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Draft Taxation Ruling

| ncone tax: transfer of
pensi oner rebate between
partners

Draft Taxation Rulings (DTRs) represent the
prelimnary, though considered, views of the
Australian Taxation Ofice.

DTRs may not be relied on by taxation officers,
t axpayers and practitioners. It is only final
Taxation Rulings which represent authoritative
statenents by the Australian Taxation Ofice of
its stance on the particular matters covered in
t he Rul i ng.

What this Ruling is about

1. This Ruling explains:

(a) when the unused portion of a
partnered pensioner's rebate may be
transferred to the other partner;

(b) how to cal cul ate the unused
portion of the pensioner rebate to
be transferred to the other partner;

(c) how to cal cul ate the pensioner
rebate for a partner to whom sone
unused pensioner rebate has been

transferred; and

(d) how to cal cul ate the adjusted
pensi oner threshold for a partner
to whom sone unused pensioner rebate has

been transferred.

2. A nunber of ternms used in this Ruling are
explained in the Definitions section of the
Rul i ng (see paragraph 10).

Rul i ng

(a) when the unused portion of a partnered
pensioner's rebate nmay be transferred to the
ot her partner

3. Were;
(a) two people are nenbers of a coupl e;
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(b) one partner is in receipt of a Social
Security or Veteran's Entitl enent
rebat abl e partnered pension and the
other is in receipt of either a Soci al
Security or Veteran's Entitl enent
rebat abl e partnered pension or exenpt
pensi on;

(c) neither partner is

(1) entitled to a greater benefit from
a beneficiary rebate, or

(ii) in receipt of job search, Austudy,
Abst udy, or sickness benefits on the
| ast day of that financial year; and

(d) the tax calculated on a partner's
taxabl e incone is |less than the
pensi oner rebate;

then the unused portion of the pensioner rebate
may be transferred to the other partner.

(b) how to cal culate the unused portion of the
pensi oner rebate to be transferred to the other
part ner

4. The unused portion of the pensioner rebate
Is the difference between the maxi num avail abl e
partnered pension rebate and the tax cal cul ated
on the greater of the taxable incone or

noti onal taxable incone.

5. By notional taxable inconme we nean the
taxabl e i ncome plus any exenpt pension incone.

(c) howto calculate the pensioner rebate for a
partner to whom sone unused pensi oner
rebat e has been transferred

6. The pensioner rebate for a partner to whom
sone unused pensioner rebate has been
transferred is referred to as the maxi num

adj usted rebate. The maxi num adj usted rebate
S

t he partnered pensioner rebate

pl us

t he unused portion of the pensioner rebate
transferred fromthe other partner.

(d) how to cal culate the adjusted pensioner
threshold for a partner to whom sonme unused
pensi oner rebate has been transferred
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7. The adjusted pensioner threshold is
the tax free threshold
pl us

t he maxi num adj usted rebate divided by the
| owest marginal tax rate.

8. Finally, the rebate to which this partner
is nowentitled to is

(a) t he maxi num adj ust ed rebate
| ess
(b) the difference between
(1) he taxabl e incone, and
(1i) the adjusted pensioner threshold,
all divided by 8.

Dat e of effect

9. This Ruling applies to years comenci ng
both before and after its date of issue.
However, the Ruling does not apply to taxpayers
to the extent that it conflicts with the terns
of a settlenent of a dispute agreed to before
the date of issue of the Ruling (see paragraphs
21 and 22 of Taxation Ruling TR 92/20).

Definitions

10. The followi ng definition of key terns apply
for this Ruling:

partner or partnered

- nmeans a person who is a nenber of a couple
which is defined as a person who is

(a) legally married to anot her person and
not living separately and apart fromthe
ot her person; or

(b) not legally married but living in a
marriage-li ke relationship with a nenber
of the opposite sex and both parties are
above the age of consent and the
relationship is not a prohibited
rel ati onship under 23 B of the Marriage
Act 1961
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r ebat abl e pensi on

- has the sane neani ng as appears in
subsecti on160AAA(1) i.e.

means a pension, allowance or benefit under

(a) the Veteran's Entitlenments Act 1986
(other than Part VI1); or

(b) the Social Security Act 1991 (ot her
than Part 2.11, 2.12, 2.14 or 2.15)

rebat abl e partnered pension
- neans a rebatabl e pension paid to;

part nered pensi oners where the pensioner
receives the partnered rate of pension during
the year; or

part nered pensioners where the pensioner
receives the separated rate of pension during
the year, because as a result of illness or
infirmty the couple are unable to live
t oget her.

pensi oner rebate

- has the sane neaning as appears in
subsecti on1l60AAA(2) and for the follow ng years
i s;

1990/ 91 1991/ 92 1992/93

Single rate 912 932
972

Partnered rate 599
618 654

Partnered rate (Separated by illness) 859
880 920

pensi oner threshol d

- nmeans the maxi num taxabl e i ncone at which the
pensioner is entitled to the full rebate. That
I's, the rebate reduces by 12.5 cents for each
dol I ar of additional taxable inconme when the

t axabl e i ncone exceeds those thresholds. The
thresholds for the followi ng years are

1990/ 91 1991/92 1992/ 93

Single rate 9, 699 10, 060
10, 260
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Partnered rate 8,172
8, 490 8,670

Partnered rate (Separated by illness) 9,441
9,800 10, 000.

exenpt pension incone

- means a Social Security or Veteran's
Entitlement pension which is not normally
subj ect to tax and includes anongst ot her
pensi ons;

(a) an invalid pension and equi val ent
service pension paid to a man | ess than
65 years of age or a woman | ess than 60
years of age;

(b) a carer's pension and carer's service
pensi on where both the carer and the
pensi oner being cared for is either a
woman | ess than 60 years of age or a man
| ess than 65 years of age; and

(c) a partner's pension where it is paid
to the partner of an invalid pensioner
(it ncluding a service pension) to a wonman
| ess than 60 years of age and a man | ess
than 65 years of age

Note: This list is not exhaustive.

noti onal taxable incone

- means the sum of the taxable inconme plus any
exenpt pension incone.

rebat abl e benefit

- has the sanme neaning as appears in subsection
160AAA( 1)

beneficiary rebate

- has the sanme neaning as appears in subsection
160AAA( 3)

Exanpl es

Exanpl e 1.
11. The year is the 1991/92 year.
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M and M's Young are both pensioners in receipt
of rebatable partnered rate pensions.

M Young's Taxable Incone is $6, 900.
Ms Young's Taxabl e Incone is $14, 000.

Nei ther M nor Ms Young are in receipt of
exenpt pension incone.

The maxi mum pensi oner rebate available to M
Young is $618.

The tax cal cul ated on his taxable i ncone of
$6, 900 i s $300.

How to cal cul ate the unused portion of the
rebate to be transferred to M Young's partner.

The unused portion of the pensioner rebate is
the difference between

t he maxi mum avail abl e partnered pension rebate
and the tax

calculated on the taxable i ncone or notional
t axabl e i ncone.

In M Young's case because he receives no
exenpt incone it is the difference between $618
and $300 which is $318.

How t o cal cul ate the pensioner rebate for Ms
Young.

M's Young's maxi mum adj usted rebate is
t he partnered pensioner rebate
pl us

t he unused portion of the pensioner rebate
transferred from M Young.

That is, $618 plus $318, which is $936

How t o cal cul ate the adjusted pensioner
threshold for Ms Young.

M's Young's adjusted pensioner threshold is

the tax free threshold $5, 400
pl us

t he maxi mum adj ust ed rebate divided $936
by the | owest marginal tax rate. . 20

$4, 680
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That i s,
$10, 080

The rebate to which Ms Young is now entitled
tois

t he maxi mum adj usted rebate $936
| ess
the difference between

t he taxabl e i ncone and $14, 000

t he adj usted pensioner threshold $10, 080
all divided by 8. $3, 920 $490
That is,
$446
Exanpl e 2.

The year is the 1991/92 year.

M and Ms COddfell ow are both pensioners in
recei pt of rebatable partnered rate pensions.

M Oddfellow s Taxable Incone is $6, 900.
Ms Qddfell ow s Taxable Incone is $9, 000.

M Oddfellowis also in receipt of an exenpt
pensi on of $1, 000.

The maxi mum pensi oner rebate available to M
Qddfel low is $618.

The tax cal cul ated on his notional taxable
i ncone of $6,900 plus $1,000 is $500.

How t o cal cul ate the unused portion of the
rebate to be transferred to M Cddfell ow s
part ner.

The unused portion of the pensioner rebate is
the difference between

t he maxi num avail abl e partnered pension rebate
and

the tax cal cul ated on the taxable i ncone or
noti onal taxable incone.

In M Oddfell ow s case because he receives an
exenpt pension it is the difference between
$618 and $500 which is $118.

How to cal cul ate the pensioner rebate for Ms
Qddf el | ow.
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Ms Oddfell ow s maxi num adj usted rebate is
the partnered pensioner rebate
pl us

t he unused portion of the pensioner rebate
transferred from M Oddfell ow

That is $618 plus $118, which is $736

How t o cal cul ate the adjusted pensioner
threshold for Ms Qddfel | ow.

Ms Oddfell ow s adjusted pensioner threshold is

the tax free threshold $5, 400
pl us
t he maxi mum adj ust ed rebate divided $736
by the | owest marginal tax rate. . 20
$3, 680
That is,
$9, 080

The rebate to which Ms ddfellow i s now
entitled to is

t he maxi mum adj ust ed rebate $736
| ess
the difference between

the taxable incone, and  $9, 000
t he adj usted pensioner threshold $9, 080
all divided by 8. - $80 Ni

That is
$736

As Ms Oddfellow s taxable incone is | ess than
t he adjusted pensioner threshold no adjustnent
IS necessary to the maxi num adj usted rebate.

Because the tax cal cul ated on her taxable
income is |less than the rebate avail able no tax
wi |l be payable nor is any refund due.

Exanpl e 3.
The year is the 1991/92 year.

M Single and Ms Al one are both pensioners in
recei pt of rebatable partnered rate pensions.

M Single's Taxabl e Incone is $5, 000.
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Ms Al one's Taxable Incone is $11, 580.

Neither M Single nor Ms Alone are in receipt
of an exenpt pension.

The maxi mum pensi oner rebate available to M
Single is $618.

The tax cal cul ated on his taxable incone is
nil.

How t o cal cul ate the unused portion of the
rebate to be transferred to M Single's
part ner.

The unused portion of the pensioner rebate is
the difference between

t he maxi mum avail abl e partnered pension rebate
and

the tax cal cul ated on the taxabl e i ncone or
noti onal taxable incone.

In M Single' s case because he receives no
exenpt incone it is the difference between $618
and 0 which is $618.

How t o cal cul ate the pensioner rebate for M
Al one.

Ms Al one's maxi num adj usted rebate is
t he partnered pensioner rebate
pl us

t he unused portion of the pensioner rebate
transferred from M Al one.

That is, $618 plus $618, which is $1, 236

How t o cal cul ate the adjusted pensi oner
threshold for Ms Al one.

Ms Al one's adjusted pensioner threshold is

the tax free threshold $5, 400
pl us
t he maxi mum adj ust ed rebate divided $1, 236
by the | owest marginal tax rate. . 20
$6, 180
That is,
$11, 580

The rebate to which Ms Alone is now entitled to
is
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t he maxi mum adj ust ed rebate $1, 236
| ess

the difference between
the taxable incone, and  $11, 580
t he adj usted pensioner threshold, $11, 580
all divided by 8. Ni | Ni

That is
$1, 236

As Ms Alone's taxable incone is equal to the
adj usted pensioner threshold no adjustnent is
necessary to the maxi num adj usted rebate.

Because the tax cal cul ated on her taxable
I nconme is equal to the rebate avail able no tax
wi || be payable nor is any refund due.

Conmm ssi oner of Taxation
2 Novenber 1993

| SSN 1039 - 0731 FAO index detail
r ef erence nunber
ATO ref erences

NO subj ect references
BO UMX0045 - adj usted pensioner
t hreshol d
Not previously released to - maxi mum adj ust ed rebate
the public in draft form - notional taxable incone
- partnered pensioner
Price $0.90 rebate

- pensioner rebate
- pensioner threshold
- rebate

| egi slative references
- | TAA 160AAA

case references
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