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6.1 Income Requirements

Overview

Introduction This chapter explains the general income requirements for ABSTUDY

digibility.

Inthischapter  This chapter contains the following topics.

Topic See Page
6.1.1 Introduction to Income 6-3
6.1.2 Income Testing Periods 6-8
6.1.3 Types of Income Tests 6-9
6.1.4 Proof of Income 6-12
6.1.5 Overseas Income 6-13

Page 6-2 ABSTUDY 2003

| ssued December 2002




6.1.1 Introduction to Income

6.1.1.1
Eligibility and
providing
income details

6.1.12

General income

6.1.1.3
All assessable
income

6.1.1.4

M aintenance
received or
paid

6.1.15
Negative
income by one
parent

Where a student meetsthe ABSTUDY general eligibility criteria (see
3.1.1), income details must be provided to assess the level of assistance
that student may receive. A student is not eligible for ABSTUDY if s’lhe
receives other government assistance for education, training or formal
study, except if receiving certain pensions (see 3.1.4).

Students undertaking full-time apprenticeships or traineeshipsin
accordance with atraining agreement are excluded from ABSTUDY
assistance.

The student, parental and partner income tests take into account income
from all sources which is assessable for ABSTUDY purposes, less any
deductions allowable by the Australian Taxation Office (ATO). The
resulting amount is taxable income and is shown on the ATO Tax
Assessment Notice (TAN).

All assessable income is taken into account for the income tests. Where a
payment in the nature of income is not specifically exempt, it should be
regarded asincome for ABSTUDY purposes.

Amounts paid for the maintenance of children or aformer partner are
deducted from assessable income to arrive at afigure for total income, and
any maintenance received is added to assessable income to arrive at a
figure for total income (see 6.7.1.22).

It is not possible for one parent's |oss or negative income to reduce the
effect of the other parent's positive income. The loss should be treated as
zero income and the other parent's income will be the family's total taxable
income.

6.1.1.6 Income averaging for self employed primary producersis not provided for
Income under the ABSTUDY income test.
averaging

Continued on next page
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6.1.1 Introduction to Income, Continued

6.1.1.7
Compensation

6.1.1.8
Compensation
Paymentsthat
do not affect
ABSTUDY

6.1.1.9
Compensation
payments
affecting
ABSTUDY

6.1.1.10
ABSTUDY
entitlements
affected by
Compensation
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Compensation is a payment that is made wholly or partly in respect of lost
earnings or lost capacity to earn within or outside of Australia.

For the purposes of assessing entitlementsto ABSTUDY, the following
payments, ordinarily considered to be compensatory in nature, are not
considered to fall within the definition of compensation given immediately
below.

. Compensation payments made for criminal injuries,

discrimination or workplace harassment;

. Compensation for non-economic |0ss;

e  Compensation paid on death; and

e  Compensation for war injuries.

Note: Indigenous people who were employed under the former
Community Wages Scheme on Queensland settlements and reserves
between 1975 and 1986, have been awarded compensation with a one off
payment of $7000. For ABSTUDY purposes this payment is not to be
included for any ABSTUDY income or meanstests. Minister Kemp made
this determination on 30 November 1999.

The following compensation payments do affect ABSTUDY :

e periodic persona injury compensation for economic loss; and
e lump sum personal injury compensation for economic loss.

Thefollowing ABSTUDY entitlements are affected by compensation:

e ABSTUDY Living Allowances; and
e ABSTUDY School Fees Allowance (Group 2).

Continued on next page
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6.1.1 Introduction to Income, Continued

6.1.1.11 Taxable compensation payments which are paid in alump sum are
Taxable regarded for ABSTUDY purposes as the assets of the person to whom the
Compensation  compensation payment was made and affect the student in accordance with
Lump Sum the personal assets and family assets tests.
Payments
6.1.1.12 Non—taxable compensation payments paid in alump sum are not regarded
Non-taxable as an asset for ABSTUDY purposes.
Compensation
Lump Sums
6.1.1.13 Living Allowanceis affected by compensation payments as follows:
Effect of
compensation  \Where a compensation payment is paid in alump sum:
on ABSTUDY . Compensation payments paid in alump sum which are taxable are
,I&II\II(IJCv%nce regarded as the assets of the person to whom the compensation
payment was made and affect the student in accordance with the
personal assets and family assets tests.
Where a compensation payment is taxable and paid on aregular and
ongoing basis to:
(@ the parent(s)/guardian(s) of the student:
the compensation payment forms part of the parent(s)/guardian(s)
Parental Income for the normal application of the Parental Income
test (including Current Income Assessment).
Continued on next page
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6.1.1 Introduction to Income, Continued

6.1.1.13

Effect of
compensation on
ABSTUDY
Living
Allowance
(continued)

Page 6-6

(b)

(©

the student-

the compensation payment forms part of the student’ s ordinary
income for the application of the student’s personal income test.

Exception: Where a student has a partner who isin receipt of a
FaCS payment where the rate of that payment has been calculated
on the basis of the student being in receipt of a compensation
payment, the compensation payment should not affect the student’s
ABSTUDY. Where a student has a partner who is serving a
Compensation Preclusion Period and that preclusion period cannot
be adjusted to take into account any affect on the student’s
ABSTUDY payments, the compensation payment should not affect
the student’s ABSTUDY. That is, ABSTUDY Payments should not
be affected where the effect of the compensation payment on
ABSTUDY cannot be reflected in the effect of a couple's FaCS
entitlements.

the partner of the student-

The compensation payment forms part of the partner’s ordinary
income for the application of the partner income test.

Exception: Where a student has a partner who isin receipt of a
FaCS payment where the rate of that payment has been cal culated
on the basis of the student being in receipt of a compensation
payment, the compensation payment should not affect the student’s
ABSTUDY. Where a student has a partner who is serving a
Compensation Preclusion Period and that preclusion period cannot
be adjusted to take into account any affect on the student’s
ABSTUDY payments, the compensation payment should not affect
the student’s ABSTUDY. That is, ABSTUDY Payments should not
be affected where the effect of the compensation payment on
ABSTUDY cannot be reflected in the effect of a couple’ s FaCS
entitlements.

Continued on next page
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6.1.1 Introduction to Income, Continued

6.1.1.14
Affect of
compensation
on ABSTUDY
School Fees
Allowance
(Group 2)

6.1.1.15
Effect of
Community
Development
Employment
Projects
(CDEP) on
ABSTUDY

ABSTUDY School Fees Allowance (Group 2) is affected by compensation
payments made to the parent(s)/guardian(s) of a dependent student to the
extent that a Compensation payment forms part of the
parent(s)/guardian(s) taxable income in the application of the Parental
Income Test.

DIFFERENT TO Youth Allowance/AUSTUDY PAYMENT

In some circumstances, people can be eligible for both CDEP and
ABSTUDY.

Full-time independent students in receipt of a CDEP wage for employment
are assessed against their personal and (where relevant partner’s) income
for eligibility for the ABSTUDY Living Allowance.

For dependent students, where either person isin receipt of a CDEP wage
as a participant in the scheme (not as an administrator), the parental
income test iswaived. This provision also applies to other low income
earners, such as socia security pensioners or holders of a current Health
Care Card.

CDEP participants who receive wages for employment may also be
eligible for ABSTUDY supplementary benefits.

If, however, a student were to be granted CDEP wages to undertake study
or training, the student would not be eligible for ABSTUDY. Thisreflects
ABSTUDY policy that students cannot generally receive ABSTUDY if
they are entitled to other government financial assistance to study,
including CDEP.

CDEP for study or training isincluded as part of ‘other government
financial assistanceto study’.
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6.1.2 Income Testing Periods

6.1.2.1 Income testing normally applies to the fortnightly income of the student in
Normal period  the year of study (the relevant year) and to the combined taxable income of
of income the student's parents/guardians for the financial year ending on 30 June of
testing the preceding year.

6.1.2.2 If the student's parents, under Section 18 of the Income Tax Assessment
Another Act 1936, adopted a 12 month accounting period which ends on a date
Sg?g;tl ng other than 30 June in the year preceding the relevant year, the assessment

is based on taxable income (plus or minus maintenance payments, if
applicable, see 6.7.1.22) in that accounting period.

This does not alter income test period principles. In particular:

e thenormal test period remains the 12 month accounting period ending
before the current year of study i.e, before 1 January in the year of
study. This applies whether or not the student is eligible or qualifies
for ABSTUDY from that date;

e the current income test period remains the 12 months accounting
period ending during the current year of study ie, 1 January to 31
December in the year of study. This applies whether or not the
student is eligible or qualifiesfor ABSTUDY for the whole or part of
the year; and

e thereisno provision to take into account a 12 month accounting
period which finished after the current year of study, that is after
31 December in the year of study. This applies whether or not the
student is eligible or qualifiesfor ABSTUDY until the end of the

year.
6123 In certain cases the income test may be applied to the parents /guardians
Current income income for the financial year ending on 30 June in the year of study. The
assessment current income assessment applies when there has been:

e amarked and sustained fall in income as outlined in 6.3.1.1; or

e a25% or more increase in the parents’ income since the previous
financial year asoutlined in 6.3.2.
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6.1.3 Types of Income Tests

6.1.3.1 Some ABSTUDY allowances are subject to income tests.
Threetypesof  Testsare normally made on:
income test

e student income—for all students, except those under 16 years of age;
and either
e parental income - for al dependent students; or

e partner income—for al independent students who have a partner.
Notel: Some exceptionsapply (see6.2.1.2 and 6.2.2.4).

Note 2: Special assessment may apply where a parent/guardian/partner is
receiving certain government income support payments (see 6.3.3).

6.1.3.2 Allowances subject to income testing are:
Income tested
allowances e Living Allowance;

e Group 2 School Fees Allowance greater than the non-income tested
threshold; and

e Masters and Doctorate Award Living Allowance, Relocation
Allowance, Thesis Allowance and payment of compulsory course fees
or HECS.

Note: School Term Allowance and Group 1 (‘at home' rate) School Fees
Allowance are indirectly income tested (see 7.2.3 and 7.8.2) on the
basis of qualifying or receiving other government income support
assistance.

Continued on next page
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6.1.3 Types of Income Tests, Continued

6.1.3.3 Allowances not subject to income testing are:

Non income
tested
allowances

Group 2 School Fees Allowance less than the non-income tested
threshold;

Pensioner Education Supplement;

Incidentals Allowance;

Additional Incidentals Allowance;

Fares Allowance;

Lawful Custody Allowance;

Away-from-base entitlements;

Remote Area Allowance; and

Pharmaceutical Allowance.

Note: Rent Assistanceisindirectly income tested on the basis of

qualifying or receiving other government income support
assistance.

6.1.3.4 The status and age of the student determines which of the three tests apply,
Effect for asfollows:

different

students o

Dependent students are subject to:
- the student income test unless the student is under 16, and
- the parental income test

Independent students are subject to:
- the student income test, and
- the partner income test if the student has a partner.

Page 6-10

Continued on next page
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6.1.3 Types of Income Tests, Continued

6.1.3.5 The following table summarises the main features of each test:
Summary of
each type of
income test
Typeof Test Definition of Income Income Period
Student Taxableincome (income | Relevant period as
less al deductions detailed in 6.2.1.13.
allowed by ATO), plus or
minus maintenance
payments
Parental Taxable income (income | Previous financia year,
less al deductions unless current income
allowed by ATO), plusor | applies.
minus maintenance
payments
Partner Taxable income (income | Relevant period as
less al deductions detailed in 6.2.3.7.
allowed by ATO), plus or
minus maintenance
payments
Issued December 2002 ABSTUDY 2003 Page 6-11




6.1.4 Proof of Income

6.1.4.1 _ Parents/guardians and the partner applying for Living Allowance are
Documentation  required, prior to payment, to submit documentation supporting income
required details provided on the ABSTUDY claim (see 2.1.3.3.3 for acceptable

documentation and provision of documentation).

6.1.4.2 Persons receiving aFaCS or DV A pension are exempt from the
Exemption requirements to provide proof of income.

6.1.4.3 Parents /guardians /partners’ signatures, certifying that income details
Certification provided are correct, are required on the ABSTUDY claim form. If
that income income details are provided without these signatures and without
gg:";‘!;ar e acceptable proof of income (except for those exempt - see above) no

assessment should be made.

6.1.4.4 If Centrelink is satisfied that it is difficult to obtain a signature for reasons

Hard toobtain  such aslong illness, mental incapacity, prolonged absence of the
parent/guardian/partner (for example because they are in lawful custody),
entitlement may be determined without any signatures on the basis of the
proof of income provided.

If astudent who is 16 years or older, or independent, is unable to obtain
signatures because of the parent’ guardian’ /partner's unwillingness to
sign, benefits may not be paid unless proof of income has been provided.
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6.1.5 Overseas Income

Introduction This topic describes how to calculate taxable income earned overseasin
Australian currency.

In thistopic Thistopic is divided into the following sections:
Section See Page
6.1.5.1 Calculating Overseas Income 6-14
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6.1.5.1 Calculating Overseas Income

6.1.5.1.1
Converting
taxable over seas
incometo
Australian
amounts

6.1.5.1.2

Use of exchange
ratesto convert

over seasincome
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Taxable income earned overseas will need to be converted to Australian
dollars (see 6.1.5.1.2) if the income isincluded in the taxable income
figure on an overseas country’ s tax notice of assessment or similar
document.

If the income is shown on an Australian notice of assessment, it has
already been converted from overseas dollarsto Australian dollars. In
these cases care should be taken not to double count the income.

Non taxable income earned in an overseas country is not to be included in
the income tests but will be included in the family actual means test (see
6.5.2.5).

When a person has taxable income from an overseas source, the overseas
figureis converted to Australian dollars by the appropriate exchange rate
from the CBA.
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6.2 Income Tests

Overview

Introduction This chapter describes the income tests which are applied for ABSTUDY

assistance.

Inthischapter  This chapter contains the following topics:

Topic See Page
6.2.1 Student Income 6-16
6.2.2 Parental Income 6-21
6.2.3 Partner Income 6-32
I ssued December 2002 ABSTUDY 2003 Page 6-15




6.2.1 Student Income

6.2.1.1
Students
affected

6.2.1.2
Students not
affected

6.2.1.3
Definition of
student income
test

6.2.1.4
What incomeis
included?
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The student income test is applied to all students' claims except for those
specified below.

Allowances for the following ABSTUDY students are not affected by the
student income test:

students under 16 years old;

part-time students;

students who are, or have been living, under an officially approved
substitute care arrangement (see 5.4);

students receiving a social security pension or an income support
pension from DVA; and

students in lawful custody.

The student's income test takes into account the assessable income from all
sources, less any exemptions listed below.

M aintenance payments received from or paid to aformer partner are also
taken into account.

Student income includes;

taxable income, (except principal income derived from Norfolk
Island);

overseas income earned and taxed in aforeign country (see 6.1.5);

for independent students - maintenance or aimony whether paid for
the student’ s own benefit or for the benefit of the student’s
dependents, including maintenance paid by the Child Support Agency
or by way of atrust or other entity. Payment to athird party of school
fees, household utilities, rates, rent, mortgages or for any other
purpose that isfor their, or their child's direct or indirect benefit, must
be included.

Note: For adependent student this maintenance would be counted as

income in the hands of the (custodial) parent.

Continued on next page
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6.2.1 Student Income, Continued

6.2.14 e received by the student from atrust if it is assessable for tax purposes.
What Incomels Generally, trust income is not assessable where it has already been taxed
included? in the trustee’ s hands. (Amounts paid from the capital of a deceased

(continued) estate are generally not taxable income.);

o full-time Australian Defence Force (Navy, Army or Air Force) Reserve
pay and allowances (payments to part-time reservists are not taxable and
do not count as income);

¢ lump sum and other retirement/redundancy and similar payments to the
extent that they are assessable income for tax purposes,

e prizesif they are provided as an employment benefit, or they carry an
obligation to undertake further studies,

o taxable income received under atraining agreement from a current or
future employer;

e superannuation pensions, including those received by a student asa
dependent child or a partner of a deceased member of a superannuation
fund (eg Comsuper, DFRDB, etc);

e certain forms of educational assistance (see 6.2.1.6); and

e compensation payments are included to the extent they are taxable.
Payments that are made in place of income are generally taxable, while
those that are for loss of future earning capacity such as compensation/
damages/pain and suffering/reimbursement of expenses, are not usually
counted asincome for tax purposes. Compensation payments for
victims of crime should be treated in the same way. (see 6.1.1.7)

Continued on next page
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6.2.1 Student Income, Continued

6215 Where a student is not excluded from ABSTUDY assistance because she
I's education is receiving another form of government assistance to study (see 3.1.4),
?13‘5:5(;2;5 education assistance counts as assessable incomeif it ispaid to or in

INCIU !

respect of the student principally or solely for the purpose of assisting the
student to study. Thisincludes:

e ingtitutional scholarships and bursaries, including the value of any free
board provided as part of the scholarship - the value of board should be
determined by comparison with the institution’s normal costs for
similar board for other students;

e paymentsfor astudent's education from a family trust or a special
education trust, (eg Vietnam Veteran's Trust Education Assistance
Scheme);

e assistance paid to another person (eg, a student's parents) to help the
students education;

e educational scholarships from industry or cultural foundations; and

e State paymentsto or in respect of students who live away from home
or come from isolated families.

Note: Thisdoesnot apply to independent boar ding school
scholarshipsat 5.2.3.12.1 and 4.2.1.1.

6.2.1.6 Educational assistance should not be included as student’ sincomeiif it is;
Educational .

assistancenot ~ ® ABSTUDY itsdlf;

included

e tuition fee scholarships for students;

e assistance provided in relation to a course which isnot ABSTUDY -
approved (eg, for an intensive language course in the summer
vacation);

e assistance provided by a Commonwealth/State/Territory government
because the student is the child of avictim of anatural disaster or
industrial accident;

e reimbursement by the State Government of tuition fees; or

e reimbursement of travel expenses (as opposed to course cost grants).

Note: Income received under atraining agreement isincluded (see
6.2.1.4).

Continued on next page
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6.2.1 Student Income, Continued

6.2.1.7
What pensions
and benefitsare

notincluded? o Family Tax Benefit A & B;
e Double Orphan pension;
e Child Disability Allowance;

e Domiciliary Nursing Care benefit;

These benefits and pensions are not included in the personal income test:

e CRS servicesnot related to the course;

e payments received by the student for the care of award other than
themselves (payments to students because they are themselves wards
are included as student income);

e gpecia assistance to the Textile, Footwear and Clothing industry (TCF
Special Allowances) to the extent these are not counted as taxable
income by the ATO.

6.2.1.8 The following payments are also not included as part of a student's
Other income income:

not included in ] ) )
test e maintenance paid by a parent to or in respect of a dependent student -

such maintenance counts as assessable income in the hands of the
(custodial) parent;

e prizesare not regarded as income unless they are provided as an
employment benefit or an obligation to be used to assist study;

e loansin genera are not regarded asincome. A loan made to a student
under the Commonwealth’s Special Assistance to Students Program
(SASP) is not regarded as income;

e part-time Australian Defence Force Reserve pay and allowances
(payments to full-time Reservists are taxable and hence regarded as
income);

e Disability pensions paid by the DV A to veterans and ex-service
personnel because of awar caused injury or illness are not included,
even if they are received by the student as these payments are not
taxable; and

e payments made on the student’ s behalf under HECS are a so excluded
from the income test.

Continued on next page
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6.2.1 Student Income, Continued

6.2.1.9
Deduction from
student

6.2.1.10

How does
student income
affect
ABSTUDY?

6.2.1.11
Relevant period

6.2.1.12
Beginning and
end of the
relevant period

6.2.1.13
Pensioner
student

6.2.1.14
16th birthday
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Maintenance paid by the student for the upkeep of a non-custodia child
and/or former partner is deducted from the student’ s income for the
income test period.

The student income test is based on how much a student may earn each
fortnight. Students will also have access to the Student Income Bank which
allows a student to earn money during breaks from study without affecting
their Living Allowance (see 6.8).

See the Centrelink booklet ‘A guide to Commonwealth Government
payments' for current rates.

The student income test period applies to taxable income that the recelves
during the period that are eligible for ABSTUDY. The period over which
astudent'sincome is assessed in ayear for the purposes of the ABSTUDY
student income test is the fortnightly entitlement period.

The relevant period begins on the day a student becomes entitled to
ABSTUDY income tested alowances and ends on the last day a student is
eligible for income tested allowances.

Where a student is a pensioner for a period during the year, thisperiod as a
pensioner student does not form part of the relevant period.

A student becomes subject to the student income test from her/his 16th
birthday or if they have independent status before they turn 16 years of
age. Thereevant period also applies from this date regardless of whether
income tested allowances were payable before the student turned 16 years
of age or gained independent status.
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6.2.2 Parental Income

6221 The parental income test for taxation purposes from all sources, less any
Definition of deductions allowable by the ATO. The resulting amount here is taxable
parental income and is shown on the ATO Taxation Assessment Notice.
Income
M ai ntenance payments received from or paid to aformer partner are also
taken into account.
6.2.2.2 Where an adjusted family income of parents exceed the threshold the
How does ABSTUDY Living Allowance will be reduced.
parental
Income affef;t See the Centrelink publication “A guide to Commonwealth Government
ABSTUDY? payments' for current rates.
threshold, and rate reduction applied, when the threshold is exceed is
detailed in the Centrelink publication ‘A guide to Commwealth
Governments payments..
6.2.2.3 Dependent students who are under 16 years old and eligible for Living
Students Allowance, or who are 16 years of age and over, are subject to income
subject to testing on the combined taxable income of both their parents/guardians,
parental irrespective of whether they live at home or away from home.
Incometest
Parental income is taken into account whether or not parents/guardians
actually provide financial assistance or support.
Note: Dependent students 16 years of age or over are also subject to
the student income test.
Continued on next page
Issued December 2002 ABSTUDY 2003 Page 6-21



6.2.2 Parental Income, Continued

6.2.2.4
Students not
affected by
parental
income test

6.2.25
Definition of
parents

6.2.2.6

What does
‘normally live
with’ mean?
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Allowances for the following ABSTUDY students are not affected by the
parental income test:

e part-time students,

e pensioner students,

e students who are or have been living under an officially approved
substitute care arrangement (see 5.4);

e independent students,

e studentsin lawful custody; and

¢ dependent students whose parents/guardians are receiving a
Commonwealth income tested pension or benefit (see 6.3.3 and
7.2.3.2).

For the purposes of income testing, ‘ parents’ include:

e any natural or adoptive parent with whom the student normally lives
or last lived; and

e thepartner (married or de facto) of a parent, providing that the student
normally lives with the partner.

Another adult can be aparent (ie. grandparents or other family members),
but only if the student iswholly or substantially dependent on that adult,
and the adult is not the student’ s de facto partner.

Students ‘normally live with’ a parent and/or the parent’ s partner (married
or de facto) if they maintain a permanent home there. Students ‘normally
live with’ the parent or parent’s partner (married or de facto) even though
they live away while studying, or are temporarily absent from the home on
aholiday.

A student should be regarded as not normally living with a person if the
student maintains a separate permanent home (including vacation and
holiday periods).

Continued on next page
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6.2.2 Parental Income, Continued

6.2.2.7 Sam has been living at his brother’s home in Brisbane since April last

Example year. Previoudy he lived with his mother in Cairns. In February last year
Sam's mother married her de facto partner, with whom she had been living
for six months. Sam has only returned to his mother’ s home for brief
visits, including a period of approximately 4 weeks in January thisyear in
order to pack and remove his belongings.

Sam’'s mother’ s new husband is not included in the parental income test.
Sam has established his own permanent home and will not “ normally live
with” his mother and her partner. Sam's entitlement is based on the
income of the parent with whom he last lived, ie his mother. Also, he may
be entitled to the away-from-home rate of allowance if he meets the
relevant criteria.

6.2.2.8 If the natural or adoptive parents are divorced or separated, the parent, for
Divorced or the purposes of the parental income test, is:

separated

parents

e thenatural or adoptive parent with whom the student normally lives,
ie with the custodial parent; or

e the parent on whom the student was dependent at the start of the
eligibility period in the year of study if normally living with neither
parent; or

e the parent on whom s'he was last dependent if dependent on neither
parent at that time; or

e if each equally shares custody of the student, both natural or adoptive
parents are taken into account where they are separated or divorced.

If the parents reunite, the student's entitlement is reassessed with effect
from the date of the reunion, taking into account the previous financial
year incomes of both parents. In some cases current income may be
applicable (see 6.3.1.1.1).

The income taken into account in the case of divorced or separated parents
includes any payments made by way of maintenance to the parent on
whom the student is dependent. However, any maintenance payments
made to a former partner or in respect of other children are deducted from
total income.

Continued on next page
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6.2.2 Parental Income, Continued

6.2.2.9 Natural or adoptive parents also include step-parents. If the parent or the
Step parents person on whom the student was last dependent remarries or enters a
de facto relationship, the income of the step-parent is taken into account.

The step-parent's income may be disregarded only where:

e the step-parent is not the student's adoptive parent; and

e g/heisableto provide a statutory declaration to confirm s’he did not
provide the student with any form of support at the start of the
eligibility period in the year of study. In thiscaseit would be expected
that the other parent had sufficient income to support the student and
that the step-parent was not the provider of food and/or shelter (see

6.2.2.67).
6.2.2.10 If a student was wholly or substantially dependent at the start of the
Dependenton  dligibility period in the year of study on a person who was not her/his
non parent natural or adoptive parent, that person is considered to be the student's

parent even if one or both of the natural or adoptive parents are living.

Continued on next page
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6.2.2 Parental Income, Continued

6.2.2.11 If astudent claims a person other than a natural or adoptive parent (or the
What does parent’s partner) for parental income test purposes, the case will be
‘whoally or considered on its merits to determineif:
substantially
gweéoaer?'? ent e the person does support the student wholly or substantially; and
' e thearrangement isbonafideie, it is not an arrangement to avoid
assessment on the basis of the income of the student’ s natural or
adoptive parent or their partner (married or de facto).
A student is not wholly or substantially dependent on another person if the
parent (or parent’s partner, married or de facto) is:
e supporting the student in the other person’s home; or
e isproviding financia assistance, directly or indirectly, to that person in
respect of the student.
The other supporting adult cannot be the student’ s partner (married or
de facto).
6.2.2.12 Evidence of support can include that the supporting adult was receiving
Evidence of Family Tax Benefit A & B in respect of the student.
support from
another adult
62213 A defacto relationship is recognised between a student’ s natural or
How soonisa  adoptive parent and her/his de facto partner from the date the de facto
defacto relationship startsif the student ‘normally lives with’ the parent and the
partner parent’s partner (see 6.2.2.6).

recognised?

Continued on next page
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6.2.2 Parental Income, Continued

6.2.2.14 In most cases, the parental income test will apply to the parents on whom
What happens  the student is dependent at the start of eligibility. However, ABSTUDY
if thereisa will be reassessed if the student’ s parents change during the period of
changeof - digibility, so that, if astudent:

parent during

period of e losesaparent by death or separation, ABSTUDY is reassessed based
eligibility on the remaining parent from the date of change of circumstance

(where separated/divorced parents share custody see 6.2.2.16);

e gansaparent (for example because a natural or adoptive parent
remarries, or gains a de facto partner and the student normally lives
with the partner), ABSTUDY is reassessed from the date of change of
circumstances taking into account the combined income of the original
parent and the new partner;

e changes parents, ABSTUDY isreassessed from the date of change of
circumstances. For example, the student:
- stopped living with one parent and moved in with the other;
- started or stopped normally living with aparent’s partner; or
- started or stopped being wholly or substantially dependent on another
adult.

Note: Reassessment is based on the income of the parent(s) for the
previous financia year unless the current income concession or
specia assessment applies.

Continued on next page
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6.2.2 Parental Income, Continued

6.2.2.15 Where:

Separated e astudent has been living with one parent for a considerable time and
p?rer;sc;_gleath that custodial parent subsequently dies; and

Ol custodl

parent e there hasbeen little or no contact with the non-custodial parent,
it would be unreasonable to require that ABSTUDY be based on the
income of the surviving parent given that essentially no parental role
(financia support or otherwise) has been played by the surviving parent
for along time, if at all.

The student’ s claim under the homel ess provisions should be reviewed
(see5.5.6.4). Thisison the basisthat it would be unreasonable for
students to live in the home of their surviving parent because of extreme
family breakdown.

Students need to apply for Student Homeless Rate in the usual way,
including the provision of appropriate evidence/statements to support their
clam.

The following indicators should be met before independent status is
granted under this provision:

e the student’s parents had been separated for a considerable length of
time (discretion may be applied depending on individual
circumstances);

e thesurviving non-custodial parent has not provided support, either
directly or indirectly, to the student or her/his former partner in that
time (eg, child support payments, payment of school fees, etc);

¢ the student has had no recent contact with the surviving parent;

e thesurviving parent has not resumed a parental role following the
death of the previoudly custodia parent;

¢ the student has no other supporting adult; and

e theother homeless provisionsin 5.5.6 do not apply.

Continued on next page
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6.2.2 Parental Income, Continued

6.2.2.16 Where separated or divorced parents share custody of the student, the
Separ ated following arrangements apply:

parents -

shared custody

¢ where custody is shared between the parents, the income test is applied
to the income of the parent with whom the student normally lives, and
that parent's partner, married or de facto (if applicable); or

arrangements

e where one natural parent has primary custody of the student (ie has
custody of the student for a greater proportion of the time), the income
test is applied to the income of that parent, and their partner, married or
de facto (if applicable).

In the very rare cases of shared custody where the student spends an equal
amount of time with each parent, the lower family income (taking into
account the income of the relevant natural parent and her/his new partner,
where applicable) may be used to calculate the student’ s entitlement
subject to statements being provided confirming and setting out the
custodial (i.e, turnaround period) and maintenance payment arrangements
(e.g, legal documentation from the Family Court or solicitors, or
statements from each parent).

Continued on next page
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6.2.2 Parental Income, Continued

6.2.2.17
Students not
normally living
with parents

If astudent’s parents live permanently apart, the parental income test
applies only to the parent with whom the student normally lives. This
applies whether or not the parents are legally divorced.

If astudent’s parents live permanently apart, but the student does not
normally live with either parent, the parental income test applies:

e to only that parent with whom the student last lived if the parents
stopped living together when the student last lived with them; or

e to both parentsif they were not living permanently apart when the
student last lived with them.

Where parents are ‘ separated but living under the one roof’ for Family
Law purposes, and the student normally livesin or last lived in the house
shared by both parents, the income of both parents is taken into account.

Where parents live apart temporarily, (for example, because of absence
due to work commitments as with some mining, fishing, sales
representative or other occupations) and the student normally lives with, or
last lived with, both parents, the income of both parentsis taken into
account (see 6.2.2.16).

Continued on next page
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6.2.2 Parental Income, Continued

6.2.2.18 The parental income test of parents during the financial year ending before
Parental the year of study. For most students, this financial year ends on 30 June of
mcc_)nzjete;t the previous year. However, the most recently completed financial year
perio

accounting period may end on another date if:

o the student’ s parents have, under Section 18 of the Income Tax
Assessment Act 1936, adopted a 12 month accounting period which ends
on a date other than 30 June, (see 6.1.2.2), or

¢ parental income consists principally of income from aforeign country
which uses a different taxation accounting period from that ending on
30 June (for example, New Zealand has a taxation period of 1 April to
31 March). Thefinancial year ending before 1 January of the year of
study is considered.

Notel: Where combined adjusted family income increases by 25% or
more, ie from the previous to current financial year, the student's
entitlement is reassessed with effect from 1 October in the year
of study (see 6.3.2).

Note2: Where parental income suffers a substantial and lasting fall, a
concession is available to take into account income in afinancial
year (or accounting period) no later than the financial year or
last accounting period which ends during the year in which
ABSTUDY issought (see 6.3.1).

Continued on next page
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6.2.2 Parental Income, Continued

6.2.2.19

Why isthetest
based on
historical
(previous
financial year)
income?

Most family incomes do not fluctuate disproportionately between financial
periods, significant changes are the exception.

These exceptional cases are handled with specia rules that apply when use
of historical income is unreasonable. These apply where:

o thereisasubstantial and lasting fall in income under the current income
concession (see 6.3.1);

e aparent starts getting a Commonwealth pension or benefit, or isin
receipt of aHealth Care Card under the special assessment provision (see
6.3.3); or

¢ parental income increases by 25% or more after the normal (previous
financial year) income test period (see 6.3.2).
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6.2.3 Partner Income

6.2.3.1
Definition of
partner

6.2.3.2
Students
subject to
partner

6.2.3.3

How does
partner income
affect
ABSTUDY?

6.2.34
Student under
16 yearsold

6.2.35
Definition of a
partner

Page 6-32

The partner income test takes into account the assessable income for
taxation purposes from all sources, less any deductions allowable by the
ATO. Theresulting amount here is taxable income and is shown on the
ATO Tax Assessment Notice.

M ai ntenance payments received from or paid to aformer partner are also
taken into account.

Independent students are subject to income testing on the income of their
partner if relevant. Students below the age of 21 years are aligned to

Y outh Allowance rates, students 21 years and over are aligned with
Newstart rates. However, also see 6.3.3 Specia Assessment.

A student’ s partner can have income up to the disqualifying income limits
of Youth Allowance if the student is under 21 years or Newstart if the
student is 21 years and over without it affecting the student’'s ABSTUDY
Living Allowance. The ABSTUDY Living Allowance is reduced by $1
for every whole $2 by which the partner’ s income exceeds the
disqualifying limit.

When an independent student under 16 years old has a partner, the partner
is subject to the partner income test.

For the purposes of partner income, a partner is defined as:

e amarried husband or wife who is not separated from the student; or

e anunmarried person who isliving with a person of the opposite sex in
ade facto relationship which is of at least 6 months' duration, or where
thereisachild in the relationship who is dependent on the student or
the de facto partner.

Note: For an ABSTUDY student who isin a defacto relationship and
whose partner isreceiving a social security pension or benefit,
align entitlement with Social Security Law.

Continued on next page
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6.2.3 Partner Income cContinued

6.2.3.6 _ A relevant period is generally the income test period when a partnered
Relevant period  student is eligible to receive ABSTUDY assistance.

6.2.3.7 The partner’ sincome test is not applied for any period in ayear when
Periodsthe students:

partner income

test does not

| e do not have a partner; or

apply e aredivorced or separated from their partner.

Note: Where the student and her/his partner are ‘ separated but living
under the same roof’ for Family Law purposes, the partner’s
income is taken into account.
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6.3 Current Income and Special Assessment

Overview

Introduction This chapter explains income concessions.

Inthischapter  This chapter contains the following topics.

Topic See Page
6.3.1 Current Income Assessment 6-35
6.3.2 Increase in Current Y ear Income 6-41
6.3.3 Special Assessment 6-43
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6.3.1 Current Income Assessment

Introduction The current income assessment is a concession that allows the ABSTUDY
income test to be applied to the income which the student's parents/
guardiansreceivein the financia year ending on 30 June in the year for
which assistance is sought (instead of being applied to income earned in
the previous, typical financial year).

This current income assessment may be approved for any student, except a
single, independent status student or a student who is partnered, if a
normal assessment is unreasonabl e because one of the circumstances
described in this topic has caused a large and long-lasting drop in income.

In most instances, when current income assessment is approved, the
income test will be applied to estimated income figures, which are subject
to verification.

Thereisno provision for the parental income test to be applied to any
period later than the financial year accounting period ending 30 Junein the
year of study for a current income assessment.

In thistopic Thistopic is divided into the following sections.
Section See Page
6.3.1.1 Reasons for a Current Income Assessment 6-36
6.3.1.2 Size and Date of Drop in Income 6-37
6.3.1.3 Calculating Adjusted Income 6-40
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6.3.1.1 Reasons for a Current Income Assessment

6.3.1.1.1
Acceptable
reasonsfor all
students

6.3.1.1.2
Other
acceptable
reasons for
dependent
students

6.3.1.1.3
Reasons not
accepted for
current income
assessment

Page 6-36

The circumstances under which assessment may be made on current
income for al students are:

e permanent invaidity, retirement or any similar circumstance which
removes or reduces the earning capacity of a student's parent; or

e drought, bushfire, flood, cyclone or other circumstances beyond the
control of a parent and:

- adtuation of hardship is caused to the person;

- theincomeis expected to be adversely affected for a period of two
years from the date of the drop, or 1 January in the year of study,
whichever isthelater, and

- it would be unreasonable to assess the student using the routine
financial assessment.

In addition, assessment may be made on current income for dependent
status students where:

e aparent dies,

e the parents separate; or

¢ the student moves from one parent's care to the other parent's care and
it would be unreasonabl e to assess the student using the routine
financial assessment.

Seasonal fallsin income

Seasonal falls such as occur where income normally fluctuates (asin the
case of primary producers) are not a basis for current income assessment.

Short period of unemployment

A short period of unemployment does not warrant current income
assessment. |If the parent is likely to be unemployed for along period, or if
re-employed, islikely to be receiving a substantially lower income than
before, such a case can be considered if the usual criteria of the size and
duration of the drop are met.
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6.3.1.2 Size and Date of Drop in Income

6.31.2.1
Sizeof drop in
income

6.3.1.2.2
Discretion may
be used

6.3.1.2.3
Example of use
of discretion

6.3.1.24
Date of drop in
income

Issued December 2002

The Adjusted Family Income for the financial year ending on 30 Junein
the year for which assistance is sought should have a substantial drop in
the normal assessment period.

While adrop of 25% seems reasonable as a general yardstick, discretion
may be exercised if the drop is considerably lessthan 25%. Clearly, for
people on very low incomes, alesser drop substantially affects their
standard of living. Consideration should also be given not only to the size
of drop in income, but to whether reassessment on current income would
give the student an entitlement to income-tested assistance.

It should be ascertained that the estimate of the size of thedrop is
reasonablein the light of information available on factors such as previous
earnings, the parent's trade or skills and current employment possibilities.
In particular, sympathetic consideration should be given to situations
where afamily has experienced a considerable fall in weekly income but,
because the current income assessment period includes a substantial
amount of the former, higher income, the actual difference between the
incomes for normal and current income yearsis less than 25%.

John’s family has an income of $30,000 in the typical financial year. On
30 November in the following financial year the family breadwinner
retires. The income of John's family for that year is $15,000 for the period
1 July to 30 November and then $160 a week from a pension for the period
1 December to 30 June. Although this does not represent a fall of 25%
between the financial years, there has clearly been a drastic fall in family
income and current income assessment should be granted.

The drop in income may occur at any time during the two years up to June
in the year for which assistance is sought. The current income concession
cannot be granted if income drops after that date.

Continued on next page
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6.3.1.2 Size and Date of Drop in Income, Continued

63.125 If, in the case of adependent student, a parent dies before 1 January in the
Current income year for which assistance is sought, or if the parents are separated at that
assessment not  (ate, there is no need for current income assessment.

needed
A normal assessment is made on the remaining parent'sincome. If the
parents reunite, reassessment using both parents' regular incomes is made
with effect from the date of the reunion.

6.3.1.2.6 In most cases the date from which income has dropped will be readily

No precisedate  established. However, if income is affected by circumstances such as
drought, it will be necessary to establish an approximate date based on
such considerations as:

e thenormal arrangements for marketing the product; and
e theperiod of production to which the income related when the adverse
effect became apparent.

If no precise date is available, the date chosen would be the first of the
most relevant month.

6.3.1.2.7 If a person retires from employment and receives alump sum payment of

Lump sum leave entitlements that is to be included as income the date of income

leave payments  should be regarded as the end of the period of leave and not the date of
cessation of actual work.

6.3.1.2.8 Mary's mother retires from work for health reasons on 31 October in the
Example of year prior to the year of study and received a lump sum payment of

lump sum $4,000, representing four weeks' sick leave and six weeks' recreation
payments leave. The date of the fall inincomeisto be taken as 12 January, not

31 October. Theincome involved isregarded as accruing on the day on
which it isreceived.

Continued on next page
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6.3.1.2 Size and Date of Drop in Income, Continued

6.3.1.2.9 Normally it is expected that the duration of the drop in income should be at
Normal least two years taken from the date of drop or 1 January in the year for
duration of the  \yhjch assistance is sought, whichever is the later, except in those cases
dropinincome \yhere a student's parents separate or a parent dies.

If a parent dies the concession appliesimmediately. If astudent's parents
separate, the concession also appliesimmediately. If the parents reunite,
entitlement is reassessed and based on both parents' income but without

retrospective effect.
6.3.1.2.10 If the drop occurred before 1 January of the year for which assistanceis
Period of sought, the entitlement for the whole of the year of study will be assessed
current income  on a current income basis.

assessment

If the drop occurred after 1 January and before 1 July of the year for which
assistance is sought, current income assessment will apply only in
assessing the allowance payable for that part of the year of study following
the date of the drop. Normal assessment will apply up to that date.
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6.3.1.3 Calculating Adjusted Income

6.3.1.3.1
Calculation for
dependent
students

6.3.1.3.2
Risein income

6.3.1.3.3
Married and
independent
students
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To calculate the adjusted income of parents for dependent students:

e include theincome of any person who is a parent of the student at the
start of the eligibility period in the year for which assistance is sought;

e if aperson, through separation, ceases to act as the student's parent
between the start of the eligibility period and 30 June in the year for
which assistance is sought, the income test is not applied to her/his
whole year'sincome. The proportion of the current income financial
year during which he acted as parent is determined and a similar
proportion of her/his annual income in that year is used in the income
test; and/or

e allow dependent adjustment only for children who at 30 June of the
year of study, ie the end of the current financial year, were dependent
on persons who were the student's parents at the start of the eligibility
period in the year of study.

If the income rises above the level expected in the current income financial
year, the applicant is required to notify Centrelink (see 6.3.2.1).If therise
in income means that the current financial year'sincome exceeds the
income test cut-off point, al assistance paid under the current income
concession is considered to be overpaid and is liable to recovery.

Note: Reverse Current income does not apply to an independent
student with a partner because of the fortnightly Partner
Income Test.

Thereis no current income concession for partnered or single independent
students.
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6.3.2 Increase in Current Year Income

6.3.2.1
Increasein
Income

6.3.2.2

I ncome after
the current
financial year

6.3.2.3

How the
arrangement
oper ates

6.3.2.4

When does
reversecurrent
income apply?

Issued December 2002

Where there has been an increase in income by 25% since the previous
financial year, current year income will be taken into account to reassess
entitlement from 1 October to 31 December.

There isno provision for the parental income test to be applied to any
period later than the financial year accounting period ending 30 Junein the
year of study

If theincome increases, ABSTUDY entitlement is based on Adjusted
Family Income (AFI) in the financial year ending during the year of
study.

Reverse current income applies where there has been a substantial increase
in parental taxable, overseas or other income.

Reverse current income applies from 1 October in the year of study when
income earned in the financia year ending 30 June in the year of study has
increased by 25% or more since the previous financial year.

Continued on next page
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6.3.2 Increase in Current Year Income, Continued

6.3.2.5
Financial
accounting
period other
than | July -
30 June
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The parental income test under Section 18 of the Income Tax Assessment
Act, adopts a 12 month accounting period which ends on a date other than
30 June.

This does not alter income test period principles. In particular:

« thenormal test period remains the 12 month accounting period ending
prior to the current year of study, ie before 1 January. This applies
whether or not the student is eligible or qualifiesfor ABSTUDY from
that date;

« the current income test period remains the twelve months accounting
period ended during the current year of study, 1 January -
31 December. This applies whether or not the student is eligible or
qualifiesfor ABSTUDY for the whole or part of the year; and

« thereisno provision to take into account a twelve month accounting
period which finishes after the current year of study, that is after
31 December . This applies whether or not the student is eligible or
qualifiesfor ABSTUDY until the end of the year.
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6.3.3 Special Assessment

6.3.3.1
Basisfor
special
assessment -
pensions and
allowances

To be eligible for a special assessment the student’ s parent/parents/spouse
must be in receipt of one of the following payments:

e asocia security pension or income support payment, or asimilar
provision from the DVA (excluding DV A disability pension);

¢ an allowance for full-time vocational training or education;

¢ assistance under Farm Household Assistance administered by the
Department of Primary Industries and Energy;

¢ Exceptiona Circumstances Relief Payment (ECRP) (see 6.3.3.4);
¢ Farm Help Income Support (see 6.3.3.5);

¢ assistance under the New Enterprise Incentive Scheme (NEIS); or
¢ aTextiles, Clothing and Footwear specia allowance.

If astudent’s parent receives ABSTUDY living allowance or Y outh
Allowance/Austudy payment, the parental income test is waived where:

o the parent’s partner (married or de facto) a'so gets ABSTUDY or Y outh
Allowance/Austudy Living Allowance; or

e the parent’s partner (married or de facto) receives Parenting Payment
(Partnered); or

e the parent is a sole parent.
Note: Special assessment cannot be applied solely on the basis of a

parent or partner receiving Basic Parenting Payment or Family
Payments.

Continued on next page
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6.3.3 Special Assessment, Continued

6.3.3.2
Basisfor
special
assessment —
Low Income
Health Care
Card

Page 6-44

A special assessment applies when one or both of the student’s parents has
acurrent low income Health Care Card. This does not apply where a
parent has a card only because the child disability allowance is received.

Special assessment applies for the valid period of issue of the Card and
must be reviewed at the end of this period for ABSTUDY to continue.
Proof that a parent holds a current low income Health Care Card is
required (see 2.1.4.4.2). Thereisno eligibility for special assessment if a
Cardis cancelled and is, therefore, no longer valid.

Special assessment must be reviewed at the end of the period of issue of
the card or when the card is cancelled, whichever is earlier.

A parent who has a Pensioner Concession Card is not entitled to the
special concession unless gheis currently receiving an eligible social
security pension or allowance.

Special assessment does not apply to holders of the Commonwealth Senior
Health Card (CSHC).

Continued on next page
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6.3.3 Special Assessment, Continued

6.3.3.3
Basisfor
special
assessment —
CDEP

A special assessment applies where either parent on whom a student is
dependent isreceiving a CDEP Scheme wage as a participant, that is the
CDEP wageisnot paid to administer a CDEP project which isan
Aboriginal and Torres Strait |slander Commission (ATSIC)
programme.

Special assessment no longer applies to the partner of a student or to a
parent/guardian who is a CDEP administrator, but a continuing student
may be eligible for maintained entitlements (see below).

Maintained Entitlement

Students who were receiving ABSTUDY Living Allowance immediately
prior to the policy change but who will lose this entitlement because of the
change to special assessment eligibility, will continue to receive Living
Allowance until the end of their current course of study if their partner or
parent/guardian remains on CDEP. For the entitlement to be
maintained:

o the student’ s partner must have been receiving a CDEP wage
continuously since 1 July 1995; or

¢ in the case of CDEP administrators, the student’ s parent/guardian must
continue to receive a CDEP wage for which eligibility commenced prior
to 1 January 1997.

Continued on next page
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6.3.3 Special Assessment, Continued

6.3.3.4
Basisfor
special
assessment -
Exceptional
Circumstances
Relief Payment
(ECRP)

6.3.3.5

Basisfor
special
assessment —
Farm Help
Income
Support (FHIS)
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Students from families receiving ECRP can apply for ABSTUDY under
special assessment provisions. The usual parental or partner (as
applicable) income test is waived.

While special assessment applies, the student can receive the maximum
appropriate rate of Living Allowance subject to the student meeting the
usua scheme requirements (including the student income test).

Applicants for special assessment on the basis of receiving ECRP need to:

¢ have the student complete and lodge an ABSTUDY claim; and
¢ provide a statement confirming their eligibility for ECRP.

Students are ineligible for ABSTUDY where they themselves receive
ECRP.

The two key elements of the Farm Help Income Support (FHIS) are the
payment of income support (similar to Newstart, but without the activity
test) and access to re-establishment grants by eligible farming families.

Income support component

Families applying for and receiving the income support payment under
FHIS will, for scheme purposes, be treated the same way as families
receiving Newstart and the like. Hence ‘ special assessment’ provisions
apply, but only for the actual period of receipt of FHIS income support.

Students areineligible for ABSTUDY where they themselves receive the
income support component under FHIS.

Re-establishment grant

Grants of up to $45,000 are available to eligible families who choose to
leave farming. Grants are paid when the family farmis sold. However, a
family’ s receipt of are-establishment grant does not by itself provide any
concessional treatment under the ABSTUDY income tests.

Continued on next page

ABSTUDY 2003 | ssued December 2002



6.3.3 Special Assessment, Continued

6.3.3.6 The parental income test. This means that subject to the student income test, the
Effect of student is entitled to the maximum relevant rate of Living Allowance during the
special period of specia assessment.
assessment NOTE: Thepartner fortnightly incometest iswaived for Exceptional
Circumstances Relief payment 6.3.3.4 and Farm Family Restart 6.3.3.5.
6.3.3.7 Special assessment applies for the period that the parents/partner receives a
Period of pension, benefit, allowance or payment recognised for special assessment
special purposes during the year of study.
assessment
6.3.3.8 Where special assessment has been applied due to the family being in receipt of
Exceptional ECRP, this assessment is to continue to the end of the calendar year in which the
Circumstances  ‘exceptional circumstance recovery period’ ends, even though ECRP is not paid
Relief Payment 55t the recovery period, providing the student does not become indligible for
Ceases another reason, (eg change in income or study status).
If payment of ECRP ceases before the end of the exceptional circumstance
recovery period because the family ceases to be eligible then the usual income
test applies.
6.3.3.9 Where the pension, benefit, allowance or payment ceases for the parent/partner
Pension or during the period of ABSTUDY €dligibility, the entitlement must be reassessed.
allowance The reassessment applies from the date the period of assistance ceases and does not
ceases affect the entitlement for the period while the pension, benefit, allowance or
payment was received.
In the reassessment, entitlement for the new period is calculated in the normal way,
using the previous financia year'sincome of anyone who was a parent/partner of
the student at the start of the eligibility period in the year of study.
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6.4 Assets Tests

Overview

Introduction This chapter describes the assets tests and limits which are applied for
ABSTUDY.

Inthischapter  This chapter contains the following topics:

Topic See Page
6.4.1 What isincluded / not included in an Assets Test 6-49
6.4.2 Family Assets Tests 6-50
6.4.3 Personal Assets Tests 6-51
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6.4.1 What is included / not included in an Assets Test

6.4.1.1

What is
included in an
assetstest

6.4.1.2

What isnot
included in an
assetstest

All funds, investments, property, cars, boats, household contents and
personal effects;

money in approved deposit-funds or other roll-overs which can be
withdrawn;

ownership or interestsin atrust or company;

the surrender value of life policies;

money lent out;

assets disposed of on or after 15 December 1998 (Government
announced Assets Testing for ABSTUDY Living Allowance) for an
unreasonably low value; and

overseas assets.

The principal family home which includes any land around the home
used primarily for private and domestic purposes if the land and the
ground floor of the home are 2 hectares or less;

agarage or storeroom of aflat or home unit that is used primarily for
private or domestic purposes;

the principal behind an annuity or superannuation pension that can’'t
be withdrawn, sold or borrowed againgt;

funds frozen in afinancial institution (unless they can be withdrawn
after awaiting period);

assets which you have the right to use but which you may not sell or
borrow against (eg. alife interest under a deceased estate);

personal disability aids.
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6.4.2 Family Assets Tests

6.4.2.1 ABSTUDY isnot payableif the value of afamily’stotal assets exceedsthe

Family Assets  designated limit. The family assets limit isindexed and the new amount

Test takes effect from 1 January of each year. All of the family’s assets are
included, except:

e the assets of independent children; and

e the assets of the partner’ sindependent children; and

o farm assets, if acurrent drought relief exceptional circumstances
certificate has been issued.

See the Centrelink publication ‘A guide to Commonwesalth Government
payments' for the current Family Assets threshold.

6.4.2.2 The family assets test does not apply to parents or their partners who
Exemptions receive:

from the family

assets test

e anincome support payment;
e payment under the Farm Household Support Act 1992.

6.4.2.3 75% of a customer’ sinterest in the value of abusiness, including farms, is
Discount for disregarded if the customer owns the business and is wholly or mainly
businessassets  engaged in that business.
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6.4.3 Personal Assets Tests

6.43.1
Personal and
Spouse Assets
Test

6.4.3.2
Exemptions
from the
personal assets
test

DIFFERENT TO Youth Allowance/AUSTUDY PAYMENT

Asset limits are indexed each year and take effect from 1 July each year.
ABSTUDY isnot payable if the value of total assets exceeds these limits.
See the Centrelink publication “A guide to Commonwealth Government
payments' for current Asset limits.

Note: Some ABSTUDY benefits and allowances ar e not means-tested.
They are:

non-meanstested portion of Group 2 School Fees Allowance;
Pensioner Education Supplement;

Incidentals Allowance;

Additional Incidentals Allowance;

Fares Allowance;

Lawful Custody Allowance; and

Away-from-base Assistance.

The personal assets test does not apply to:

¢ dependent students; or

¢ independent students with a partner receiving:
- an income support payment
- apayment under exceptional circumstances provisions; or

o farm assetsif the student or their partner has current drought relief
exceptional circumstances certificate
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Overview

I ntroduction

In this chapter
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6.5 Family Actual Means Test

This chapter explains the Family Actual Means Test which is applied to

ABSTUDY.

This chapter contains the following topics.

Topic See Page
6.5.1 Introduction to Family Actual Means Test 6-53
6.5.2 Designated Parents 6-54
6.5.3 Actua Means 6-58
6.5.4 Exempt Funds 6-61
6.5.5 Current Y ear Means A ssessments 6-64
6.5.6 Definition of Base Tax Y ear 6-67
6.5.7 Definition of Family Members 6-68
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6.5.1 Introduction to Family Actual Means Test

6.5.1.1 Family Actual Means Test (FAMT) isatest applied to dependent students

Introduction whose parent (s)/guardian(s), or the parent/guardian’ s partner isin a
designated category (see 6.5.2) for the FAMT. The spending and savings
of all assessable family members (see definition of family members) are
taken into account to determine the dependent student’ s rate of
ABSTUDY. Thelesser of the two rates calculated under the Income Test
and FAMT isthe student’ s entitlement.

Note: The designated parent(s)/guardian(s) for the FAMT can be the
student’ s natural or adoptive parent(s) or parent’s partner.

6.5.1.2 Families are exempt from the FAMT while receiving an Exceptional
Exemption Circumstances Relief Payment (ECRP) for the remainder of the calendar
from FAMT

year. It should be noted that the holding of a Drought Exceptional
Circumstances Certificate while not in receipt of ECRP, or the receiving of
a payment under the Farm Family Restart Scheme does not give an
exemption from FAMT.
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6.5.2 Designated Parents

6.5.2.1 The FAMT isonly applied to dependent students when their parent’s
FAMT circumstances come under one or more of the following seven designated
Designated categories.

Parent

A student’ s natural or adoptive parent, or their partner is a designated
parent if they:

e had aninterest in atrust, private company or unlisted public company
in the base tax year; or

o were self-employed (except as a sole trader engaged wholly or mainly
in aprimary production business) in the base tax year; or

e wereapartner in apartnership in the base tax year (includes primary
producers who lodge a partnership return for taxation purposes); or

e derived income of $A2,500 or more from a source in Norfolk Island
or overseas in the base tax year that is not wholly from a pension or
similar payment; or

e wereasaary or wage earner for any period in the base tax year, who
claimed or will claim atax deduction for a business loss (whether
current or carried forward) that does not consist only of apassive
business loss, or

e haveacurrent interest to the value of $A2,500 or more in any assets
located outside Australiaand its external territories; or

o first entered Australia under a permanent visa or entry permitin a
business skills category in the 10 years prior to 1 January in the
current calendar year.

See the Centrelink booklet * A guide to Commonwealth Government
payments’ for current rates.

Continued on next page
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6.5.2 Designated Parents, Continued

6.5.2.2 All trusts are included in assessing FAMT categories except the following:
Interest in a
trust, private
company or
unlisted public
company

aparent’s account, held in trust for a child,

deceased estate trusts;

assets held in trust by an administrator;

involvement in atrust created by aresident, complying

superannuation fund;

e public unit trusts in which 50 or more people are not family members
of the trustee, or they are offered for subscription or purchase by the
public eg. body corporate trusts and most managed investment funds,

e charitabletrusts, and

e trustscreated by the operation of law.

A person holds an interest in atrust if they are atrustee, beneficiary, or
unit holder, but not an agent creditor or employee of atrust.

The most common type of company an assessor will encounter is a private
or family company, normally identified by ‘ Proprietary Limited’, ‘ Pty
Limited’ or ‘Pty Ltd" after itsname. A private company has shares issued
to family members and office holders are usually family members. These
shares are usually not transferable without the consent of al shareholders.

An unlisted public company is not listed on the Australian Stock Exchange
or any Stock Exchange.

6.5.2.3 A self-employed person is defined as someone who works for gain or
Self- reward other than under a contract of employment or apprenticeship,
employment whether or not the person employs one or more employees.

Indications that a parent is self-employed are:

e maintaining their own financial accounting records;

e not receiving agroup certificate from an employer at the end of the
financial year;

e not having compulsory superannuation or Workcover payments paid
by an employer on their behalf. Instead they pay their own
superannuation and can claim it as a tax deduction or business
expense; or

e paying tax on amonthly basis through the prescribed Payments
System or the Reportable Payments System.

Continued on next page

I ssued December 2002 ABSTUDY 2003 Page 6-55



6.5.2 Designated Parents, Continued

6.5.24
Partner in a
partnership

6.5.25
Overseas
income at or
above $A 2,500

6.5.2.6

Salary or wage
earner with a
businessloss

Page 6-56

A partnership does not need awritten agreement to exist. Sharing profits
and losses may indicate a partnership exists. A joint owner of an asset is
not necessarily in a partnership for the purposes of the FAMT, even if they
derive an income from that ownership.

A parent involved in a partnership must:
e provide evidence and supporting documents to show a partnership has

been dissolved; and
e declareincome or lossesin their Individual Income Tax Return.

The $A 2,500 threshold relates to any income a parent receives from
overseas.

Income from a taxabl e overseas pension should be shown as overseas
income under the parental income test. Parents are also included in this
category if they earn $A 2,500 or more by working overseas in the base tax
year.

See the Centrelink booklet ‘A guide to Commonwealth Government
payments' for current rates.

A parent isasalary or wage earner if they earn income on aregular basis
under a contract of employment, whether implied or expressed.

Continued on next page
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6.5.2 Designated Parents, Continued

6.5.2.7 An asset is an overseas asset valued at or above $A 2,500 if:
Overseas assets
at or above e aparent would normally be obliged to declare it under the

$A2,500 ABSTUDY asset test; and
e itisnormally located outside Australia.

A parent may move in and out of this category as the value of their
overseas assets changes during the year. Only the value of the parent’s
interest in the asset must be $A 2,500 or more. Parents must provide
evidence of:

e disposa of asset, or
e thevalue of their interest reducing below $2,500.

An asset isexempt if it isnormally held in Australia, but istemporarily
overseas, or an Australian resident investsin acompany in Australia,
independent of their family, and the company invests the money in
overseas investments.

See the Centrelink booklet ‘A guide to Commonwealth Government
payments' for current rates.

6.5.2.8 A parent in the business migrant category is assessed under the FAMT on
Business afull calendar year. Thisincludesthe year they arrived in Australia. A
Migrant parent isin this category if within 10 years before 1 January in the

calendar year in which ABSTUDY is being applied for, the parent first
entered Australia under a permanent visaor entry permit. A parent
remains in the business migrant category for 10 years from their arrival in
Australia
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6.5.3 Actual Means

6.5.3.1

What is
included as
actual means

6.5.3.2
Areas of Family

Spending

Page 6-58

The spending and savings of all family members in the base tax year are
taken into account to determine afamily’s actual means. This excludes
spending or savings equivalent to the income received from exempt funds
(see6.5.4).

Where the applicant and/or other members of the assessable family live
away from home all of their separate expenses under the various areas of
spending must be included.

All spending and savings must be included from all sourcesincluding
related entities, third parties and financial institutions eg. payments made
by the business, friends and relatives for and on behalf of the family.

The following table shows the main areas of family spending and
examples of each. Each areaincludes repayments of principal and interest
on any loans for associated costs from afinancia institution, taken out
before the beginning of the base tax year.

Area of Spending Examples

Principal Home purchase and running costs,

mortgage repayments, rent and insurance,
rates, gas, electricity and water,

repairs and extensions,

furniture and appliances.

Transport purchase costs, including lease payments;
maintenance, repairs and running costs,
insurances and registration; and

public transport.

Education schooal, tuition and boarding fees;
books, uniforms and amenities fees; and

evening and leisure classes.

Continued on next page

ABSTUDY 2003 | ssued December 2002



6.5.3 Actual Means, cContinued

6.5.3.2 Areas of Family Spending (cont)
Genera Living

food and clothing;

entertainment;

holiday costs;

insurances, medical and pharmaceutical expenses

not covered by Medicare or private health

insurance;

books, newspapers, magazines;

non-refundable child care expenses; and

telecommunication costs (phone and fax).

other loan costs;

expenditure on investments, such asreal estate,

shares, art and coin collection;

¢ tax deductible business expenditure not necessary
for carrying on the business, such as donations to
charities; and

¢ thetaxable value of any fringe benefits, covering

what would have been an expense to the family.

Other

6.5.3.3 The following table shows the main areas of family saving and examples

Family Saving  of each. Each areaincludes repayments of principal and interest on any
loans for associated costs from afinancial institution, taken out before the
beginning of the base tax year.

Area of Saving Examples
Financial The net increase, including interest, in any bank,
institutions building society or credit union account. A

decrease in the amount owed on loan or credit card
is arepayment under the spending categories.
Retained profits The vaue of afamily member’ s base tax year
share of:

e any undistributed profits from, and retained
earningsin, aprivate or unlisted public
company;

e any increasein their partnership capital
accounts and/or current accounts; and
e undistributed trust profitsif the family
member is abeneficiary or trustee.
Continued on next page
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6.5.3 Actual Means, cContinued

6.5.3.3
Family Saving
(Continued)

Page 6-60

Area of Saving

Examples

Superannuation

Contributions above:

¢ the minimum amount required under the
Superannuation Guarantee (Administration) Act
1992 for an employee; or

e $3,000 per family member.

Other

Loans by afamily member to arelated entity.
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6.5.4 Exempt Funds

6.54.1 The following are exempt from the FAMT:
Exempt Funds
e tax deductible business spending necessary for the carrying on of the
business (see 6.5.4.2);
e spending to acquire or modify property necessary to assist afamily
member with a disability;
e gspending or maintenance payments for aformer partner or child not in
the day to day care of the assessable family member; and/or
e spending covered by scholarships except where paid by afamily trust
or other related business entity.

Funds from the following sources are exempt for the FAMT and are able
to count as a deduction because they do not affect a dependent applicant’s
entitlement. These are:

e afinancia institution or arms length loan (equivalent to the terms of a
loan from an institutional loan) ;

e prior year savingsie. the reduction from the opening balance as at

1 July to 30 Junein the base tax year;

sale of assets which were held at the beginning of the base tax year;

non taxable compensation payments,

windfall gains but not gifts;

Defence Reserve Payments (maximum $6,000 each);

Government Benefits such as non taxable income assistance and

payments for educational purposes;

e isolated or secondary boarders; and/or

e dependent children’s employment (maximum of $6,000 each).

However, the spending from such sources must be included i.e, the amount
of the deduction must correspond with the amount of spending.

See the Centrelink booklet ‘A guide to Commonwealth Government
payments' for current rates.

Continued on next page

I ssued December 2002 ABSTUDY 2003 Page 6-61



6.5.4 Exempt Funds, Continued

6.54.2

Tax deductible

business
expenditure

6.5.4.3
Government
income
assistance

6.5.4.4
Sale of assets

6.5.4.5
Non-taxable
compensation
payments
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All tax deductible business spending necessarily incurred in carrying on
the businessis exempt from the FAMT, except:

e |osses carried forward from the previous financia year;

e superannuation contributions that are:
- above the minimum required under the Superannuation Guarantee
(Administration) Act 1982, if a person is employed by the business; or
—the lesser of $3,000 and the total voluntary contributions made by
family members who were sole traders or partnersin a partnership;
and

e donationsto charity.

The income assistance payments that are exempt from FAMT are:

e aYouth Allowance received by a person who is undertaking full-time
study;

e an Austudy payment;

e apayment under the Social Security Act 1991 (except afamily tax
payment), or the Veterans' Entitlement Act 1986, that is exempt
income tax;

e apayment under a Student Financial Supplement Scheme or the
ABSTUDY scheme or the Assistance for Isolated Children scheme;

e an Austudy payment;

e apayment under a scholarship; and

e apayment by a State or Territory, or a State or Territory authority, to
assist the primary, secondary or tertiary education of a student.

Spending or savings equivalent to income sourced from the sale of assets
may be excluded from the FAMT. However, the assets must have been
held before the commencement of the appropriate tax year.

A non-taxable compensation payment is the amount of a compensation
payment that is not required to be included in taxable income under the
Income Tax Assessment Act 1936 or 1997. Thisisusually because the
payment does not represent lost income. The deduction may relate to
some or al of the compensation payment.

Continued on next page
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6.5.4 Exempt Funds, Continued

6.5.4.6
Dependent
children’s
employment
income
deduction

6.5.4.7
Boarding
Concession
under FAMT

Families are able to claim a deduction of up to a maximum of $6,000 for
each eligible family member from independent employment. However,
only amounts earned after the dependent child has reached 16 years of age
may be claimed, and all amounts claimed must be earned income and
declared to the ATO.

The cost of boarding for Assistance for Isolated Children or secondary
boardersis exempted from the FAMT, including an ABSTUDY student if
s/he is a dependent secondary student who:

e hasasibling receiving a boarding allowance under the Assistance for
Isolated Children scheme; or
e isreceiving an away from home rate as a secondary student.

Only the maximum concession rate will be allowed.
See the Centrelink publication “A guide to Commonwealth Government
payments' for current maximum rate.
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6.5.5 Current Year Means Assessments

6.5.5.1 Where afamily has experienced a substantial reduction in their actual
Current year means from the base tax year to the following financial year, they can
means . request that their actual means be assessed on the current tax year i.e, the
assessmen

tax year immediately following the base tax year.

Substantial is taken to mean that if a payment or an increase in payment is
able to be granted by using the current income test , it shall be regarded as
being substantial.

6.5.5.2 The conditions for using a current year assessment are similar to those

Current year used for the parental incometest. The criteriaare as follows:
assessment

conditions o thedropin actual meansis due to an event (or events) beyond the

control of afamily member; or
e thereisno longer adesignated parent for the FAMT (see 6.5.2); or
e afamily member has taken up full-time study in the tax year
following the base tax year.

In addition the drop in the actual means must be expected to last for at
least 2 years from 1 January in the year of ABSTUDY payment or the date
of the event whichever isthe later.

Finally the same rule applies as to an assessment using the base tax year ie.
the lesser amount using both the Income Test and FAMT for the current
year is the amount payable.

Continued on next page
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6.5.5 Current Year Means Assessments, Continued

6.5.5.3 The following table shows the period of effect of current year assessment

Period of effect  according to the date of the event that caused the decrease in actual means.
of assessment

If... Theperiod of effect is...
the event occurred on or e for thefull calendar year from
before 1 January of the 1 January; or
current year e from the start of the period of

ABSTUDY qudlification to the end

of the calendar year, if lessthan a

full calendar year.

the event occurred after from the date of the event until the earlier

1 January of the current year | of:

¢ theend of the calendar year; or

e theperiod of ABSTUDY
qualification.

no event can betied to the from the date after 1 January when the

decrease in the current year decrease started, until the end of:

e thecaendar year; or

e theperiod of ABSTUDY

qualification.

6554 Documentary evidence of financial decreased actual means may be
Expectationsof  required before a current year assessment is granted.
decr eased
profits
6.5.5.5 For a current year assessment to be used, the reasons for the decrease in
Reasonsfor a  actual means must be beyond the control of a
decreasein
actual means o parent;

e student; or

e family member or whoever isrelevant to the decrease in actual

means.

Documentary evidence may be required to substantiate the claim.

Continued on next page
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6.5.5 Current Year Means Assessments, Continued

6.5.5.6 Current year actual means assessment is used if total family actual means
Actual means  decrease because a parent or a dependent student gives up substantial

decreased due  employment to take up full-time study.
to study
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6.5.6 Definition of Base Tax Year

6.5.6.1 The base tax year means the financial year that ended on 30 Junein the

Definition of calendar year before the year in which the ABSTUDY allowance is being
BaseTax Year  claimed.
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6.5.7 Definition of Family Members

6.5.7.1 An applicant’s assessable family for the purposes of FAMT are:
Definition of

Family e theapplicant;

Members

the parent (s)/guardian(s) whose income and assets are being taken
into account under the ABSTUDY parental income and family assets
tests,

e any dependent children under 16 years of age; and

e and dependent children in the family aged 16 to 24 years of age who
do not meet the independence criteria.

Note: That only the details of the spending, savings and deductions for
those persons covered by this definition are to be provided for the
purposes of thisFAMT. For example, if any grandparents or non-
dependent children live with the family, then exclude all of their
spending, savings and deductions from the amountsin the FAMT.
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6.6 Taxation

Overview

Introduction This chapter explains the taxation issues relating to ABSTUDY allowances
and the conditions under which there is a requirement for the provision of
tax file numbers.

Inthischapter  This chapter contains the following topics.

Topics See Page
6.6.1 Taxable ABSTUDY Allowances 6-70
6.6.2 Tax File Number (TFN) 6-72
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6.6.1 Taxable ABSTUDY Allowances

6.6.1.1
Taxableincome

6.6.1.2
Living
Allowance only

6.6.1.3
Taxation
instalments

6.6.1.4
Group
Certificates
issued
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Payments intended to support the students' day-to-day living costs and
certain other allowances are assessable forms of income for income tax
purposes. Those allowances that are forms of taxable income are:

e Living Allowance, for students 16 years or older (including the
Living Allowance component of the Masters and Doctorate Award);
and

e additional assistance whereit is paid as a supplement to afortnightly
allowance.

Notel: ABSTUDY taxable allowances are regarded as income, even if
an allowanceis actually paid to a parent/guardian applicant or an
agent.

Note2: Under the Income Tax Assessment Act 1936 student assistance
allowances paid on behalf of, or directly to students under 16
years of age (regardless of their status) are not regarded as
taxable income.

For students who live in aresidential college or hostel and who elect to
have residential fees paid directly by ABSTUDY, only the reduced Living
Allowance entitlement is assessabl e as taxable income of the student.

See Centrelink publication * A guide to Commonwealth Government
payments' for the current living allowance.

Students may elect to have tax deducted from taxable ABSTUDY
allowances.

Group Certificates detailing the following will be issued to the student at
the end of the financid year:

e the gross amount of taxable income paid for the financia year; and
e thetotal amount (if any) of taxation instalments deducted for the
financial year.

Continued on next page
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6.6.1 Taxable ABSTUDY Allowances, Continued

6.6.1.5 Once tax instalments are deducted, tax payments are forwarded to the

Lodgement ofa  ATO. A student wishing to reclaim amounts paid in tax will not be able to

taxation return  do sp until the end of the financial year after a taxation return has been
lodged and a taxation assessment completed by ATO.
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6.6.2 Tax File Number (TFN)

6.6.2.1 Legidlation requiresthat the following categories of ABSTUDY applicants

Applicantswho  must provide their Tax TFN when applying for ABSTUDY assistance:
must providea

TFN e students aged 16 or older;
e parents/guardians of students aged lessthan 16 years; and
e parents/guardians of al students aged 16 years or older, including part-
time applicants, upon whom the student is financially dependent; and
e thestudent’s partner.
6.6.2.2 The following categories of customers do not need to provide a TFN when
Applicantswho  making claim for ABSTUDY assistance:
need not
providea TFN

e customers who supplied their TFN to ABSTUDY for a previous
clam;

e students under 16 years of age;

e students, parents or partners who are exempt from providing their
TFN under the Income Tax Assessment Act 1936 as they receive a
FaCS or DV A income support pension or benefit. These are:

- aFaCS benefit, ie age pension, wife pension, disability pension,
carer payment, sole parent pension, widow allowance, special
needs pension or specia benefit, or

- apension under part 3 of the Veterans' Entitlement Act 1986;

e students, parents or partners who are at risk from another person and
whose physical safety could be at increased risk from the disclosure
of their TFN;

e Aborigina or Torres Strait Islander clients who are attending a
traditional ceremony at the time of claim lodgement - a TFN must be
provided on their return from participation in that ceremony;

e students, parents or partners who have lost all records of their TFN
because of fire or flood damage to their home within the six months
preceding the claim for ABSTUDY - ceases to take effect six months
after the damage occurred;

e customers who have lodged aclaim for a TFN through Centrelink but
have not yet received advice from ATO;

e parentswho live permanently outside Australia and who do not earn
income in Australia; and

e parentsor partners who are temporarily overseas - a TFN must be
provided on their return to Australia.

Continued on next page
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6.6.2 Tax File Number (TFN), Continued

6.6.2.3 Payments may not commence on an ABSTUDY claim until either the TFN
Commencing has been provided from the relevant people (see previous page) or aTFN
ABSTUDY claim has been lodged with Centrelink for passing on to ATO.
payments
6.6.2.4 ABSTUDY applicants may lodge claims for TFNs at Centrelink Customer
Lodgement of  Service Centres.
claims
Applications for TFNs may also be lodged at regional ATO centres.
6.6.2.5 For circumstances where a student, student's partner and/or
Difficulty in parent/guardian may have difficulty applying for aTFN through normal
applyingfor a  channels, eg because of access or problems with obtaining documentation,
TFN Centrelink and ATO have special arrangements for ABSTUDY students
and students’ partners or parents/guardians.

These arrangements entail the use of a special form, called the ‘ Tax File

Number claim/enquiry for an Aboriginal or Torres Strait Islander’ form,

whichisonly for Aboriginal and Torres Strait Islander people and which

includes a section * Proof of Age Reference’ enabling an authorised referee
to verify the applicant’ s identity instead of the need to provide
documentary evidence of identity.

The *Tax File Number claim/enquiry for an Aboriginal or Torres Strait

Islander’ form may be lodged at any Centrelink Customer Service Centre

or mailed directly to Centrelink. Centrelink will then forward the claim to

the ATO.
6.6.2.6 A student and student's partner or student's parent/guardian will be
Eeg_arded as regarded as having supplied a TFN if:
avin
pr oviged aTFEN *® 9Shehasprovided the TFN to Centrelink for a previous claim; or

e g/he provides her/his TEN for the current claim; or

e S/hehaslodged a TFN claim/enquiry form with Centrelink.

Note: A student and student's partner or parent/guardian who do not
provide the required documentation described above will be
considered not to have supplied a TFN.

Continued on next page
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6.6.2 Tax File Number (TFN), Continued

6.6.2.7 Enquiries about taxation issues not covered in this Chapter should be
Taxation referred to the nearest ATO.
queries
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6.7 ABSTUDY Rates

Overview

Introduction This chapter explains how the rates are calculated and lists the rates of
Living Allowance.

Inthischapter  This chapter contains the following topics.

Topic See Page
6.7.1 Calculation of ABSTUDY Rates 6-76
6.7.2 ABSTUDY Living Allowance Rates 6-86
6.7.3 Rates for Continuing Students aged 21 years or more 6-87

I ssued December 2002 ABSTUDY 2003 Page 6-75



6.7.1 Calculation of ABSTUDY Rates

6.7.1.1 Annual ABSTUDY Living Allowance rates are calculated by multiplying
Introduction last year's annual rate by the CPI index factor and rounding to the nearest
dollar.

Thefortnightly rate is then calculated by dividing the new annual rate by
the number of daysin the year and multiplying by 14 days.

6.7.1.2 The alowable income limits abatement intervals and abatement rate
Factorsin needed to calculate Living Allowance entitlement and the upper income
calculating limits (UILs) arein the table below.
entitlement

Abatement Factors Income Tests Dependent

Student Partner Parental | Child/Studen
t

Allowable Income $236.00 | $608.00 p/f

Limit (AIL) pif  |over21 $27,400 | Seetable
$6,000 pa | $15,850 pa

Abatement Interval $2.00 $2.00 $4.00 at6.7.1.19

(Al

Abatement Rate (AR) | $1.00 $1.00 $1.00
Note amounts are example only - See the Centrelink booklet ‘A guide to Commonwealth
Government payments' for current rates.

6.7.1.3 ' To calculate the UILs you need to use the allowable income limit,
Calculating abatement interval and abatement rate (shown above) and the maximum
UlLs fortnightly rates of Living Allowance (see 6.7.2.1).

Step Description of Step

1 Calculate the Actual Annual Payment (AAP).
The formulafor the AAPis:

(Fortnightly rate + 14) x daysin theyear.
When you get the answer ignore the cents.
2 To caculate the UIL, use the following formula:

AAP x Al + (AIL +Al - AR).
Thisisthe last whole dollar of student, partner, dependent
partner or parental income that can be earned before the student
becomes ineligible for Living Allowance.
The UlLsrelevant to each particular rate are shown in the table at
6.7.2.1.

Continued on next page

Page 6-76 ABSTUDY 2003 | ssued December 2002



6.7.1 Calculation of ABSTUDY Rates, Continued

6.7.1.4
Definition of
Upper Income
Limit

6.7.15
Qualifying for
maximum
Living
Allowance

6.7.1.6
Qualifying for a
reduced Living
Allowance

6.7.1.7
No minimum
payment

6.7.1.8
Dependent
child/student
adjustment

The UIL isthelast amount of income a guardian or partner can earn before
the student becomes ineligible for ABSTUDY Living Allowance.

To qualify for the maximum rate of ABSTUDY Living Allowance, the
student’ s income and her/his parents' /guardians’ or partner’ sincome must
not be higher than the allowable income limits. All relevant income tests
must be met.

The alowable income limits apply where students are eligible for Living
Allowance for the full calendar year.

A pro rata amount applies where the students' relevant period is less than
the full calendar year.

A reduced rate of Living Allowance may be payable where incomeis
above the allowable income limits, but less than the upper income limits
showninthetableat 6.7.2.1.

The table also shows the abatement intervals and abatement rate to use if
you need to manually calculate a student’ s entitlement according to student
and parental or partner income.

A student can be paid any amount of entitlement owed.

Each dependent child in the student’ s family provides an adjustment to the
parents /guardians’ or partner’s income for partnered students over 21.
Children are defined as either dependent students or dependent children -
see 6.7.1.9 and 6.7.1.10.

The amounts of the dependent child and dependent student adjustments are
shown at 6.7.1.25.

Continued on next page
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6.7.1 Calculation of ABSTUDY Rates, Continued

6.7.1.9
Definition of
dependent
student

6.7.1.10
Definition of
dependent child

6.7.1.11
Children who
do not attract
adjustment
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An eligible dependent student is any other child who is dependent on the
student's parents/guardians, eg sister, brother, step-sister, step-brother, foster
sister, foster brother, who is not an eligible dependent child as defined below and
iseither:

e 16 yearsof age or more and:
- inafull-time secondary or tertiary course approved for ABSTUDY/
Assistance for Isolated Children;
- not eligible for the independent rate of ABSTUDY/Y outh Allowance;,
and
- not receiving assistance from a Commonwealth education allowance
other than ABSTUDY/Y outh Allowance/Assistance for |solated
Children; or
e under 16 years of age and:
- isreceiving ABSTUDY/Assistance for Isolated Children, and
- isnot éigible for the independent rate of ABSTUDY .

Note:  Inno case can adependent child attract both the dependent child
adjustment and the dependent student adjustment.

An eligible dependent child isany other child who is dependent on the student’s
parents/guardians, eg sister, brother, step-sister, step-brother, foster sister, foster
brother, who:

e isnot an eligible dependent student as defined above;

e was dependent upon the parents at 30 June in the year preceding the year for
which assistance is sought; and

e isunder 16 years of age and not receiving benefits under ABSTUDY/
Assistance for Isolated Children.

The following children do not attract a dependent child/student adjustment:

e achild who is regarded as independent under the ABSTUDY rulesor isin
State care;

e achild who isliving with the parents/guardians under a student exchange
program; or

e achild who does not live with the/a parent but for whom that parent is
paying maintenance.

Continued on next page
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6.7.1 Calculation of ABSTUDY Rates, Continued

6.7.1.12 All dependent adjustments are calcul ated on the number of dependent
Dependent children on acontinuing basis. ABSTUDY must be reassessed if the
adjustment number of, or circumstances of dependent children in afamily, changes.
calculations

6.7.1.13 Where there is a change in the number of dependent students, reassessment
Changein of ABSTUDY benefits will take place as described below:

number of

dependent L oss of a dependent student

students

If a student received income-tested assistance due to a dependent student
adjustment causing the Adjusted Family Income (AFI) or Adjusted Partner
Income (API) (for partnered students 21 years and over) to fall below the
Family or Partner Income Limit, the claim must be reassessed with effect
from the day that the dependent student:

e ceasesto be afull-time student, or
e isgranted independent status under ABSTUDY/Y outh Allowance.

If the student does not qualify for income-tested assistance without the
dependent student, entitlement ceases from that day.

New dependent student

If a student who has not qualified for income-tested assistance gains a
dependent student through the year, the claim should be reassessed to take
into consideration the effect of a dependent student in adjusting the AFI or
API (for partnered students 21 years and over) to below the Family or
Partner Income Limit.

The student's entitlement commences on the day s/he gains the dependent
student.

See the Centrelink booklet ‘A guide to Commonwealth Government
payments’ for current rates.

Continued on next page
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6.7.1 Calculation of ABSTUDY Rates, Continued

6.7.1.14 When there is a change in the number of dependent children, reassessment
Changein of ABSTUDY benefits will take place as described bel ow:

number of

dependent L oss of a dependent child

children

If a student received income-tested assistance due to a dependent child
adjustment causing the AFI/API (for partnered students 21 year and over)
to fall below the Family or Partner Income Limit, the claim must be
reassessed with effect from:

¢ thedate from which ssThe commenced receiving benefits under
ABSTUDY/Assistance for Isolated Children;

¢ thedate from which he commences to be a dependent student (as
defined on the previous page); or

¢ thedate from which she ceases to be dependent upon the parents/
guardians.

If the student does not qualify for income-tested assi stance without the
dependent child, entitlement ceases from that day.

New dependent child

If a student who has not qualified for income-tested assistance gains a
dependent child through the year, the claim should be reassessed to take
into consideration the effect of a dependent child in adjusting the AFI/API
(for partnered students 21 years and over) to below the Family or Partner
Income Limit.

The student's entitlement commences on the day s/he gains the dependent

child
6.7.1.15 Where a student ceases full-time study and is atertiary student who ceases
Dependent to be eligible for the away from home rate or is granted independent status,
adjustment the student assistance digibility of aparent, brother or sister (ie‘siblings’)
checking may be affected.

related claims

Continued on next page
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6.7.1 Calculation of ABSTUDY Rates, Continued

6.7.1.16 Alf appliesfor ABSTUDY. At the start of the year, he has three brothers
Example 1 and sisters:

e Beth (aged 19 years, in full-time education),
e Ches(aged 15 years, in secondary education), and
e Delia(aged 10 years, in primary education).

On 12 June, Alf's mother gives birth to twins, Eric and Freda.

From 1 January to 11 June, the adjustment is:
Beth $3,792
Ches $3,792
Delia $1,230
Total $8,814

From 12 June to 31 December, the adjustment is:
Beth $3,792
Ches $3,792
Delia $1,230
Eric  $2,562
Freda $2,562
Total $13,938

6.7.1.17 At the start of the year, Cassie has one older brother, Fletch, in full-time
Example 2 study.

The Adjusted Family Income for Cassi€’ s entitlement will be reassessed if
at any time during the year Fletch ceases to be in full-time study or meets
an ABSTUDY independence criteria (e.g, marries).

This does not depend on whether Fletch actually gets ABSTUDY (for
example, his course may not be approved, or his personal income may be
too high, or he may be ineligible for ABSTUDY due to previous study or
progress rules).

Continued on next page
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6.7.1 Calculation of ABSTUDY Rates, Continued

6.7.1.18 The impact of student and parental or partner income on ABSTUDY
Automatic entitlement is calculated automatically.
calculation The method of calculation is the same whether or not ABSTUDY is

payable for the whole period. Thisincludesif a student:

e istransferring from Family Tax Benefit A & B;

e becomes dligible very late in the period of eligibility, for example,
where astudent in a full-year secondary course turns 16 after the end
of the school year but before 31 December, the daily rate is payable
from the student’ s birthday; or

e turns 18 during a period, two daily rates are calcul ated:

using the relevant 16-17 year old rate until the day before the

student’ s 18th birthday; and
using the relevant 18-20 year old rate on and from that day.

6.7.1.19 This table shows the procedure for calculating parental income.

How is parental

Income Step
calculated?

Action

1

Calculate the total parental income by adding together:

o the taxable income of both parents/guardians for the financial
year ending in the year before the year of study, (except
principal income derived from Norfolk Island);

e overseas income taxed in aforeign country (see 6.1.5); and

e any maintenance payments received in that period by either
parent/guardian. Thisincludes maintenance paid direct to the
student where it is not the taxable income of the student.

Deduct maintenance paid by a parent/guardian.

Add the amount for each child, other than the applicant student
who is either under the age of 16, or aged 16 to 24 and in full-
time study (see 6.7.1.8 and 6.7.1.9).
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Continued on next page
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6.7.1 Calculation of ABSTUDY Rates, Continued

6.7.1.20 This table shows the procedure for calculating partner income for students
How ispartner 21 yearsand over.

Income Step Action

calculated?

1 Calculate the total partner income by adding together:

o the taxable income of the partner for the fortnight, (except
principal income derived from Norfolk I1sland)

e overseas income taxed in aforeign country (see 6.1.5); and

¢ any maintenance payments received in that period by the
partner. Thisincludes maintenance paid direct to the child
where it is not the taxable income of the child.

2 Deduct maintenance paid by a partner.

3 Add the amount for each child, who is either under the age of 16,

or aged 16 to 24 and in full-time study (see 6.7.1.8 and 6.7.1.9).

6.7.1.21Income Theformulais:
Bank Formula

and how it (Income-Income Bank) = Excess
works If the Excessis less than $236 there is NO reduction to the Y outh
Allowance.

If the Excessis between $236 and $316:
Then (Excess-236) x 0.5 = Affecting Income

If the Excessis greater than $316 then:
[9Excess - $316) x 0.7] + 40 = Affecting Income.

If theincome is equal to the free areathere is no effect on payment or
income bank.

See the Centrelink booklet ‘A guide to Commonwealth Government
payments' for current rates.

Continued on next page
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6.7.1 Calculation of ABSTUDY Rates, Continued

6.7.1.22
M aintenance
payments

6.7.1.23
Negative
income by one
parent

6.7.1.24
Averaged
income

6.7.1.25
Calculating
Adjusted
Family Income
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The income taken into account in the case of divorced or separated parents
includes any payments made by way of maintenance to the parent/guardian
on whom the student is dependent. Maintenance includes:

e payments made in respect of the student and any other children
(including step children) as well as for the upkeep of the custodial
parent,

e payments made to athird party for school fees, household utilities,
rates, rent, mortgages or for any other purpose that is for the parent's,
or their child's direct or indirect benefit; and

e payments made by the Child Support Agency as these have originated
from the non-custodial parent.

It isnot possible for one parent's |oss or negative income to reduce the
effect of the other parent's positive income. The loss should be treated as
zero income and the other parent's income will be the family's total taxable
income

Averaged income as used for certain taxation purposes eg, by primary
producers, is not taken into account for ABSTUDY purposes. Income for
the previous financia year is used unless current income or special
assessment applies.

Add the following to the parent income threshold (AFI).

e adependent child adjustment for the first child and an adjustment for
each other child (other than the applicant) who is not an eligible
dependent student as defined in 6.7.1.9; and

e adependent student adjustment for each dependent student (other
than the applicant) who is not an eligible dependent child as defined
in6.7.1.10; and

a dependent student adjustment that appliesto atertiary student approved
to live away from home who has atertiary student sibling also approved to
live away from home.See Centrelink publication ‘A guide to
Commonwealth Government payments' for each of the current child and
student adjustment rates.

Continued on next page
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6.7.1 Calculation of ABSTUDY Rates, Continued

6.7.1.26
Adjusted
Incomefigure

6.7.1.27
Comparison of
AFI/API
Income Limits

Thefina figureisthe AFI and is compared to the Family (parental) Limit.

If the AFI exceeds the family (parental) limit the student is not entitled to
any income tested form of assistance.

In the calculation of allowance entitlement, limits apply to the income of
the student's parents or partner and to the student's own income. When
income exceeds either of those upper limits the student has no entitlement
to income tested assistance.
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6.7.2 ABSTUDY Living Allowance Rates

6.7.2.1 Living Allowance rates are subject to Consumer Price Index (CPl) changes
Maximum rates each year. Maximum rates for students 21 years and over are indexed by the
CPl in March and September. Refer to the Centrelink Rate Guide for updated

rates.
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6.7.3 Rates for Continuing Students aged 21 years or more

6.7.3.1 Continuing students aged 21 years or more in receipt of the ABSTUDY
Maintenance  Living Allowancein 1999 will be maintained at the 1999 rate of Living
of ratesdueto Allowance until the completion of their course. A similar provision
policy changes appliesto PESrecipients.
in 2000
The policy intent is that students studying in 1999 who undertook a
particular course of study and who were continuing in this course of study
in 2000, 2001, 2002 and 2003, would be maintained on at least the 1999
rate of benefit for the duration of the course.

6.7.3.2 The definition of a‘current course of study’ means:
Definition of a

‘current cCoUrse o regular undergraduate courses;

of study’

e articulated courses, such as those where a series of courses can be
linked to count towards a higher level of qualification;
e acontinuing coursein the samefield of study undertaken at different
institutions or at a different campus,
e anatural progression of courses, such as:
- aBachelor of Laws and Letters followed by a Graduate Diploma
of Legal Studies; or
- anaccess or bridging course undertaken as a prerequisite entry to
atertiary qualification; or
- aBachelor degreethat is aprerequisite for a Graduate degree, or
- an Honours or Masters Qualifying year followed by a Masters.

6.7.3.3 A continuing student is one who has not had a break in study between

Break instudy 1999, 2000, 2001, 2002 and 2003. Exemptions to this rule are exceptional

exemptions circumstances beyond the student’s control. A break in study can be
justified on:

e medical grounds;
e personal circumstances; or
e academic course requirements or availability.
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6.8 Student Income Bank

Overview

Introduction This chapter explains access to the student income bank and higher income

free area

Inthischapter  This chapter contains the following topics.

Topic

See Page

6.8.1 Student Income Bank

6-89
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6.8.1 Student Income Bank

6.8.1.1
Student
I ncome Bank

6.8.1.2

Rules of the
Student Income
Bank

6.8.1.3
Accesstothe
Student Income
Bank and
Higher Income
Free Area

The Student Income Bank allows a student to accumulate any unused part of
their allowable income limit per fortnight up to the maximum accumulated
limit while studying without affecting their Living Allowance. It has been
designed to reflect the fact that students generally earn income through the
holiday periods, rather than throughout the year. The Student Income Bank
operates by saving the unused part of the fortnightly income free areaas
credits. The saved credits are then available to offset the personal
income/earnings in future fortnights.

See Centrelink publication ‘A guide to Commonwealth Government
payments' for the current allowable income limit per fortnight and the
maximum accumulated limit.

The following rules apply to the student income bank:

e the maximum credit that can be saved is the maximum accumulated
limit;

e thebalanceisnot set to zero annually;

e all credits are annulled when a student stops full-time study; and

e continuing students retain their credits over vacation periods.

Students have access to both the student income bank and the higher income
free area on any fortnight in which they are considered to be afull-time
student.

The following table shows when access to the student income bank and the
higher income free area starts for studentsin different situations.

A student whois Has access from the...

A new student e (datetheir course starts.

Anexisting student | e date of thefirst fortnight of study or training; or
o dateof digibility for Living Allowance

Continued on next page
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6.8.1 Student Income Bank, continued

6.8.1.3
Accessto the
Student
Income Bank
and Higher
Income Free
Area (con't)

6.8.1.4
Operation of
the Student
Income Bank

6.8.1.5
Example
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Exceptions. Students who leave a course before the course ends have access

to the student income bank and the higher income free area until:

e theend of the fortnight they leave the course, if notification requirements

are met, or

e theend of the notification period, if one applies.

The following table shows how the student income bank operates when a
student has ordinary income in afortnight.

If theincomeis

Then...

And...

Lessthan the subtract the income add the saved amount to

income free area, from the income free the student’ s student
areato determine the income bank credits.
saved amount,

Equal to the thereis no effect on thereis no effect on the

income free area, payment, student income bank.

Greater than the subtract the income free | subtract the reduction to

income free area, area from theincome to | income from both the

but less than or
equal to the student
income bank credit,

determine the reduction
for income,

student income bank
credit and the ordinary
income. The effect is
that thereis no ordinary
income for the fortnight.

Greater than both
the free area and
the student income
bank credit,

subtract the student
income bank credit
from the income to
determine the student
income bank debit,

reduce the student
income bank credit to
zero. Theincome bank
does not run into minus
amounts.

Adam has a $500 credit in his Sudent Income Bank. He has worked
within the last fortnight and earned $350. Asthisisover the $236 income
limit, the amount that Adam has earned has reduced his Sudent Income
Bank credit by $114 to $386. This has not affected Adam'’ s payment for
the fortnight as he had sufficient Sudent Income Bank credit to offset

against his earnings.

ABSTUDY 2003

Continued on next page
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6.8.1 Student Income Bank, continued

6.8.1.6 Review Students are required to declare their income every three months to

of Student Centrelink. Students with irregular income should tell Centrelink about
IncomeBank thelr fortnightly income every fortnight, to minimise the risk of
ABSTUDY debt.
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6.9 Negative Gearing/Net Passive Business Losses

Overview

Introduction The partner and parental income tests include the value of income losses
claimed by individuals. Thistype of taxation deduction is often referred to
as “negative gearing”.

The net amount of negative gearing deductions claimed against other
taxable income are to be self-declared on the ABSTUDY claim form at the
time of application by the student’ s parent/s or partner as applicable.

This chapter details which losses (negative gearing) areto beincluded in
the income tests.

Inthischapter  This chapter contains the following topics.

Topic See Page

6.9.1 Description of Negative Gearing Losses 6-93
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6.9.1 Description of Negative Gearing Losses

6.9.1.1
Definition:
rental property
losses

6.9.1.2
What isrental

property

6.9.1.3
Definition:
Property losses

A parent or partner who reduces their taxable income by claiming aloss
against rental property owned in their own name will have to add back the
value of the rental property deduction (commonly known as negative
gearing) for ABSTUDY purposes. Rental property losses flowing through
to the individual parent or partner, from rental property ownedin a
partnership, trust or company, are not taken into account for the
ABSTUDY income test.

Any substantial changes in taxable income deductions from rental property
losses (negative gearing), may warrant reassessment because of the effect
on current or reverse current income.

“Rental property” owned by an individual person includes:
a house, home unit or flat;

aroom in a house, home unit or flat;

an on-site caravan;

a house-boat;

an overseas rental property; or

any other similar rental property.

A parent or partner who reduces their taxable income by claiming losses
against any non-property investments, eg share portfolios, owned in their
own name must add back the value of that deduction.

6.9.1.4 Items for which losses may be claimed against taxable income include:

What is e share portfolios; and/or

included? e partnership, trust and company rental property |osses.

6.9.1.5 Only the amount allowed as a taxable income deduction claimed by the

Valuing individual relevant taxpayer (ie parent or partner) will be added to their

negative income.

gearing
For example: A relevant person’s taxable income may be reduced by
$4,000 in claimable rental property losses, although other, non-claimable
losses amounted to a further $3,000. Only the amount of $4,000 will be
added to that person’sincome for ABSTUDY purposes.
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6.10 Fringe Benefits

Overview

Employers are required to report Fringe Benefits amounts on group
certificates.

AsABSTUDY isaligned to Y outh Allowance for students under 21 and
Newstart for students 21 years and over, refer to Social Security law and
the Social Security Guide for details of Fringe Benefits.

Inthischapter  This chapter contains the following topics.

Topic See Page
6.10.1 Description of Fringe Benefits 6-95
6.10.2 Valuing Fringe Benefits 6-97
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6.10.1 Description of Fringe Benefits

6.10.1.1
I ntroduction

6.10.1.2
Overseas
Fringe Benefits

Fringe benefits include the value of any employer provided benefit
received during the base tax year. An employer provided benefit is any
right, privilege, service, in kind payment or facility that an employee
receives (or assigns to someone else) from their employment.

Employees may ‘sacrifice’ an amount of their cash salary and receive the
value of the amount as afringe benefit. 1n other cases, afringe benefit
may be afixed part of the employee’s salary package.

Common forms of salary sacrifice or fringe benefitsinclude, but are not
limited to:

leasing of vehicles,

extra superannuation contributions,
investments;

expense benefits;

child care;

housing assistance; and

low interest loans.

Asthe value of the benefit is not recorded as salary for the employee, they
do not pay income tax on that amount. Instead, the employer pays fringe
benefits tax (FBT) on the value of the benefit.

The amount to be declared is the * Reportable Fringe Benefits Total’ as
reported on the employee' s group certificate. The reportable fringe benefit
isused for the purposes of the ABSTUDY parental income test.

Fringe benefits apply to both aspects of current income, so that increases
of 25% or more in income, including fringe benefits, and substantial
decreases in income, may warrant reassessment based on current income.

The Australian equivalent of the value of fringe benefits provided overseas
is taken into account for income testing purposes. If astudent’s partner or
parents are working overseas and receiving any of those fringe benefits,
the Australian equivalent of the value of the benefitsisto be included.

Continued on next page
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6.10.1 Description of Fringe Benefits, Continued

6.10.1.3

Use of exchange
ratesto convert

overseasfringe

benefit values

6.10.1.4
Ministers of
religion

Page 6-96

The overseas value of the fringe benefit is converted to an Australian value
by dividing the value of the benefit in the overseas currency by the
appropriate exchange rate. For example, the value of the car benefit (see
above) is converted to an Australian value by dividing the New Zealand
value by the applicable exchange rate.

Ministers of religion are treated the same as way any other employee for
the purposes of assessing adjusted fringe benefits. However, certain
benefits received by ministers of religion are exempt under Section 57 of
the Fringe Benefits Tax Assessment Act. These benefits will not appear on
their group certificate, and therefore will not be assessed as adjusted fringe
benefits.

The assessment of adjusted fringe benefits for ministers of religion isaso
based on the grossed fringe benefit recorded on their group certificate.
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6.10.2 Valuing Fringe Benefits

6.10.2.1
Employer
responsibility

6.10.2.2
Fringe Benefit
Tax Rate

6.10.2.3

First $1,000
reportable FBT
exempt

6.10.2.4

Fringe Benefits
Tax Accounting
Period

6.10.2.5
Reporting of
FBT

The employer isresponsible for reporting fringe benefits on an employee’s
group certificate. The amount that is reported on the group certificateis
the grossed-up value of the fringe benefit and is referred to as the
‘reportable fringe benefit total’.

The FBT rate is the fringe benefits tax rate set by the

Fringe Benefits Tax Act 1986. It isthe highest marginal tax rate including
the Medicare levy. Thereisan updated FBT rate each year and it is
expressed as a percentage of 1.

A fringe benefits tax year runs from 1 April to 31 March. Where
customers elect to give an employer statement of the value of their fringe
benefits, the relevant fringe benefits tax year is the one completed in the
relevant year of income (see 6.3).

Thefirst $1,000 of reportable fringe benefits is exempt from the parental
and partner income test. Reportable fringe benefits in excess of $1,000
appear on an employee’s Group Certificate. The reportable fringe benefits
will be reduced by the maximum tax rate and the adjusted fringe benefits
will be added to the parental or partner income.

In respect of the reportable fringe benefits, the assessable value of such is
normally measured against the fringe benefit tax accounting period (1
April to 31 March) ending prior to the year for which assistance is sought.
Thismay vary if current income assessment (see 6.3.1) applies. The
reportable fringe benefits total is found on the group certificate provided
by the employer.

Reporting fringe benefits is the responsibility of the employer. If further
information isrequired in regard to fringe benefits, the employee should
seek advice from the employer or the ATO.
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