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Veterans’ Affairs Legislation AmendmentBill 1993

Outline and Financial Impact Statement

Thisportfolio Bill giveseffectto the Government’s electionpromiseto reducethe
assetstestwithdrawal rate from$104 to $78per annum for each$1,000above the
assetstest threshold. Thiswill increasetheamountof assetsa personwill be able to
haveandstill qualify for paymentof someservicepension.

The Bill alsoextendsbenefitsunder Veterans’Affairs legislation to membersof the
AustralianDefenceForce servingwithUnitedNationsPeacekeepingForcesin Somalia
and in the areacomprisingthe formerYugoslavia.. In this respectthe Bill will provide
that such servicewill beregardedas “operational”and“qualifying service”.

Finally, the Bill includesan amendmentto extendoperational servicein Cambodiato
areasin Laos andThailandthat are notmore than fifty kilometresfrom the border with
Cambodia.

As a result of the changesdesignatingSomaliaand the areacomprising the former
Yugoslavia asoperational areas,the Bill containsconsequentialamendmentsto the
IncomeTaxAssessmentAct 1936andthePublic ServiceAct1922. These
consequentialaniendnientswill ensurethat income tax concessionson certain
Commonwealthemployeescompensationpaymentsandcertainconditionsof
appointment andemploymentin the Australian Public serviceapply to members of the
AustralianDefenceForce who servedin theseareas.

Financial Impact

Thefinancialimplicationsof the Government’s promise to reducetheassetstest
withdrawalrate are $ 6.5million in 1993194,$8.4miiiion in 1994/95and$8.3million
in 1995/96. Thesefiguresrepresenttheprogramcostsonly.

Thecostsof providing benefitsfor operational service in Somaliaand Yugoslavia over
thenext three yearsare negligible. Thefinancial impact of this decisionwill not be
very significant for thecompensationcomponentof the benefit. Thisis becausethe
total numberof servicepersonnelinvolved is relativelysmall. In relation to the

1rovision of servicepensionbenefits, virtually no costswill be incurred until these
servicepersonnelreachretirement age.

There areno additional costsassociatedwith the proposalto extend the areaof
operational servicein Cambodia.





Veterans’ Affairs LegislationAmendmentBill 1993

PART 1- PRELIMINARY

Part 1 of theBill setsout how the amending Act is to be cited (ClauseU, when the
various Partsand Divisionsof the Amending Act are to commence(Cause2) and the
application datefor theoperation of the consequentialamendmentsto the Income Tax
AssessmentAct1936(Clause 3).



Veterans’Affairs LegislationAmendmentBill 1993

PART2. AMENDMENTS OFTILE VETERANS’ENTITLEMENTSACT1986

Division 2 - Assetstest

Summaryof proposedchanges

The amendmentsin Division2 relating to the assetstestwill give effectto the
Government’selectionpromiseto reducethe assetstestwithdrawalratefrom$104to
$78 peranaumfor each$1,000abovetheassetstestthreshold.

Thelevel of assetsapersonwhois ahomeownerwill now beableto havebefore
servicepensionceasesto bepayablewill increaseby $26,500to $218,500fora single
pensioner,andby $22,000to $167,750eachfora pensionercouple. It is estimated
that about2,500veteransandtheirspouseswill becomeeligible for servicepensionas
a resultof the increasein the level of assetsthat a personmayhave. Theincreasein
the level of assetswill alsoprovidefor anaverageincreaseof approximately$25.00
perfortnight forpensionersreceivinglessthanthemaximumrateservicepension. The
averagepensionpayablefornewpensionerswho qualify asaresultof this changeto
theassetstestwithdrawalrateis alsoapproximately$25.00perfortnight.

Background

TheGovernmenVsdecisionto changetheassetstestwithdrawalrate is aimedat
achievinggreaterequity for assetstestedpensioners.Around 8,900servicepensioners
currentlyreceivepensionatareducedratebecauseof theirassets.

Explanationof clauses

Clauses5.6&7 will providefor thenecessarychangestobemadeto therate
calculatorswhichdeterminethe appropriateformulato be applied to the assessmentof
servicepensionineachcase.Therate calculators apply to servicepensionerswhere
thereare nodependentchildren(clause5). wheretherearedependentchildren(clause
~).andto Widows,WidowersandNon-illnessseparatedspouses(clause 7).

ClauseSsetsout thenewassetstestwithdrawalrateformulain section52Z of the
Principai Act. Thiswill ensureconsistencywith theassetstestin theapplicationof the
financialhanisbipruleswhenassessingthe rateof servicepensionpayableunderthe
financialhanishipguidelines.

Commencement

Thesechangeswill commenceon 20 September1993andwill apply to paymentsof
servicepensionthat fall due on or after thatdate (subclause2121).
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Veterans’Affairs LegislationAmendmentBill 1993

Division 3 - Peacekeeping servicein Cambodia

Summaryof proposedchanges

Following the deployment of membersof the AustralianDefenceForceto servewith
UnitedNationsForcesin thearea,Cambodiawasdeclaredart operationalareawith
effectfrom 20 October1991. In September1992,theChiefof theDefenceForce
Staffadvisedthat sootAustralianDefenceForceMembersin Cambodiahave been
engagedin UnitedNationsoperationsacrosstheCambodianborderin the countriesof
LaosandThailand.This amendmentwould extendtheoperationalareaof Cambodia
in item12 of Schedule2 to areasin LaosandThailandthat arenotmore than50
ldlometresfrom thebonier with Cambodia.

Thisamendmentwill ensurethatany AustralianDefenceForcepersonnelwho cross
theCambodianborderinto Laosor Thailandaspartof theirservicewith theUnited
NationsinCambodia,will continuetoberegardedasbeingon operationalservice.

Commencement

Thischangewill commencefrom 20October1991 (subclause2(3)).
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Veterans’Affairs LegislationAmendmentBill 1993

Division4 - Peacekeepingservicein thefannerYugoslavia

Summary of proposedchanges

This amendmentwill providefor the areathat was formerly knownas Yugoslaviato be
designatedasanoperationalareafor the purposesof the Veterans’ EntidementsAct
with effectfrom 12 January 1992. it will providecompensationbenefitsfor the small
contingent of Australian DefenceForce personnelservingwith UnitedNationsForces
in the area. This servicewill alsobe designatedas ‘qualifying servicet for service
pensioneligibility purposes.

Consequentialamendmentsto the IncomeTaxAssessmentAct1936andthe Public
ServiceAct1922 in Parts3 and 4 will ensure the flow-on of certain tax concessions
andof provisions for appointment to, and conditionsof servicein, theAustralian
Public Service.Entitlement to thesebenefitsextendsto membersof the Australian
DefenceForce whoservedon operationalservice.

Background

The significanceof declaring the areacomprisingthe formerYugoslavia asan
operational areais that it will provide for entitlement in respectof incapacityor death
arising out of that serviceto be deternted on the more generousstandard of proof.
Personson operational servicein this areawill alsoberegardedasrendering
‘qualifying service”. Such servicegivesriseto entitlement to servicepension,
provided all the other conditions relatingto thepayment of servicepensionare met.

Explanation of clauses

SectionSB of the PrincipalAct containsdefinitions related to War andoperational
areas.Oneof theserefers to a personwhowas ‘allotted for duty andspecifiesthe
various conditions governingthe allotmentprocessfor different typesof service.
ClauselOwill insert in paragraph 5B(2)(b), a referenceto the Schedule2 item number
designatingthe areacomprisingthe formerYugoslavia asan operational area. The
effectof this amendmentis to provide thatallotment for servicein an operational area
in thesecaseswill be allotment for duty (whether retrospectivelyor otherwise)by
written instrument signedby the ViceChief of the DefenceForce.

Clauseii inserts in subparagraph (l)(a)(iii) of section7A of thePrincipal Act, a
referenceto the appropriate item numberin Schedule2 for the operational area
comprisingthe formerYugoslavia. Thisensuresthat suchserviceis regardedas
“qualifying service’ for servicepensioneligibility purposes.

Clause12provides for theinsertionof Item 13 in Schedule2 to the Principal Act to
designatetheareacomprising the former Yugoslavia asan operational areafor a
periodfrom andincluding 12January1992.
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Veterans’Affairs LegislationAmendmentBill 1993

A furtheramendmentto Schedule2 will benecessaryto inserta concludingdatefor
operational servicein this areawhen thatdate is known.

Commencement

Eachof theseclausescommencefrom 12 January1992(subelause2(4~).
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Veterans’Affairs LegislationAmendmentBill 1993

DivisionS - Peacekeeping rervice in Somalia

Summary of proposedchanges

This changewill Fovide benefitsunder the Veterans’EntitlementsAct to membersof
the Australian DefenceForcesservingwith theUnited Nations in Somaliaaspartof
Australia’s contribution to Operation RestoreHopeandthe United NationsOperation
Somalia (UNOSOM). Somaliawill bedeclaredan operational areaand servicein
Somaliawill be regardedas“qualifying service” for servicepensioneligibility purposes.

Consequentialamendmentsto the Income TaxAssessmentAct1936andthe Public
ServiceAct1922 in Parts3 and 4 will ensurethe flow-on of certaintax concessions
and of provisions for appointment to, andconditions of servicein, theAustralian
PublicService. Entitlement to thesebenefitsextendsto membersof the Australian
DefenceForcewho servedonoperational service.

Backgronnd

On 15 December1992,the Governmentagreedto the deployment of a contingent of
AustralianDefenceForcepersonnelto Somaliaaspartof the United Nations
peacekeepingefforts in the region. The Governmentalsodecidedthat, for the period
of Australia’s contribution to the UnitedNationsoperations, Somaliawould be
designatedasan operational areafor the purposesof the Veterans’EntitlementsAct
and that operational servicein Somaliawould alsobe designatedas“qualifying
service”.

The significanceof declaring the area asan operational areais that it will provide for
entitlement in respectof incapacity or death arising outof that serviceto be
determined on the more generousstandard of proof. “Qualifying service” gives rise to
entitlement to servicepension,provided all theother conditionsrelating to the
payment of servicepensionare met.

Explanation of clauses

SectionSB of thePrincipal Act containsdefinitions relatedto Warandoperational
areas.Oneof theserefers to a personwho was “allotted for duty” andspecifiesthe
various conditionsgoverning the allotment processfor different typesof service.
Clause13will insert in paragraph 5B(2)(b),a referenceto the Schedule2 itemnumber
designatingSomaliaasan operational area. The efftct of this amendmentis to provide
that allotment for servicein an operational areain thesecaseswill be allotment for
duty (whether retrospectively or otherwise)by written instrument signedby the Vice
Chief of the DefenceForce.

Clause14 inserts in subparagraph (l)(a)(iii) of section7A of the Principal Act, a
referenceto the appropriate itemnumber in Schedule2 for the operational areaof
Somalia. Thiswill ensurethat servicein Somaliaisregardedas“qualifying service” for
service pensioneligibility purposes.

6



Veterans’Affairs LegislationAmendmentBill 1993

Clause15 providesfor the insertion of Item 14 in Schedule2 to thePrincipal Act
designatingSomaliaasan operational areafora period from and including 20October
1992.

A further amendmentto Schedule2 will benecessaryto insertaconcludingdate for
operational servicein this areawhenthat date is known.

Commencement

Each of the aboveclausescommenceon20 October 1992(subclause2!S)).
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Veterans’Affairs LegislationAmendmentBill 1993

PART 3-AMENDMENTS OFTHE INCOMETAXASSESSMENTACT1936 &
PART 4- AMENDMENTS OFTHE PUBLiC SERVICEACT 1922

Summary of changes

Both theseParts contain consequentialamendmentsto the IncomeTax AssessmentAct
1936and thePublic ServiceAct1922arising from the designationof the areas
comprisingthe former Yugoslavia and Somaliaasoperationalareas.

Background

Subsection23AB(5) of the IncomeTax AssessmentAct provides for theexemption
from income tax of certaincompensationpaymentsmadeunder the Commonwealth
Employees’RehabilitationandCompensationAct1988.

The Public ServiceAct provides certainadvantagesin appointment and in conditions
of employmentto thosewhofall within thedefinitionof “returnedsoldier’ in section7
of the Public ServiceAct

Explanation of clauses

Clauses17 and 19 will insert in the appropriate placesin the Income Tax Assessment
Act and the Public ServiceAct, referencesto the Item numbers in Schedule2 relating
to the operational areasof the former Yugoslavia and Somalia. This will ensure that
the specialprovisionsapplying under eachactare availablein respectof operational
servicein theseareas. Clause17 also includes a machineryamendmentto insert some
words that were inadvertently left out whenthis sectionwas amendedon a previous
occasionfor anotherpurpose.

Commencementdate

Thesechangesare effectivefrom 12January1992in respectof the areaformerly
known asYugoslavia,and from 20 October1992 in respectof Somalia,(suhetauses
2(4)&2(S~).

Printedby Authority by the Commonwealth Government Printer









~III~II1~I1~~~~Ill
9 7&Q644 2~4754


