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THE SECRETARY 


Mr Elton Humphery

Secretary

Legislation Committee

Community Affairs

Australian Senate

Parliament House

CANBERRA  ACT  2600

Dear Mr Humphery

Community Affairs Legislation Committee inquiry into the Social Security and Veterans’ Entitlements Legislation Amendment (Miscellaneous Matters) Bill 2000
I refer to your letter of 13 April 2000 inviting the Department of Family and Community Services to provide a submission to Committee inquiry into the impact of the legislation in regard to common international portability rules for the Department’s recipients of pensions and allowances.

A copy of Department’s submission is attached for the Committee's consideration.

Yours sincerely

David Rosalky

Submission to the Community Affairs Legislation Committee on Social Security and Veterans’ Entitlement Legislation Amendment (Miscellaneous Matters) Bill 2000:  Common International Portability Rules
The Social Security and Veterans' Entitlements Legislation Amendment (Miscellaneous Matters) Bill 2000 has been referred to the Community Affairs Legislation Committee to examine the impact of the proposed common international portability rules for the Department of Family and Community Services' pension and allowance recipients.  

The proposed legislation aims to simplify current portability rules with a view to streamlining their administration and providing better service to social security customers.  It also extends the portability period of the majority of social security payments.

This submission is in three parts.  The first part discusses some difficulties of the current portability rules.  The second part overviews the major legislative amendments.  The third part discusses the impact of the proposed changes on social security customers.

Difficulties with the Current Portability Rules

The current portability rules have developed in a piecemeal way since 1972.  As a result, the rules have become inconsistent and inequitable in their application.  They are guided from different parts of the social security law and are disadvantageous to many social security customers.  The rules have also become unnecessarily complicated and prone to errors in administration.   

The major difficulties are caused by the following inconsistencies:

· not all social security payments are portable and those that are portable can be paid for nine  different periods;

· the legislation does not recognise that pension and allowance recipients absent from Australia for short periods of time may continue to incur expenses for which continued income support is required.  For example, rent assistance, pharmaceutical allowance and telephone allowance are currently not paid for any period of overseas absence, regardless of the customer's ongoing commitments in these respects;

· the portability period cannot be extended even if the circumstances preventing return to Australia were beyond the person's control; 

· former residents can return to Australia, claim a social security payment and continue to be paid when they again depart overseas after only 12 months in Australia.  This is particularly undesirable because the Australian system is residence based where one of the crucial qualification criteria for granting a payment is that a person is an Australian resident and actually resides in Australia;

· departure certificate requirements represent unnecessary red tape, are labour intensive and are generally burdensome to customers; and

· the number and complexity of old savings provisions and unused provisions in the social security law obstruct the decision making process, result in incorrect decisions and, consequently, adversely affect the customers.

Major Legislative Amendments

The proposed legislative amendments concentrate on addressing the above difficulties by:

· standardising the short-term portability period to 26 weeks across all payments, subject to continuing qualifications (schedule 1 part 1 clause 111);

· standardising the application of proportional portability to absences for periods longer than 26 weeks (schedule 1 part 1 clauses 121-122);

· repealing the departure certificate legislation (schedule 1 part 1 clause 112);

· providing discretionary powers to extend the portability period under specified conditions (schedule 1 part 1 clause 111);

· extending the non-portability period for former residents to two years (schedule 1 part 1 clauses 114-120);

· removing savings provisions created to preserve customers' non-proportional rate prior to the 1985 introduction of proportionality and 1991 changes to the portability rules of Disability Support Pensions.  The 1985 savings provision outlived its purpose and, in the context of the proposed simplified portability rules, the 1991 savings provision is  inequitable;

· repealing special need pensions which were created to allow people who were overseas before the introduction of portability rules in 1973 to claim social security payments; and

· removing specified foreign country provisions that have never been used and no specified foreign country is listed in the Social Security Act (schedule 1 part 1 clauses 57).

Impact of the Proposed Changes on Social Security Recipients

Standardisation and simplification of portability rules will have a very positive impact on the majority of pension and allowance recipients who travel overseas:

· Extended portability of many payments and introduction of portability of ancillary payments such as pharmaceutical allowance, telephone allowance and rent assistance will benefit more than 90,000 customers who travel overseas for less than 26 weeks.

· Extension of the portability period under strictly defined conditions will reduce the risk that customers overseas in need who could not return due to reasons beyond their control would be left without income support. 

· Abolition of departure certificates provisions will significantly reduce red tape, make the notification procedure more straightforward and, thus, make compliance with the legislation easier for tens of thousands of customers who travel overseas every year.

All customers who are paid under current portability rules will continue to be paid under these rules until they return to Australia for a period longer than 26 weeks. 

Any limit on the portability period necessarily means that there are always customers who wish to travel for longer periods.  The same happens at present with the current limits in portability periods.  The new rules will introduce more consistency, equity and administrative efficiency but they will not change the fact that most pensions and allowances are portable for short-term absences only.

· Shortening of the portability period from 1 year to 26 weeks for Disability Support Pension, Wife Pension and Widow B Pension is estimated to reduce the entitlement to less than 300 (non-severely disabled) Disability Support pensioners and less than 100 of Wife and Widow B pensioners who may wish to travel and stay overseas for longer than 26 weeks. Wife and Widow B pensions are no longer granted and the number of potentially affected customers will diminish over coming years.  Also, the vast majority of Disability Support Pension recipients are travelling for periods shorter than 26 weeks (more than 80 per cent).

· Shortening the non-proportionalised period from 1 year to 26 weeks for long term portability of Age Pension and Disability Support Pension for severely disabled persons is estimated to affect the entitlements of around 1,000 Age pensioners and less than 20 recipients of Disability Support Pension who may decide to go overseas for longer than 26 weeks.  The vast majority (around 95 per cent) of Disability Support pensioners (severely disabled) are not subject to the proportional rule because the qualifying event has occurred while the person was an Australian resident.  Also, nearly all Age pensioners (98 per cent) have more than 25 years of Australian residence and are not subject to the proportionalisation rule.  Those persons who are affected by the rule have accumulated residence in other countries and are therefore likely to be eligible for pensions from those countries.

· The increase in the non-portability period for former residents can potentially affect a negligible number of customers (around 10 customers a year).  This amendment is in line with the general philosophy of the Australian social security system which is based on residence and needs.  It will strengthen the residence qualification criterion and improve the integrity of the system.

It should be noted that, while there may be adverse effects for these people, they will also benefit for the first 26 weeks of overseas stay through the availability of ancillary payments, such as rent assistance and pharmaceutical benefit, which they are presently unable to receive.

Currently more than 85 per cent of customers who travel overseas return within 26 weeks.  Only 10 per cent of customers who temporarily travel overseas stay longer than 26 weeks.  The 26-week period has also been identified by more than 80 per cent of the respondents to the survey commissioned by the Department of Family and Community Services as the longest period for a short-term overseas travel.   This supports the argument that any standard portability period longer than 26 weeks would not be cost-effective to implement and would have only a marginal beneficial effect.  In addition, a standard portability period longer than 26 weeks would be inconsistent with a residence based Australian welfare system that provides a safety net to people who actually reside in Australia.

Conclusion

The changes to the social security legislation that affect the rules for the portability of payments will greatly simplify existing arrangements and benefit around 90,000 recipients.  The small number of adversely affected recipients will, however, gain access to ancillary payments such as rent assistance and pharmaceutical allowance for the first 26 weeks of their overseas stay.  Those customers who are already overseas will not be affected by the change in the portability rules. 
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