in accordance with
movements in Average Weekly Earnings on each 1 .January.

The threshold amount will continue to be increased by $624
{not indexed) for each child after the first.

This measure will rwmence on 1 April 199%2.

Estimated program costs ~f these measures are $20.00m in
1991-32 and $79.10m in 1992-93.

From 1 Janudry 1992, health care card entitlement will be
limited to existing family allowance supplement recipients
and new recipients of full rate family allowance supplement.



. This measure will involve amendment of the Social Security

_ Act 1891, the Health Insur the Neational—
Health Act 1953,

Estimated program savings from this measure are $5.20m in
1991-92 and $11.44m in 199%92-93.

. This Bill will also effect a number of minor changes, from
1 January 1992, in the area of families administration.

These measures have nc financial implications.

ASSETS

. The assets test will be modified to allow primary
producers to deduct liabilities which relate to the
carrying on of primary production from the value of assets
used in that production. This measure will commence on
1 January 1992.

Estimated program costs of this measure are $0.40m in 1991-92
and $0.40m in 1992-93.

. Prom the day of Royal Assent, the rules for assessing
notional ordinary income within the hardship provisions
will be modified =0 that owners of residential premises
that are occupied by family members in certain situations
will not be penalised because the premises are not
attracting commercial rates of rent.

This measure has negligible financial impact.

EXCLUDED SECURITIES

. With effect from the day of Rcyal Assent, the value of a
person’s asset will be taken to be reduced by the value of
a ¢harge or encumbrance on the asset only if the person or
the person's partner gets the direct benefit of a loan
secured by the charge or encumbrance.

This measure has ne financial implications.

BEREAVEMENT

. If a child died on or after 17 August 1991, the parent may
be eligible for special assistance by way of payment for 4
weeks of family allowance, child disability allowance or
double orphan pension.



This measure will give effect to the Minister's commitment,
foliowing the Strathfield tragedy, to assist bereaved
families.

Estimated program costs of this measure are $0.05m m in 1991-92
and $0.15m in 1992-93.

. From 26 March 19%2, widowed person allowance will be
payable for 14 weeks {(instead of the current 12 weeks) from
the death of the partner.

. Froem 1 July 1992, bereavement measures will extend to long
term social security recipients and their partners.

Estimated program costs of these measures are $0.05m in 1991-92
and $0.52m in 1992-93.

RENT ASSISTANCE

. The rent assistance waiting period for recipients of job
search allowance, newstart allowance, sickness allowance or
special benefit who have no children and who are aged
between 18 and §0 years, and for disability support
pensioners aged between 18 to 20 years, will be reduced
from 26 weeks to 18 weeks., This measure will commence on
20 March 1992,

Estimated program costs ¢of this measure are $2.60m in 1991-92
and $9.30m in 1992-93.

. Also from 20 March 1992, eligibility for rent assistance
will be extended to under 18 year 0lds who receive the
homeless/independent rate of job search allowance, sickness
allowance, disability support pension or special benefit
and who have been receiving social security income support
for at least 18 weeks.

Estimated procgram costs of this measure are $0.70m in 1991-92
and $2.80m in 1992-93.

DISABILITY REFORM PACKAGE

. Minor consequential amendments arising as a result of the
implementation of major reforms to restructure income
support for the disabled and the sick will also be magde to
the Data-matching Program (Assistance and Tax) Act 1990,
the Defence {Re-esitablishment) Act 1965, the Health
Insurance Act 1973, the Hational Health Act 1953, the
Re-establishment and Employment Act 1945, the Social
Security Act 1991, the Veterans' Eptitlements Act 1986 and
the Veterans' Entitlements (Transitional Provisions and
Consequential Amendments) Act 1986,

These consequential measures have no financial impact.



SOCIAL SECURITY LEGISLATION AMENDMENT BILL {NO 3} 1991

FPART 1 - INTRODUCTORY

Part 1 of the Bill sets ocut how the amending Act is to be
cited [clause 1], when various Parts, Divisions or sections
of the Act are to commence [clause 2] and, where necessary,
the application dates of some of the changes [clause 3].

Part 1 also provides that, for convenience, the Social

ig referred toc in the amending Act as the
*Principal Act®. [Clause 1]

Page 1



PART 2 - AMENDMENT OF THE SOCIAL SECURITY ACT 1991

DIVISION 1 - SPECIAL CHILD BEREAVEMENT PAYMENTS

1. Summary of the proposed changes

Bereavement payments of family allowance (FA), child disability
allowance (CDA) and double orphan pension (DOP) will be paid
for four weeks to certain persons whose ¢hild dies on or after
17 August 1991,

2. Background

Bereavement provisions basically allow for the continuation of
payments where the death of a person would otherwise cause
those payments to cease. The Principal Act currently allows
for the continuation of FA, CDA and DOP for 14 weeks where a
child dies, but this is subject tc a number of limitations.

For example, with gome FA bereavement payments, not only must
the child who was previously attracting FA have died, but in
addition, the child must have been the only FA child and also
attracting either a dependent child add on, 2 guardian
allowance cor FAS.

This means that payments sometimes stop immediately after
death. This was highlighted by the death of a child during the
Strathfield tragedy. The Act did not authorise payments
because all the current qualification provisions for
bereavement payments were not satisfied,.

Consequently, the Act will be changed to provide special
short-term assistance where a child dies. The qualification
criteria for this payment will be less stringent than for the
other bereavement payments. The provisions will be backdated
so that special assistance will be provided as from the day of
the Strathfield tragedy.

3. Clauses involved in the changes

Clauge 2: specifies the commencement date as 17 August 19%1.

Clause 4: amends the heading to Subdivision A of Division 10
of Part 2.17.

Clause 5: =sdds a Note to section 886 to inform the reader

that a person who fails to satisfy paragraph 886{(d) might still
qualify for FA payments under new section 8%0AA.
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Clause 6: adds a Note to section 887 to inform the reader

that a person who fails to satisfy paragraph 887(d) might still
' qualify for payments under new Subdivision AA of Division 10 of

Part 2.17,

Clause 7: provides for special assistance by way of payment
for four weeks of FA.

Clause B: adds a Note to section 991 to inform the reader

that a person who fails to satisfy paragraph 991(c) might still
} qualify for payments under new Subdivision AA of Division 10 of

Part 2.19.

Clause 9: provides for special assistance by way of payment
for four weeks of CDA.

Clause 10: amends the heading tc Subdivision & of Division 10
of Part 2.20.

Clause 11: adds a Note to section 1033 to inform the reader
that a person who fails to satisfy paragraph 1033{(c¢) might
still gualify for payments under new section 1034AA.
Clause 12: provides for special assistance by way of payment
for four week& of DOP.

4. Explanation ¢f the changes
Special short-term assistance will include FA, CDA and DOP. 1If
2 child who was attracting such a payment died, then those
payments could continue. To implement this proposal, changes
will be made to all the modules of the Principal Act which deal
with those payments.
However, since the changes for FA provide a model for all the
changes, only the amendments dealing with this payment zre
explained below.
The *FA model*® [Clause 7]
This is a new payment and invclves the addition of a new
Subdivision. The most important aspect is the provisions
dealing with qualification.

New section 8%0AA zllows a person to qualify for special short
term assistance of FA payments for four weeks if:

’ . the person is receiving FA for a dependent child; and
the child dies; and

. the child was the only FA child of the perscon; and
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. the person is not qualified for other bereavement
payments under section 886.

This demonstrates how the qualification criteria for this
payment are less stringent. In a case where the only FA child
dies, short term assistance will be payable without the need
for the child to have heen attracting a child add on or FAS.

The current bereavement payments are retained but the
qualification criteria for the new payment ensure that double
payments will not be possible.

New section 830AB allows a person to qualify for bereavement
payments of four weeks payment of FA if:

. the person is receiving FA; and
a dependent child of the person dies;

. immediately before the child died, the person's rate
FA rate included a FA child rate for that child; and

. the person is not qualified for bereavement payments
under Subdivision A of Division 10 of Part 2.17.

New section B90AC sets out how a person’'s FA rate is to be
calculated where he or she is qualified for a payment under new
Subdivision AA of Division 10 of Part 2.17.

The other payments (ie CDA and DOP} will have similar
qualification provisions allowing payments without the need for
the c¢hild to have been attracting add ons or FAS. A person can
qualify for one or more of these payments depending on his or
her circumstances.

5. Commencement

These changes are to be taken to have come into effect on
17 August 19%1.
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T 77 1. Summary of the proposed changes

DIVISION 2-EDUCATION ENTRY PAYMENT FOR SOLE PARENT PENSIONERS

Certain scle parent pensioners will be qualified to receive a
$200 lump sum payment each calendar year to help with educaticon
costs.

2. Background

Sole parents face costs on entering educsation. In order to
encourage sole parents to undertake courses of study it has
been decided to pay them education entry payments. It will be
possible to get only one such payment in respect of each
calendar year. A person will qualify for the payment only if
he or she is currently receiving sole parent pension, has
enrclied in a course of study (either full-time or part-time}
and is eligible for payments under the AUSTUDY scheme
administered by the Department of Employment, Education and
Training {DEET).

3. Clauses involved in the changes

Clause 2: specifies the commencement date as 1 January 1992.

Clause 13: adds a Note to section 269 to inform the reader
about education entry payments.

Clause 14: sets out the qualification provisions for payment,
the amount and how to make a claim,

4, Explanation of the changes

As from 1 January 1992 new section 665A provides that a person
will qualify for an education entry payment if:

. the person is receiving a sole parent pension; and

. the person is qualified to receive 'education
supplement*® under the AUSTUDY scheme; and

. the person has not already received such a payment for

which he or she has made a claim in the current
calendar year.
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A person will not get an education entry payment unless he or
she is enrolled in a course of study (either full or part-time)
and the course is the kind which is approved by DEET as being
one to which AUSTUDY extends.

No more than one payment will be made in each calendar year in
respect of an individual claim. This would mean that if there
was a claim in a calendar year 1 and the Department of Social
Security was late in making payment {(ie paid in calendar

year 2) then the person could still get another payment in
calendar year 2 but only if he or she made a new claim in that
year.

New section 665B provides that the amount of the payment is be
$200.

Under new section 665C, a person will not qualify for the
payment unless he or she makes a claim in writing in a form
approved by the Secretary. In most cases, the Department will
require the person to produce a letter from DEET to say that he
or she has been granted AUSTUDY before the delegate could be
satisfied that s/he is qualified for payments under the AUSTUDY
scheme. [Clause 14]

5. Commencement

The changes will come into effect on 1 January 13392,
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DIVISION 3 ~ EXTERSICN OF HARDSHIP PROVISIONS

1. Summary of proposed changes

The rule for werking out the notional annual rate of income as
set out in subsection 1130(5) will be modified in respect of
accommodation provided by a person to ancother family member in
certain situations.

It will mean that the family member's financial situation must
be taken into account in working out {(under subsection 1130(5)}}
the notional rent that the accommodation could attract
commercially.

2. Background

The financial hardship rules cater for people who have
substantial assets that produce little or no income and cannot
be readily sold or used as security for a loan but that either
prevent a pension being payable or reduce the amount payable
under the assets test. A person who qualifies under the
hardship rules has the value of those asseis disregarded and is
subject t¢ a special income test that may allow some pension to
be payable or payment at a higher rate than would otherwise be
the case,

The special income test involves working out a person's maximum
payment rate (eg, see Step 4 of the method statement at point
1064-A1 of the Principal Act) and then deducting the person's
adjusted annual rate of ordinary income - subsection 1130(2)
refers. Subsection 1130(3) sets out the components of the
person’'s adjusted annual rate of ordinary income, cne of which
iz the greater of the real or notional annual rate ¢f ordinary
income from unrealisable assets - paragraph 1130(3}(c¢) refers,
Subsection 1130(5) establishes that the notional annual rate of
ordinary income from unrealisable assets is either 2.5% of the
value of the person's and partner's unrealisable assets or the
annual amount that could reascnably be obtained from a purely
commercial application of those assets, whichever is the less.

Subsection 1130(6) modifies the notional annual rate of
ordinary income rule in the situation where a family farm is an
unrealisable asset of the person. It applies if the family
farm is being operated by a family member of the person and it
is considered unreasonable for the farm to be used for any
other purpose. It is necessary that the overall financial
gituation of the family member operating the family farm be
taken into account in working out the perscn’s notional annual
rate of ordinary income from the farm. Subsection 1130(7)
makes it clear thet subsection 1130{(6) doesn't restrict the
matters which the Secretary may take into account in assessing
the family farm's commercial value,
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The change will extend the principle embodied in the family
farm situation to owners of residential premises that are
occupied by family members in certain situations.

i ved in the ch es

Clause 2: specifies the commencement date as the date of
Royal Assent,

Clauses 15 and 16: transfers the definition of *"family
member" from section 3A te subsection 23(1).

Clauses 17 and 18: amends the Notes to sections 518 and 597
that will direct the reader to the definition of *family
member” in subsection 23(1) instead cof secticn 5A.

Clause 19: amends section 1130 by inserting a new
subsection (S8A) which contains the substance of the proposal.

Clause 20: inserts a new clause 40 into Schedule 1A of the
Principal Act to provide that any determinations made under
paragraph 5a{c) {(repealed by clause 15) will still have
effect because they are taken to have been made under
paragraph {c) of the new definition of "family member® in
subsection 23(1).

4. Explanatiop of the changes

Section 23 of the Principal Act will be changed by inserting
new definitions. The definition of "family member® that
applied for the purposes of the job search and newstart
allowance provisions dealing with the effects of a move to an
area of lower employment prospects is to be used for this
extension of the financial hardship provisions. As the
definition will apply in situations relating to social security
pensioners as well as beneficiaries, it is to be moved to the
general definitional area in section 23.

When will the extension of the hardship provisions apply?

It will apply if the accommodation that is owned by a
pensioner cr prospective pensioner (or partner} but is
occupied by another family member is an unrealisable asset
and it is considered unreasonable for the accommodation to
be used for any other purpose. The modification will apply
in only certain situations as feollows:

. the residential premises owned by the person provide
accommodation for a family member who has previously
provided substantial care for the person in that
accommodation when it was the person’'s home. For
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example, this may apply where the person is now in a

_nursing home and a family member, whe had previously

been providing substantial care to the person, is

living in the perscen's former home. The person still
owns the home but cannct get a pension because the
value of the former home prevents it being payable
under the pensions assets test; or

. the accommodation is provided for a family member who
has resided there for at least 10 years; or

. the accommodaticn is provided for a child ¢f the
person if the child has a disability and the person is
promoting that child's independent living.

What is the effect of the extension to the hardship
provisions?

Pensioners to whom this change will apply may have their
rate of pension increased. If their rate is currently
being assessed under the financial hardship provisions and
the rate includes a component to reflect existing
subsection 1130(5) {(ie, the compcnent reflects the rental
return that could be expected from a purely commercial
application of the residential premises), then that
component might be reduced as a result of the Secretary
having to take into account the family member's financial
situation. It follows that if the person's notional annual
Iate of ordinary income is reduced, then the person’'s rate
should increase.

The changes may also allow some people to get a pension
whereas previcusly no pension was payable to them either
owing to the applicaticn of the assets test or under the
special ordinary income test applicable to the financial
hardship provisions.

5. Commencenment

The changes will come intc effect on the day of Royal Assent.
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DIVISION 4 - EXTENSION OF JOB SEARCH ALLOWANCE AND SICENESS
ALLOWARCE QUALIFICATION

1. Summary of the proposed changes

The changes will:

{a) provide that for an independent young person, 13 weeks
registration with the CES will be interchangeable with
+he requirement to have been employed;

(b} extend the independent rate of Job Search Allowance
{JSA}, Sickness Allowance {(SA)} and Special Benefit
{SpB) to 16 or 17 year old persons in substitute care
{care by a person other than the natural or adoptive
parent in the carer‘s own home) under the law of a
State or Territory for whom no substitute care or
similar allowance is being paid for the upkeep of that
person by an authority of the State or Territory; and

{c) extend qualification for JSA to 15 year olds who meet
the requirements of JSA apart from age, who are above
the minimum school leaving age or have a formal
exemption from attending school, who have an
employment history and whe are not living with or
being supported by a parent.

2, Background
Independent young person

The current JSA and SA provisions relating to young people aged
16 to 17 years (based on a definition of "independent young
person") have helped tc improve the circumstances of many young
people. However, many face hardship because, although they
have lived away from hceme for a substantial period, they are
precluded from JSA or SA as they do not meet the employment
requirement set down in this definition.

Extension of JSA/SA to certain persons in substitute care

At present, 16 toc 17 year old persons in substitute care for
whom ne substitute care or similar allowance is being paid for
their upkeep by an authority of the State or Territory receive
the basic rate of JSA/SA unless they gqualify for the
independent rate under other criteria. From 1 January 1992,
DS5 arrangements will be in line with AUSTUDY entitlements for
16 to 17 year old persons in substitute care.

Page 10



Extend JSA/SA to certain 15 year olds

There are currently unemployed and sick 15 year olds who
receive special benefit on the ground that they would, apart
from age, qualify for JSA or SA respectively. These special
beneficiaries are regquired to comply with all the usual JSA or
SA gualification and payability conditions but are subject te
more rigorous income testing, ie, dollar for dollar reducticn
in benefit for each dollar of income earned.

Persons in this category are not eligible for
transition-to-work incentives such as the employment entry
payment and are not generally eligible, under Department of
Employment, Education and Training guidelines, for the labour
market assistance available for 16 and 17 year old JSA
recipients. This places 15 year olds who are essentially in
the same position as their 16 and 17 year o¢old JSA counterparts
at a distinct disadvantage.

3. Clauses involved in the changes

Clause 2: specifies the commencement date as 1 January 1992,

Clause 21: smends section 5 (Family relationships definitions
-~ ¢hildren).

Clause 22: amends section 513 {(Qualification for job search
allowance).

Clause 23: amends section 666 {Qualification for sickness
allowance) .

Clause 24: amends section 1067, Table B of peoint 1067-Bl
{Rate of job search allowance {under 18} and sickness allowance
{(under 18)-Module B: Maximum Basic Rates).

4, Explanation of the changes

Independent young person

Section 5 ¢f the Principal Act provides the definitions of
family relationships which are used to establish particular
elements of the eligibility criteria for JSA/SA.

The definition of an independent young person in section 5 will
be changed to include, from 1 January 18%2, a 13 week
registration with the Commonwealth Employment Service in the
last 6 months as being a condition of eligibility for
independent JSA and SA as an alternative tc the current
reguirement to have worked full-fime for at least 13 weeks
during the last & months. [Clause 21 {a)}]
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A note will be added at the end of the definition of
*independent young person® te refer the reader to the
explanation of *allowance category™ in subsection 23{4A).
[Clause 21¢{b)}

Extension of JSA/SA to certain persons in substitute care

A new definition of *substitute care® is to be inserted into
gection 5. This definition will cover the situation where the
person is being cared for by a carer {other than the natural or
adoptive parent of the person) in the carer's home under the
law of a State or Territory; and where no substitute care
allowance ¢or cther allowance for the upkeep of that person is
being paid t¢ the carer by an authcority of the State or
Territory. [Clause 21{c}]

This definition is relevant to section 1067 of the Principal
Act, Table B of peoint 1067-Bl where two new sub paragraphs (c)
have been inserted in Items 1 and 2 of Table B which will
extend the independent rate of JSA/SA to 16 to 17 year old
persons in substitute care under the law of the State or
Territory.

This extension of JSA/8A to persons in this category will
improve:

{a} the overall level of income support to families who do
not receive a substitute care allowance by the
relevant State or Territory authority.

{b} incentives for the substitute care of young persons in
this age group which will assist young persons who may
otherwise be at some risk ¢of homelessness.

[Clause 24]

Extend JSA/SA to certain 15 year olds

Section 513 sets out the gqualification criteria for JSA.

A new subsection 513(2) will be inserted in the Principal Act

to enable a new class ¢of persons to gualify for JSA. The new

subsection will incorporate all of the qualifications

conditions set out in section 513 except for the age

requirement. In addition, the perscon must:

. bhe 15 years of age;

. be above the minimum school leaving age or be exempt by the
relevant State/Territory education authority from the
requirement to attend school;

have an employment history involving full-time employment
that was either on a permanent or regular casual basis; and

. not be living with or receiving regular support from either
parent. [Clause 22]
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Subsecticn 666{1) sets out the basic qualification criteria for
.~ BA.

A new subsection 666(1A) will be inserted in the Principal Act

to enable a new class of persons to qualify for SA. The new

subsection will incorporate all of the qualifications

conditions set out in subsection 666{(1) except for the age

requirements. In addition, the person must:

. be 15 years of age;

. be above the minimum school leaving age or be exempi by the
relevant States/Territory education authority from the
requirement to attend school;

. have an employment history involving full-time employment
that was either on a permanent or regular casual basis; and

. not be living with or receiving regular support from either
parent. [Clause 23]

5.Commencement

The changes will come into effect on 1 January 15%2.
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DIVISION 5 -~ RENT ASSISTANCE

1. Summary of the proposed changes

These changes provide that:

{a) eligibility for rent assistance (RA) will bhe extended,
on the same basis as it is currently available to 18
to 24 year o0ld persons, to persons under 18 who:

{i) =zreceive the homeless/independent rate of job
search allowance, sickness allowance, disability
support pension or special benefit; and

{(ii) have been receiving social security income
support for at least 18 weeks; and

{b) the RA waiting period will be reduced from 26 tc 18
weeks for persons who are without dependent children
and:

(i} are aged between 18 and 60 vears and are
receiving job search allowance, newstart
allowance, sickness allowance or special benefit;
or

{ii) are aged between 18 and 20 years and are
receiving disability support pension.

Note: On 12 November 19%1, under the Social Security
{Disability and Sickness Suppcrt) Amendment Bill
1551, disability support pension and sickness
allowance will replace invalid pension and
sickness benefit.

2, Backdround

Currently, RA is payable to persons under 18 only if they are
married or in a de facto relationship ¢r have a dependent
child. Those persons who are single without dependent children
cannot currently receive RA even though they may be paving high
rents for accommodation. Additionally, there is evidence that
the length of the RA waiting period is causing hardship.

These measures will help to provide further financial support
to clients without dependent children in private rental
accommodation {(clients with dependent children do not serve z
waiting period for RA) as well as resulting in a greater
consistency of treatment for social security income support
recipients who are under 18.
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3. Clayses involved in the changes

"Clause 2: specifies the commencement date as 20 March 19%2.

Clause 25: amends section 1066A [Rate of disability support
pensicn {people under 21 who are not blind)].

Clause 26: amends section 1066B [Rate of disability support
pension {pecople under 21 who are blind)l.

Clause 27: amends section 1067 [Rate of job search allowance
{under 18) and sickness allowance {(under 18)7.

Clause 28: amends section 1068 [Rate of job search allowance
{18 and over) and sickness allowance (18 and over)].

4, Explanation of the changes

The changes to section 1066A and 1066B will provide for persons
who are under 21, are without children and are receiving
disability support pension (if they are under 18, at the
homeless/independent rate}:

{a) to be eligible for RA; and

{b) to serve a waliting period of 18 weeks only {reduced
from 26 weeks). [Clauses 25 and 26]

The changes to section 1047 will provide for persons who are
under 18, are without dependent children and are receiving the
homeless/independent rate of job search allowance, sickness
allowance or special benefit:

{a) to be eligible for RA; and

{b} to serve a waiting period of 18 weeks only {(reduced
from 26 weeks). [Clause 27]

The changes to¢ section 1068 will provide for persons who are
between 18 and &0, are without dependent children and are
receiving job search allowance, newstart allowance, sickness
allowance or special benefit, to serve a waiting period of 18
weeks only {persons with dependent children or those who are
over 60 do not serve a waiting pericd). [Clause 28}

5. Commencement

The changes will come into effect on 20 March 19%%2.

Page 15



DIVISION 6 - COMMONWEALTH FUNDED EMPLOYMENT PROGRAMS

l. Summary of proposed changes
Under these changes:

. job search allowance {JSA) or newstart allowance (NSA} will
not be payable to a person who is receiving income that is
paid by a group or community from funds provided under a
Commonwealth funded employment program; and

. a recipient of JSA or NSA will not be entitled to an
additional amount in respect of his or her partner if the
partner is receiving income that is paid by a group or
community from funds provided under a Commonwealth funded
employment program.

A Commonwealth funded program will mean a Commonwealth program
of funding to a community or group where the funding is based,
either wholly or partly, on the number of people in that
community or group who are, or who are likely to be, gqualified
for JSA or NBSA.

2. Background

Sections 532 and 614 of the Principal Act are the multiple
exclusion provisions applying to JSA and NSA respectively.
These provisions prevent dual payment of JSA/NSA and a range of
other specified payments {eg, a service payment or a payment
under a prescribed education scheme).

Another potential situation of dual payment has come to light.
Neither section 523 nor 614 prevents dual payment of JSA/NGA
and payments made through a Commonwealth funded employment
program. Under such a program, the Commonwealth funds
communities or groups (who in turn make payments to persons
working in these communities or groups) and the funding is
based, either wholly or in part, on the number of people in the
community or group who are, or are likely tc be, qualified for
JSA/NSA.

It foliows that a person receiving payments through a
Commonwealth funded employment program should not be qualified
for JSA/NSA., Equally, if the partner of a person receiving
JSA/NSA is receiving payments through a Commonwealth funded
employment program, the JSA/NSA recipient should not be
entitled to an additional amount in respect of the partner.
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3. Clauses involved in the changes

Clause 2: specifies the commencement date as the date of
Royal Assent.

Clause 29%: amends section 23 (Generzl definitions).

Clause 30: amends section 526 (Job search allowance not
payable in certain situations).

Clause 31: inserts new section 532A {Commonwealth funded
employment programs exclusion).

Clause 32: amends section 608 (Newstart allowance not payable
in certain situations).

Clause 33: inserts new section 614A {Commonwealth funded
employment programs exclusion).

Clause 34: amends point 1067-C2 of Benefit Rate Calculator A
{No additional amount if partner getting pension or benefit).

Clause 35: amends point 1068-C3 of Benefit Rate Calculator B
{No additional amount if partner getting pension cor benefit),

4. Explanation of the changes

Section 23 of the Principal Act lists a series of general :
definitions for the purposes of the Act.

This provision will be changed to insert the definition of
"Commonwealth funded employment program". A Commonwealth
funded employment program will mean a Commonwealth program of
funding te a community or group where the funding is based,
either wholly or partly, on the number of people in that
community or group who are, or who are likely to be, qualified
for JSA or NSA.

This definition will be relevant to secticns 526, 532A, 608 and
6142 and points 1067-C2 and 1068-C3. [Clause 29]

Section 326 lists the situations in which JSA is not payable to
a person for a peried during which the person is qualified for
J8A. This is a descriptive rather than substantive provision.

To this list will be added ancther category of person receiving

income that is paid by a community or group from funds provided
under a Commonwealth funded employment program. [Clause 30)
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After section 532 {(the multiple exclusion provision) will be
added a new section 532A which will prohibit the receipt of
both JS8A and income that is paid under a Commonwealth funded
employment program. JSA will not be payable to a person for a
period if the person is receiving, or may receive, income for
that period that is paid by a community or group from funds
provided under a Commonwealth funded employment program.

The reference to "“or may receive” will cover the situation
where payments through a Commonwealth funded employment program
are not received by a person on a regular basis {(fortnightly or
less) but rather are received in a lump sum at the end of a
period (eg at the end of each month},

The note to the new section will refer the reader to the
definition of Commonwealth funded employment program in
subsection 23{(1) of the Principal Act. [Clause 311}

Section 608 lists the situations in which NS4 is not payable to
a person for a period during which the person is qualified for
that payment. It is a descriptive rather than substantive
provision,

To this list will be added another category of person receiving
income that is paid by a community or group from funds provided
under a Commonwealth funded employment program. [Clause 32]

After section 614 (the multiple exclusion provision) will be
added a new section 614A which will prohibit the receipt of
both NSA and income that is paid under a Commonwealth funded
employment program. NSA will not be payable to a person for a
peried if the person is receiving, or may receive, income for
that period that is paid by a community or group from funds
provided under a Commonwealth funded employment program.

The reference to "or may receive” will cover the situation
where payments through a Commonwealth funded employment program
are not received by a person on a regular basis {(fortnightly or
lesg) but rather are received in a lump sum at the end of a
period (eg at the end of each month).

The note to the new section will refer the reader to the
definition of Commonwealth funded employment program in
subsection 23(1) of the Principal Act. [Clause 33]

Point 1067-C2 of Benefit Rate Calculator A outlines the
situwations in which a recipient of JSA is not entitled to an
amount in respect of his or her partner, that is, where the
person's partner is receiving a social security or service
pension or a social security benefit, where a social security
pension or benefit wculd be pavable to the partner but for the
application of the compensation preclusion provisions or the
person's partner is receiving an AUSTUDY allowance.
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To this 1list will be added ancther category cof partiner
receiving income that is paid by a community or group from
funds provided under a Commonwealth funded employment program.

This change will ensure that a recipient of JS8A will not be
entitled to an additional amount in respect of his or her
partner if the partner is receiving income that is paid by a
community or group from funds provided under a Commonwealth
funded employment program,

The note will be added at the end of point 1067-C2, referring
the reader to the definition of Commonwealth funded employment
program in subsection 23(1) of the Principal Act. [Clause 34]

Point 1068-C3 cof Benefit Rate Calculator B cutlines the
gsituations in which a recipient of NSA is not entitled to an
amount in respect of his or her partner, that is, where the
person's partner is receiving a social security or service
pension or a social security benefit, where & social security
pension or benefit would be payable to the partner but for the
application of the compensation preclusion provisions or the
person's partner is receiving an AUSTUDY allowance.

Te this list will be added another category of partner
receiving inceme that is paid by a community or group from
funds provided under a Commonwealth funded employment program.

This change will ensure that a recipient of NSA will not be
entitled to an additional amoun%t iIn respect of his or her
partner if the partner is receiving income that is paid by a
community or group from funds provided under a Commonwealth
funded employment program.

The note will be added at the end of point 1068-C3, referring
the reader to the definition of Commonwealth funded employment
program in subsection 23(1) of the Principal Act. [Clause 35}

5. Commencement

The changes will come inte effect on the day of Royal Assent.
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DIVISION 7 - ASSETS AND INCOME TESTS CHANGES FOR
FAMILY ALLOWANCE AND FAMILY ALLOWANCE SUPPLEMENT
PAYMENTS

1. Summary of the proposed changes
Under these changes:

(a) on 1 January 1992, the existing parental assets test
of $347,500 (indexed each 1 January) for family
allowance supplement (FAS) will be replaced by a
family assets test;

(k) also on 1 January 1992, a family assets test of
$600,000 (indexed from 1 January 1993), on the same
general basis as the test for FAS, will be intreduced
for family allowance (FA};

{c) during the period from 1 January 1992 to
31 December 1993, low-income families with limited
available funds may continue to qualify Eor FA or FAS
under a special financial hardship test, even though
they may have assets above $600,000 or $347,500; and

(dY on 1 April 1992, the income threshold at which full
rate FAS is payable {currently $18,000 a year) will be
increased and aligned with the AUSTUDY income
threshold {currently $19,300 and, from 1 January 1992,
$20,700 a vear, indexed each 1 January).

2. Background

The existing assets test for FAS is based on parental assets
only. This can be avoided by rearranging assets among family
members to ensure parental assets fall below the test
threshold. As a result of the changes thisz possible avenue of
avoidance will be closed.

There is no assets test on FA at present. In fact, FA is the

only major social security payment that is not assets tested.

Introducing an assets test will achieve greater consistency in
the means testing of family payments and improve targeting of

assistance.

Currently, the parental assets test on FAS removes entitlement
when the value of net assets (excluding the family home)

exceeds $347,500. 1In the prevailing economic circumstances,
especially the rural downturn, there are concerns about the
welfare of children in families with assets above the test
threshold but where those assets are returning very low incomes.
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By intreducing a special financial hardship test, the changes
will protect these families by allowing them to continue to
receive FAS if the value of their pet assets does not exceed
$600,000. If the value of their pet assets exceeds $600,000,

they may continue to receive FA only.

Finally, the increase in the FAS income threshold will increase
both the number of families eligible for FAS and the
entitlements of families receiving less than the maximum rate
of FAS. It will alsoc achieve greater consistency between the
AUSTUDY and FAS income tests.

3. Clauses involved in the changes

Clause 2: specifies the commencement dates, ie 1 January 1992
for the FA and FAS family assets and hardship tests and 1 April
19932 for the increase in the FAS income threshold.

Clause 36: amends section 14A (Sccial security liguid assets
test definition).

Clause 37: inserts new section 19A (Financial hardship
provisions liquid assets test definition).

Clause 38: amends section 838 (Qualification for individual
family allowance).

Clause 39%9: amends section 895 {(Qualification for family
allowance supplement}.

Clause 40: inserts new sections 1132A (Access to financial
hardship rules - family allowance), 1132B {Access tc financial
hardship rules - family allowance supplement), 1132C (Date of
effect of favourable decision under section 1132A or 1132B) and
11320 {Date of effect of adverse decision under section 1132A
or 1132B).

Clause 41: amends point 1070-D14 (Taxable income free area
limit) of the FAS Rate Calculatoer in section 1070.

Clause 42: amends section 1190 (Indexed and adjusted amounts).
Clause 43: amends section 1191 (CPI Indexzation Table),

Clause 44: amends section 1185 {AWE Indexation Table).,

4. Explanation of the changes

Section 14A provides for a sccial security benefit liquiad
assets test. The introduction of a liquid assets test for FA
and FAS requires minor fechnical amendments tc that section to
avoid cenfusion between the 2 tests. [Clause 36]
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Low-income families with limited available funds, ie limited
*liguid assets" {(as defined)}, may continue to gqualify for FA or
FAS under a special financial hardship test even though their
total net assets (excluding the family home)} may exceed
$600,000 or $347,500. HNew section 19B defines "liquid assets™
for the purposes of that test, [Clause 37]

The family assets test of $600,000 (indexed from

1 January 1993) for FA will be implemented by amending section
838 (Qualification for individual family allowance). In this
context, the term "family assets™ includes the assets of a
person, the person's partner (if any) and the person’'s FA child
or FA children [for "FA child" see subsection 6(1)].

[Clause 38]

The existing parental assets test of $347,500 (indexed each

1 January) for FAS will be replaced by a family assets test, on
the same general basis as the test for FA, by amending section
895 (Qualification for family allowance supplement}.

[Clause 39]

New sections 1132A (Access to financial hardship rules - family
allowance}, 1132B {(Access to financial hardship rules - family
allowance supplement), 1132C (Date of effect of favourable
decision under section 1132A or 1132B) and 1132D {Date of
effect of adverse decision under section 1132A or 1132B)
provide for a special financial hardship test for FA and FAS.
Under the test, low-income families with limited available
funds, ie limited "liquid assets" {(as defined in new section
19B, to be inserted by clause 37), may continue to qualify

for FA or FAS. [Clause 40]

Specifically, the effect of new secticon 11324 is that a person
ctherwise gqualified for FA with net "family assets" above
$600,000 would still be able to receive FA if:

(a} the person's estimate of the sum of his or her tazable
income and that of his or her partner {if any) for the
current financial year is less than the sum of:

(i) the maximum basic pension rate for 2 partnered
persons applying at 1 January last pccurring {(in
present terms, $13,078 - item 3 in Table B, point
1064-Bl in Pension Rate Calculator A in Part 3.2
of the Prinqipal Act refers); and

{ii) $624 for each FA child of the person; and

(b) the Secretary is satisfied that the estimate is
reasonable; and
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{c}) the family's [ie the person's, the person‘'s partner's
' _{if any) and the person‘'s FA child's or FA children's]

#1iquid assets”™ are below:
(i) #$19,000, if the perscn is a member of a couple; or
{ii) $6,000, in any other case. [Clause 40]

In relation to FAS, new section 1132B will provide that a
person otherwise qualified for FAS with net “family assets”

. above the FAS threshold (currently $347,500, indexed) but not
above the proposed FA threshold (initially $600,000, indexed)}
would still be able to receive FAS if he or she could meet the
same criteria in relation to:

{2} his or her taxable income and that of his or her
partner; and

{b} the family's "liquid assets";
2s those that are to apply in relation to FA. [Clause 40]

New sections 1132C and 1132D will provide for the date of
effect of a decision under section 1132A or 1132B.

Under new section 1132C, if a decision is favourable (ie the
Secretary decides that that a person is qualified for payment
under the special financial hardship test), the decision will
take effect:

{a} generally, on the day on which the person requested to
be exempted from the FA or FAS family assets test; or

(b} 1if that decision is made where:

{1} the person had previcusly applied for exemption
from the test and was rejected; and

{(ii) the person then successfully appealed against the
previous decision, within 3 months of being told
about that decision or, if he or she was not told
about that decision, at any time later;

on the day on which the previous adverse decision took
effect; or

{c} 1if that decision is made where:

' (i} the person had previously applied for exemption
from the test and was rejected; and

(ii) the person then succesgsfully appealed against the

previous decision, more than 3 months after being
told about that decision;
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on the day on which the person appealed against the
previous decision, {Clause 40] ‘

Under new section 1132D, if a decision is adverse {(ie the
Secretary decides that a person is not qualified for payment
under the special financial hardship test), the decision will
take effect on the day on which the person requested to be
exempted from the FA or FAS family assets test. [Clause 40]

The income threshold at which full rate FAS is payable

(currently $18,000 a year, indexed each 1 January in accordance ‘
with CPI increases} iz specified in Table D in point 1070-D14

0f the Family Allowance Supplement Calculator in section 1070

of the Principal Act. Under this proposal, on 1 April 1992,

that threshold will be increased to $20,700 (indexed each

1 January in accordance with AWE increases). [Clauses 41,

43¢(a) and 44(b)]

The new FA family assets test threshold of $600,000 is to be
indexed, from 1 January 1993, on the same basis as the existing
assets test for FAS, ie each 1 January in accordance with CPI
increases. [Clauses 42 and 43(b)]

The AWE Indexzation Table in section 1195 of the Principal Act
is to be amended to provide that when working out, under
section 1197, the indexed amount as at, say, 1 January 1992,
the reader will have regard to the "November earnings average®
[defined in subsection 20(1)! for 1989 and 1990 (instead of
1590 and 1991), This is necessary because the "Movember
earnings average" is normally not available as at 1 January.
[Clause 44(a}]

5. Commencement
The FA and FAS family assets and hardship tests will come into
effect on 1 January 1992. The amendment of the AWE Indexzation

Table is to come intoc effect on the same day. The increase in
the FAS income threshold will come into effect on 1 April 1992.
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DIVISIOR 8 - CHILE DISABILITY ALLOWANCE AMENDMENTS

1. Summary of the proposed changes

The rate of child disability allowance (CDA) and youth
disability supplement {YDS) will be increased by $2.15 a week
from 1 January 1992 after the annual indexation of CDA and ¥DS
has occurred.

2. B

CDA aims to provide special assistance to children with
disabilities and to encourage family rather than institutional
care of disabled children.

From 12 November 1321 new recipients of disability support
pension who are aged 16-20 will receive ¥DS at the same rate as
CbhA.

Increasing the amount of CDA and ¥DS will help to redress the
effects of inflation and to restore CDA to the same value it
had (in real terms) when introduced in 1987.

3. Clauges involved in the changes

Clause 2: specifies the commencement date as 1 January 1992,
The increase will apply after the annual indexation of CDA and
¥YDS has occurred.

Clause 45: provides for the $2.153 a week increase.

Clause 46: adds an additional Note to section 967 to inform
the reader that the $4.30 a fortnight ($2.15 a week) increase
in the rate of CDA is in addition to any increase resulting
from the annual CPI indexation applying on 1 January 1992,

Clause 47: adds an additional Note tc¢ secticn 967 to inform
the reader that the $111.80 increase in the annual rate of YDS
($2.15 a week} is in addition to any inc¢rease resulting from
the annual CPI indexation applying on 1 January 1992.

4. Explanation of the changes

A Table sets out the payment types to be increased and by how
much. [Clause 45]

The changes ensure that the rate of CDA and YDS {(each of which
might have been increased by the annual CPI indexation that
will occur on 1 January 1991) will each be increased by a
further $2.15 a week. These increased rates will subsequently
be indexed on 1 January of each year.[Clauses 46 and 471

5. Commencement,

The changes will come into effect on 1 January 1992 after the
annual iandexation of CDA and ¥YDS has occurred.
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DIVISION 9 - EXTENSION OF LODGMENT PERIOD FOR CLAIMS
FOR FAMILY PAYMENTS

1. Summary of the proposed changesg

Family payments will be back-paid to the child's date of birth
if the claim is lodged within 3 months (13 weeks) ¢of the date
of birth where the child was born on or after 1 January 1992.

2. Background

The extension of the lodgment period from 4 to 13 weeks assists
families at critical periods and recognises the difficulties
experienced by parents who are seriously i1l or living in
remote areas.

v i he change
Clause 2: specifies the commencement date as 1 January 1992,

Clause 3: specifies the application provision. The changes
will apply to children born on or after 1 January 1992.

Clause 48: repeals and substitutes section 844 to provide for
the 13 week rule for claims for family allowance {(FA}.

Clause 49; amends section 89%9% to provide for the 13 week rule
for claims for family allowance supplement {FAS).

Clause 50: inserts new section 1002A to provide for the
13 week rule for claims for double orphan pension (DOP).

i changes

The provisional commencement day for a person claiming FA, FAS
and DOP will be the day the child is born if the claim for
those payments is lodged within 13 weeks of the birth, This
will be an exzception to the general rule that a person's
provisional commencement day is the day the claim is lodged. A
person's provisional commencement day is important because
family payments are generally payable from that day if the
person is qualified and nc other provision of the Principal Act
makes the payment not payable to the person.

The effect of these changes is to enable back-payment of FA,
FAS and DOP to the child's date of birth if the claim is lodged
within 13 weeks of the date of birth.

The changes also omit the rules that provided specifically for
a 13 week claim lodgment periocd for FA and FAS where there was
a multiple birth. These cases will fall within the new rules.
[Clauses 48, 49 and 50]
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5. Commencement

The changes will come into effect oh 1 January 1992 and dre to’
apply to children born on or after that date.
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DIVISION 10 - CALCULATION OF FAMILY ALLOWANCE SUPPLEMENT

PAYMENTS

1. Summary of the proposed changes

Under these changes, from 1 January 1992:

{a)

(b)

(c)

(d)

{e)

(£

family allowance supplement (FAS) payment to a person
who had a significant increase in income will be able
to be reassessed even though the increase may not be
due solely to a "FAS notifiable event", ie an event
about which, if it occurred or was likely to occur,
the person was required to notify the Secretary;

the Secretary will be able t¢ reject, for FAS
assessment purposes, a person's estimate of his or her
income, if there is a good reason to question the
accuracy of the estimate;

if a FAS notifiable event (or a FAS assumed notifiable
event) occurs in the first half of a calendar vear,
the effect of the event will be able to be carried
over to the tax year covering the second half of that
calendar year {(currently, an event has effect only in
the tax year in which it occurs);

the rules for calculating FAS overpayments will bhe
brought into line with the rules applying to
reassessments, namely an overpayment of FAS to a
person would cccur only if the person's taxable income
for the tax year in which a FAS notifiable event
occurred;:

(i} was 25 per cent greater than the person's tazable
income for the "base tax year" (ie the tax year
that ended on 30 June in the previous calendar
year); and

(ii) was 25 per cent above the FAS income threshold
(currently, #$18,000 a year but c¢lauses 41, 43{a}
and 44(b) provide for this threshold to be
increased, on 1 April 1992, to %$20,700 and
indexed each 1 January in acccrdance with AWE
increases);

while FAS payments are assessed on a calendar year
basis, FAS overpayments will be able to be calculated
on a tax year basis only {(ie on the same basis as that
used for assessment of taxable incomes); and

the amount of pension, benefit or allowance that a
persen is required to refund following the receipt of
a lump sum compensation payment will be reduced by the
amount of FAS that, in the opinion of the Secretary,
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the person or the person's partner may have been entitled to
over the pericd for which payment of pension, benefit or

allowance was precluded because of the perscn*s cConipensation
entitlement.

2. Background

These changes will meet a number of concerns about aspects of
the family payments system. They will allow for more certainty
about FAS entitlement, reduce the chances of people being
overpaid, simplify administrative processes for both clients
and staff and improve the targeting of FAS payments.

3. Claugses involved in the changes

Clause 2: specifies the commencement date as 1 January 1%9%2.

Clause 3: specifies the application provisions. The changes
will apply to instalments of FAS that fall due on or after

1 January 19%2 and to compensation received on cor after

1 January 1992,

Clause 51: amends section 893 {(Qualification for family
allowance supplement).

Clause 52: amends section 912 {Notice estimating taxable
income} .,

Clause 53; amends sectiocn %15 (Recalculation if failure to
notify FAS notifiable event).

Clause 54: amends section 947 {Failure to notify FAS
notifiable event - date of effect of section 815 determination}.

Clause 55: amends section 1070 (Rate of family allowance
supplement}.

Clause 56: amends section 1166 {(Person may have to repay
amount where both Iump sum and pension, benefit or allowance
payments have been received).

Clause 57: amends section 1223 (Overpayments arising under
this Act}.

4. Explanation of the changes

Subsection 895(3) provides that a person is not qualified for
FAS if the taxable income of a person for the appropriate tax
year f£or the FAS period is unknown. Given that, under these
changes, the Secretary will be able to reject a person's
estimate of his or her taxable income if thers is a good reason
to question the accuracy cof the estimate, the person's taxable
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income will be effectively "unknown® until the person provides
an acceptable estimate. New subsection 895(5) will provide
that when the Secretary makes a decision to accept a person's
estimate, subsection B895{(3) is to be disregarded in working out
the date of effect of that decision. Conseguently., section 541
{Date of effect of favourable determination} or section 944
(Date of effect of adverse determination), as appropriate, will
apply to that decision. [Clause 51]

Section 912 specifies the conditions in which the Secretary is
to accept a person's estimate of the person's taxable income.
New paragraph 912(2){c) will add a condition that the Secretary
has to be satisfied that the person's estimate is a reasonable
estimate. [Clause 52]

Section 915 specifies the basis on which a person‘s FAS rate is
to be recalculated if the person fails to notify the Secretary
of a FAS notifiable event. Under this change:

(a) new paragraph 915(d) will add a regquirement that the
person's taxable income for the tax year im which the
event occurred be 25% above the FAL income threshold
{ie the person's "taxable income free area limit" as
defined in point 1070-D14 ¢f the Family Allowance
Supplement Rate Calculator); and

(b} the requirement, currently in paragraph 915{e), that
more than 25% of the difference between the person's
taxable incomes for the 2 tax years concerned be
directly attributable to the FAS notifiable event,
will be omitted. [Clause 53]

Section 947 provides, in broad terms, that if a person fails to
notify a FAS notifiable event and the Secretary then makes a
decision cancelling the person's FAS, or varying the person's
FAS rate, to give effect to the recalculation required by
section 915, the day of effect of that decision is the day on
which the event occurred. New subsection 947(2) will provide
that if 2 or more such events occur in one tax year, the day of
effect of that decision will be the day on which the event
occurs that results in the person's taxable income for that
year:

(a) being 25% greater than the person's taxable income for
the base tax year; and

(b) being 25% above the FAS income threshold. [Clause 541
Section 1070 provides that a person's FAS rate is to be
calculated in accordance with the FAS Rate Calculator contained

in that section. The effect of the changes to section 1070 is
to provide that:
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{(a) if a FAS notifiable event occurs in the first half of
a2 calendar year, the effect of the event may be
carried ¢ver to The tax year after the tax year in
which the event cccurred [new point 1070-D7A refers];
or

{(b) 1if a FAS assumed notifiable event occurs after the end
cf the base tax year and before the beginning cf the
relevant calendar year, the effect of the event may be
carried over to the tax year after the tax year in
which the event cccurred [new point 1070-D6A refers];

The effect of the event may be carried over to the tax year
after the tax year in which the event occurred {(ie that year is
to be the "appropriate tax year"™ for the purposes of the FAS
Rate Calculator) only if:

{a) the conditions for recalculation, as currently
applying under point 10706-D6 or point 1070-D7, as
appropriate, are not met in the tax year in which the
event occurred; and

{bY it is likely that they will be met in the tax year
after the tax year in which the event occurred.
[Clause 551

Section 1166 provides that if a person receiving specified
soclal security income suppert payments receives a lump sum
compensation payment, he cor she may have to repay to the
Commonwealth an amount specified by the Secretary. New
subsections 1166{(5) and (6) will provide that the amount that a
person may be reguired to repay is o be reduced by the amount
of FAS that, in the opinion of the Secretary, the person or the
person's partner may have been entitled to during the relevant
period if the person or the person's partner had not been
receiving social security income support payments., [Clause 56]

Section 1223 specifies the circumstances in which an amount
paid under the Principal Act is a debt due to, and recoverable
by, the Commonwealth., The effect of new subsection 1223{2A}
will be to provide that, while FAS payments are assessed on a
calendar year basis, FAS overpayments are to be calculated on a
tax year basis. In other words, the earliest time that an
amount of FAS paid to @ person during a tax year will be able
to be held to be an cverpayment {and therefore a debt due to,
and recoverable by, the Cocmmcenwealth) will be after the end of
that tax year. The reason for this change is that a person‘s
taxable income for a tax year cannot bhe verified until after
the end of that year. [Clause 57]
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5. Comnmencement
These changes will come into effect on 1 January 1992 and are ‘

to apply to instalments of FAS that fall due on or after that
date or to compensation received on or after that date.
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DIVISION 11 - BEREAVEMENT PAYMENTS

- © I, Summary ¢f the proposed chamges

The bereavement provisicns will be extended to long-term social
security recipients and their partners. The bereavement pericd
for widowed persons will be increased from 12 to 14 weehks,.

2. Backaground

The bereavement provisions generally work by allowing the
surviver of a pensioner couple toc get paid more for a period of
14 weeks {(the bereavement period). In some cases a lump sum
may be payable. The rate at which the survivor is paid in the
bereavement period is generally the amount that would have been
payable iIf the deceased partner had ncot died. However, at
present the bereavement provisions do not extend to beneficiary
couples.

The bereavement period for widowed persons is shorter than for
other payments.

3. Clauses involved in the changes

Clause 2: specifies the commencement dates, i.e.

26 March 1992 for widowed perscns and 1 July 1%32 for the
extension of the bereavement provisions tc long-term scocial
security recipients and their partners.

Clause 58: amends section 23 {General Definitions}.

Clauses 5%, 64, 69, 75, 77, 78, 79, 81, 83, B4, 85, 88, 89,
90, 92, 94 and 95: make technical amendments to reflect the
extension of the bereavement provisions.

Clauses 60-63, 65-68 and 70-73: change the qualification
provisions for age, disability support pension and special
needs pension so that such a pensioner whose long-term
recipient partner has died will be entitled to bereavement
pavyments.

Clause 74: extends the bereavement periocd fcrxr widowed persons
from 12 to 14 weeks.

Clauses 76 and 80: change the module on job search allowance

s0 that a recipient of Job search allowance whose long-term
recipient partner has died will qualify for bereavement
payments. This provides a model for changes to all the payment
modules which do not, at present, contain provisions for
couples. These are newstart and sickness allowance and special
benefit,
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Clauses 82 and 86, 88 and 91:; change the modules on newstart
allowance and sickness allowance respectively.

Clause 93 and 96: change the module on special benefit.

4. Explanation of the changes

A change is made to section 23 of the Principal Act to insert a
new definition of "payday' which will apply to all the
bereavement provisions.[Clause 58]

The first major change extends the current bereavement period
for widowed persons from 12 to 14 weeks.[Clause 74]

The second group of changes are more extensive and enable
bereavement payments to be paid to a new limited class of
long-term social security recipients. A person will be a
‘long-term social security recipient' if he or she:

. is receiving a social security benefit; or

. is a benefit increase partner; and
during the previous twelve months was continuously receiving:

. a social security pension; or

. a social security benefit; or

. a service pension; or

. was a benefit increase partner.
A person would still be considered to have been continuously in
receipt if he or she has had 46 out of the 52 weeks as a
long-term recipient.
If a prospective recipient of a hereavement payment, ie the
survivor, is a pensioner or a long-term recipient, and before
the partner died, the partner was either a pensioner or
long-term recipient, then the survivor will be entitled to
bereavement payments.
Specific amendments will be made to all the relevant modules to

provide for the extension of bereavement payments. To avoid
duplication, explanation will bhe given of two typical models.
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Since bereavement provisions already exist for pensioners, the
~current provisions for pensions require only minor changes.

Clauses 60 to &3 Hre a typital model:r - The existing--
quallflcatlon criteria will be extended to allow the surv1v1ng
pensicner spouse of a long-term recipient to get bereavement
payments.

The second medel is for those payments which currently have no
bereavement provisions - they are job search, newstart and
sickness allowances and special benefit. Provisions for these
payments will follow the model adopted for job search allowance
{JSa). [Clauses 76 to B80]

New Subdivision aA [Clause 76] sets out the qualification
criteria for bereavement payments of JSA.

The survivor will gualify for bereavement payments if he or she
is:

. receiving JSA; and

. a long-term social security recipient; and

. a member of a couple; and

. a person whose partner dies; and
immedistely before the partner died, the partner was:

. receiving a social security pension; or

receliving a service pension; or
. & long-—-term social security recipient.

It will allow a perscon whoe is qualified for partner bereavement
payments to choose not to get these payments if the payments
that the person would otherwise receive during the bereavement
periocd would be higher. For exampie, if the JSA recipient's
new rate {ie as a single perscn rather than as a member of a
couple) would not be reduced because of the income test and
would be higher than the combined income test reduced rate{s)
paid before the partner‘'s death.

If the person qualifies for bereavement payments the person
could choose not to take those payments. This election would
have to be made in writing and could not bhe withdrawn, If no
election is made, the amount payable is governed by the
legislation (new subsections S5B9A{1)-{4)}.

New subsections 58%2A(5)-(6) insert a definition of 'long-term
spcial security recipient® and ensures that a person who was
receiving one or other of the specified payments or who had the
status of a benefit increase partner for 46 cut of the 52 weeks
will gualify as & 'long-term social security recipient’.
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A qualified person would get paid (for the bereavement rate
continuation period) the amount that would have been payable to
the partner if the partner had not died {(new subsection 589B}. ‘

A lump sum will be payable in certain cases. There will be a
calculator t£o work out the amount (new subsection 589C}. It
will have five steps:

step 1 - involves adding up the amount that would be
payable both to the person and the partner as if
the partner had not died - this would produce the ‘
‘combined rate";

step 2 - produces the 'person's individual rate';

step 3 - deducts the 'person's individual rate® from the
‘combined rate' to get the 'partner’'s instalment
component ' ;

step 4 - ascertains the number of paydays in the
bereavement lump sum period;

step 5 - involves multiplying the instalment component by

the number of paydays arrived at in step 4.

New section 589D will set cut the rate payable to a qualified
person during the bereavement peridd if the person has not made
an election.

The amcunt will be:

. in the bereavement rate continuation period - the rate
that would have been payable to the person if the
partner had not died;

. in the bereavement lump sum period - the rate that
would be payable if the person was not entitled to
bereavement payments.

New section 589E sets out provisions which apply if the
surviver dies. In such cases the survivor's entitlements are
payable to whomever the Secretary considers should receive the
payment. Again, there is a calculator to work out how much is
to be paid. This is modelled on the previous calculator.

There will be provisions to give authority f>r the Secretary to
recover amounts already paid by way of continuation payments 1if
they exceed the total amount payable to a person under the
bereavement provisions and to prevent double payments ‘
{new subsection 589F).
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There will be provisions which cater for the death of a
recipient and allow for the payment of one instalment to

" whomever the Secretary thinks showvld reeeive the payment. Once
gsuch a payment is made, the Commonwealth is absolved of further
liability to any other person.[Clause 80 - new section 592A}]

5. Commencement

The extension of the bereavement period for widcowed persons
will come into effect on 26 March 1992,

The extension of bereavement payments to long-term social

security recipients and their partners will come into effect on
1 July 1992.
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DIVISION 12 - ASSETS TEST (PRIMARY PRODUCTION ASSETS)

1. Summary of the proposed changes

This Division contains two proposals. The first proposal

relates to primary producers. It will allow primary producers

to offset certain liabilities from the value of assets used for
the purposes of carrying on primary production. '

The second relates to 'excluded securities' and will close a
'loophole’ highlighted by the Federal Court case of Clayton
whereby mortgages taken out for the benefit of others can be
deducted from asset values.

2. Background

Assets test changes for primary producers

There are a number of farmers who are 'asset rich and income
poor'. As a result, they may receive reduced payments or none
at all. This may be the case even though they have
considerable liabilities.

The probklem is that, at present, the assets test works by
compartmentalising debts so that they can be offset only
against that particular asset which provides primary security
for the debt and then only if the owner of the asset and the
primary debtor are the same person.

An example of the problems this causes is where the value of a
person’'s farm is included in the person's assets thus
precluding payments. Assume there is also farm machinery
valued at $100,000 but is subject to a bank lien of $150,000,.
Effectively the machinery has a negative value of $50,000. At
present the liability of $50,000 cannot be offset against the
value of the farm to allow the person to qualify for payments.

Excluded securities

Currently, the assets test works by assuming all property is
asgessable. However, the value of certain charges or
encumbrances {charges/s) can be offset.

The original intention of Parliament was that only if a charge
{such as a mortgage) is of direct benetfit to the asset owner, ‘
can its value be offset against the assessable asset. For that
reascon, the Act currently says that charges are not deductible

if given for the benefit of a 'non-party'.
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The Clayton case highlights a loophole whereby a third person
also signs his or her name to a mortgage. In this way the
tniTd person technically becomes 'party' to the ¢harge. The
asset owner can still deduct the value of the charge even
though the benefit of the charge is going to someone else.

3. Clauses involved in the changes

Agsets test changes for primary producers
Clause 2: specifies the commencement date as 1 January 18%2.

Clause 97: inserts some new definitions into section 11
(Assets Test Definitions}.

Clause 99; amends section 1121 (Effect of Charge or
Fncumbrance on Value of Assets) by allowing the deduction of
related liabilities from primary production assets,

Excluded securities

Clause 2: specifies the commencement date as the day of Royal
Assent,

Clause 98: inserts a Note to section 1121 (Effect of Charge

or Encumbrance on Value of Assets) and will close the loophole
highlighted by the Clayton case.

4. Explanation of the changes

Definitions of 'fishing operations' and 'forest operations' and
a reference to the 'value of a liability of & person' are
inserted in section 11 of the Primncipal Act. Other changes
define those persons who will be able to take advantage of the
proposal. They are ‘primary producers’'. A primary producer
will be someone whose principal cccupation is ‘primary
production’.

The definition of primary production is to be similar to that
already used in the Income Tax Assessment Act 1836. It will
mean the cultivation of land, maintenance of animals, fishing
or forest operationg. [Clause 97]

The second main part of the changes sets out when and how
deductions can be made.

The provisions apply if a person:

. is a primary producer or family member of a primary
producer; and

Page 39



has assets which are used for the purposes of primary
production; and

. has liabilities which, in the Secretary's opinion, are '

related to carrying on primary production.

If so, the assets are taken to be a single asset called the
‘primary production asset' and the other provisions in the Act
which say how charges or encumbrances are treated will be
excluded in calculating the asset's value.

Family member will be defined in section 23 of the Principal
Act to mean a partner, father, mother, sister, brother or child
of the perscn, or anyone the Secretary considers should be
treated as & family member.

There will be a calculator to work out the value of the primary
production asset as follows:

Step 1 - add together the value of the assets used for
primary production - ‘'unencumbered value';
Step 2 - add together the value of the liabilities related

to carrying on primary production -'total
liability"*;

Step 3 - deduct the total liability from the unencumbered
value.

If the result ig less than nil, the asset is given a nil value.
[Clause 99]

Excluded securities
New subsection 1121(2) states that a charge or encumbrance is
not deductible to the extent it is given for the benefit of a
third person. [Clause 98]

5. Commen:
The assets test changes for primary producers will come into

effect on 1 January 1992. The changes relating to excluded
securities will come into effect on the day of Royal Assent.
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PART 3 - AMENDMERT OF THE HEALTH INSURANCE ACT 1973

1. Summary of the proposed changes

Under these changes, entitlement to health care cards will
generally be restricted to persons in receipt of family
allowance supplement {FAS) at the full-rate.

Current recipients of FAS {whether at full or part rate) will
retain their health care cards for as long as they continue to
receive FAS, regardless of any FAS rate changes.

2. Background

Health care cards are currently available to "disadvantaged
persons” within the meaning of the Health Insurance Ackt 1973
and certain "concessional beneficiaries" as defined in
section 84 of the Mational Health Act 1353.

FAS recipients, irrespective of the rate of FRS payable to the
recipient, are entitled to a health care card by virtue of
paragraph {(ab) of the definition of "concessional beneficiary”
in section 84 of the Mational Health Act 1953.

In order to bring entitlement to health care cards for FAS
recipients more into line with the income test arrangements for
eligibility for health care cards for low income earners,
health care cards will be available only to full-rate FAS
recipients from 1 January 1992.

So that no current FAS family loses because of this measure,
those currently receiving either full or part rate FAS wiil
retain their entitlement to a health care card for as long as

they continue to receive FAS, regardless of any FAS rate
changes.

3. Clauses involved in the changes

Clause 2: specifies the commencement date as 1 January 1992.

Clause 100: indicates that the Principal Act in Part 3 of the
Act is the Health Insuramnce Act 1973.

Clause 10): inserts new section SEA (Disadvantaged persons
(persons receiving family allowance supplement)).

Clause 102: amends section 5F (Review of decisions under
sections 5 to SEA.

Clause 103: amends section 5G (Declarations of person to be
disadvantaged person not to overlap).
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4. Explanation of the changes
Sections 5 to 5J of the Health Insurance Act 1973 generally '

allow for the declaration of a persons as *disadvantaged
persons” for the purposes of that Act. Among other things,
disadvantaged persons are entitled to the henefits attached to
holding a health care card.

A new section 5EA will be inserted into the Health Insurance
Act 1973 which will define another category of disadvantaged

person. '

Under new subsection 5EA(1), the Secretary must declare a
person to whom FAS was payable on 31 December 1991 and remains
payable on 1 January 1992 to be a disadvantaged person. This
change ensures that all persons who are currently receiving for
FAS and who continue to receive FAS in 1992 are disadvantaged
persons entitled to health care cards.

New subsection 5EA(2} will provide that if a persen is declared
to be a disadvantaged person under new subsection SEA{l}, the
person remains so until FAS ceases to be payable to the

person. The effect of this provision is that all current FAS
recipients will remain entitled to a health care card until FAS
ceases to be payable, regardless of any FAS rate changes.

New subsection 5EA{3)} will provide that once FAS ceases to be
payable to a person, subsection 5EA(l) will not be applicable
te the person again.

New subsection S5EA{4) will deal with the situation where a FaS
was not payable to a person on 31 December 1991 but becomes
payable to the person on 1 January 1992. In this situation,
the Secretary must declare the person to be a disadvantaged
person only if FAS is payable to the person at the maximum
rate, Under new subsection S5EA(5), a person ceases to be a
disadvantaged person on the day on which FAS ceases to be
payable to the person at the maximum rate.

New subsection 5EA(6) will define some relevant terms and
concepts used in new section 5EA.

"Secretary” will mean the Secretary to the Department of Social
Security.

"Family allowance supplement" will mean a family allowance

supplement under the Social Security Act 1991.

"Maximum payment rate" will mean a rate of family allowance ‘
supplement that has not been reduced under the taxable income
test referred to in section 1070 of the Social Security

Adct 1991. [Clause 101]
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Section 5F of the Health Insurance Act 1973 currently provides
that sections 5 to 5E inclusive are rev1ewab1e under Division &
of the Social Security Act 19%1. - ———

This provision will be changed by inserting a reference to
section S5EA. This will have the effect of making decisions
under section 53EA alsc reviewable under Division 6 of the
Social Security Act 1991. [Clause 102]

Consequential amendments will also be made to the Sgecial
Security Act 1991 to allow decisions under section 5EA to be
reviewable by the Secretary and the Tribunals (see Part 3 of
the Schedule to this Bill). This will be achieved by inserting
a reference to section SEA in the following provisions:

paragraph 1239(1)(h) (Decisions which Secretary may review);

paragraph 1240(1}{b) (Persons affected may apply for
review); and

. paragraph 1247(1)(b) (Application for review by SSAT).
Section 5G of the rance Act 1%73 ensures that a
person i1s declared to be a disadvantaged person under only one
of sections 5, $B, SD, 5E cor 4C.

This provision will be changed by inserting a reference to
section SEA. This will mean that if a person has already been
declared to be a disadvantaged person under one of the

abovementioned provisions, a declaration under section 5EA is
not to be made, [Clause 103]

5. Commencement

The changes will come into effect on 1 January 1992.
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PART 4 - AMENDMENT OF THE NATIONAL HEALTH ACT 1953

1. Summary of the proposed changes

Under these changes, paragraph (ab) of the definition of
"concessional beneficiary" in section 4 of the Mational Health
Act 1953 will be omitted. Paragraph {ab)} refers to perszons who
are qualified to receive family allowance supplement (FAS),

2. Background

Persons who fall within paragraph (ab) of the definition of
"concessional beneficiary" in section 84 of the National Health
Act 1953 are entitled to a health care card. The current
effect of this provision is that all persons qualified for FAS,
irrespective of the rate of FAS payable to the person, are
entitled to a health care card.

In order to bring entitlement to health care cards for FAS
recipients more into line with the income test arrangements for
eligibility for health care cards for low income earners,
health care cards will be available only to full-rate FAS
recipients from 1 January 1592,

This change will be primarily dealt with by amendment of the
Health Insurance Act 1973 referred to above.

A necessary consequential change will be to remove paragraph

(ab) from section 84 of the National Health Act 1953 and,

therefore, the reference to persons gualified for FAS.

3. Clauses involved in the changes

Clause 2: specifies the relevant commencement date as
1 January 1992,

Clause 104: indicates that the Principal Act in Part 4 of
the Act is the National Health Act 1953,

Clause 105: omits paragraph (ab) of the definition of
"concessional beneficiary in section 84 of the Nationmal Health
Act 1953 (Interpretation).

4. Explanation of the changes

Subsection 84(1) of the National Health Act 1953 provides the
definition of "concessional beneficiary”. A person who is
qualified to receive FAS is a concessional beneficiary by
virtue of paragraph {ab} of that definition with the result
that the person is entitled to a health care card.
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Paragraph (ab) will be omitted. The effect of this change will
be that persons gualified for FAS wilil no longer be a

concessional beneficiary and entitled to a health c¢care card onm -

that basis. [Clause 105]

However, the nce Act 1973 will be changed to give

certain categories of FAS recipient an entitlement to a health
care card.

5. Commencement

The changes will come into effect on 1 January 1992.
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PART 5 - CONSEQUENTIAL AMENDMENTS

1. Summary of and background to the proposed changes

Minor consequential amendments will be made to a number of Acts
ag a result of the implementation of major reforms to
restructure income support for the disabled and the sick that
will come intc¢ operation on 12 November 1991.

Other minor consequential amendments will be made to the Social

Security Act 1991 as a result of the implementation of other

initiatives set out in this Bill.

2, Clauses involved in the changes

Clause 2: specifies the commencement dates for changes made
in the Schedule.

Clause 106: specifies that Acts referred to in the Schedule
to the Bill are amended as set out in the Schedule.

Part 1 of the Schedule amends the Data-matching Program
_(wx)_ﬁcj:_lm

3. Explanation of the changes

the Defence (Re-establishment)

Act 1965, the Health Insurance Act 1973, the National Health

Agt_lﬂil the Re-establishment and Employment Act 1945, the
§QELQl_ﬁggglltz_aﬂi_lﬂil. the Veterans' Entitlements Act 1986

and the Veterans' Entitlements (Transitional Provisions and
Consequential Amendments) Act 198K to make minor conseguential

amendments to those Acts as a result of the implementation of
major reforms te restructure income support for the disabled
ang¢ the sick that will come into operation on 12 November 1991,

Part 2 of the
amendments to
result of the
Division 1 of

Part 3 of the
amenédments to
result of the

Schedule makes some minor consequential

the Social Security Act 1991 necessary as a

implementation of the changes set out in
the Bill.

Schedule makes some minor conseguential

the Social Security Act 1991 necessary as a

implementation of the changes set out in

Division 9 and Part 3 of the Bill.

Part 4 of the Schedule makes a minor consequential amendment
to the Social Security Act 1991 immediately after the Social

Security (Disability and Sickness Support) Act 1991 comes into
operation on 12 November 1991.

Part 5 of the

Schedule makes some minor consequential

amendments to the Health Insurance Act 1973 on 12 November 1991
date that section 4 of the Health Insurance

or such later
Amendment Act

19%1 comes into operation.
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mmencement

Part 1 of the Schedule will come into effect on
12 November 1991,

Part 2 of the Schedule will be taken to have come into effect
on 17 Awgust 1991, the date of the Strathfield tragedy.

Part 3 of the Schedule will come intc effect on 1 January
1992, ’

Part 4 will come into effect on 12 November 1991 immediately

after the changes made by the Social Security (Disability and

Sickness Support) Amendment Act 1991 to the Social Security
Act 1991 commence.

Part 5 will come into operation on 12 November 199)1 or such
later date that section 4 of the Heallh Insurance Amendment
Act 1991 commences. If section 4 of the Health Insurance
Amendment Act 1991 never commences, Part 5 will not commence.
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