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Publications by the licensee

The licensee may publish written reports analysing the results of any
use by the licensee of this software pursuant to the NATSEM
Licence Agreement, provided that each such report contains the
following notice:

This analysis is based on NATSEM’s STINMOD/06B Model. The
assumptions and calculations underlying the simulation results were
prepared by ... (include licensee’s name) and
the responsibility for the use and interpretation of this data is entirely
that of the author(s).

The licensee may make oral statements to the media or otherwise,
analysing the results of any use by the licensee of the software,
pursuant to the NATSEM Licence Agreement, provided that the
licensee shall use its best efforts to ensure that each statement include
a notice incorporating in all material aspects the contents of the
notice for written reports set out in the preceding paragraph.
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Liability of supplier

Your attention is drawn to the Licence Agreement between the
National Centre for Social and Economic Modelling NATSEM) of
the University of Canberra and the licensee relating to the use of this
software.

NATSEM will not be liable to the licensee in respect of any loss ot
damage (including consequential loss or damage), however caused,
that may be suffered or incurred or that may arise directly or
indirectly in respect of the supply of goods or services pursuant to
this agreement or the failure or omission on the part of NATSEM to
comply with its obligations under this agreement.

This provision extends to the software and documentation provided
to the licensee pursuant to the NATSEM Licence Agreement and any
other documentation provided in connection with the software and
information or advice given in connection with the software at the
time of supply or subsequently.
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What is SAS?

SAS® is a short name for the software that drives STINMOD. Its
real name is the SAS System, and it is the world’s leading information
delivery system. SAS offers comprehensive solutions designed to
address business challenges across key facets of an organisation,
software that targets and solves industry-specific problems, and an
integrated suite of modular products designed to meet a range of
focused information needs.

The functionality of SAS products is built around the four data-
driven tasks that are crucial to every successful business intelligence
application — data access, data management, data analysis and data
presentation. As your needs grow and change within these areas, you
can license additional components and expect that they will be
completely integrated across the wide range of solutions from SAS.

SAS Software is developed and supported by SAS Institute Inc., the
world’s largest privately held software company. Since its
incorporation in 1976, SAS Institute has consistently led the major
software vendors in the proportion of revenue reinvested in research
(25 per cent in 2001, more than twice the industry average among the
50 largest softwate vendors). SAS Institute has about 9000 employees
wortldwide, based mostly at its headquarters in Cary, North Carolina.
SAS Australia & New Zealand has over 150 employees, working in
offices in Sydney, Canberra, Melbourne, Perth, Adelaide, Brisbane,
Auckland and Wellington.

SAS is the market leader in providing a new generation of business
intelligence software and services that create true enterprise
intelligence. SAS solutions are used at more than 39 000 sites —
including 90 per cent of the Fortune 500 — to develop more
profitable relationships with customers and suppliers; to enable
better, more accurate and informed decisions; and to drive
organisations forward. SAS is the only vendor that completely
integrates leading data warchousing, analytics and traditional BI
applications to create intelligence from massive amounts of data.
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For more than 25 years, SAS has been giving customers around the
wortld The Power to Know®. You can find more at the SAS website
<www.sas.com>.

If you would like to find out more about the SAS System and what it

can do for you, contact SAS Australian offices in:

Sydney 4061 2 9428 0428 Canberra  +61 2 6268 6666
Adelaide +61 8 8233 5851 Melbourne +61 3 9864 8222
Brisbane +61 7 3233 3333 Perth +61 8 9226 4088

SAS and all other SAS Institute Inc. product or service names are registered
trademarks or trademarks of SAS Institute Inc. in the USA and other
countries. ® indicates USA registration. Other brand and product names are
trademarks of their respective companies.

Copyright © 2006 SAS Institute Inc. Cary, NC, USA. All rights reserved.
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Overview

Welcome to STINMOD/06B, NATSEM’s static microsimulation
model. STINMOD/06B is a uset-friendly computer program that
allows you to undertake policy analysis without needing to understand
computer programming.

Outline of this guide

Part 1 of this user guide provides an overview of microsimulation
models and STINMOD/06B.

Part 2 tells you about conventions used in this guide and how to

install STINMOD/06B on your PC.

Part 3 describes the menu options within STINMOD/06B and shows
you how to use the distributional model and the effective tax rates
(ETR) or hypothetical model by running through a ‘flat tax’ simulation.
It also shows you how to undertake your own analysis of the
STINMOD/06B outcome files.

Part 4 describes the major government programs included within
STINMOD/06B.
There are also seven appendixes.

*  Appendix A shows each of the parameter screens used within

STINMOD/06B.

*  Appendix B lists the hypothetical family types included within
STINMOD/06B.

* Appendix C contains a glossary of terms to explain abbreviations
used in the ETR model.

*  Appendix D describes the components of the Incomes Report in

the ETR model.
* Appendix E provides a glossary of abbreviations.

* Appendix F lists the taxable and non-taxable social security

payments.

* Appendix G lists government department contact details.
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Overview

About NATSEM

The National Centre for Social and Economic Modelling (NATSEM)
was established at the University of Canberra on 1 January 1993.
NATSEM has an international reputation as a centre of excellence
for analysing microdata and constructing microsimulation models.

NATSEM aims to be a key contributor to social and economic policy
debate and analysis by developing models of the highest quality,
undertaking independent and impartial research, and supplying
valued consultancy setrvices.

The models developed by NATSEM are used by government
departments, the business sector, academics, welfare groups, special
interest groups and students.

Funding for STINMOD maintenance and development comes from
the federal departments of Family and Community Services,
Education, Science and Training, Employment and Workplace
Relations, and the Treasury. NATSEM suppotts its other activities
through research grants and consultancy income.

For more information about NATSEM, go to its website
<www.natsem.canberra.edu.au>.

What are microsimulation models?

Microsimulation models are computer programs that, among other
applications, replicate the rules of government revenue and
expenditure programs. These rules can then be applied to population
samples contained in microdata files and/or to files of hypothetical
families. Microdata files typically contain substantial demographic,
labour force, housing and financial detail about individuals.

Microsimulation models are sophisticated and powerful tools that can
be used, for example, to produce detailed analyses of the disttibutional
impacts of policy changes.
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In microsimulation models, everything happens to individuals. Any
estimates of the overall impact of an actual or simulated policy
change on the whole population, or particular segments of the
population, are achieved by simply adding together the effects on the
individuals within that group.

What is STINMOD/O6B?

STINMOD is a user-friendly static microsimulation model developed
and maintained at NATSEM. Static microsimulation models are able
to provide a picture of what Australia is like now and what it will

look like the day after a policy change.

STINMOD/06B is the eleventh user-friendly version of STINMOD.
It allows users, within a ‘point and click’ format, to select policy
changes and to:

* run a distributional model for analysing (at state or national level)
policy outcomes, including numbers of winners and losers and
aggregate program costs,

* run a hypothetical model (referred to as the effective tax rates or
ETR model), which details changes in ETRs and produces results
under cutrent and/or new policy for up to five hypothetical
family types at a time, and

* specify their own tables to analyse the STINMOD outcome files.

STINMOD/06B allows usets to change the Department of Family,
Community Services and Indigenous Affairs (FaCSIA) cash transfers,
veterans’ cash transfers, income taxes and the Medicare levy and to
analyse the outcomes. In the ETR model, users can also change
childcare subsidies and Higher Education Contribution Scheme
(HECS) repayments and analyse the outcomes.
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What is a hypothetical ETR model?

An ETR model can be used to examine the impacts of federal
government cash transfer programs and income tax policy on
families as their incomes increase. This sort of model is useful for
examining the effect of a change in employment status (going from
not working to working), an increase in the number of hours worked
(for example, going from part-time to full-time employment) or an

increase in wages.

An effective tax rate is a measure of the proportion of income that is
lost to income tax and means tests when a family’s private income
increases. For example, if a family’s ETR is 60 per cent, the family is
better off by 40 per cent of the increase in their private income.

An effective marginal tax rate is the ETR on the next dollar of
private income. An effective average tax rate is the ETR over a larger
range of private income.

The ETR model in STINMOD/06B produces estimates of changes
in ETRs for a family as the income of individuals in the family (that

is, family income) increases.

The model produces detailed reports of each family’s ETRs and
disposable incomes as their income increases. A family’s disposable
income is defined as the sum of the private incomes of individuals in
the family plus any transfer income they receive less their total
income tax paid (net of any tax offsets).

STINMOD/06B User Guide



Overview

The scope of STINMOD/0O6B

STINMOD/06B is a general-purpose static microsimulation model
that allows users to analyse the impact of possible policy changes. As

a general-purpose model it is able to:

* simulate changes to a wide variety of federal government

expenditure and revenue programs

* provide detailed analysis of the interactions of such changes

across different government programs
* provide indicative program costings and overall costings

* demonstrate the impact, in terms of winners and losers, of a
proposed change on Australian families

* calculate ETRs and the points at which changes in ETRs occur
for hypothetical family types, and

* provide summary information on the components of family

disposable income at every change in the effective tax rate.

STINMOD/06B is, howevert, only a model of the world. Like all
models it has limitations, some of which are outlined below.

Purpose

STINMOD/06B has been designed to produce aggregate costings
and to assess the distributional impact of a broad range of
government programs. It is able to capture the interaction of
different government programs in a way that is otherwise not
possible. However, being a general-purpose model based on sample
survey data, it cannot provide exact costings or results for any single
government program. To do this, a special-purpose microsimulation
model, benchmarked to the relevant administrative data and designed
to provide very good costings for a particular government program,
is required.

To give an indication of the likely magnitude of error,
STINMOD/06B includes a set of benchmarks which compare the
outcomes produced by STINMOD/06B ptior to the introduction of
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any policy change with equivalent administrative data. These figures
should be used to give an indication of where, and to what extent,
STINMOD/06B’s results can be expected to vary from other
available sources.

STINMOD/06B’s results should not be used to replace any costings
based on administrative data (especially for federal budget costings).
They should be used as an adjunct to existing costing systems.

Currency

In STINMOD/06B users are able to choose a financial year in which
to undertake policy analysis. STINMOD /06B has a starting point
representative of the 2006-07 financial year with the option to choose
other years out to 2011-12.

For each of these years, STINMOD/06B contains a base dataset that
reflects projected characteristics of the population in terms of
demographics and income level at that point in time. The base
datasets are created by applying static ageing techniques to the
original ABS sutvey data. (The sutvey data used in STINMOD/06B
are described below.) For more information on the base file creation
process, contact NATSEM.

Most government program parameters (such as rates of payments
and income test thresholds) are subject to indexation provisions
whereby their levels are changed according to movements in the
consumer price index (CPI) or average weekly earnings (AWE).
There are generally several indexation points in a calendar year.

Using projections of the CPI and AWE, these indexation provisions
have been applied to produce projections of the parameters for each
of the model years. Average payment rates have then been calculated
for each financial year for use in the model.

Every time a new financial year for analysis is selected, the base
population file and projected parameters are loaded into STINMOD
and outcomes for all subsequent simulations are compared with the
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baseline outcomes for that year. An example using this ‘outyears’
facility is described in the case study for the distributional model in
part 3 ‘Operating instructions’ of this user guide.

Some improvements have been made in the presentation of the
simulation results in STINMOD/06B. These include the outputting
of detailed simulation results in html format, which users can open in
Excel; a few additional variables in the income tables; and a better
format for printing the income tables.

Survey data

The base survey data used by STINMOD/06B come from the
Surveys of Income and Housing Costs (SIHC) for 2002-03 and
Survey of Income and Housing 2003-04. These are microdata files
produced by the Australian Bureau of Statistics (ABS). The SIHC
covers a sample of the population living in private dwellings.

The data used for this version of STINMOD do not include people
who reside in non-private dwellings (such as homes for the aged and
disabled, boarding schools, halls of residence, hotels, motels and
boarding houses). In the most recent, the 2001, census, residents of
non-private dwellings accounted for 3.2 per cent of the Australian
population. However, it should be noted that in the static ageing
process, we adjust the sample weights so that they represent the
whole population, not just those people living in private dwellings.

All surveys suffer from sampling and non-sampling errors and, as a
result, the pictute they draw of the characteristics of the Australian

population inevitably contains some distortions. These will be most
apparent for the smaller and rarer sub-populations, which are often
the most difficult to sample accurately.

Government programs

Government programs are complex. Modelling all of this complexity
is impossible with the limited information provided by sample
surveys, such as the SIHC. Consequently, some elements of
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patticular programs have not been included in STINMOD/06B. For
example, of the FaCSIA programs, Multiple Birth Allowance,
Bereavement Allowance, Double Orphan Pension, Assistance for
Isolated Children Scheme, Mobility Allowance, Widow B Pension,
Carer Allowance, Remote Area Allowance and ABSTUDY are not
modelled. Other omissions are noted in the explanatory notes on
each of the model’s entitlement modules in part 4 ‘Government
programs’ of this user guide section of this user guide.

Structure

While the interface version of STINMOD contains an easy-to-use
‘point and click’ facility, the policy changes that can be made through
the interface are somewhat restricted. Generally, it is possible to
model only changes that can be captured by varying one or more of
the program parameter settings of current policy. The exceptions to
this are the pension income test (where a second step can be
specified), income tax (where up to 10 steps can be defined) and an
option for making selected cash transfers universal (no income test
applied). In the ETR model, it is also possible to decrease the
number of income thresholds for HECS repayments.

If a user wants to use STINMOD to analyse the effect of anything
more complicated than this, it is usually not possible with the
interface version of the model. Thus for any structural changes, such
as the implementation of a new program or a change in the eligibility
criteria for an existing payment, the source code that underlies the
interface model needs to be amended.

The source code is now available to all interested STINMOD clients
subject to Commonwealth approval. We would be pleased to hear
from anyone interested in accessing the STINMOD source code.
Please contact user support at NATSEM on (02) 6201 2790 for
further information.
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Getting started

Conventions used in this guide

To help you locate and identify information easily, this guide uses
visual cues and standard text formats. Bold is used for command
names, switches, and text you must type or click exactly as it appears.

Italic is used for emphasis.

STINMOD/06B User Guide 13
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System requirements:
PC environment

Software requirements

Operating system
Microsoft Windows 2000 or later.

Software

If you already have SAS for Windows installed, it must be version
9.0. Microsoft Excel 2000 and Microsoft Word 2000 or later versions
are desirable.

Hardware requirements

Machines supported
IBM compatible PCs - Pentium III minimum, although we

recommend a faster computer if possible.

Memory requirements
Minimum 256 megabytes of RAM for Windows 2000 and above.

Screen resolution
The minimum screen resolution required is 800 x 600 dpi.

Mouse
Essential.
Hard disk requirements

The ABS data requires up to 130 megabytes. The main
STINMOD/06B files require up to 60 megabytes. If you need SAS
for STINMOD, an additional 50 megabytes of disk space is required.
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Getting started

Installing STINMOD/0O6B

This section desctibes the steps for installing STINMOD/06B on a
PC running Windows 2000.

Previous versions of STINMOD

If you have a previous version of STINMOD installed on your
computer it is not necessary for you to remove it before installing
STINMOD/06B. You will, however, need to specify a different
directory for installation of STINMOD/06B in step 4.

If you have a previous version of STINMOD that uses the SAS for
STINMOD version of SAS, you will need to remove SAS before
installing STINMOD/06B. The STINMOD installation program will
install 2 new version of SAS for STINMOD. You can delete the old
version of SAS for STINMOD by using Add/Remove Programs in the
Control Panel (click on Start, select Settings and then Control Panel).

Remove SAS only if you ate running a SAS for STINMOD version
of SAS. If you are unsutre which version of SAS is installed on your
computer you should first consult with your network administrator
or contact NATSEM for assistance.

Step 1: Start the install program
1 Start Windows as usual.

2 Itis recommended that you exit from all Windows applications
prior to running the STINMOD setup program.

3 Insert the STINMOD installation CD into your PC.
4 Click on the Start button and choose the Run menu item.

5 Type D:\diskl\setup.exe where D is assumed to be the drive letter
for the CD drive on your computer. Alternatively, open window
explorer; then go to directory of diskl and double click on
setup.exe.

STINMOD/06B User Guide 15
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Step 2: Searching for SAS on your system

The setup program will now search to see whether SAS is on your
system. If SAS is detected on your system, the setup program will
confirm its location. You can then go on to step 4.

If, after searching your local and network drives, the setup program
cannot find SAS it will check whether you want to specify the
location of SAS. If you don’t have SAS and you didn’t purchase a
SAS for STINMOD licence, the setup program will exit and the
installation will be aborted. Contact NATSEM if this happens.

If you do have a SAS for STINMOD licence you will get the message
shown below. Click on Yes to install SAS on your system.

TS

SAS or a current werzion of SAS for STINMOD, was not found on
vour system. STINMOD reguires SAS, Do you swant to install
SAS on your system?

Yes Mo
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Step 3: Install SAS on your system
If you already have SAS, go on to step 4.

If you purchased a SAS for STINMOD licence, the setup program
will now prompt you to install SAS for STINMOD.

The setup program will prompt you for a directory on which to install
SAS for STINMOD. Choose the directory that you want to install it
on. The default directory is C:\Program Files\SAS for STINMOD 06B.

Once you have chosen a directory, the setup program will install SAS.

Choose Destination Location

Select folder where Setup will install files.

Setup will install SAS for STINMOD OB in the following folder.

Tainztall to this folder, click Mext. To install to a different folder, click Browse and select
another falder.

C:%Program FileshSAS for STINMOD OB Browse... |

IrstallShield

"Destination Folder

< Back | Mest > I Cancel |
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Step 4: Verify where to put STINMOD/06B

The installation program will now prompt you for the drive and
directory in which you will put the main STINMOD/06B files. The
default directory is C:\Program Files\STINMOD 06B.

Accept the default by clicking on Next or select Browse to choose
another directory.

STINMOD Setup x|

Choose destination location for main STINMOD /0GB files

Setup will install main STINMOD /0EE filez in the following folder.

To inztall b this folder, click Mext. Toinstall to a different folder, click Browse and select
aniather falder.

C:A\Program Files\STINMOD OB Browse... |

|metallShield

" Destination Falder

< Back | et > I Cancel |
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Step 5: Choose where to put ABS data

The installation program will now prompt you for the drive and
directory in which you will put the confidential ABS data that
underlies STINMOD. The default directory is C:\Program
Files\STINMOD 06B. However, this folder should only be available to
authorised users of the ABS data, so you would normally choose a
different folder to the one you specified in the previous step.

Select Browse to choose another directory or accept the default by
clicking on Next. We have chosen to put the data in M:\abs data.

STINMOD Setup

Choose destination location for confidential ABS data

Setup will inztall confidential ABS data in the following folder.

Toinztall to thiz folder, click Mext. Toinstall to & different folder, click Browse and zelect
anather falder.

MOTE: Thiz folder should only be accessible to authorized users of the AES data, so it
should normally be a different folder than the one you specified in the previous step.

C:\Program FileshSTINMOD OBR Browse... |

| etallShield

" Deztination Folder

< Back | Mt I Cancel |
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Step 6: Choose where to put temporary files

The installation program will now prompt you for the drive and
directory in which you will put files created during simulation. The
default directory is C:\Temp. For STINMOD to work correctly, the
end user needs to have read-write access to this folder.

Accept the default by clicking on Next or select Browse to choose
another directory.

STINMOD Setup

Choose destination location for temporary files

STIMMOD will uze the following folder to gtore files created during simulation.

To zpecify this folder, click Nest. To specify a different folder, click Browse and select
another folder.

MWOTE: For STIMMOD to wark comectly, the end user needs to have read-wiite access to
thiz folder.

CATemp Browse... |

|metallzheld

" Destination Folder

< Back | Mext = I Cancel |
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Step 7: Installation complete

If the installation is successful, you will get a message that the start-
up file was successfully configured. At the end of the installation you

will get the following message:

STINMOD Setup

InstallShield Wizard Complete

Setup has finished installing STINMOD 0GR on pour computer,

< Back | Finigh I Cancel

You can run STINMOD/06B by using the Start button and selecting
NATSEM from the Programs menu.

STINMOD/06B User Guide 21
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Operating instructions

Starting STINMOD/06B

To start the model, use the Start button and select NATSEM from the
Programs menu. You will see the main menu screen as shown below
with the menu bar and the mouse pointer, which allows you to
choose menu options (For some users, this main menu window and
other working windows may look slightly different due to the
difference in the computer setting or the version of SAS they use).

=l0lx
EFHe Parameters Models Output  Options  Window Help - 5'|5|
| I Ali=menlmn- DBulz0e |

Naticnal Centre for Social
© Commonwealth

RELERSE o
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*Z, SAS - [STINMOD] I [
il Fie Parameters Models Output Options window Help =1 %I

I

Open saved parameters...

Delete saved parametsrs, .
Sawe current parameters. ..
Print setup, ..

Exit

Main menu bar functions

Click on File and select Open saved parameters to restotre the
parameter values of a policy change that you have previously saved.

Select Delete saved parameters to delete a policy change that you have
previously saved. Note: You will lose this policy change permanently.

Select Save current parameters to save the parameter values of your
currently specified policy change.

Select Print Setup... to define your printer and print details.

Select Exit to close STINMOD/06B.

EEETEEEE N LY

Exit

0GB

RELER ST

National Centre for Social

[

©® Commonwealth

26
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Operating instructions

Click on Parameters and select the desired parameter screen(s) to

view and change parameter values for your simulation run.

Select Make universal to make selected payments universal (that is,

free of any income tests).

Select View current parameter changes to see the parameter changes

that are currently in effect.

Select Global refresh of parameters to reset all parameters to their

original values.

gl File | Parameters Modsls OLbput Options  Window  Help

1=
NETE

w Bl SR BE | HBEUx0&

Natienal Centre for Social

J v |_ Family and Community Services »
| Medicare, .,
Tax 3
Veteran's Affairs
child Care: 3
Make universal
View current parameter changes. .,
Global refresh of parameters...
==
w
fan)
[ ]
A
b — =
[
—
[ )

® Commonwealth
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Click on Models when you have made your parameter changes and
you want to run cither the Distributional model or the Effective tax

rates model.
=lolx|
[l File Parameters | Models Outpub  Options Window  Help == x|
J v Distributional madel. .. p ] ‘ & [ ‘ 5 B o | ey @Jl 0O &
[ ————— !

Effective tax rates model. ..

[

National Centre for Social
@ Commonwealth

RELERSE o
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Click on Output and select Distributional/portfolio outcomes to view the

outcomes for your most recently run distributional simulation.

Select Hypothetical outcomes to view the outcomes for your most

recently run hypothetical simulation.

Select View parameters to view the parameter changes that defined
your most recently run simulation for either the distributional or the
ETR model.

Select Table generation to create your own tables from the

STINMOD/06B outcomes files.

=
B Fie Parameters Models | Qutput Options Window  Help =la x|
J v Ditrbutiondjporfoiouteomes.. |3 | B DB 0@
[ —— Hypothetical oukcomes. ..
Wies parameters,
Table: generation...
[an]
w
(e}
[S=
S,
<=
[ -
—
i
Naticnal Centre for Social
= © Commonwealth
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Operating instructions

Click on Options and select Set winner/loser threshold to define the
threshold that defines a family as a winner or loser.

Choose Select year for model run (for example, 2006-07 through to
2011-12) to determine the financial yeatr for which you wish to tun

the model.
-laix]
EFHB Parameters Models Qutput | Options Window Help =151 %]
| ] Set winner floser threshold la Y e
[

Selact year For mods| run

National Centre for Social
© Commonwealth

RELEAS T w
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Operating instructions

Click on Help to receive online information about STINMOD, SAS
software, details of the licence agreement and the benchmark results

for STINMOD/06B.
TE
[l e Parameters Modsls Output Options Window | Help =18 x]
| T j“D 5 About STINMOD... “g@” 20 &
About SAS... [
Lisbility of supplier. ..
Publications by the licensee...
Benchmark results...
aa]
(]
<
[ ==
Sy,
h = =
="
—l
L=
National Centre for Social
=t © Commonwealth

STINMOD/06B User Guide 31



Operating instructions

Error and warning messages

When you make changes to screens, you may encounter error ot
warning messages.

Error messages tell you that a parameter value is invalid and gives the
valid range for those parameters.

Warning messages inform you about links that exist between
parameters and suggest that you might like to maintain that link.

The following is an example of an error message. If you change the
value of the Reduction for Excess Income Step 1 from 0.50 to 8.50
in the parameter screen (for Singles aged 21 or older, among
Standard Recipients), an error message will pop up.

Thiz value must not be less than 0 or greater than 1
fil lowance Parameters (fortnightly rates) - fidult Personal

Year 2006-07 average parameters

Fami 1y Income Income Base Pharm. Reduction for
Structure limit limit Allow. Allow. Excess Income
Step 1 Step 2

§ § $ § Step 1 Step 2

Standard Recipients
Single, »= 21 62.00 250.00 418.98 0 | 3. 5oNCN]
Single, »>= B0 62.00 250.00 453.23 0 0.50 0.60
Single, »>= 21 + deps 62.00 250,00 453.23 0 0.50 0.60
Harried »>= 21 no deps 62.00 250.00 378.05 0 0.50 0.60
Married »= 21 + deps 62.00 250.00 378.05 0 0.50 0.60
Harried-Parenting Payment 62.00 250,00 378.05 0 0.50 0.60
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File Parameters Models Output | Options Window Help

|~

Set winner laser threshold

Operating instructions

Case study 1:
Running a distributional analysis

In this case study we will take you step by step through a simulation for
the financial year 2007-08 in which we model a flat tax scale. A flat tax
scale is an income tax scale with only one positive marginal rate. In our
example, the tax threshold (above which you incur an income tax
liability) is $7000 a year and the marginal rate will be 25 per cent.

Step 1: Choosing year of analysis

The outyears feature of STINMOD/06B allows the uset to choose
the simulation yeat. As a default STINMOD/06B is set to 2006-07.
This is easily changed by going into the Options menu, clicking on

Select year for model run, and choosing a yeat.

=lolx]|

BlymEo | BDEU 20S

wodel run

—lojx|

RELERSTE w

National Centre for Social

© Commonwealth

STINMOD/06B User Guide 33



Operating instructions

To select year 2007-08, simply click the adjacent button and then
click on OK. The parameter screens will then automatically change to
that time-period.

Fleaze Select Year

—ear
" 2006-2007

20092010
 2010-2011
 2011-2m2

0K | Eancell
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%, 5AS - [STINMOD]

]

v |_ Farily and Commurity Services

Medicare. ..

Tax
Veteran's Affairs
Child Care

Make universal

ile | Parameters Models Output Options Window Help

Operating instructions

Step 2: Changing parameters

Position the pointer on the menu bar and click on Parameters, and
you will then see a drop-down menu of parameter screens (see
appendix A for all parameter screens in the model).

Select Tax. A submenu that lists the options for tax parameters will

appear.

=lojx|
18] x|

3

wlEgR|i2a BB 2 0@

[
T

Tax offsets,
4 HECS repayments...

Global refresh of parameters...

View current parameter changes...

N

RELERSE o

ational Centre for Social
® Commonhwealth
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Operating instructions

23\ TIP

Select Tax scales to get to the Income Tax Scale Parameters screen
shown below.

This screen lets you make a structural change to the income tax scales
by increasing or decreasing the number of tax steps.

It also allows you to change the parameter values under the existing
structure.

In parameter screens, you can type over the blue text. Make sure the
over-type mode is on (toggle the Insert key on your keyboard to
switch between Insert and Over-type mode) when you type over text
in parameter screens. If it is not on you will be unable to type all the
numbers you want in the cell.

= INCOME TAX SCALE PARAMETERS

36
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Operating instructions

You can enter figures directly in the previous screen to change the
tax steps and/or the marginal rates in the tax scale. Alternatively, you
can quickly implement the flat tax rate by clicking on the Flat Tax
button and you will see the dialog box shown below.

You can now enter the desired tax threshold and marginal rate.

E\ TIP Many of the other parameter screens use similar dialog boxes to help
you to make changes quickly and consistently.

™ Flat Tax Scale x|

You can use this option to guickly
define a flat tax scale.

Tax Threshold: 7000 Marginal Rate: 0.25

0K | Cancel |
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Operating instructions

Click on OK in the Flat Tax Scale dialog box to implement the values
in the Income Tax Scale Parameters screen as shown below. Click on
OK to accept the changes. The screen will go back to the main menu
screen ready for the next action.

Note If you want to change all parameters back to their original values,
click on Refresh. Click on Cancel if you want to return to the main
menu without retaining your changes.

0= INCOME TAX SCALE PARAMETERS
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Operating instructions

Step 3: Saving the parameter changes

To save the details of the flat tax regime, select Save current
parameters on the File menu. A dialog box will prompt you for a
name for the tax change. Type in a name (up to 8 characters) and
click on OK.

When you want to retrieve this tax change at a later time, select Open

saved parameters on the File menu.

A list of previously saved policy changes will be displayed. Click on
the name you gave to the flat tax change and then click on OK. The

flat tax parameters will now be in effect.

When you wish to delete saved policy changes that you no longer
want, select Delete saved parameters from the File menu.

[ Save current parameters 5'

Pleasze enter a name and press <{0K>
(up to 8 characters - letters only

Year 2007-08 =szaved parameters

Hame: | CASE_ONE

I]I(l Cancel | Helpl
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Step 4: Running the simulation

'To run the flat tax simulation click on Models on the menu bar and

you will see on your screen a drop-down menu as shown below.

% 6AS - [STINMOD] =1ol x|
gk File Parameters | Models OUtput Options  Window  Help =181 x|

Distributional model... b N SR e HBR 208

Effective tax rates model...

[

National Centre for Social
©® Commonwealth

RELERSE
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Operating instructions

Select Distributional model and you will see a dialog box in which the
default is all of Australia or you can choose a particular state for your

analysis.

%, SAS - [Distributional Model] =10 x|
E Filz= “iew Tools Solutions ‘Window  Help =51 x|

To run the model please =elect one

of the following:  ALL
i~ MSH
i WIC
" ALD
=T
i~ WA
i~ TaS
" ACTANT

1] 4 | Cancel |
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Operating instructions

Click on OK and you will get the following screen prompting you to

enter a title for your simulation run.

Type in the title for your simulation run and click on OK, or press

Enter on your keyboard.

Note The title of your simulation will appear on your output.

I Simulation Title ;lglﬂ

Pleaze enter a title for vour zimulation:

Flat Tax Bate - Threshold %7000, Marginal Rate 0.25 (Year 2007-08)

0K |
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Operating instructions

A Parameters Report detailing the changes you have made in the
parameter tables will appear. This report enables you to confirm your
policy changes before you run the simulation. Click on OK in the
menu bar to confirm the changes and start running the simulation.

& TP To print the Parameters Report screen, click on Parameters on the
main menu bar and select View current parameter changes... Then
choose Print from the File menu.

¥, SAS - [Parameters Report] = IEllil
EFile Ok Cancel  Window -2 x|
| ] Hdism8snlspac DBz 08
If this information is correct then select OK otherwise select CANCEL -
Distributional Hodel - Parameters Changes Report

Tear 2007-08 Model Run

Parameter Description Type Base Simulation
Second =tep in income tax scale 6000 7000
Marginal rate in second tax step 0.15 0.25
Third step in income tax scale 25000

Marginal rate in third tax step 0.3

Fourth step in income tax scale 75000

MHarginal rate in fourth tax step 0.4

Fifth step in income tax =cale 150000

Marginal rate in fifth tax step 0.45

" N
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Operating instructions

Note

™ Simulation Dutcome =[Ol x|

Flat Tax Rate - Threshold $7000, Marginal Rate 0.25% (Year 2007-08)
Year 2007-08 Model Run

Step 5: Analysing your output

When the simulation has finished running, you will first see the
Simulation Outcome screen.

This screen estimates the number and proportion of families that are
winners, losers or face no change in their disposable incomes as a
result of the policy change(s). It also estimates the change in average
weekly family disposable income for each group.

Some output results in this user guide may differ slightly from those
shown in your analysis output screens due to adjustments made to
the model since the writing of this user guide.

ESTIMATED SIMULATION OUTCOMES

Humber Proportion $ Change
of Families in Average
Heekly Income

Hinners 1,807,400 16.6 97.2

Losers 5,594,700 51.4 -22.2

Ho change 3,483,100 32.0 0.0

Total 10,885,200 100.0 4.7
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To print an output screen, select Print in the File menu.

You can also export the contents of any analysis screens by selecting
from the Export menu.

You can export to a comma delimited file, an Excel spreadsheet, a
Word table or a SAS data set. If you select the Excel/Word export
option, the window below will be displayed.

If you click on the button adjacent to Excel and then click Export,
STINMOD will automatically open Microsoft Excel and copy the
contents of the STINMOD table into the spreadsheet.

Similarly, clicking on the button adjacent to Word and then Export will
open Microsoft Word and copy the results into a table. When you
have finished exporting your results, click on the Cancel button to
return to your output analysis in STINMOD.

I® Export table to Excel /Word -0 =]

Select either "Word or Excel to export the table to.

"Destinatiun:

% Euxcel o, € wiord Cancel |
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Operating instructions

If you click on Analysis you will see a drop-down menu that allows

you to choose different types of policy analysis.

% A5 - [Simulation Outcome]

aFiIe Analysis  Export  Window  Help

=10 x|
=18 x|

Portfalio HATED SIMULATION OUTCOMES
Fla  Customers eshold $7000, Marginal Rate 0.25 (Year 2007-08)
Detailed. ..
Year n
Quartile Analysis ¥
el el [ Proportion $ Change
ilies in fAiverage
Heekly Income
Winners 1,807,400 16.6 7.2
Losers 5,594,700 51.4 -22.2
Mo change 3.483,.100 32.0 0.0
Total 10,885,200 100.0 4.7
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Operating instructions

Select Portfolio to see how much the policy change will cost FaCSIA,
the Department of Veterans” Affairs (DVA) and the Australian
Taxation Office (ATO).

This flat tax policy option results in a loss of revenue for the ATO
and no change for FaCSIA and DVA.

Click on individual departments to see more detailed cost/revenue
information within each department.

Return to the Simulation Outcome screen to do further analysis by
selecting Close on the File menu or by clicking the x box in the top
right hand corner of the Portfolio Outcome window.

%, SAS - [Portfolio Dutcome] =10/ x|
E File Export Window Help =12l
ESTIMATED ANNUAL FORTFOL 10 OUTCOMES

Flat Tax Rate - Threshold $7000, Marginal Rate 0.25 (Year 2007-08)
Year 2007-08 Model Run

Portfolio | Base Outcome | Simulation Outcome | Difference
i Bm i Bm i $m
i i i
Outlays
FaCS 68317.623 68317.623 0.00
DA L769.828 5769.828 0.00
Revenue
TaX OFF ICE 101384 .565 98717.776 -2666.79
Net Outcome 2666.79
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Operating instructions

Select Quartile Analysis on the Analysis menu to examine the impact

of the flat tax change by family income quartile and family type.

A submenu that provides you with a choice of income type —
taxable, total (taxable and non-taxable) or private (excluding
government cash transfers) — will appear.

%, 5AS - [Simulation Dutcome] - |I:I|i|
E File | Amalysis Export  Window  Help 18] x|
PartFalio ATED SIMULATION OUTCOMES
Fla  Customers shold $7000, Marginal Rate 0.25 (Year 2007-08)
Detailed. ..
Tear
Quartile Analvsis  F Taxahle Income
Decile Analysis 4 Total Income tion $ Change
in Average
Priwate Incarme Weekly Income
Hinners 1,807,400 16.6 7.2
Losers 5,594,700 51.4 -22.2
No change 3.483,.100 32.0 0.0
Total 10,885,200 1000 4.7
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B\ TIP

%, SAS - [Outcome by Quartile and Family Type] =10l x|

E File Export ‘Window Help =121

Operating instructions

Select Taxable Income and the following screen will appear. Each cell
in this table gives the estimated change in weekly family disposable
income for the income quartile and family type that defines the cell.

Decile Analysis on the Analysis menu takes you down the same path,
except that families are assigned to one of 10 groups of equal size
instead of to one of four groups of equal size.

To see tables of base average disposable incomes for all cells in the
quartile and decile screens, click on Disposable Y. To see the number
of families for all cells, click on # of Families. Click on Change Y to
return to change in family disposable income cells.

The decile and quartile classifications are for all families. Separate

classifications have not been calculated for each family type.

Estimated Change in Family Disposable Income - $ puw
Flat Tax Rate - Threshold $7000, Marginal Rate 0.25 (Year 2007-08)
Year 2007-08 Model Bun

Heekly | Family Type
Taxable |
Income | Married Married + Sole Single 1
Quartile! no childr. children Parent Adult | ALL
One [ -0.29 =-0.70 =0.04 -0.59 | =-0.50
1 1
1 1
Two i =-6.31 -12.490 -9.72 -22.12 | -15.66
1 1
1 1
Three E -32.24 =-21.43 =-11.21 -11.42 E -18.08
1 1
Four H 43.37 £3.94 28.50 78.44 | 53.08
i i
TOTAL H 6.13 26.08 -2.07 -3.89 | 4.71

# of Families Dispozable Y | Change T |
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Operating instructions

Return to the Simulation Outcome screen, select Detailed... on the
Analysis menu and you will see the Detailed screen, which enables
you to specify your own detailed analysis.

Choose the desired combination of options and click on OK to
produce the first detailed table or Cancel to return to the Simulation
Outcome screen. In our case study we have chosen the default
options.

Detailed x|

Pleaze zelect one friom each categony:

Outcome Inzome Type
& ALL % Tanable
£ Winners  Tatal
" Losers " Private

Farnily Type Program Type
& All Family ypes & All recipient ypes
" Families with dependants " FaC5 recipients
' Families without dependants " GCE recipients
" Married couples who have dependants " Taupayers
" Sole Parents

K Cancel |
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Note

Operating instructions

After you click on OK, you will get the following tabular report

specifying changes in weekly disposable income for different family

types in different income ranges.

To see tables of base average disposable incomes for all cells in the

detailed table, click on Disposable Y. To see number of families for all

cells, click on # of Families. Click on Change Y to return to change in

family disposable income cells.

An asterisk (*) in a table cell means that the estimate is statistically

unreliable. An underscore (_) in a table cell indicates that there are

no families in the data that meet the definition of that cell.

%, SAS - [Outcome by Family Type and Income] = |EI|£|
E File Export ‘wWindow Help =] x|

Estimated Change in Family Disposable Income - § pw
Flat Tax Bate - Threshold #7000, Marginal Rate 0.25 (Year 2007-08)
Outcome: ALL Population: All Recipients

Tear 2007-08 Model Run

1 Family Type

Heekly |

Taxable | Harried Married + Sole Single i

Income | no childr. children Parent fAidult i ALl

¢ 150 [ -0.23 =-1.16 0.00 o.00 | =0.06
150-299 | =-0.84 -1.09 =0.07 -1.70 | -1.39
300-449 | -1.87 -2.32 -4.03 -16.22 | -9.18
450-599 | -8.50 -16.74 -15.33 -31.5%4 | -21.92
600-749 | -28.52 -23.68 -12.79 -22.78 | -23.24
750-899 | =32 .63 -22.51 -15.87 -14.68 | -19.57
J00-1049] =-32.59 -22.85 =-10.16 -7.37 | -16.82
1050-1199] =-31.52 =-19.07 -4 .35 0.53 | -13.79
1200-13491 -27.03 =-17.41 4.62 7.85 | =-10.36
1350-1499] -26.00 -20.64 4.62 15.971 i =-14.35

1500+ | b4 .85 76.54 55.56 153.46 |} 78.92
TOTAL 1 6.13 26.08 -2.07 -3.89 | 4.71

. # of Families |

Disposable T |
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Operating instructions

Step 6: More detailed analysis

You can click on any cell to see further analyses for that particular
income or family group. For example, if you want to see how married
couples with children who have family taxable incomes between $450
and $599 a week are affected by the flat tax option, click on the
relevant cell and you will see the following screen. This screen
classifies this group into winners, losers and those unaffected.

Note A non-zero outcome may occur for the No change families. This is
because some of these families have a change in disposable income
less than the winners/losers threshold.

B¥ Dutcome for Specific Family and Income |

Income type: Taxable

Outcome : ALL

Population: fill Recipients

Family type: Married with children

Income range ($): 450-599
Year 2007-08 Model Run
ESTIMATED OUTCOMES FOR SPECIFIC FaAMILY AND INCOME
Flat Tax Bate - Threshold $7000, Marginal Rate 0.25 (Year 2007-08)

NHumber = Annual $ Change
Cost in Average
$m Heekly Income
Hinners : * * * *
Losers : 55,700 g85.2 -56.9 -19.7
HNo change : 9,300 14.2 0.0 0.0
ALL : 65,300 100.0 -56.9 -16.7
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Operating instructions

If you wish to see exactly how a family has gained (or lost) through
the policy change, click on the Winners (or Losers) cell in the Number
column and you will see the dialog box below, which lets you select
the number of families (up to 50) whose income and tax details you
wish to examine. In our case study we have clicked on Losers.

Click on the button adjacent to the number of families you wish to
examine in more detail and then click OK.

R X

Select number of
families to display

o2
C 3
ol
& 5
oIRT)
20
i 30
a0
i Lo
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Operating instructions

The Details of Family Outcome screen gives a family’s income and
tax details for both the base and simulation outcomes. You can click
on the More or Back buttons to see the next family or the previous
family.

Our flat tax policy has increased the tax liability for this family. As a
result, their disposable income has decreased.

EE Details of Family Outcome

Income type: Taxable

Outcome : ALL

Population: fAll Recipient=s

Family type: Married with children

Income range (%): 450-599
Income Units for: LOSER
Year 2007=-08 Model Run
Flat Tax Rate - Threshold $7000, Marginal Rate 0.25 (Year 2007-08)

Family Id: 391
Record 1
# of dependents under 16wrs: 2

Category i Base i Simulation
1 1

FaC5 Income 459 .44 459,44
DVA Income 0.00 0.00
Private Income 354 . 31 354 .31
Taxable Income 513.88 513.88
Tax Liability 21.23 38.27
Medicare Liability 0.00 0.00
Dizpozable Income 792.53 775.49

0K | MORE | BACK |
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You can also click on any of the items in blue text in the Category
column to see more detailed information for individuals in this
family. For example, click on Tax Liability and you will see that the
reference had an increase in tax liability but there is no change in tax
liability of the spouse.

Close each screen by clicking on OK or by selecting Close on the File
menu until you get back to the Simulation Outcome screen.

I Details of Individual Outcomes il

Income type: Taxable

Outcone : ALL

Population: fAll Recipients

Family twpe: Married with children

Income range ($): 450-599
Income Units for: LOSER
Year 2007-08 Model Run
Flat Tax Bate - Threshold $7000, Marginal Rate 0.25 (Year 2007-08)
Record 1
# of dependents under 16ws: 2

Tax Liability ! Base ! Simulation
1 1
1 1
Reference 21.23 38.27

Spouse 0.00 0.00
Student One . .
Student Two

Student Three

Student Four

Student Five
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Operating instructions

To examine the impact of the policy change on individuals receiving
a cash transfer payment, select Customers on the Analysis menu.

#Z, 5AS - [Simulation Outcome] - IEllil
gl File | Analysis Export ‘window Help =2 x|
Partfolio ATED SIMULATION OUTCOMES
Fla Cuskomers shold 7000, Marginal Rate 0.25 (Year 2007-08)
Dekailed. ..
Tear lin
Cuartile Analysis  F
Declie Analysis v Proportion $ Change
iliez in Average
Heekly Income
Hinners : 1,807,400 16.6 7.2
Lozers L.594,700 c1.4 -22.2
Ho change : 3,483,100 32.0 0.0
Total 10,885,200 100.0 4.7
As you can see in the next screen, there are two options for analysis
— Winners\Losers and Payments by Component. Three types of
analysis table are available under each option by using the Analysis
Variable menu. These are described in more detail below.
To begin, click on Winners\Losers. The three Winners\Losers tables
analyse the change in payments resulting from the simulated policy
change for individuals who are or were recipients of either a FaCSIA
or DVA pension, a FaCSIA allowance and/or Family Assistance.
Winners are people who are either new recipients or receive an
increased payment. No change details people who have had no change
in their level of payment. Losers are people who have had their
payment either cancelled or reduced as a result of the simulated
policy.
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Note

Operating instructions

Choose the Number option under Analysis Variable (and then click on

Winners\Losers) to see the number of winners, losers and people with

no change in their level of payment.

The flat tax option does not affect people’s entitlement to cash

payments. This is why no winners or losers are shown in the

customer screens.

CUSTOMER NUMBERS

s

W INNERS NDO CHANGE LOSERS
INCREASED CANCELLED REDUCI

FACS PATHMENTS:
PENS |ONS

fige Pen=zion 0 0 1901286 0 0
Disability Support 0 0 711115 0 L1}
Carer Payment 0 0 123355 L1} 0
Wife Pension 0 0 32869 0 0

PP - unpartnered 0 0 429149 0 L1}
Total Pensions 0 0 3197774 0 0
ALLOWANCES

Newstart 0 0 649021 0 0 |
Youth 0 0 481586 0 0
Special Benefit 0 0 8750 0 0
Sickness 0 0 7506 0 0

PP = partnered 0 0 190434 0 1}
Partner Allowance 0 0 132036 0 0
Widow fAllowance 0 0 44182 0 0
Total Allowances 0 0 1513515 0 0

FAMILY ASSISTANCE
A
4

|nan1va

Hinners'lLosers |

Payments by Componen tsl

HELP

MHUMBER vl

=10l x|
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Operating instructions

Choose the Average Difference option under Analysis Variable and

then click on Winners\Losers to see the average change in the level of
payment for winners and losers.

¢

AVERAGE DIFFERENCE - $ per week

| v

WINNERS LOSERS
NEUW INCREASED CANCELLED REDUCED

FACS PATHMENTS:
PENS I0NS

fige Pension 0 0 0 0

Disability Support 0 0 0 0

Carer Payment 0 0 0 0

Hife Pension 0 0 0 0

PP - unpartnered 0 0 0 0
ALLOWANCES

Newstart 0 0 0 0

Touth 0 0 0 0

Special Benefit 0 0 0 0

Sickness 0 0 0 0

PP - partnered 0 0 0 0

Partner fllowance 0 0 0 0

Widow Allowance 0 0 0 0
FAMILY ASSISTANCE

FTB(A) 0 0 0 0

FTB(B) 0 0 0 0 b
Haternity fAllow 0 0 0 0
DV PATMENTS:

Service Penzion 0 0 0 0 -
qoTT 1 _»l_l
Payments by Componentsl HELP | 0K |

IAVEF!AGE DIFFEREMC vl

=101 x|
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Operating instructions

Choose the Total Difference option under Analysis Variable and then
click on Winners\Losers to see the sum total of the change in payment
for winners and losers.

W TP If you export any of the tables in the Customers screen to Word,
change the page orientation to Landscape and the font to SAS
Monospace 6 point.

=13l x]
TOTAL DIFFERENCE - $ per week -]
W INNERS LOSERS
INCREASED CANCELLED REDUCED
FACS PATHMENTS:
PENS 1ONS
fige Pen=zion 0 0 a 1]
Disability Support 0 0 a 1]
Carer Payment [1] [1] Q 1]
Wife Pension 0 0 o o
PP - unpartnered 0 0 a 1]
Total Pensions 0 0 o o
ALLOWANCES
Newstart 0 0 0 o -
Touth 0 0 0 0
Special Benefit 0 0 a 1]
Sickness 0 0 o 1]
PP = partnered 0 0 Q 1]
Partner Allowance 0 0 o o
Widow nAllowance 0 0 o o
Total Allowances 0 0 o o
FAMILY ASSISTANCE =
Crnf A ~ ~ Y .
4| 1 3
Payments by Eompnnentsl HELFP | (1.4 |

TOTAL DIFFEREMCE 'l
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Note

Now click on Payments by Components. The three Payments by
Components tables show changes in the level of payments by components
(that is, base entitlement, Rent Assistance and Pharmaceutical Allowance,
as well as income tax and Medicare paid). Again, the analysis of payments
by components can be done for the number of winners and losers, the
average change in the level of payment and the sum total of the change in
payments for winners and losers. Simply choose the approptiate option
under Analysis Variable and then click on Payments by Components. Click
on OK to close this screen.

An individual can appear more than once in the tables. For instance,
if people receive Parenting Payment (Unpartnered), they may also
receive Family Tax Benefit Parts A and B. If this is the case they will

be counted in each of these three payments.

ol
BASE ENTITLEMENT RENT nS!
INCREASE DECREASE NO CHANGE INCREASE DECI
FACS PATMENTS:
PENS 10NS
fige Pension 0 L1} 1900574 L1} a
Dizability Support 0 L1} 708591 L1} a
Carer Payment 0 0 123056 0 a
Hife Pension 0 0 32869 0 o
PP = unpartnered 0 1} 428768 1} Q
Total Pensions 0 0 3193858 0 o
ALLOWANCES
Newstart 0 0 645923 0 o
Youth 0 0 478976 0 0
Special Benefit 0 L1} 7880 L1} a
Sickness 0 0 7506 0 o
PP - partnered 0 0 190434 0 i}
Partner Allowance 0 0 132036 0 o
Widow Allowance 0 0 44182 0 1]
Total Allowances 0 0 1506937 0 o
FAMILY ASSISTANCE _Ij
Cend A A ~ 1naanza - ~
4 | »

Winners'Losers

NUMBER 'l
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For the next case study, a hypothetical ETR analysis, return to the
main menu screen by closing down each screen until the main menu

screen appears.

e
[l Fle Parameters Models Output Options Window Help — 1@ x|
| I EEEE Y oY)

National Centre for Social
©® Commonwealth

RELERS T o
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Case study 2:
Running a hypothetical ETR analysis

To run a hypothetical ETR analysis of the flat tax option, click on
Models in the menu bar and select Effective tax rates model.

Fas i

File Parameters | Models ©utput Options window Help

J ,/l_ Dstrihut\nnalmndal. &= W | & B.l 4 i o ‘\‘3 @Jl 2 QO &

0GB

[

Naticnal Centre for Socilal

ELERSI
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A Parameters Report detailing the changes you have made in the

parameter screens will appear as seen below. This Parameters Report

enables you to confirm your policy changes before you run the

simulation.

Click on OK in the menu bar to confirm the changes.

%=, SAS - [Parameters Report] - |EI|1|
gl File OK Cancel Window _ =]
If this information is correct then select DK otherwise select CANCEL -

Year 2007-08 Model Run

Second step in income tax scale
Marginal rate in second tax step
Third step in income tax scale
Marginal rate in third tax step
Fourth step in income tax scale
Marginal rate in fourth tax step
Fifth step in income tax scale
Marginal rate in fifth tax step

ki

Effective Tax Rates Model

= Parameters Changes Report
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Step 1: Specifying hypothetical families

In the Hypothetical Families screen (shown below) you can:

* sclect up to five families to be run through the ETR model

* create new families and add them to the database of family types

* view the details of a family, and

* delete a family permanently from the families database.

The current list of family types from which you can select is in the

Family Type List box. Move the scroll bar down to see more family

types.

™ Hypothetical Families

fidd

Hemuuel

Family Type List

fined pensioner couple- no dependants ﬂ
figed pensioner couple- no dependants- rent pri

Couple- Both Horking- 1
Couple- Both Horking=- 1
Couple- Both Horking- 1
Couple- Both Horking- 1
FTrMumle= Bnth Unrkinn= 1
<

childcare dependant
dependant
dependant student

dependant student- ren_
denendant = rent inn nri
7 y

Simulation Family Types

=100 x|

View |
Createl
Deletel

Cancell
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Viewing a family

To see the characteristics of a family type in the Family Type List
box, click on it to highlight it and then press the View button.

For example, to see the characteristics of the family members in the
Couple- Reference Working- 1 dependant family type, scroll down until
you find it (families are listed in alphabetical order) and click on it.
Make sure that you do not have any other family types highlighted
before you click on View because you can view only one family at a
time. Once you have done this, click on the View button and the
screen below will be displayed.

To deselect a family type, click on it again and it will no longer be
highlighted.

*Z, sAS - [Yiew Family] - 101 x|
E File Wiew Tools Solutions  \Window  Help =]
Family Tyoe

Couple= Reference WHorking= 1 dependant |

Familv Member
[Heference Person ] =

Characteristics

hoe E—

Sex (1

Labouw Force Status

Total HECS Liability [0 ]

Pension Type
Care Type 1 Care Tvpe 2
1 L1
1 1
1 1

Rent o1
Family Hospital Cover IEI
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You can view the characteristics of each member of the family by
clicking on the arrow next to the Family Member box. A box will
appear with a list of all the family members in it. A family always has
a reference person, may have a spouse and can have up to five
dependent or non-dependent children. All children aged under 16
years are dependants. The dependency status of those aged over 16 is
somewhat complex. See part 4 for the definition of dependency
under different programs.

Select the next member of the family you want to look at. Not all
characteristics listed in the View Family screen are relevant for a family
member. Such characteristics are displayed in a ‘shaded out’ font.

If you are unsure about the meaning of any characteristics of a family
member, appendix C contains a glossary explaining the family
characteristic variables.

Select OK to return to the Hypothetical Families screen.

A reference person is the head of the family. If it is a couple family,
the reference person is always male.
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%7, SAS - [View Family] -0l x|
E_. File ‘Wiew Tools Solutions ‘Window Help 5]l
Familv Twoe
[Enuple- RBeference Horking- 1 dependant ]
Familv Member
[ Reference Person | =
Reference Person
Characteristics 5
Fitst Child
fige E Second Child
Sex il Third Child
Labouwr Force Status LFE Fourth Child
Fifth Child
Total HECS Liability 0 ;
Penzion Type HONE
Care Tvpe 1 Care Tvpe 2
I ] I ]
I ] I ]
I ] I ]
Rent —
Family Hospital Cover D
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Creating a family

If the family type you have in mind does not already exist in the
Family Type List box, you can create it yourself using the Create
button. This can be done in two ways.

First method for creating a family

First, if you would like to create a new family based on an existing
family type, click on that family in the Family Type List box and click
on the Create button. The characteristics of each person in that family

will then be available to you as your starting point.

For example, suppose you want to create a new family type based on
a couple with 1 dependent child. Scroll down in the Family Type List
box until you see Couple- Reference Working- 1 dependant, click on this
family type and click on the Create button.

You will see that the details of each family member are now listed in
the appropriate boxes. Use the Next and Back buttons to move
through the family and view the details of other family members.
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%, GAS - [Create Family]
=

Hours of Care
Hour 1y Cost of Care

Tvpe of Care

s

_®ack | _ndd | Renove | Mext> | Finish| _Cancer |
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Now that you have the details of the family upon which you want to
base the new family type, you can change those details and/or add
additional family members as desired.

You change or add details for a family member by choosing from the
selection listed in the selection box for each characteristic. Where the
box for a characteristic does not have a list of selections, make the
change by overtyping the existing data.

You create your new family by using the Add button to add the person
whose details are displayed on the screen to the Family Members
Added box. If you want the new family type to hold private hospital
cover (and thus avoid the Medicare surcharge for high income
families), change the N to Y in the Family Hospital Cover box on the
reference person’s screen. Click on the Add button and the name
‘Reference Person’ will now appear in the Family Members Added
box.
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%, 2AS - [Create Family]

=

REFERENCE PERSON

Hours of Care
Hour 1y Cost of Care

Type of Care

s

_<Back | _#dd | Renove | [Hext>] Finish| Concer |

STINMOD/06B User Guide 71



Operating instructions

Now that the reference person has been added to the new family
type, use the Next button to view the details of the spouse.

Change the spouse’s pension type to DISA, which means she is eligible
for a Disability Support Pension (see the glossary in appendix C). Click
on the Add button to add her to the new family type.

If you also want to add a dependent child to the new family with the
same details as those for the first child on the screen, move to the
screen for the first child and add the child to the new family type by
clicking on the Add button.

Three family members should now be added to the Family Members
Added box, as shown in the screen below.

%, SAS - [Create Family]
(g

REFERENCE PERSOM
SPOUSE
FIRST CHILD

Pension Type

Rent

Family Hospital Cover | = |

_<Back | _ndd | _Remove | Finish| _Cancer |
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To add a dependent student to the new family type, use the Next
button to display the screen for the second child.

Assume that the child is aged 18 and is a full-time tertiary student.
Once you have completed the details for the second child, click on
the Add button to add them to the new family.

SAS - [Create Family]

REFERENCE PERSON
SPOUSE

FIRST CHILD
SECOND CHILD

Penszion Type

Rent

Family Hospital Cover | =]

_Back | ndd | Renove | [Wexts] Finisn| cancer |
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It is easy to change some details of a family member you have already
added to the Family Members Added box. Use the Back or Next
buttons to move to the family member whose details you want to
change, make the necessary changes and click on the Add button
again.

For example, suppose you have changed your mind about the spouse
being a Disability Support Pensioner and you now do not want her to
be receiving a pension. Move to the spouse’s screen, change her
pension type to NONE and click on the Add button.

The new characteristics for the spouse will overwrite the old ones.

%, 5AS - [Create Family]
(g

REFERENCE PERSON
SPOUSE

FIRST CHILD
SECOND CHILD

Hour=z of Care
Hour 1y Cost of Care

Tvpe of Care

Rent

Family Hospital Cover | =]

_Bock | _ndd | _Remove | Finish| _Cancer |
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If you want to remove a family member after they have been added
to the Family Members Added box, move to that family member’s
screen and click on the Remove button.

For example, suppose you have decided to remove the spouse from
the new family type. Move to the spouse’s screen and click on the
Remove button. You will notice that she no longer appears in the
Family Members Added box and that all her details have been
deleted.

%, 5A%5 - [Create Family]
[ung

REFERENCE PERSON
FIRST CHILD
SECOND CHILD

Hours of Care
Hourly Cost of Care

Type of Care

Rent

Family Hospital Cover | =]

_Bock | _nad | Next> | Finish| _Cancer |
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%, SAS - [Family Description] ;lglil

EFile Wiew Tools Solutions \Window Help 1= x|

When creating a new family, remember that any family member not
listed in the Family Members Added box is assumed not to exist

(even though some details may appear for that person on the screen).

With the reference person and two children added, you have finished
defining the new family. Click on the Finish button. The Family
Description box will appear and prompt you for a name for the new
family. When naming a new family, the family type desctiption st
not include any commas — use hyphens instead. Also, the model will
not let you type in a name for the new family that is the same as a
name for an existing family.

Type the description for the new family as Sole parent - 1 dependant -
1 student and click on the OK button. The new family type then
appears in the Family Type List box (in alphabetical order).

Family Description 0K |

[Sole Parent - 1 dependent - 1 student |

Cancel |
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Second method for creating a family

The second method for creating a family is used when you want to
create it from scratch. If you click on the Create button when no
family types are highlighted in the Family Type List box, the screen
below will appear.

You can then add the details of the reference person, spouse and

children following the same process as described in the first method.

SAS - [Create Family]

Hours of Care
Hour ly Cost of Care

Type of Care

s

_®ack | _add | Remove | Mext> | Finish| Cancer |
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Deleting a family

You can remove a family type permanently from the Family Type List
box by selecting the family type(s) you want to delete and clicking on
the Delete button. For example, to remove the Sole parent - 1
dependant - 1 student family type just created, click on it to highlight it
and click on the Delete button. The warning message shown below
will appear to check that you want to proceed with this action. Click
on Yes to delete the family type permanently.

You can delete more than one family type at a time by highlighting all
those family types you wish to remove before clicking on the Delete
button.

Rl
fAall family types currently zelected will be deleted
permanently from the liszt of families. Proceed?

Yo s

Even when you exit STINMOD/06B, any hypothetical families you
have created will be saved for future use.

However, the changes you make to the database of hypothetical
families are specific to the computer that STINMOD/06B is installed
on. If you use STINMOD/06B on a different computer, the database
of hypothetical family types will consist of the default families provided
with STINMOD/06B (provided they haven’t been deleted by a uset)

plus any families created on that particular computer.

If your version of STINMOD/06B is installed on a network drive,
the database of families will still be specific to your own PC.
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%, SAS - [Hypothetical Families] - |EI|£|
EFiIe Yiew Tools Solutions ‘Window Help =] x|

Operating instructions

Selecting families

To select a family type to run through the ETR model, click on that
family in the Family Type List box and then click on the Add button.
The family type you have selected will then appear in the Simulation
Family Types box.

You can select more than one family at a time in the Family Type List
box. Simply highlight each family type you want to include in the
simulation before clicking on the Add button. The selected family
types are shifted from the Family Type List box to the Simulation
Family Types box.

Add a single income couple with one dependant, a single income
couple with two dependants and a sole parent family with one
dependant to the Simulation Family Types box as shown below.

A maximum of five family types can be added to the Simulation

Family Types box.

Remove |

figed pensioner couple- no dependants 3
View |

figed pensioner couple- no dependants- rent pri

1 childcare dependant
Couple= Both HWorking= 1 dependant
Couple- Both Horking- 1 dependant student
Couple- Both Working- 1 Createl
I"'rlllnlp— RBnth WUnvlkinn= 1

Family Type List | Next |

dependant student- ren_
denendant = Fent inn an
3

Couple- Both Horking-
Deletel
Simulation Family Types

Sole parent- 1 dependant
Couple- Reference Working- 2 dependants
Couple- Reference Working- 1 dependant

Cancel |
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To remove a family type from the Simulation Family Types box, click

on that family type and click on the Remove button. You can remove

more than one family type at a time from the Simulation Family

Types box by highlighting each family you want to remove before

clicking on the Remove button.

For example, assume that you do not want to include the Couple-

Reference Working- 2 dependants family type in the simulation. Select

that family and click on the Remove button. You should now have

two family types in the Simulation Family Types box.

Click on Next to move to the next step.

%, 5AS - [Hypothetical Families]
E File Yiew Tools Solutions ‘Window Help

=10J %]
=181 x|

Family Type List

Add Couple- Both Working-
Couwple= Both HWorking=-
Couple=- Both Horking-
Couwple- Both Horking-
Fmmle= Bnth Unrlkinn=
{J

1
1
1
1
1

figed pensioner couple- no dependants ﬂ
Aged pensioner couple- no dependantz- rent pri

childcare dependant
dependant
dependant student

dependant student- ren_
dpnpndTnf— vent inn n:j_J
4

Simulation Family Types

Sole parent=- 1 dependant
Couple=- Reference Working= 1 dependant

Next

View

Create

Delete

PR

Cancel

1
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Step 2: Defining incomes

The next step is to define the starting incomes and the amount by
which income will increase for each family member. This is done in
the Family Incomes screen.

In the Unit of Increment box, specify the azount by which you would
like income to be incremented. In the Number of Increments box,
specify the number of times you would like income to be incremented.
You then need to specify the starting income for each member of the
family/families and the proportion of the increment you would like

that person to receive each time an increment is made.

=101

EFiIe Yiew Tools Solutions  Window  Help =

Increment

Unit of Increment |
Humber of Increments
Cancel |

[ Comparison of Current/New Policy

Starting Income and Proportion of Increment

Start Proportior Finish
Reference [[a.00 ] [1.00] [ 2000 ]
Spouse [0.00 ] [0.00] [0 |
Child 1 [0.00 ] [0.00 ] [0 |
Child 2 [o.00 ] [0.00 ] [0 |
Child 3 [0.00 ] [0.00] [ o |
Child 4 [0.00 ] [0.00] [0 |
Child & [0.00 ] [0.00] [0 |
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The sum of the proportions for each member of the family does not
need to add to the amount in the Unit of Increment box. That is, you
could choose a proportion of 1.00 for the reference so that his
income increases by $1 ($1x1.00) each time. You could also give the
spouse a proportion of 0.50 so that her income increases by 50 cents
($1x0.50) with each increment. That is, with each increment, the
family’s income goes up by $1.50.

The unit of increment, the number of increments, the number of
family members whose incomes are incremented, the person’s
starting income and their proportion define the income levels the

model will use for its calculations.

For this case study, select the default value of an increment of 1.00 in
the Unit of Increment box. Change the Number of Increments from
2000 to 2500 meaning the model will simulate the policy options for

each family at 2500 levels of income.

Choose the default option for each person having a $0 starting
income and only the income of the reference person being increased
(that is, the proportion of increment for the reference person is 1.00
and the proportion for the spouse is 0.00).

The finishing income level for each person is based on their starting
income and their proportion of the increment. This amount is
automatically calculated and specified in the Finish box for each

family member upon pressing the Enter key on your keyboard.

A non-zero starting income or a non-zetro proportion of increment
specified for a family member that does not exist will not affect the

outcomes.

The ETR model gives you the option of producing outcomes under
both the new policy and current policy or under the new policy only.
If you ‘check’ the Comparison of Current/New Policy box in the Family
Incomes screen, STINMOD will create outcomes under both the
new flat tax policy and the current policy. As you will see later in this
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case study, the output from the model differs depending on whether

you choose the comparison option.

We will first run the simulation choosing the default option of #o?

comparing new and current policy, and examine the output. Then we

will run the same two families through the model again, this time

comparing outcomes under both policies.

Leave the Comparison of Current/New Policy box unchecked. Click on

the Run button to run the simulation.

To run a simulation of current policy only, select Global refresh of

parameters on the Parameters menu on the main menu bar and then
run the ETR model.

%= SAS - [Family Incomes]

EFile Wigw Tools Solutions  Window Help

=10l x|
=12 x|

Increment

Unit of

Increment

Humber of Increments

[" Comparison of Current/New Policy

Cancel |

Run

Starting Income and Proportion of Increment
Start Proportior Finish
Reference [6.00 [1.00] [ 2500 |
Spouse [6.00 [o.00 ] [a |
Child 1 [ 0.00 [0.00 ] Lo ]
Child 2 [ 0.00 [0.00 ] Lo ]
Child 3 [ 0.00 [0.00 ] Lo ]
Child 4 [ 0.00 [0.00 ] Lo ]
Child 5 [ 0.00 [0.00 ] Lo ]
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Zoas ~18x|

Step 3: Analysing your output

Running the ETR model produces four different types of output — a
Turning Points Report, an ETR Summary Report, an Incomes
Report and some Graphical Analysis Output. We will deal with each
type of output in turn and explain some of the results.

m File Export  Window -8 x|
Hmmmmmmmmmmmmmmm—mmmmmmmmmmmmmmmm——————— * N
* TURNING POINTS REPORT(S) *
e e ————— *

Tear 2007-08 Model Run

HRRARRR R AR RN R R AR R RN R Rk R R R R R Rk

FAMILY DETAILS: Couple- Reference Working- 1 dependant
Hew Policy

Family Type : Married with children
Humber of Dependantz under 16 :
Humber of FaCS Dependants

Humber of Student Dependants

MNumber of Dependants in LF

Humber of Children in Formal Care
Humber of Children in Informal Care
Number of Children figed 0

Humber of Children fAiged 0 to 4
Humber of Children figed 5 to 9
Humber of Children figed 10 to 12
Mumhev of Children dned 13 0 14

-

=R == == — ]

ETR Summary Incomes Graphical Hnalysisl 1] 4 |

84
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You can export any of the four different types of report to Word by

using the Export menu.

O ~iix
El File | Expart indaw =181 x]

Year 2007-08 Model Run

LR LR R R e LR R L

FAMILY DETAILS: Couple- Reference Working- 1 dependant
Hew Policy

Family Type : Married with children
Humber of Dependants under 16 :
Number of FaC5 Dependants

Humber of Student Dependants

Humber of Dependants in LF

Number of Children in Formal Care
Number of Children in Informal Care
Humber of Children Aged 0

Number of Children figed 0 to 4
Humber of Children Aged & to 9

Humber of Children Aged 10 to 12
Humheyr of Children fned 13 +0 14

-

=0 C OO O OO ==

Turning Points ETR Summary Incomes Graphical ﬁnalysisl 1] 4 |
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The beginning of each report contains a Family Details section for
each simulation family. It details:

* the number of people in the family that qualify as dependants for
FaCSIA payments and childcare purposes

* the labour force and study status of the reference person, spouse
and any young people in the family

* their ages

*  HECS debts

* the family’s housing tenure, and

* whether they hold private hospital cover.

If there are any children in paid childcare, the Family Details section

also indicates the type(s) of care attended by each child, the number

of hours in each type of care and the houtly cost.

It also indicates whether the results are for Current Policy or for New
Policy (found just under the Family Details line).

The Income Details section gives the starting and finishing income
for each family member, the amount by which their incomes are
incremented and the starting ETR.

The Family Details and Income Details sections of the Turning

Points Report for our couple family are shown on the next page.
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* ———————— %
* TORNIMNGE POINTS REPORT (5) *
* ———————— %

Tear Z007-02 Model Pam

I* e e i e i e e e e ol e o i i o e ol o e o e o o e e o o o o i e o o o

FAMILYT DETATLS: Couple- Beference Torking- 1 dependsnt
Newr Policy

Family Type : Married with children
NMmber of Dependants under 16 -1
Nmber of FaCS% Dependartcs 1
Nmber of Student Dependaits u]
Nmber of Dependart=s in LF u]
NMmber of Children in Formal Care u]
Mmber of Children in Informal Care u]
Nmber of Children hged O u]
Number of Children Aged O to 4 u]
Nmber of Children hged & to 2 u]
Nmber of Children Aged 10 to 12 1
MNmber of Children Lged 13 to 14 u]
Nmber of Children Aged 15 ]
Eeference's Labour Force Status : In the labour force
Spouse's Labowr Force Status : Mot in the lahour force
Referetwce' s Stuady Status o Mot currently studying
Spouse's Study Status : Mot currently studying
Eeference's Tocal HECS Debt : F0.00
Spouse's Total HECS Debt : 0,00
Referetce's Lge : 35 to 39 ears
Bpouse's Age : 35 to 39 years
Type of Housing Termre  ed ou-right
Famil+wy Hospital Cower : Mo
INCOME DETATLS:
Reference's Starting ITncome : #0.00 par
Beference's End Income  #ZE500.00 per
Peference's Income Incrememnt : 1.00 par
Spouse 's Starting Incoms : #0.00 pur
Spouse's End Income : 0,00 par
Spouse 's Income Incyemerds : #0.00 pur
Starting ETR is : 0. 00%

e o e e e o e e e e e S e e e e e i o e e e e e e e e e e e e e e
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Turning Points Report

The Turning Points Report is the first report displayed once the ETR
model has run. Use the scroll bar to see more of the report for the
couple family and below that the Turning Points Report for the sole
parent family.

After the Family Details section and the Income Details section, the
Turning Points Report provides details of private and disposable
incomes for the family every time there is a change in the family’s
ETR. It also lists the reason(s) for the change in ETR and, where
possible, estimates the exact point where the change occurred. The
point at which the ETR changes is called the zurming point.

The ETR model lists changes in ETRs only when they have become
stable. That is, when the model detects a change in the ETR for the
family, it increments the income until two increments in a row give
the same ETR (meaning that the ETR has stabilised). Only then is
the new ETR listed.

The details of Turning Point Number 1 for the couple family with
one child are shown on the next page. Under the heading ETRs you
can see that the ETR changes from 0 per cent to 50 per cent because,
under the new flat tax policy, the reference person starts to have his
allowance and allowance tax offset reduced (under the Reasons

heading).

The change in the ETR occurred where the family’s private income
was $31 and their disposable income was $532.54 a week (under the
Exact Turning Point heading).
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e ol i el e B O e B e e i

Couple—- Reference Working-— 1 dependant
New Policy

TURNING POINT NUNEBER HE

TNCOMES :
Tnit's Private Income H $31.00 pw
Unit's Disposable Income : $9532.54 pw
Tnit's Income Increment : $1.00 pw
Tnit's Net Childeare Costs : $0.00 pw
Reference's Priwvate Income : $31.00 pw
Reference's Disposable Income : 3225.21 pw
Reference's Income Increment H $1.00 pw
Zpouse's Private Income H $0.00 pw
Zpouse's Disposahle Income i §307.33 pw
Zpouse's Income Increment H $0.00 pw

REASCII:

Reference Reduction of FaCs Allowance Begins

Reference Feduction of ALllowance Tax Offset Begins

EXACT TUBMNING POINT:
Tnit's Priwvate Income : $31.00 pw
Tnit's Disposable Income i $53Z.54 pw

ETES:

Prewvious ETE H 0.00%

New ETE : S50.00%

L e e O e e e e e
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At Turning Point Number 2 for the couple family (shown on the
next page), the reference person starts paying tax (under Reasons

heading).

With an extra dollar of private income, the reference person loses 50
cents through the reduction of his FaCSIA allowance at the rate of 50
per cent (because the FaCSIA allowance income test is based on
private income). Thus, he has 50 cents more taxable income from his
$1 increase in private income.

With the 50 cents of taxable income, he loses 12.5 cents or 12.5 per
cent in tax (50%0.25%100). Tax therefore increases the ETR by
another 12.5 cents. Because he has lost 50 cents of FaCSIA
allowance, his allowance tax offset also gets reduced by 12.5 cents or
12.5 per cent (50+0.25%100).

Thus, the 50 per cent allowance reduction plus the 25 per cent extra
tax (12.5 per cent more income tax plus 12.5 per cent less allowance
tax offset) combine to give the new ETR of 75 per cent.

Sometimes the exact levels of income where the ETR changes cannot
be calculated to give the turning point. This generally happens when
a sudden death income test takes effect.

There are two types of sudden death income test — one where the
taper rate jumps’ and is applied to the whole of the assessable
income, not just the amount over the threshold (for example, the
Medicare surcharge) and one that entails the sudden withdrawal of
the entire payment once the assessable income exceeds a specified
amount (for example, FaCSIA Pharmaceutical Allowance).

In cases such as the Medicare surcharge, the turning point can be
approximated and the message Warning: The turning point is only
approximate will appear in the Turning Points Report.

In cases such as the Pharmaceutical Allowance withdrawal, the
turning point cannot be approximated and the message The turning
point could not be estimated will appear in the Turning Points Report.
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Couple- BEeference Working- 1 dependant

New Folicy
TURMING POINT NUMEER

INCOMES:
Tnit's Private Income
Tnit's Disposable Income
Tnit's Income Increment
Tnit's Net Childocare Costs

Feference's Private Income
Feference's Disposable Income
Feference's Income Increment
Jpouse's Private Income
Zpouze's Disposable Income
Spouse's Incowe Increment

RELSCONSG:
Feference 3tart paving Tax

EXACT TUBNING POIMNT:
Tnit's Priwvate Income
Unit's Disposable Income

ETRZ:
Previous ETR
INew ETE

e e e i e e i e e e e e e e i i e e e e i e e e i e e
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The impact of the Medicare surcharge on ETRs is now explained.

Currently, the base Medicare rate is 1.5 per cent. A family with
taxable income less than $100 000 a year pays a Medicare levy of 1.5
per cent of their taxable income. Once the family’s taxable income
exceeds $100 000 a year (plus an extra $1500 for children other than
the first child), the Medicare rate jumps from 1.5 per cent of taxable
income to 2.5 per cent. Unlike the first Medicare threshold, the
second Medicate threshold does not have a shade-in rate to ease the
transition from paying 1.5 per cent to 2.5 per cent of taxable income
in Medicare (see page 152 for a description of the Medicare levy).

Consider Turning Point Number 15 for the sole parent family
(shown on the next page). When the sole parent’s taxable income is
$99 999, she pays 1.5 per cent of her taxable income as the Medicare
levy. With an extra dollar of private income, her taxable income is
$100 000 and she must pay the Medicare surcharge because she does
not have private hospital cover. There is a change in ETR but it does
not make sense to calculate the ETR at this point because the
reference person has gone from paying 1.5 per cent to 2.5 per cent of
her taxable income in Medicare and has lost, in effect, $1000 (1 per
cent of $100 000) with the increase of $1.

When her income is incremented again by $§1 (so that the reference
has $100 001 private income), the ETR is calculated using the higher
Medicare rate of 2.5 per cent. The income will be incremented again
by another dollar (so that her income is $100 002) and again the ETR
will be calculated. The ETR here is the same as the ETR at $100 001,
which means the ETR change has stabilised.

The sudden drop of $1000 in disposable income for the family makes
the resulting exact turning point difficult to estimate. Thus, the warning
message indicates that the turning point is only an approximation. The
approximations of income will be within one increment of the exact
turning point. That is, with a $1 increment, the estimated levels of
income are within $1 of the exact turning point.
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Jole parent- 1 dependant
New Policy

TUOFNING POINT NUMBER

INCOMES :
Tnit's Priwvate Income
Tnit's Disposable Income
Tnit's Income Increment
UTnit's Net Childcare Costs

Feference's Private Income
Feference's Disposable Income
Feference's Income Increment

RELSONS:
Feference 3tart paving Medicare surcharge

EXALCT TURNING POINT:
Tnit's Priwvate Income
Unit's Disposable Income

FEPMARNING: The turning point is only approximate®*

ETRS:
Prewviouzs ETER
New ETR

o i ol e i e e e
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Sometimes the exact turning points cannot be estimated at all. In
general, this occurs when a payment ceases due to a sudden death
income test. In these cases, there is no actual change in the ETR
(because there is no income test taper), but the disposable income of
the family does fall.

The Pharmaceutical Allowance is an example of such a payment. It is
subject to a sudden death income test and when the payment ceases
there is no change in the ETR because there is no income test taper,
but the disposable income of the family does fall. When this happens,
the message The turning point could not be estimated appears in the

Turning Points Report.

In our selected families, other payments are affecting the ETRs when
the Pharmaceutical Allowance is withdrawn. However, if you run the
model for a single aged pensioner with no dependants, you will see
that message when the Pharmaceutical Allowance is withdrawn.
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Jole parent- 1 dependant
New Policy

TURNING POINT MUMEEER HE
INCOMES :
Tnit's Private Income r $439.00
UTnit's Disposable Income : §51Z .46
Tnit's Income Increment : $1.00
Unit's Net Childocare Costs : $0.00
Reference's Private Income : $439.00
Reference's Disposable Income : 512 .46
Reference's Income Increment : $1.00
RELICMNG:
Beference End of FaCd Pharmaceutical Lllowance
EXACT TUENING POINT:
*#*The turning point could not he estimated®*
ETRS:
Prewvious ETER : 25.00%
MNew ETER r Z25.00%
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Sometimes the Turning Points Report outputs information under the
Reasons heading that does not affect the family’s ETR. This type of
information is useful to policy analysts and is easy to spot when there
is nothing else happening at that time to change the ETR. In these
cases, the Turning Points Report does not call it a turning point and
gives only the income details for the family and the reason(s) but
does not give the ETR or the exact turning point because there is no
change in ETR.

For example, under the flat tax policy, the allowance tax offset for
the spouse in a couple family with reference working and one
dependant starts getting reduced when the reference’s private income
is $469 a week.

However, af this stage the spouse has not started paying any income
tax so the end of the allowance tax offset does not actually change
the level of disposable income. Thus, the Turning Points Report
simply lets you know that the allowance tax offset has ended and
acknowledges that there is no impact on the disposable income of the
family by not putting any turning point or ETR information.

b o i o o O e i e el e el O e

INCOMES:
Unit's Priwvate Income H $469.00 pw
Tnit'=s Disposable Income : $656.92 pw
Unit's Income Increment : $1.00 pw
Unit's MWet Childecare Costs H $0.00 pw
Feference's Private Income H 3469 ,00 pw
Feference's Disposable Income H $396.94 pw
Reference's Incowme Increment H $1.00 pw
Spouse's Priwvate Income H $0.00 pw
Spouse's Disposable Income H $259.97 pw
Spouse's Incomwe Increment : $0.00 pw

REAZCHNE:

Spouse Allowance Tax Offset Ends

b ol ol o e e e e il e e el e e e e el e e e e
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When the increases in income with each increment are large (for
example, $10), an ETR may not stabilise for several (or sometimes
many) increments. This is because with each increment it is more
likely that another factor comes into play and changes the ETR again
requiring another increment to stabilise and so on.

With the larger income increases, sometimes the ETR may not
stabilise before the model stops incrementing the income.

In such a case, the Turning Points Report will show the message ETR
did not stabilise.
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ETR Summary Report

Click on the ETR Summary button to view the second report
produced by the ETR model. Use the scroll bar to view the body of
the report.

The ETR Summary Report is simply a summary of the Turning
Points Report, containing the turning point number, the reason for
that turning point occutring, the new ETR that results from that
change and the level of private and disposable income at which the

change occurs.

The ETR Summary Report for the couple family with one child is

shown on the next page.

STINMOD/06B User Guide



Operating instructions

A *
* ETR 3UMMARY REPORT(3) ®
A *

Tear 2007-05 Model Fun

Lo i il O ol ol i ol il il i il o ol o
oo o o o o o o o o o o

FLAMILY DETAIL3: Couple- Reference Working- 1 dependant

MNew Folicy
Family Type i Married with children
HNutker of Dependants under 16 HE
HNunber of Fac?3 Dependants 1
HNumber of 3tudent Dependants u]
HNurber of Dependants in LF ]
HNutker of Children in Formal Care u]
HNumber of Children in Informal Care u]
HNurber of Children iged 0 ]
HNumber of Children Aged 0O to 4 u]
HNunber of Children Aged 5 to 9 u]
Number of Children bged 10 to 12 1
HNumber of Children Aged 13 to 14 u]
MNunber of Children Aged 15 u]
Reference's Lshour Force Status : In the labour force
3pouse's Labour Force 3tatus : Not in the lshour force
Reference's Study Status : Not currently studying
Spouse's Study 3tatus : Not currently studying
Reference's Total HEC3 Debt : §0.00
Spouse's Total HECS Debt : $0.00
Reference's Age : 35 Lo 39 years
Spouse's Age : 35 Lo 39 years
Type of Housing Tenure i Oyned outright
Family Hospital Cover : No
INCOME DETAILSZ:
Feference's Starting Income : 30.00 pw
Reference's End Income : $2500.00 py
Feference's Income Increment : $1.00 pyw
Spouse's Starting Income : 30.00 pw
Spouse's End Income H i0.00 pyw
Spouse's Income Increment H i0.00 pyw

o o ol o o o ol A o o ol ol ol o i i ol ol o ol o ol ol ol i o ol ol ol ol i ol O O o o o o o o
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Any warning messages associated with a turning point in the Turning
Points Report are indicated by a + next to the disposable income for
that turning point in the ETR Summary Report.

As with the Turning Points Report, you can export the ETR
Summary Report to Word through the Export menu on the menu bar.

Sumwary Report of Turning Points for Couple- Reference Working- 1 dependant

New Policy

Turning Reaszon New Exact Exact

Point ETR Private [Disposahle
Income Income

1 Reference Reduction of FaCi Allowance Begins 50.00% $31.00  §532.54

Reference Reduction of Allovance Tax Offset Begins

2 Reference Start paying Tax 75.00% $46.15  §540.11
3 Reference Reduction of FaCl illowance Begins at 2nd Rate 85.00% §125.00  §559.82 4
4 Reference Mllowance Tax Offset Ends 70.00% $145.98  $862.97
3 Reference End of FaCi Allowance 73.00% $370.34  §630.28

3pouse Feduction of FaC3 Allowance Begins
Spouse Reduction of Allowance from Reference's Income Begins
Spouse Reduction of Allowance Tax Offset Begins

] Reference Low Income Tax Offset Reduction Begins 77.00% $480.77  $e60.09
1 Reference Start paying Medicare 51.90% $524.36  $670.12
8 3pouse Receives Naximum FTE (B) 93.90% §553.63  $675.42
9 Zpouse End of FaC3 illowance 39.00% $694,07  $6B3.0%

Spouse Parenting Payment (Partnered) Ends

10 End of Medicare Family Shade In for Reference 30.50% §718.69  $699.03
End of Medicare Family Shade In for 3pouse

11 Reference Low Income Tax Offset Ends 26.50% §769.231  §734.16
12 Spouse Reduction of FTE (L) at lower threshold begins 46,50% §790.37  §749.69
13 Spouzse Maxiwnm FTE (&) cuts out and Hinimnm FTE (L) starts 26,50% $1037.44  §B81.8%
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Incomes Report

The Incomes Report is the third report produced by the model. To
view this report, click on the Incomes button. The Incomes Report
for the couple family with one child is shown below.

The Family Details section is followed by a table of the income
details of the family at each income level where there is a change in
the family’s ETR. Use the vertical and horizontal scroll bars to move
down and across the Incomes Report.

The figures are in weekly terms and are for the family as a whole. For
example, when the family private income for the couple family is $0 a
week the total amount of FaCSIA allowance received by the family is
$389.53 a week. Appendix D lists the components of each of the
columns in the Incomes Report.

If you export the Incomes Report to Word, change the page
orientation to Landscape and the font size to 6 point.

O ~=lolx|

(gl File  Export Wwindow _ =] x|
¥ ________ ¥ -
* INCOMES REPORT(S) * =
H e e e ————— *

FAMILY DETAILS
Hew Policy

Family Type
Humber of FaC5

il

Year 2007-08 Model Run e

EE R R R R L E R R R R R R

: Couple- Reference Horking- 1 dependant

Humber of Dependants under 16

Humber of Student Dependants
Number of Dependants in LF

Humber of Children in Formal Care
Humber of Children in Informal Care
Humber of Children figed 0

Humber of Children figed 0 to 4
MHumber of Children figed 5 to 9

- -
e SR A__ 14 P -
.3

! Married with children

Dependants

2SO0 O ——-

Turning Points

ETR Summary | Incones Graphical ﬁna]ysisl 0K |

STINMOD/06B User Guide 101



Operating instructions

102

Graphical Analysis

The final type of output produced by the ETR model is the
Graphical Analysis output. This facility enables you to produce
several different sorts of predefined graphs to quickly see a summary
of the ETR and disposable income outcomes for each family.

You can also produce graphs comparing outcomes for a family under
the new and current policy (if you selected the Comparison of
Current/New Policy box in the Family Incomes screen before running

the simulation) or compare outcomes across different family types.

When you click on the Graphical Analysis button, Excel is started and
the dialog box shown on the next page is displayed. (As you will see
in step 4 when you run the model again and compare new and
current policy, the dialog box that appears in Excel will differ.)

For the current simulation, however, you chose to produce outcomes
for only the new policy option - the flat tax option. Using the dialog
box displayed, you can graph the outcomes for individual families
(under the Graphs of Individual Families heading) or you can
compare the outcomes between families under the new policy (under
the Graphs of Multiple Families heading).

Under the Graphs of Individual Families heading, for each family
type click in the box next to the type of graph you would like to
create. Check the ETR box if you want to graph the ETRs for that
particular family type over the range of family private income
specified in the Family Incomes screen. Check the Disp Inc box if you
want to graph the disposable income of the family. Check the ETR &
Disp Inc box if you wish to create a graph of both the family’s ETRs

and disposable incomes.
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To produce a graph of ETRs and disposable incomes for individual
families, check the ETR & Disp Inc box in the Graphs of Individual
Families section for each family type. The dialog box should now
appear as on the next page.

Create Graphs
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To compare the ETR results between families, in the Graphs of
Multiple Families section, click the ETR box for both family types.

To compare disposable incomes between families, you would click
the Disp Inc box for both family types in the Graphs of Multiple

Families section.

B\ TIP You can create as many different graphs at one time for as many

family types as you like.

Create Graphs

Graphs of Individual Families

Family Twpes Graph Types

x|

Couple- Reference Warking- 1 dependant [~ ETR [~ Disp Inc
Sole parent- 1 dependant [~ ETR [~ Disp Inc

[ ETR & Disp Inc
¥ ETR & Disp Inc

Graphs of Multiple Families

Couple- Reference \Working- 1 dependant [+ ETR [ Disp Inc

Sole parent- 1 dependant I~ [~ Disp Inc

[ wiew Ctpuk Data

Cancel |
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Now that you have selected the graphs that you want to create, click
on the OK button and the graphs will be produced automatically. You
can view each one by clicking on the tabs along the bottom of the
screen.

In the example below you can see a drop in disposable income for
the sole parent family at the point where they start to pay the
Medicate surcharge (at around $1923 a week of private income).

B Microsoft Excel - _graph.csv -0l x|
E] Fle Edit View Insert Format Jools Chart Window Help Type aquestion For help— + _ 8 X
NEHRIdAIvRIsaR-F9-c- 8= -4ias[ elmtnaswsvamea E
aril s B ZU[==Z=F8 % 0 A% =|z=-0-A-0
Walue () axis = Fe

Sole parent- 1 dependant

2000 o

1800 4+

1600 4+

1400 4+
=
EREnE
g =
=l E
= [
@
S 004
2
= 40

GO0 4+

400 A 1*

200 4+ +10

0 + + + + 0
o 500 1000 1500 2000 2500
Private Income ($)
|—So\e parent- 1 dependant - Disposable Income - Mew Palicy —— Sole parent- 1 dependant - ETR - New Palicy
W 4 » W[\ ETR-Multi Famiies Mo, 1 ,ETR & Disp Inc Graph No. 2 4 ETR &Disp Inc Graph o, 14 _graph /
Ready UM A
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You can go back to your Create Graphs dialog box by selecting the
ETR Charts... item under the Tools menu. Choose the graphs that you
want to create, click on OK and the extra graphs will be produced.

The Graphical Analysis output also gives you the data undetlying the
graphs so that you can create your own graphs if a predefined graph
of the type required does not exist. If you want to access the data
immediately, check the View Data Output box in Create Graphs dialog
box. Alternatively, click on the _graph tab at the bottom of the Excel
sheet.

Once you have finished creating the graphs, close Excel and return to
the ETR model.

Note Some organisations may have their computer network set up in a
particular way, which may prevent the graphs from being created and
error messages will be generated. If this occurs, please contact user
support at NATSEM on (02) 6201 2790.

_151x
Bd] File Edit View Insert Format Tooks Chart Window Help Typeaquestionforhelp  ~ _ & X
DBHRSSRIPE| & bR-F|9-0-18=-2iGe el asmaca S| @ 9@ B
antal -0~ | B I U = BE|$ % » S %8 % = - -A-H
Value () axis = #

Comparison of ETR's across families
100 o
a0 4
60 4
4+
60 4
= |
=
a0 4
30 4+
20 4
10 <
0 , , , ,
o 500 1000 1500 2000 2500 3000
Private Income ($)
— Couple- Reference Warking- 1 dependant - ETR - New Policy —— Sole parent- 1 dependant - ETR - New Palicy
W 4 » M[NETR - Multi Famiilies No. 1 ¢/ ETR &Disp Inc Graph Ha. 2 £ ETR &Disp Inc Graph Ha. 1 £ _araph /.

Ready
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Step 4: Comparing current and new policy

As indicated eatlier, you can use the ETR model to compare
outcomes under new and current policy. To see the differences in
output reports when this option is chosen, you need to run the
simulation for the same two families, this time choosing the compare
option.

Select OK in the reports screen to return to the Hypothetical Families
screen. The two families should still be listed in the Simulation
Family Types box. Select the Next button.

fAdd

Hemovel

Family Type List

fAiged pensioner couple- no dependants ﬂ
figed penzioner couple- no dependantz- rent pri
Couple- Both Working- 1 childcare dependant Yiew |
Couple- Both Horking- 1 dependant

Couple- Both HWorking- 1 dependant student
1
1

Couple- Both Working- 1 dependant student- ren Create
rl'rlnlp— Rnth Lk inn= r||=-n|=-nr|.-rni'— rent inn njj
4

Delete

i

Simulation Family Types

So0le parent- 1 dependant
Couple- Reference Working- 1 dependant

Cancel

i
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In the Family Incomes screen, check the Comparison of Current/New

Policy box. This time, choose the default income and increments

options.

Click on Run to start the simulation.

=]
EFile View Tools  Solutions  ‘Window  Help =121 x|
Increment
Unit of Increment Run
Humber of Increments

[v Compar izson of Current/New Policy

Cancel |

Starting Income and Proportion of Increment
Start Proportior Finizsh
Reference [ 0.00 ] [1.00] [ 2000 ]
Spouse [ 0,00 | [o.00 ] [a ]
Child 1 [0.00 ] [0.00] [0 ]
Child 2 [0.00 ] [0.00 ] [0 |
Child 3 [0.00 ] [0.00] [0 |
Child 4 [0.00 ] [0.00 ] [0 ]
Child 5 [0.00 ] [0.00] [0 |
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The types of report produced under the Compatison of
Cutrent/New Policy option are the same as the ones in the first
simulation when you did not choose the comparison option.
However, now the repotts for each family under the current policy are
followed by the reports for each family under the new policy.

The title for each family in the reports indicates whether the report is
for the current or the new policy, as shown below.

=18 x|

Family
Humber
Humber
Humber
Humber
Humber
Humber
Humber
Humber
Humber

Number
HNunher

Tear 2007-08 Model Run

RREA AR R R ARk R R R R R R R R R R R R R R R Rk R R R Rk R R kR R R Rk kR

FAMILY DETAILS: Couple- Reference Working- 1 dependant
Current Policy

Type

of Dependants under 16

of FaCS Dependants

of Student Dependants

of Dependants in LF

of Children in Formal Care
of Children in Informal Care
of Children figed 0

of Children figed 0 to 4

of Children fAiged 5 to 3

of Children figed 10 to 12
of Children fAned 13 0o 14

: Married with children

P SO SO0 000 ——

ETR Summary Incomes Graphical Hnalysisl 1].4 |
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B\ TIP

Comparison of Policy Options ll

Choosing the comparison option produces the most obvious
differences in options under the Graphical Analysis output. To see
the differences, select the Graphical Analysis button. Excel will then
start and the Comparison of Policy Options dialog box shown below
will be displayed.

The Comparison of Policy Options box creates graphs comparing
the ETRs and/or disposable incomes for each family under both the
current and the new policy. If you would like to create a graph
comparing the current and new ETRs for a family, check the ETR
box for that family.

Similarly, if you would like to create a graph comparing the level of
disposable income as the family’s private income increases under the

new and current policy, check the box marked Disp Inc.

If you would like to plot both the ETRs a#d the disposable incomes
for the family under the current policy and the new policy, check the
ETR & Disp Inc box.

You can select as many graphs for as many family types as you like.

Family Types Graph Tvpes
Couple- Reference Working- 1 dependant [~ ETR [ Disp Inc [~ ETR & Disp Inc
Sole parent- 1 dependant [~ ETR [T DispInc [~ ETR & Disp Inc

[ Wiew Oukpuk Daka

Cancel |
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To create a graph of disposable incomes under the new and current
policy for the couple family with one child and a graph of the ETRs
under new and current policy for the sole parent family, check the
Disp Inc box for the couple family and the ETR box for the sole
parent family.

Comparison of Policy Dptions
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Once you have selected the graphs you wish to create, click on OK
and the graphs will be generated. Again, you can view each one of the
graphs by clicking on the tabs along the bottom of the screen.

W TP If the disposable income line for the new policy is above the one for
the current policy, then over that range of family private income the
family is better off under the new policy and vice versa.

B3 Microsoft Excel - _graph.csx —1O] x|
E_] Eile Edit “iew Insert Format Tools  Chart  Window  Help
DEHRISISRIVE| S EBRE
arial -0 -/ B 7 O
Value (¥) axis = #

Type aquestionfarhelp  « o 8 X

& By g !

Couple- Reference Working- 1 dependant
1800 &
1600 4
1400
1200 4
1000

600 -

Disposable Income ($}

600 -

400 4+

200 4+

a + + + + + + + + + J

1) 200 400 B00 800 1000 1200 1400 1600 1800 2000
Private Income (§)

‘—Coup\e- Reference Waorking- 1 dependant - Disposable Incaome - Mew Policy —— Couple- Reference Working- 1 dependant - Disposable Income - Current Palicy

4 4 » b ﬂ ETR - Compare 1 },Disp Income-Compare 1 { _graph /

Ready

For the next case study, close Excel and return to the STINMOD
main menu screen by closing down each screen until the main menu
screen appears.
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Case study 3:
Analysing the STINMOD files

To produce your own tables from the STINMOD/06B outcomes
files, select Table generation on the Output menu of the main menu
bar and the Create a Tabular Report screen will be displayed.

It contains a graphical representation of your table and a number of
buttons that you use to specify the details of your table. In our
example you will produce a table that contains the average tax paid,
by family type and by decile of base family taxable income, under the
flat tax system.

Click on Datato Load to choose the STINMOD file or files that
contain the variables you want in a table.

8 coomesesenemes

]
i
]
i
]
i
]
i
]
i
]
i

+
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Click on Summary Base & Simulation Outcomes and then click on OK.
If you want variables from more than one file in a table, click on each
of the files that you want and then click on OK. The name of the
file(s) will now be on the Create a Tabular Report screen.

GO X|

Please make up to 7 Selections
Base Reference Outcomes
Baze Spouse Outcones
Baze Studentz Outcomes
Summary Base & Simulation Dutcomnes |
Simulation Reference Outcomes
Simulation Spouse Outcomes
Simulation Students Outcomes

DKl Eance]l
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O Create a Tabular Report

H coememes

Operating instructions

Click on Column Class to choose the column variable for the table.
Click on Family type and then click on OK.

Click on Row Class to choose the row variable for the table. Click on
Base decile taxable income - family and then click on OK.

Click on Analysis to choose the variable that you want to produce
statistics on. Click on Simulation tax paid ($pw) - family and then click
on OK.

You can also select one or more family types. In this case, use All (the
default).

The name of the variables and the family type(s) that you have
chosen for the table will now be on the Create a Tabular Report
screen as shown below.

+
i
1
i
]
i

H coememes
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Operating instructions

Click on Statistic to choose the statistics that apply to your analysis
variable. If you have not chosen an analysis variable, the statistic will

be Frequency Count.

Click on MEAN and then click on OK.

I Select Summary Statistics il

Select wp to 3 statistics

[T H Frequency Count
[~ suM Total
v MEAN fiverage

0K Cancel Help
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Operating instructions

Click on Customise to add some extra features to your table. Check
both Row Totals and Column Totals and then click on Titles and enter
a title for your table. Click on OK. Then click on Page Setup to see if
you ate happy with the page layout.

Make any changes that you want and then click OK in each screen to
return to the Create a Tabular Report screen.

B Customise Table EI

ARow Totals v
Column Totals v
Row Percentages -
Column Percentages [
DKl Titlesl Page Setupl Helpl Eancell

I Enter a title x|

Please enter up to two titles for your report

Flat Tax - Threshold $7,000, Marginal Rate 0.25

ﬂ Hesetl Cancel |
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Operating instructions

Now that you have specified your table, you can click on Run to

produce it. If you want to print the table, select Print on the File

menu. You can use the Scroll bar to look at a table that used more

than one screen. If you want to save your table as a text file select

Close on the File menu to return to the Create a Tabular Report

screen and click on Save Output.

72, SAS - [Results ¥iewer - CA\WINNT system32} tablerpt1.xls] =10l x|
[#) Fle Edit ¥iew Go Tools Solutions Window Help == x|
P26 - 3
A | B C ] E F | =
Flat Tax - Threshold $7000, D
| 1 |Marginal Rate 0.25
2
13| Family type All
| 4| marr no deps marr deps sole parent single
Simulation tax Simulation tax Simulation tax Simulation tax Simulation tax
5 paid ($pw) family | paid ($pw) family | paid ($pw) family | paid ($pw) family | paid ($pw) Ffamily
] MEAN MEAN MEAN MEAN MEAN
Base decile taxable 2235 1007 -005 03 -032
7 income - family
] One
9 Two 14 043 015 11 075
10 Three 575 533 023 934 514
11 Four 2128 523 1315 547 2474
12 Five 2281 £3.36 707 107 B9 7845
13 Six 50.84 13766 13087 16189 1422
14 Seven 15353 183.04 204.28 21453 19607
15 Eight 23531 263.24 281.52 23525 537
16 Nine 350.08 361.78 37541 33018 36023
17 Ten 54048 5312 56026 BB 61 66566
18 All 198.34 35847 5591 9534 1744
|<19< + H]tablerpt1 14l | »|JJ
| S ciminnTisystemaz [ 4
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Operating instructions

Return to the main menu screen by clicking on Cancel. You can now
run other simulations or, if you wish, you can exit STINMOD/06B
by selecting Exit on the File menu.
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Help desk

If you have problems with STINMOD/06B call
STINMOD/06B User Support
on (02) 6201 2790.

You can also send any inquires by fax, email or mail:
Fax: (02) 6201 2751
Email: stinmod@natsem.canberra.edu.au

Address: NATSEM, University of Canberra ACT 2601

Visit NATSEM’s website <http://www.natsem.canberra.edu.au> for
more information on STINMOD and the programs modelled.
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Government programs

This part of the user guide provides an overview of each of the major
government programs modelled in STINMOD/06B.

In the overview for each program we refer to payment rates and
thresholds. Most of these parameters can be changed in
STINMOD/06B. Consequently, the following sections also point

you to the relevant parameter screen in appendix A.

Please note that all the government payment rates given in the
following sections are our projections of average rates for the
financial year 2006-07. So they might be slightly different from the
actual average rates, which can only be known toward the end of the
financial year.

It must be emphasised that this section is intended to provide only a
brief introduction to government programs and that mote detailed
information is available from the relevant government departments.
Contact details are given in appendix G.

As described in part 1, the base data for STINMOD/06B is an
updated version of the Survey of Income and Housing Costs in 2002-
03 and 2003-04. In some cases the base data affect the way
government programs are simulated in STINMOD/06B.
Information about the modelling of programs in STINMOD/06B -
and about which government programs are not covered - is included
in each of the sections that follow. (For further detailed information

about the simulation of government programs, contact the help desk
for STINMOD.)

STINMOD/06B models both cutrent programs and possible policy
changes by applying the rules of government programs to each
individual in each family within STINMOD/06B. The model
calculates for each person in the family their entitlement to DVA
pensions and to FaCSIA pensions, allowances and family benefits;
their income tax and Medicare levy obligations; and, in the ETR
model, their Child Care Benefit entitlement and HECS liabilities.
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Government programs

Figure 1 provides an overview of the model including government
programs and the order in which they are simulated.

Figure 1: Overview of STINMOD/06B
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Government programs: DVA pensions

DVA pensions

There are four main pension programs administered by the
Department of Veterans’ Affairs.

The Service Pension may be paid to veterans on the grounds of age or
disability and to their eligible partners, widows and widowers. Service
Pension on the grounds of age is payable five years catlier than the
Age Pension (administered by the Department of Family,
Community Services and Indigenous Affairs). This means it may be
paid to a male veteran who is aged 60 or more and a female veteran
aged 57.5 or more. The Service Pension may also be paid on the
grounds of invalidity to veterans of any age. The income and assets
tests and payment rates for the Service Pension are generally the
same as for the Age Pension (administered by the Department of
Family, Community Services and Indigenous Affairs). A recipient of
a partner Service Pension must be 50 years or over. Widows or
widowers who were receiving a partner Service Pension prior to the
death of their partner remain eligible for partner Service Pension.

The Service Pension is generally taxable; the exceptions are invalidity
Service Pension, which is not taxable until the person reaches Age
Pension age, and partner Service Pension received by the partner of
an invalidity Service Pensioner, which is not taxable until the veteran
or partner reaches pension age.

The War Disability Pension is paid to a veteran who suffers from an
injury or disease caused or aggravated by war service. This pension is
not income tested and is not taxable.

The War Disability Pension is paid at different levels according to the
level of incapacity. The General Disability Rate is paid to veterans with
substantial incapacity. It can be paid at fractional levels in 10 per cent
bands (for example, 10, 20 or 100 per cent). The Extreme Disablement
Adjustment, which is 150 per cent of the maximum General Disability
Rate, is paid to those with higher levels of impairment. The Inzermediate
Disability Rate is paid to veterans who are unable to undertake
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employment for more than 20 hours a week. The Special Disability Rate

is paid to totally and permanently incapacitated veterans.

Recipients of the War Disability Pension can also receive Service
Pension. If they do not, they may be eligible for a FaCSIA pension.

The War Widow(er)’s Pension is paid to compensate widowed partners
and dependants of veterans who have died as a result of war or
eligible defence service. The pension consists of an indexed
component of $538.04 a fortnight and a non-indexed component of
$25 a fortnight - a total of $563.04 a fortnight. This pension is not
income or asset tested and is not taxable.

Income Support Supplement is paid to War Widow(er)’s Pensioners (not
receiving an Age or Invalid Service Pension) who meet the eligibility
requirements for a FaCSIA pension. Income Support Supplement
replaced the ceiling rate FaCSIA pensions previously paid to war
widow(er)s and allows them to receive all their payments from DVA.
The maximum amount of Income Support Supplement is $3975.02 a
year.

Service Pensioners who rent privately may be eligible for Rent
Assistance, subject to minimum rent limits. This is paid under the
same conditions as for FaCSIA pensioners (see below). An additional
income test applies to War Disability and War Widow(er)’s
Pensioners. For income above the free area of $128 a fortnight for
single pensioners and $114 a fortnight for married pensioners, Rent
Assistance is reduced by 40 cents in the dollar.

The Pharmaceutical Allowance is payable to Service Pensioners, Wat
Disability Pensioners and War Widow(er)’s Pensioners.

Defence Force Income Support Allowance (DFISA) is payable by DVA to
those veterans whose social security income support payment is
reduced or not payable when the adjusted disability pension is
included in the income test. DFISA is the difference between a
person’s rate of income support payment and what the payment
would be if adjusted disability pension were exempted from the
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assessment. DFISA payments may be taxable or non-taxable; the
taxable status of DFISA is the same as the taxable status of the

income support payment for which the person is eligible.

DVA pensions and STINMOD/06B

Whether or not people said they received a DVA pension in the
Survey of Income and Housing Costs was used to determine whether
they were eligible in STINMOD/06B. The degree of incapacity for
the War Disability Pension was imputed based on the amount of War
Disability Pension the people said they received in the SIHC.

Average payment rates in 2006-067 and the special Rent Assistance
income free areas and withdrawal rate are shown in appendix A,

page 172. The Service Pension does not appear in the DVA
parameter screen; the amount of this payment and the income test
are the same as those for FaCSIA pensions and they are automatically
varied when the FaCSIA parameters are varied, using the parameter
screen shown in appendix A, page 160.

DVA payments that have not been included in STINMOD /0GB are:
¢ Orphan’s Pension

* Dental benefits

* Travel allowances

*  Accommodation and meal allowances

*  Education allowances, and

* General assistance allowances.

War Disability Pensioners can choose to have their Age Pension paid
by DVA. However, STINMOD/06B does not model Age
Pensioners who receive their payment through DVA. All Age
Pensioners receive their payment through FaCSIA.

The Service Pension on the grounds of age is payable to women aged
57.5 or over (after January 2004), and this is the same age cut-off
used for the period of the 2003-04 Survey of Income and Housing
Costs. STINMOD/06B does not age the individuals in the base file,
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so eligibility is based on age at the time of the survey. Women aged
57 years or older are considered to be of Service Pension age in
STINMOD. STINMOD does not include ages in half years but
eligibility based on reported receipt of Service Pension in the survey
ensures that the difference between those aged 57 and 57.5 is
accounted for.

FaCSIA programs

The three major types of Department of Family, Community Services
and Indigenous Affairs (FaCSIA) payments are pensions, allowances
and family benefits.

Pensions

The Age Pension may be paid to men aged 65 and over and women

aged 62.5 and over who meet residence qualifications.

The Disability Support Pension may be paid to those who are unable to
work at least 30 hours per week (or undertake training that would
enable them to work at least 30 hours per week) because of a serious
health problem or disability lasting two or more years. At the time of
applying, the person must be aged at least 16 and under Age Pension
age, and an Australian resident.

The rate of the Disability Support Pension for single people under 21
with no children is different from other pension rates. For these
people, the rate of payment is based on Youth Allowance rates. A
Youth Disability Supplement of $96.5 a fortnight is also payable to this

group.

The Wife Pension is paid to wives of Age Pensioners and Disability
Support Pensioners who are ineligible for any other pension or
allowance in their own right. Since July 1995 no new Wife Pension
grants have been made. Women who received the Wife Pension prior
to this date continue to be eligible.
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The Carer Payment is an income support payment for carers who,
because of the demands of their caring role, are unable to support
themselves through work. To receive the Carer Payment, the carer
must be an Australian citizen or have permanent residence and not
be in receipt of another FaCSIA pension, benefit or DVA pension.
They must be providing full-time care. Generally, the person being
cared for must be receiving a social security payment.

The Parenting Payment (Unpartnered) (formetly Sole Parent Pension)
may be paid to single parents of children aged less than 16 years.

The maximum payment rate in 2006-07 for single pensioners is
$513.04 a fortnight. Pensioner couples each receive $428.42 a
fortnight — that is a combined payment of $856.84 a fortnight (see
Base Pension in the FaCSIA Pensions parameter screen in

appendix A, page 160.)

All of the above FaCSIA pensions are both income and asset tested
(except for permanently blind Disability Support Pensioners). For
couples, income tests apply to their combined income. Single
pensioners may receive up to $128 a fortnight in private income
without any reduction in their pension. This is often known as the
‘free area’. (In the FaCSIA Pensions parameter screen this is called
Income limit Step 2). Couples have a combined free area of $228.
For pensioners with children, this income limit is increased by a
further $24.60 a fortnight per child (Extra income for dependants in
the Pensions parameter screen).

Once private income exceeds this level, pension payments are
reduced by 40 cents for each dollar of income above the free area.
(This taper rate is called Reduction for Excess Income Step 2 in the
FaCSIA Pensions parameter screen.) Maintenance income is not
included as part of private income.

The assets test compares assets against a threshold that varies with
the person’s situation. For every $1000 of assets above the threshold,
a pension is reduced by $3 a fortnight. The pensions determined after
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income and assets tests are applied are then compared and the lesser

amount is the pension entitlement.

Pensioners also receive a Pharmaceutical Allowance of $5.80 a
fortnight for singles and $2.90 each for couples, which is income
tested as part of the pension. (See Pharm Allowance in the FaCSIA
Pensions parameter screen.)

Pensioners renting privately may receive Rent Assistance. For single
pensioners without children, this is paid at a maximum rate of
$102.58 a fortnight (Maximum Rent Assistance in the FaCSIA Rent
Assistance parameter screen in appendix A, page 164). Before Rent
Assistance becomes payable, a minimum amount of rent must be
paid (Minimum Rent Paid in the parameter screen). For example, this
1s $91.37 a fortnight for single people without children. Above this
threshold, Rent Assistance is paid at the rate of 75 cents for each
dollar of rent above the threshold up to the maximum rent
assistance. (This is the Rent Ratio Paid parameter.)

All FaCSIA pensions are taxable, with the exception of the Disability
Support Pension, the Carer Payment and the Wife Pension paid to
people under Age Pension age. Rent Assistance and the
Pharmaceutical Allowance are not taxable.

In the May 2005 budget, the government announced several changes
to the welfare payments under the Welfare to Work package, which is
to be applied from 2006-07 financial year to Sole Parents and People
with Disabilities. Those sole parents who apply for income support
after 1 July 2006 and have a child aged less than eight years will still
be eligible to receive PPS. However, as soon as their youngest child
turns eight, they will be transferred to Newstart Allowance (NSA).
Those whose youngest child is aged eight years or more at the time
of application will be placed straight onto NSA. Regarding people
with disabilities, who apply for income support after 1 July 2006 who
are assessed by the new ‘comprehensive work capacity assessment’ as
being able to work 15 to 29 hours per week will be placed on NSA or
Youth Allowance. For these additional NSA recipients,
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Pharmaceutical Allowance is payable besides the standard NSA

payments.

FaCSIA pensions and STINMOD/06B

All of the above payment rates and income tests are included within
STINMOD/06B and are parameters that can be changed. In
addition, a second income test threshold and taper rate can be added
if the user wishes. Furthermore, users can also change the minimum
age of the child on which the Sole Parents are considered to be
transferred from receiving Parenting Payment Single to Newstart
Allowance.

The Age Pension is payable to women aged 62.5 or over (after
January 2004), and this is the same age cut-off for the period of the
2003-04 survey. STINMOD/06B does not age the individuals in the
base file, so eligibility is based on age at the time of the survey.
Women aged 62 years or older are considered to be of Age Pension
age in STINMOD. STINMOD does not include ages in half years
but eligibility based on reported receipt of Age Pension in the survey
ensures that the difference between those aged 62 and 62.5 is
accounted for.

Many of the characteristics necessary to accurately model some of
these pensions are not in the Survey of Income and Housing Costs.
For example, there is no way of determining the degree of disability,
so that receipt of Disability Support Pension cannot be directly
imputed. Consequently, for most pensions, only those persons who
reported receiving a particular type of pension in the 2002-03 or
2003-04 survey are deemed to be eligible for that type of pension in
STINMOD. The only exception is Parenting Payment (Unpartnered)
for which eligibility is imputed on the basis of family characteristics.

Once eligibility has been determined, the relevant income test is
applied to determine whether the person receives a payment.

Assets tests are not simulated in STINMOD/06B, because of the
lack of assets data in the Survey of Income and Housing Costs.
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While the phasing out of Wife Pension has not been explicitly
modelled in STINMOD/06B, the smaller number of people
expected to receive this payment in future years has been taken into
account in the static ageing of the base data.

The Blind Disability Support Pension, Bereavement Allowance,
Widow B Pension, Employment Entry Payment and Education
Entry Payment are not modelled in STINMOD.

Allowances

Adult allowances

The Newstart Allowance is paid to those aged 21 or over who are
registered as unemployed and satisfy an activity test. As seen above,
the sole parents and people with disabilities who meet certain
conditions as specified under the welfare-to-work proposal are also
put under this payment.

A Sickness Allowance may be paid to people who are employed and
aged 21 or over and temporarily unable to work in their usual job due
to a disability, illness or injury.

The Partner Allowance is paid to the partners of qualifying pension and
allowance recipients where they have no entitlement to another
payment in their own right. The person must have been born on or
before 1 July 1955, have no children aged under 16 and have no
recent workforce experience. No new claims for Partner Allowance
have been granted since 20 September 2003.

The Parenting Payment (Partnered) is paid to the low income partners of
couples with children aged under 16 years of age. Some DVA and
FaCSIA pensioners will also qualify for the Parenting Payment. A
person receiving the Parenting Payment (Partnered) cannot receive

another allowance (such as Newstart) at the same time.
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A Special Benefit is paid to people in financial hardship with no other
means of support. Payment rates are generally the same as for
Newstart Allowance or Youth Allowance.

The Mature Age Allowance is paid to unemployed people aged 60 or
over but less than Age Pension age and who have been in receipt of a
FaCSIA or DVA income support payment. There is no activity test
for this payment. No new claims for Mature Age Allowance have
been granted since 20 September 2003.

The Widow Allowance is paid to women aged 50 or over with no recent
workforce experience who have been widowed, divorced or
separated since turning 40 and are not a member of a couple.

As shown in the Adult Allowance parameter screen in appendix A,
page 161, the base allowance (Base Allow.) paid varies by age, marital
status and number of dependents. For example, a single person aged
21 or over with no children is eligible for up to $418.98 a fortnight
while a member of a couple may receive up to $378.05 a fortnight.

There are two allowance income tests — a personal income test and

a partner income test.

The personal income test assesses only the private income of the
individual receiving the payment and affects only their payment (even
in the case of couples).

Allowees can receive up to $62 a fortnight in non-social security
income without any effect on their allowance payments (called
Income limit Step 1 in the parameter screen). For income between
this $62 threshold and $250 a fortnight, the allowance is reduced by
50 cents for each extra dollar of non-social security income (the
Reduction for Excess Income Step 1 parameter). Once private
income exceeds $250 a fortnight (Income limit Step 2), the allowance
is reduced by 60 cents in the dollar (Reduction for Excess Income
Step 2) until all of the allowance is exhausted. For people receiving
Parenting Payment (Partnered) the second income threshold is also

$250 a fortnight.
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The income test for recipients of the Special Benefit is different, with
no income-free area and the benefit reduced by one dollar for each
one dollar of income.

The partner income fest for allowances applies to people who are
married or in a de facto relationship. If the partner of an allowee
receives a FaCSIA pension or allowance there is no effect on the
allowance of the person. However, if the partner of an allowee does
not receive a FaCSIA payment, any earned income of the partner
above the threshold reduces the allowee’s entitlement. It is through
this income test that one partner’s income can affect the other
partner’s payment. However, an earning partner’s income can reduce
their partner’s payment only once they have had their own

entitlement to an allowance removed by the personal income test.

The reduction in the person’s allowance is at the rate of 60 cents for
each dollar of fortnightly private income that their partner earns over
the applicable threshold. This is the Reduction for Excess Income in
the Partner Income Test parameter screen in appendix A, page 163.
The thresholds are determined dynamically based on the personal
income level where the allowance is reduced to zero.

Maintenance income is not counted as income for the purposes of

the allowance income test.

Allowees with no dependent children and renting privately may be
eligible for Rent Assistance. This is paid under the same conditions as
for pensioners. Rent Assistance for families with children is usually
paid with Family Tax Benefit.

Sickness Allowance recipients may also receive the Pharmaceutical
Allowance. All allowances except Rent Assistance and the
Pharmaceutical Allowance are taxable.
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Youth Allowance

Youth Allowance is paid to young people aged 16—24 and studying full-
time or aged 16-20 and looking for work full-time or doing other
approved activities such as training and volunteer work.

To receive Youth Allowance young people must satisfy an activity
test by studying full-time in an approved course or training, job
searching, or studying part-time and working part-time or doing any
other approved activity.

Payment rates depend on age, marital status and number of
dependants. Higher rates of payment are available for young people
who live away from home. A single person aged under 18, without
children and living at home is eligible for up to $186.82 a fortnight
while a single person living away from home or a partnered Youth
Allowee without children is eligible for up to $341.34 a fortnight.
This is Base Allow in the Youth Allowance parameter screens in
appendix A, page 162. The maximum payment rates are currently the
same for full-time students and unemployed youth.

Youth Allowance is subject to income and assets tests. All Youth
Allowees must satisfy a personal income test. If they are married they
must satisfy a partner income test. If they are not married but are
considered to be ‘dependent’, they must also satisfy a parental income
test. A Family Actual Means Test may also apply to dependent Youth
Allowees whose parents are self-employed or receive substantial
income from overseas.

Full-time students have a personal income-free area of $236 a
fortnight. For personal income above that level, Youth Allowance
reduces by 50 cents for each dollar received. For income greater than
$316, Youth Allowance is reduced by 60 cents in the dollar until the
allowance is reduced to zero. (See Income limit Step 1 and Step 2 and
Reduction for Excess Income Step 1 and Step 2 in the full-time
students parameter screen in appendix A, page 162.) Full-time
students can accumulate up to $6000 of any unused portion of their
fortnightly income-free area. These income bank credits can be used
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to offset any income earned that exceeds the fortnightly income-free
area.

Unemployed youth have a personal income-free area of $62 a
fortnight. The taper rate is 50 cents in the dollar for income up to
$250 a fortnight and 60 cents in the dollar for income above that.
(See Income limit Step 1 and Step 2 and Reduction for Excess
Income Step 1 and Step 2 in the unemployed/training/part-time
students parameter screen in appendix A, page 162).

Parental income does not reduce a Youth Allowance payment if the
parent(s) receive an income support payment or combined parental
income is less than $30 120 a year. (This is Annual Income Limit in
the Parental Income Test parameter screen in appendix A, page 163).
This threshold increases by between $1230 and $3792 for dependent
children in the family (Income limit Increase for Dependants). To be
considered a dependent child for parental income test purposes, a
sibling of the Youth Allowee must have annual income less than
$8717.29. (This is Child Earnings Limit in the Parental Income Test
parameter screen). Youth Allowance payments are reduced by 25
cents for every dollar of parental income above the threshold. This is
the Reduction for Excess Income in the parameter screen.

For partnered Youth Allowees, partner income that exceeds the cut-
off point reduces the fortnightly allowance by 60 cents in the dollar.
This is the same as for adult allowances and is applied only if the

partner is not in receipt of an income support payment.

A family assets test applies for the dependent Youth Allowees. A
personal assets test applies for the independent Youth Allowees.

Rent Assistance may be paid to single people without children who
get the away-from-home rate of Youth Allowance.

Youth Allowance is taxable, but Rent Assistance is not.

A Pensioner Education Supplement is payable to certain recipients of
FaCSIA and DVA income support payments who are studying. This
is paid at the rate of $62.40 a fortnight (Pension Education
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Supplement in the full-time students parameter screen). The

supplement is not taxable and no income or assets test applies.

Austudy is paid to people aged 25 or over who are undertaking
qualifying study. The rates of payment are the same as for Youth
Allowance.

FaCSIA allowances and STINMOD/06B

As for pensions, characteristics necessary to accurately model some
of these allowances are not in the SIHC. For example, there is no
way of determining the health status of individuals in the SIHC, so
that receipt of the Sickness Allowance cannot be imputed from
scratch. Thus, for most payments, receipt of the payment on the base
file is used to determine eligibility in STINMOD. The income test is
then applied to determine their entitlement.

For the Special Benefit, Newstart, Mature Age Allowance, Youth
Allowance, Widow Allowance and Sickness Allowance, only those
who said they received these payments in the SIHC are eligible to
receive them in STINMOD. However, the transfer of those who fall
under the Welfare to Work package, to Newstart is determined based
on family characteristics.

For other payments, eligibility is based on family characteristics.
Eligibility for the Parenting Payment (Partnered) is determined based
on the presence of children and for the Partner Allowance eligibility is

based on the allowance status of the members of a couple.

Once eligibility has been determined, the relevant income test(s) are
applied to determine whether the person receives a payment.

Because of the lack of assets data in the STHC, assets tests are not

simulated in STINMOD.

For Youth Allowance, the age of independence can be specified for
full-time and non-full-time students in the relevant screen. For the

parental income test, the increase in the income threshold for more
than one tertiary student getting the living-away-from-home rate of
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the Youth Allowance is not included as in STINMOD there can be
only one away-from-home student in the family. Note, however, that
neither the student income bank nor the Family Actual Means Test
are modelled in STINMOD/06B because the necessaty data is not
available in the SIHC.

While the phasing out of the Mature Age Allowance and Partner
Allowance has not been explicitly modelled in STINMOD/06B, the
smaller number of people expected to receive this payment in future

years has been taken into account in the static ageing of the base data.

The Carer Allowance, Mobility Allowance, Employment Entry
Payment, Education Entry Payment, Assistance for Isolated
Children, ABSTUDY, Community Development Employment
Project (CDEP) Participant Supplement, and Remote Area
Allowance are not modelled in STINMOD/06B.

Family assistance

In addition to the Parenting Payment, four payments help families
with the cost of raising children — Family Tax Benefit Part A,
Family Tax Benefit Part B, Maternity Payment and Child Care
Benefit (which is explained later in this guide).

The Family Tax Benefit Part A (FIB (A)) is paid to the parents of
dependent children up to 20 years of age, and for dependent full-time
students up to the age of 24 (who are not receiving Youth Allowance).

FTB(A) has a two-tier structure with a maximum rate and a base rate.
These rates vary according to the age of the child. (See Rate of
Benefit in the FTB(A) parameter screen in appendix A, page 165).
The maximum rate of FTB(A) for a child aged under 13 is $4317.95 a
year. For a child aged 13-15 it is $5332.65 a year. The base rate for
children under 16 is $1828.65 a year. For students aged 16 and over,
the maximum and base rates are the same. For 1617 year olds this is
$1828.65 a year and for 18-24 year olds it is $2237.45 a year. All
these rates have included the FTB(A) Supplement of $646.05 per
child.
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Figure 2 illustrates the structure of FTB(A) with thresholds and
payment rates for a family with one child aged under 13.

Figure 2: Structure of FTB(A) — family with one child aged under 13
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Family income

The maximum rate of FIB (A) is paid to families that receive a
FaCSIA pension, benefit or allowance or DVA pension or have an
adjusted taxable income of $40 000 or less a year. (This is Income
Limit 1st child for maximum rate in the parameter screen.) Adjusted
taxable income is the sum of taxable income, the value of net rental
property losses, certain employer provided fringe benefits, foreign

income and tax-free pensions and benefits.

Payments are reduced by 20 cents for each dollar of adjusted taxable
income above $40 000 until the base rate is reached. (This is
Reduction for Excess Income Taper for maximum rate.) The base
rate of FTB(A) is paid until family income reaches $88 622 a year.
This is Income Limit 1st child for base rate. The threshold is

increased by $3504 (Increase in income limit for extra dependants)
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for each child after the first. Payments are then reduced by 30 cents
in every dollar over that amount until the payment reaches zero.
(This is Reduction for Excess Income Taper for base rate).

To receive any FTB(A) the maximum income levels in 2006-07 are
$94 718 a year for families with one dependent child under 18 and
$96 081 a year for a family with one dependant aged between 18 and
24 years.

These thresholds are increased by $9599 for each additional
dependent child under 18 and $10 962 for each additional dependant
aged 18-24 years.

A maintenance income test may also apply to families that receive
more than the base rate of FTB(A). Maintenance income over the
maintenance income-free area reduces FTB(A) by 50 cents in the
dollar until the base rate of FTB(A) is reached. The maintenance
income test is applied before the standard income test is applied. For
these parameters, see the Maintenance Income Test parameter screen

in appendix A, page 167.

Families receiving FTB(A) may also be entitled to a Large Family
Supplement of $255.5 (see FITB(A) parameter screen) for the third and
subsequent children and Multiple Birth Allowance for multiple births of
three or more children.

The Maternity Payment is a lump sum payment of $4081.19 (see
FTB(A) parameter screen) provided to families from July 2004
following the birth of a child. It is not income tested. It replaces the
Maternity Allowance which was only paid to those receiving FTB(A).

The Family Tax Benefit Part B (FIB(B)) gives extra assistance to single
income families including sole parents. It is payable to families with a
child aged under 16 or a full-time student aged 16-18.

The rate of FTB(B) varies according to the age of the youngest child.
The maximum rate of payment for a family with a child under 5 is
$3467.5 a year, while for older children the rate is $2511.20 a yeat,
both inclusive of the FTB part B Supplement, which is $313.9 per
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family. These are the Maximum Rates of Payment in the FTB(B)
parameter screen in appendix A, page 166.

The maximum FTB(B) is payable to couples if the secondary earner’s
income is less than $4234 a year (Secondary Earners Income
Threshold). Payments are reduced by 20 cents for every dollar of
income above this level (Payment Reduction for excess Income). The

primaty income eatner’s income is not taken into account.

Families are entitled to some FTB(B) if the secondary earnet’s
income is below $21 572 a year if the youngest child is under 5 years
of age and $16 790 a year for older children.

Sole parents receive the maximum FIB(B) no matter what their
income.

There is no assets test on family benefits.

FTB(A) and FTB(B) can be received fortnightly from FaCSIA or as a
lump sum paid through the tax system.

Rent Assistance may be paid as part of FTB(A) for people with
children who are renting privately. For recipients with one or two
children, this is paid at a maximum rate of $121.24 a fortnight
(Maximum Rent Assistance in the Rent Assistance parameter screen
in appendix A, page 164). For those with three or more children, the
maximum fortnightly rate is $137.06. Before Rent Assistance
becomes payable, a minimum amount of rent must be paid (for
example, $178.78 a fortnight for couples with one or two children).
This is Minimum Rent Paid in the parameter screen. Above this
threshold, Rent Assistance is paid at the rate of 75 cents for each
dollar of rent above the threshold. (This is the Rent Ratio Paid
parameter).

Family Assistance and STINMOD/06B

In STINMOD/06B the base rate of FTB(A) for children aged 13-15
is linked to the base rate for children under 13. Similarly, as the base
and maximum rates of payment for students aged 16 and over are the
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same, when you change the maximum rate, the base rate

automatically changes.

For 16-20 year old dependants and 21-24 year old student
dependants, STINMOD/06B calculates the rate of Youth Allowance
for each student and compares this with the rate of FTB(A) and (B).
Where the rate of FTB is greater than Youth Allowance, the family is
deemed not to receive Youth Allowance and receives FIB for that
dependant instead.

From 2004-05, Maternity Payment is paid universally without income
and asset tests.

Families in STINMOD/06B that receive the Maternity Payment have
the payment converted from a one-off annual figure to a weekly rate.

STINMOD/06B does not simulate the following family payments:
* Maternity Immunisation Allowance

*  Double Orphan Pension

*  Multiple Birth Allowance.

Because FTB can be paid as a fortnightly payment through FaCSIA
ot as a lump sum through the ATO, STINMOD/06B allows users to
specify the proportion paid through FaCSIA (see the FTB(B)
parameter screen) and thereby estimate the effects on the portfolio

costs and revenues.

Child Care Benefit

The Child Care Benefit (CCB) is a subsidy available to families with
children in childcare. The benefit is available for approved formal
childcare services such as long day care, family day care or outside
school hours care, or for informal care with registered carers. The
CCB does not necessarily cover the full cost of childcare and any cost
over the entitlement must be paid by the family.

Child Care Benefit parameters vary with the type of care, number of
hours in that type of care, and ages of the children in care. All school
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age children in care have the school age parameters applied to them,
regardless of the type of care they attend.

The CCB is income-tested. The amount of subsidy per child depends
on the adjusted taxable income of the parents (taxable income with
adjustments for rental losses, some non-taxable pensions and benefits
and child maintenance expenditure). Families receiving a social
security benefit or pension or a DVA pension or with incomes below
$34 310 are eligible for the maximum CCB. This threshold is
equivalent to the income cut-off for the maximum FTB(A). For
incomes above $34 310 the subsidy is gradually reduced by taper rates
that vary by income level and number of children. The upper tapetr
rate is applied to income above $80 088. (The upper and lower
income thresholds are referred to as Low thres and Up thres in the
Child Care Benefit parameter screens in appendix A, pages 173 to
174. The taper rates ate called Low Taper Rate and Up Taper Rate.)

The reduction in the subsidy continues until the minimum rate of the
CCB ($0.497 an hour) is reached. The minimum rate is not income
tested. (The level of income at which the minimum rate of CCB is
achieved is called Inc Cutout, which is calculated automatically in the
parameter screens based on the other variables.)

Currently, family income is not adjusted according to the number of
dependants in the family. However, if you wish to reduce a family’s
calculated income level for each dependent child in the family, simply
type the amount of the weekly deduction under the Child Dedn
heading.

Families with multiple children in the same type of care receive a
loading on the maximum benefit payable (Mult Child Load). For
example, a family with one child under school age in long day care
would receive up to $148 a week (50 hours * $2.96 an hour), while a
family with two children under school age in the same type of care
would receive up to $309.35 a week (50 hours * $2.96 an hour * 2
children + $13.35 loading for 2 children). Under current policy Long
Day Care, Family Day Care and Outside School Hours Care are
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treated as the same type of care for the Multiple Child Loading.
However, if different rates and percentages are specified for each
type of care, the Multiple Child Loading will apply separately to the
number of children in each type of care.

The CCB for formal care is calculated as a percentage of the
maximum benefit that a family is entitled to. The CCB percentage
applicable to the family depends on the number of children the
family has in approved care and the level of their family-adjusted
taxable income. Currently, the CCB percentage and parameters for all
three types of formal care are based on the parameters for Long Day
Care. Under this situation changes to Long Day Care parameters
apply automatically to Family Day Care and School Age Care
parameters and you cannot change the Family Day Care and School
Age Care parameters directly.

If you want the percentage or parameters to be specific to the type of
care (that is, different percentages or parameters for Long Day Care,
Family Day Care and School Age Care), simply change the Link
CCB% with LDC variable from Y to N. You are then able to change
parameters on the Family Day Care and School Age Care screens.

A subsidy of up to $2.96 an hour per child is provided for families
with children under school age in Family Day or Long Day Care (the
Hour Rate parameter). For families with school age children in paid
childcare, the subsidy is currently up to $2.52 an hour per child. This
1s 85 per cent of the Long Day Care subsidy and is calculated
automatically. This percentage, and hence the school child houtly
rate, can be varied by changing the School child reduction parameter

in the School Age Care parameter screen.

Loadings on these maximum subsidy rates are paid to families with
children in part-time Long Day or Family Day Cate or in Family Day
Care outside standard hours. For example, a family with a child in
Long Day Care for less than 34 hours a week will receive a loading of
10 per cent. The maximum loadings on the standard hourly rate paid
for part-time and non-standard hours are given by the parameter
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Part-time loading. This maximum loading is payable for hours of care
less than the parameter PT hrs — max loading to. For Long Day Care
the loading decreases by 2 percent for each extra hour of care
between 33 hours and 38 hours. This value is given by the parameter
Load redn for each extra hr.

For informal care the CCB is not income tested and is available at the
minimum rate (on an houtly basis). In STINMOD/06B the Houtly
rate for informal care is linked to the Min Rate paid for 1 child in a
Long Day Care centre ($0.497 an hour).

Each family may claim for up to 50 hours of care per week for each
child (given by the Ceiling hours parameter). Eligibility for the CCB is
workforce tested so that, if the parents are not either working or
studying, the maximum number of hours for which they can claim the
CCB is 20 hours (the Max hrs non-work care variable). If you wish to
determine the effects of removing the workforce test, change the value
of the Workforce Test vatiable from Y to N.

Child Care Benefit and STINMOD/06B

Only the STINMOD effective tax rates model models the Child Care
Benefit. The ETR model allows for up to five children in a family
and each of those children can be in up to two different types of paid
childcare. You can choose from Family Day Care, Long Day Care,
Outside School Hours Care, Non-Standard Hours in Family Day
Care, and Informal Care.

Under current policy, parameters can be varied on only the Long Day
Care Under School Age Care screen. If the types of care ate to be
treated separately you can specify parameters separately for Long Day
Centre Under School Age Care, Family Day Under School Age Care
and School Age Care by changing the Link CCB% with LDC
parameter to N. By doing this, for each of the three types you can
vary parameters according to the number of children in care.
Informal Care parameters are automatically linked to the Long Day
Care parameters.
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Income tax, tax offsets and
Medicare levy

Both income tax and the Medicare levy are levied on the individual.
However, the nature of the income unit or family to which the
individual belongs — and the incomes of others in the family —

affect the amount of tax and Medicare levy paid.

Income tax

Income tax is levied on the taxable income of individuals. The first
step is to add together all those components of an individual’s
income that are taxable. Not all government cash transfers are taxable
(for example, the Family Tax Benefit Parts A and B — see appendix F
for more detail), and neither is all private income (for example,
maintenance income). The sum of the taxable components, net of
business and rental income expenses, is called total assessable

income.

The second step is to subtract allowable deductions from total
assessable income. Deductions include trade union fees, work-related
expenses and charitable donations. Total assessable income minus

deductions gives ‘axable income.

The income tax scales are a series of steps, with marginal tax rates
applying to taxable income above each of those steps. The tax
threshold in 2006-07 is $6000 a year, which means that no income tax
is paid until income exceeds this threshold (see Income Tax Scales

parameter screen in appendix A, page 169).

The marginal tax rate applying between this $6000 threshold and the
next tax step ($25 000) is 15 per cent.

Marginal tax rates simply are the amount of each extra dollar of
income that must be paid in income tax. Thus, the marginal tax rate
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of 0.15 means that 15 cents must be paid in tax for each dollar of
income between $6000 and $25 000.

There are currently five steps and five marginal tax rates in the
Australian income tax system. The top step is $150 000 and the top
marginal tax rate is 45 cents, so those with incomes above $150 000
pay 45 cents tax on each dollar of income above $150 000. Note that
the steps change between 2005-06 and 2006-07 due to budget

amendments.

Franking credits

Dividend imputation was introduced in 1987. Before that date
companies would pay tax on their income and pay the dividend to
their shareholders from their net profit. The shareholders would then
have to pay tax on their dividend. In effect, the ATO was taxing the
money twice. Franking means that, if the company has paid tax at the
full corporate rate of 30 per cent, the sharecholders get a tax credit on
their dividends for the tax the company has already paid.

Some companies do not pay the full tax rate, in which case the
dividend payments are only partly franked.

Imputation or franking credit amounts are included in assessable
income. Once tax liability has been calculated the amount of the
imputation credit is deducted.

As an example, suppose you receive a fully franked dividend of $70.
This means that the company has paid tax of $30 on this dividend.
Your assessable income increases by $100. If your other income puts
you in the top marginal tax bracket, the combined income tax and
Medicare liability from this increase in income of $100 is $48.50.
However, the $30 imputation credit means that the net tax liability is
$18.50.

For people who are in lower marginal brackets, the imputation credit
means they can receive a refund of the imputation credits. For
example, if your income is $10 000 so that your marginal tax rate is
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15 per cent, the increase in assessable income of $100 would mean an
increased income tax and Medicare liability of $16.50. Therefore the
$30 imputation credit results in a tax refund of $13.50.

Tax offsets

After income tax liability has been calculated using the tax scales,
many taxpayers are entitled to tax offsets (previously referred to as
tax rebates by the ATO). These tax offsets are subtracted from a
person’s income tax liability but they cannot be used to reduce their
Medicare liability. Thus, an individual may pay no tax but still have a
Medicate levy liability.

There are many different tax offsets, some of which depend on

family structure and some of which are income tested.

A Pension Tax Offset may be payable to taxpayers receiving a taxable
FaCSIA or DVA pension. The purpose of this tax offset is to ensure
that pensioners can have certain levels of taxable income in addition
to their pension without being liable for tax. For instance, if a single
person receives the maximum rate of pension for a full year, their
annual pension income would be $13 339.04 ($513.04 pension a
fortnight * 26 fortnights). Even if they have no private income, their
taxable income would be $13 339.04. Given that income tax must be
paid on any taxable income over $6000 a year, this means that the
pensioner would incur an income tax liability. The Pension Tax
Offset is designed to offset this liability.

A Beneficiary Tax Offset may be payable to recipients of taxable
FaCSIA allowances. The purpose of the Beneficiary Tax Offset is to
ensure that a person who receives the maximum allowance
entitlement for the full year and has no other taxable income does not pay
tax for that year. If, for example, a single person receives the
maximum rate of the Newstart Allowance for a full year and has no
other income, their taxable income for the year will be $10 893.48
($418.98 a fortnight * 26 fortnights). The Beneficiary Tax Offset
covers the tax payable on this amount. Similarly, if a single person
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receives the maximum rate of the Newstart Allowance for three-
quarters of the year, their taxable allowance income will be $8379.6
($418.98 per fortnight * 20 fortnights). The Beneficiary Tax Offset
will be equal to the amount of tax payable on this amount, which is
$356.94 ((88379.6 - $6000)*0.15). However, if the single person
receives Newstart Allowance for only half of the year, their taxable
allowance income is $5446.74 ($418.98 a fortnight * 13 fortnights).
Given that the tax-free threshold is $6000, no income tax is payable
on this income and the Beneficiary Tax Offset will be zeto.

The Dependent Spouse Tax Offset is available to all taxpayers who have a
dependent spouse and #o dependent children. A child does not count as a
dependant if their separate net income exceeds $1786 a year (the
Dependency income limit for students parameter in the Tax Offsets
parameter screen in appendix A, page 170).

The maximum Dependent Spouse Tax Offset is $1658 a year (see
Dependent Spouse Tax Offset — No dependents in the Tax Offsets
parameter screen). This amount is reduced by 25 cents for each dollar
that the spouse’s Separate Net Income exceeds $282 a year (these are
the separate net income test withdrawal rate and threshold in the Tax
Offsets parameter screen). Separate net income is defined as gross
income (including private income from all sources and some social
security payments) less tax deductions.

The Low Income Tax Offset is provided to low income taxpayers. The
maximum amount of the tax offset is $600 a year (see Low Income
Tax Offset in the Tax Offsets parameter screen). The full tax offset is
payable if the taxpayer’s income is less than $25 000 a year (see
income test threshold). The tax offset is reduced by 4 cents for every
dollar of taxable income above this threshold (withdrawal rate in the

parameter screen).

The Senior Australian Tax Offset allows Senior Australians to earn a
certain level of income before they incur an income tax liability. The
maximum tax offset is $2230 for a single Senior Australian and $1602
for a married Senior Australian (these are the Senior Australian Tax
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Offset parameters in the Tax Offsets parameter screen). This tax
offset, combined with the Low Income Tax Offset, ensures that
Senior Australians who are single pay no income tax if their taxable
income is less than $24 867 a year and Senior Australians who are a
member of a couple pay no income tax if their combined taxable
income is less than $41 360. These thresholds are worked out
dynamically.

An individual is eligible for a Senior Australian Offset if they are of
Age Pension age (65 for males, 62.5 for females) or if they receive a
DVA Service Pension or a DVA War Widow(er)’s Pension and
Income Support Supplement and they are aged 60 or more for males
or 57.5 or more for females.

If the individual is a member of a couple, the combined taxable
income of the couple must also be less than $66 992 to be eligible for
the Senior Australian Tax Offset.

The Senior Australian Tax Offset is withdrawn by 12.5 cents for
every dollar of taxable income over the effective tax-free threshold.
This is the Withdrawal rate for Pension Tax Offset and Senior
Australian Tax Offset parameter in the Tax Offsets parameter screen.

Mature Age Worker Tax Offset is paid to mature age workers to
encourage and reward them for staying in the workforce. The
maximum tax offset for the 2006-07 financial year is $500. To be
eligible for this offset, the workers must be an Australian resident for
tax purposes; aged 55 or more; and have received net income from
working. The amount of the tax offset is phased in at 5 cents per
dollar of net income if the net income is less than $10 000. It is set at
the maximum amount of $500 if net income is between $10 000 and
$53 000; and is phased-out at 5 cents per dollar of net income for
income above $53 000.

Child Care Tax Offset is paid to parents who receive Child Care
Benefits, use approved child care; and meet Childcare Benefit
work/study/ training tests. The amount of the Child Care Tax Offset
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is 30 per cent of out-of-pocket child care expenses to a maximum of

$4000 per child per year.

Income tax and tax offsets and STINMOD/06B

The STINMOD/06B Income Tax Scales parameter screen allows
you to specify up to 10 tax steps and marginal rates (rather than the
five that exist under current policy). In addition, you can specify a flat
tax option quickly by clicking on the Flat Tax button.

Tax statistics have been used to impute deduction levels within
STINMOD/06B. The average level of deductions was calculated for
15 assessable income ranges.

An imputation credit is allocated to all those with income from
dividends as indicated in the SIHC. A set proportion of the person’s
total income from dividends is assumed to be fully franked and this
proportion is then given as a rebate, which is based on the company
tax rate. Imputation credits are fully refundable and do not just offset
tax liability. In STINMOD the imputation credit is subtracted from
total tax paid. As a result some people may have a negative value for
total tax paid — a tax refund.

Women of Age Pension age are potentially eligible for the Senior
Australian Tax Offset. Currently this tax offset requires them to be
61.5 years or more (after January 2000), the same age cut-off used for
the period of the 2000-01 Survey of Income and Housing Costs.
STINMOD/06B does not age the individuals in the base file, so
eligibility is based on age at the time of the survey. Therefore, women
aged 61 years or more are considered eligible for the Senior
Australian Tax Offset in STINMOD.

Only the tax offsets described above are modelled in
STINMOD/06B. The child-housekeeper, spouse superannuation
medical expenses, zone/overseas forces, and private health insurance

tax offsets are excluded.
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Medicare levy

The basic Medicare levy is applied to an individual’s taxable income
and is normally 1.5 per cent of taxable income. (This is the Medicare
rate parameter for step one in the Medicare parameter screen in
appendix A, page 168.)

There is an income threshold below which no Medicare levy is
payable and this threshold is set according to family type and
individual characteristics. For individuals without children there are
three different thresholds. For single people without children who are
eligible for the Senior Australian Tax Offset, the threshold is $24 867
in 2006-07. For individuals who receive a taxable pension, the
threshold is $21 637. For all other individuals (that is, those who are
not Senior Australians or do not receive a taxable pension), the
threshold is $16 740. (These are the Medicare levy scale — step one
parameters under Income in the Medicare Levy parameters screen.)

For couples with or without children and sole parents, different
thresholds apply. Again, there are three different thresholds. For an
individual who is a member of a couple or a sole parent and who is
eligible for a Senior Australian Tax Offset, the threshold is $31 729.
For a member of a couple or a sole parent who receives a taxable
pension, it is $27 478. For all other people who are either a member
of a couple or a sole parent, the threshold is $28 247. (These are the
Family Medicare levy scale — step one parameters under Income in
the Medicare Levy parameters screen). For sole parents or couples
with children the applicable threshold is raised by a further $2594 for
each dependent child. (This is the Increment per dependent for
Family Medicare levy scale — step one.)

For income above the relevant threshold, the Medicare levy is
payable. However, when an individual’s income exceeds their
threshold by only a few dollars, they do not suddenly have to pay 1.5
per cent of their entire taxable income as their Medicare levy. Instead,
complex shade-in arrangements apply. In the shade-in range, 20 cents
of every dollar above the threshold is paid as the Medicare levy. (This
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is the Medicare shade-in rate parameter.) This rate applies until the
Medicare levy payable equals 1.5 per cent of total taxable income.
Once above this shade-in range, the standard Medicare levy rate of
1.5 per cent applies.

When family income (for couples and sole parents) is in the shade-in
range, a family reduction amount is calculated. This family reduction
amount is an offset against the basic Medicate levy. This process can
be complicated but the Tax Pack provides a good guide to how it
works.

A Medicare surcharge applies to singles if their taxable income
exceeds $50 000 a year and they do not hold private hospital cover. If
this is the case the Medicare rate is 2.5 per cent of their entire taxable
income. (This is the Medicare rate parameter for Medicare levy scale
— step two). Similarly for families, if the combined taxable income of
the parents less $1500 for each dependent child other than the first
child (the Increment per dependent for Family Medicare levy scale —
step two parameter) exceeds $100 000 a year and the family does not
hold private hospital cover, the Medicare rate is charged at the higher
rate of 2.5 per cent of taxable income.

There is no shade-in range for the Medicare surcharge. See Case
Study 2, page 92, for more information.

Medicare levy and STINMOD/06B

In STINMOD/06B you can change the Medicare thresholds and
rates and surcharge thresholds in the Medicare parameters screen.
You can also change the amount of the Medicare surcharge by
altering the Medicare surcharge rate variable.

STINMOD/06B imputes whether families and individuals hold
private hospital cover and uses this to determine whether they are
liable to pay the Medicare surcharge if their income is above the
second income threshold. Using the Private hospital cover take-up
parameter, users can specify the proportion of affected families and
individuals who take up private hospital cover.
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HECS repayments

Students incur a HECS (Higher Education Contribution Scheme)
liability when they enrol in certain courses at certain types of
institutions. Generally, degrees, diplomas and associate diplomas at
universities attract a HECS charge. Students have the option of paying
their HECS fee up-front or they can defer the payment and begin to
repay the loan when their taxable income reaches a certain level.

If a person has a HECS debt and their taxable income is less than
$38 149 a year (Step Two of HECS Repayment Steps in the HECS
parameter screen in appendix A, page 171) the person does not have
to repay any money towards their outstanding HECS debt. For
income greater than this, the person must pay a certain percentage of
their income. For example, if their annual taxable income is more
than $38 149 and less than $42 495 (Step Three of HECS Repayment
Steps) they must pay 4 per cent (given by Step Two of the Proportion
of Income Paid parameter) of their total taxable income towards their
HECS debt. The percentage rate is higher at higher levels of income.
Note that the HECS repayment rates are not marginal rates like the
income tax rate. When income exceeds a threshold, the given

percentage rate is payable on the whole amount of taxable income.

The HECS debt is indexed to the consumer price index but does not
attract an interest charge.

HECS and STINMOD/06B

Only the STINMOD ETR model models HECS repayments. In the
ETR model, HECS repayments can be modelled for people who
chose to defer their HECS payment as students and still have a
HECS debt. You can specify a person’s HECS liability in the Create
Family screen in the ETR model.

The HECS parameter screen (under Tax) allows you to change the

values of the existing income thresholds and proportion of income
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Government programs: HECS repayments

paid or to make a structural change to the HECS repayment system

by decreasing the number of steps.

Note that the number of HECS repayment rates and thresholds
increased from eight in 2003-04 to ten in 2004-05 and subsequent
years as a result of changes to the HECS legislation.
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Appendix A Parameter screens

Appendix A: Parameter screens

In STINMOD/06B a set of parameter screens is associated with each
of the major government programs. They are the table that allow you

to change the particular parameter(s) for your analysis.

The following screens are the existing parameter file table for 2005-
06 in STINMOD/06B. Note that the parameter screens will be

different if another simulation year is chosen.

For instructions on how to access and change these parameter
screens, see part 3 ‘Operating instructions’. Part 4 ‘Government
programs’ explains how the parameter screens relate to the
government programs.
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Appendix A Parameter screens

FaCSIA pensions

0= PENSION PARAMETERS
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FaCSIA allowances

Adult personal rates

E'Er ALLOWANCE PARAMETERS - ADULT

Appendix A Parameter screens

fillowance Parameters (fortnightly rates) - Adult Personal

Year 2006-07 average parameters

=1olx]

Fami ly Income Income Base Pharm. BReduction for
Structure limit limit Allow. Allow. Excesz Income
Step 1 Step 2
i i i il Step 1 Step 2

Standard Recipients
Single, »>= 21 62.00 250.00 419.80 0 0.50 0.60
Single, >= 60 62.00 250.00 454.13 0 0.50 0.60
Single, >= 21 + deps 62.00 250.00 45%4.13 0 0.50 0.60
Harried >= 21 no deps 62.00 250.00 37B.81 0 0.50 0.60
Married >= 21 + deps 62.00 250.00 378.81 0 0.50 0.60
Marr ied-Parent ing Payment 62.00 250.00 378.81 0 0.50 0.60
fidditional Support Recipients¥
Single Parent >= 21 +deps 62.00 250.00 454.13 5.80 0.50 0.60
Single, »>= 21 62.00 250.00 415.80 5.80 0.50 0.60
Single, >= GO 62.00 250.00 45%4.13 5.80 0.50 0.60
Harried >= 21 no deps 62.00 250.00 37B.81 2.90 0.50 0.60
Married >= 21 + deps 62.00 250.00 378.81 2.90 0.50 0.60

Min. age of youngest child
for parent NS5f eligibility*%:

8

* Aadditional support recipients are sole parents whose youngest child is
older than the min.child age, and people with disabilities able to work 15+

hours per week.

*¥ finy change in this variable will be used only

(1] 4 Refresh

fApply to All

in the hypothetical model.

Cancel

Help
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Appendix A Parameter screens

FaCSIA allowances

Youth Allowance personal rates Unemployed/training/part-time students
Table 1 of 2

0¥ ALLOWANCE PARAMETERS - YOUTH - (O] x|

fillowance Parameters (fortnightly rates) - Youth fil lowance
Unemployed/training/part-time students

fige of Independence: 21

Year 2006-07 average parameters

Fami 1y Income Income Base Reduction for
Structure limit limit Allow. Excess Income
Step 1 Step 2
] 5 ] Step 1 Step 2
S 16-17 at home 62.00 250,00 186.82 0.50 0.60
5 18+ at home 62.00 250.00 224 .66 0.50 0.60
S away from home 62.00 250.00 341.34 0.50 0.60
5 + dependents 62.00 250.00 447 .18 0.50 0.60
M no dependents 62.00 250.00 341.34 0.50 0.60
M + dependents 62.00 250.00 374.79 0.50 0.60
0K | Refresh fipply to All Cancel Hore | Helpl

FaCSIA allowances

Youth Allowance personal rates Full-time students
Table 2 of 2

I ALLOWANCE PARAMETERS - YOUTH =0l x|

Al lowance Parameters (fortnightly rates) - Youth Allowance
Full-time students

fige of Independence: 25
Penszion Education Supplement: 62.4

Family Income Incomne Base Reduction for
Structure limit limit Allow. Excess Income
Step 1 Step 2 Step 1 Step 2

& & &
5 16=17 at home 236.00 316.00 186.82 0.50 0.60
S 18+ at home 236.00 316.00 224 .66 0.50 0.60
5 away from home 236.00 316.00 341.34 0.50 0. 60
5 + dependents 236.00 316.00 447.18 0.50 0.60
M no dependents 236.00 316.00 341.34 0.50 9.60
M + dependents 236.00 316.00 374.79 0.50 9.60
DK Refre=sh Apply to All Cancel Back Help
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Appendix A Parameter screens

FaCSIA allowances

Partner income test

=10 x|
fil lowance Parameters (fortnightly rates) - Partner Income Test
Year 2006-07 average paranmeters
Family Incone Reduction for
Structure limit Excessz Income
Step 1
&

M Non-TA no deps 723.42 0.60
M Non-Tha + deps 723.42 0.60
H Hon-=t YA no deps b62.23 0.60
H Non-st YA + deps f17.98 0.60
H FT=-=t YA no deps 818.23 0.60
H FT-st YA + deps 873.98 0.690

(1].4 Refre=sh Apply to All Cancel Help

FaCSIA allowances

Parental income test
(for dependent Youth Allowees)

= YA PARENTAL INCOME TEST PARAMETERS = |D|i|

Parental Income Test for Dependant Youth Allowees

Year 2006-07 average parameters

Annual Income limit Increase Reduction Child
Income for Dependants for Excess Earnings
Limit Income Limit
First Subsequent Touth
5 Dependant Dependants fil lowees
30120 1230 2562 3792 0.25 8717

il Refresh | Cancel | Help |
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Appendix A Parameter screens

FaCSIA Rent Assistance

[ RENT ASSISTANCE PARAMETERS =10l x|

Rent Assistance (per fortnight)

Year 2006-07 average parameters

Marital Number of Hinimum Max i mum Rent Rent Paid
Status Dependants HRent Paid Rent Ratio For Hax.
Azsistance Paid Rent fiss.
Single 1] 91.37 102.58 0.75 228.14
Single 1-2 120.29 120.71 0.75 281.24
Single > 2 120.29 136.43 0.75 302.20
Marr ied 1] 148.71 96.92 0.75 277 .94
Married 1-2 177.97 120.71 0.75 338.92
Marr ied » 2 177.97 136.43 0.75 359.88
0K Refre=sh fipply to All Cancel | Helpl
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Appendix A Parameter screens

FaCSIA Family Assistance

Family Tax Benefit Part A (including Maternity Payment)
Table 1 of 2

= FAMILY TAX BENEFIT PARAMETERS = |E||i|

Family Tax Benefit Part A Parameters (Per fAnnum)

Year 2006-07 average parameters

RBate of Benefit per Child Reduct ion
Income for Excess
Child Child Child Child Limit Income
0-12 13 - 1% 16 - 17 18+ 1=t child Taper
& & & i i
Basze 1828.65 1828.65% 1828.65 2237.45 88622 0.30
rate#
Max imum 4317.95% 5332.65 1828.65 223r7.45 40000 0.20
rate¥

Increase in income limit for extra dependants: 3504.00
{applie=s to base rate only)

Large family supplement for 3rd and
subszequent children H 255.50

Maternity Payment ;o 4081.19

*¥ Includes Supplement

0K Refresh | Cancel | Help | More |
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Appendix A Parameter screens

FaCSIA Family Assistance

Family Tax Benefit Part B
Table 2 of 2

O® FAMILY TAX BENEFIT PARAMETERS = |E||i|

Family Tax Benefit Part B Parameters [(per annum)

Max imum Rates of Payment*: Secondary Payment
Earners Reduct ion
Youngest child Youngest Income for excess
less than & child 5+ Threshold Income
i i b
3467 .50 2511.20 4234 .00 0.20
Percentage of FTBA and FTBB paid by FaCS : 1.00

(For distributional model only)

¥ Includes Supplement

0K Refresh Cancel Help Back
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Appendix A Parameter screens

FaCSIA Family Assistance

Maintenance income test

I MAINTEMANCE INCOME TEST PARAMETERS
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Appendix A Parameter screens

Medicare

It MEDICARE LEVY PARAMETERS =10l =]

Year 2006=-07 average parameters

Income Medicare Rate
Hedicare levy scale = step one
= Senior Australians . 24867 0.015
- Taxable pensioners o 20170 0.015
= Other individuals : 16773 0.015
Hedicare levy scale - step two
(=urcharge threshold for individual=s) : 50000 0.025
Incomne Increment per
dependant
Family Hedicare levy scale - step one
= Senior Australians . 31729 2599
- Taxable pensioners ;28302 2599
= Other individuals . 28302 2599
Family Hedicare levy =cale - step two
(surcharge threshold for families) : 100000 1500
Medicare shade-in rate : 0.100
Medicare surcharge rate : 0.010
Private hospital cover takeup (X) : 0.810

0K | Refre=sh | Cancel | Helpl
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Appendix A Parameter screens

Tax

Income tax scales

0= INCOME TAX SCALE PARAMETERS
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Appendix A Parameter screens

Tax

Tax offsets

EEFTAX OFFSETS PARAMETERS

Year 2006-07 average parameters

=101 x|

Hithdrawal rate for
= Pension Tax Offset and
Senior Australian Tax Offset

Dependent Spouse Tax Offset ($ per annum)
= Mo dependants
separate net income test
- threshold (% per annum)
- withdrawal rate

Dependency income limit for students

Low Income Tax Offset ($ per annum)
Income test
- threshold ($ per annum)
= withdrawal rate

Senior Australian Tax Offset ($ per annum)
- Single
= Member of a couple

Mature fige Horker Tax Offset (max $ per annum)

- Lower threshold (% per annum)
- Upper threshold ($ per annum)
= Phase-in rate of tax off=zet

(per % of net income below lower threshold)

Phase-out rate of tax offset

(per 5 of net income above upper threshold)

= Share of earned income in total private

income*

0.125

1658.00

282.00
0.250

1786.00
600,00
25000
0.040
2230
1602
500.00
10000
53000
0.050
0.050

1.00

¥0nly applies to the hypothetical model, where the share of
earned income in total private income can vary between 0 and 1.

il Refresh | Cancel |

Help|
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Appendix A Parameter screens

Tax

HECS

I® HECS REFAYMENT PARAMETERS
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Appendix A Parameter screens

Veterans’ Affairs

Eir D¥A PENSION PARAMETERS

Veterans fffairs

Year 2006-07 average parameters

=10l x]

Special Disability Rate ($ per fortnight)
Intermediate Disability Rate ($ per fortnight])
Extreme Disablement Aidjustment (% per fortnight)
100% General Disability Bate ($ per fortnioght)
Har Hidow(er)'s Pension ($ per fortnight)

Rent assistance free area amount - Single ($ per fortnight) :
Rent assistance free area amount - Married (% per fortnight):
Hithdrawal Rate for Rent fissistance Income Test

War Widows/Hidowers ceiling on Income Support
Supplement/Service Pension ($ per annum)

: 852.49
: 584.36
: 479.25
: 314,75
: 538.04

128.00
114.00

1 0.40

: 3F00.77

* For Service Pension rates, see FaC5 Pension Payment table.

* For Additional Pension for dependent children, see FaCS Family

Allowance table.
¥ For Rent Asszistance rates, see FaCS Rent Assistance table.

jﬂij Refresh | Cancel | Help |
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Appendix A

Child Care Benefit
Under school age care Long day care centres
Table 1 of 4

Parameter screens

RI=TEY
Under School fige Care - Long Day Care Centres
Year 2006-07 average parameters
Kids Hour Mult Low Up Low Up Min Child Inc
in Rate Child thres thres Taper Taper Rate Dedn Cutout
Care (%ph) Load ($pa) (Spa) Rate Rate ($ph) (Spw) ($pa)
1 2.96 0.00 34310 80088 0.10 .10 0.497 0.00 98348
2 2.96 13.35 34310 80088 0.15 0.25 0.497 0.00 106628
3 2.96 38.84 34310 80088 0.15 0.35 0.497 0.00 121129
Ceiling hours (puw) 50.0 Workforce Test Y
PT hrs = max loading to 34 .0 Max hrs= non=-work care 20.0
Part-time loading 10.0 (%) School fige L
Load redn each extra hr 2.0 (%) Link CCBX with LDC T
oK | Refresh | fipply to nall |
Cancel | Help | More |
Child Care Benefit
Under school age care Family day care centres
Table 2 of 4
=10l x|
Under School fige Care = Family Day Care Centres
Kids Hour Mult Low Up Low Up MHin Child Inc
in Rate Child thre=s thres Taper Taper Rate Dedn Cutout
Care (%ph) Load ($pa) ($pa) Rate Rate ($ph) (Spw) ($pa)
1 2.96 0.00 34310 g0088 0.10 0.10 0.497 0.00 98348
2 2.96 13.35 34310 g0088 0.15 0.25 0.497 0.00 106628
3 2.96 38.84 34310 80088 0.15 0.35 0.437 0.00 121129
Ceiling hours (pw) 50.0 Workforce Test Y
Max hr= non-work care 20.0
PT hr= = max loading to 37.5
Part-time loading 33.3 (%)
0K | Refresh | fipply to ﬁlll
Cancel | Help | Hore | Back
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Appendix A Parameter screens

Child Care Benefit
School age care
Table 3 of 4

I=ES

School fAige Care
Kidz Hour Hult Low Up Low Up Min Child Inc

in Rate Child thres thres Taper Taper HRate Dedn Cutout
Care ($ph) Load ($pa) ($pa) Rate Rate (Sph) (Spw) ($pa)

1 2.52 0.00 34310 800488 0.10 0.10 0.497 0.00 98348

2 2.52 13.35 34310 800388 0.15 0.25 0.497 0.00 106628

3 2.52 38.84 34310 800488 0.15 0.35 0.497 0.00 121129
Ceiling hours (pw) 50.0 Horkforce Test Y

Hax hrs= non-work care 20.0
PT hrs = max loading to 37.5
Part-time loading 33.2 (%) School child reduction 85.0 (%)

Refresh | fipply to ﬁlll
Cancel Help | More |

gl

Back |

Child Care Benefit
Informal care
Table 4 of 4

_ioix]
Informal Care
Ceiling hours (pw) 50 Workforce Test Y
Hourly rate 0.497 Max hrs non-work care 20.0

REFRESH | APPLY TO ﬁLLl
CANCEL | HELF | BACK |
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Appendix A Parameter screens

Child Care Tax Rebate

= CHILD CARE TAX REBATE PARAMETERS

Universal payments

= UNIYERSAL PAYMENTS PARAMETERS:
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Appendix B List of hypothetical families

Appendix B: Hypothetical families

Single persons
Single, no dependants

Single, no dependants, renting privately

Single income couples

Couple, reference working, no dependants

Couple, reference working, no dependants, renting privately
Couple, reference working, 1 dependant

Couple, reference working, 1 dependant, renting privately
Couple, reference working, 2 dependants

Couple, reference working, 2 dependants, renting privately
Couple, reference working, 3 dependants

Couple, reference working, 3 dependants, renting privately
Couple, reference working, 1 dependent student

Couple, reference working, 1 dependent student, renting privately
Couple, reference working, 2 dependent students

Couple, reference working, 2 dependent students, renting privately
Couple, reference working, 3 dependent students

Couple, reference working, 3 dependent students, renting privately
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Appendix B  List of hypothetical families

Dual income couples

Couple, both working, 1 childcare dependant

Couple, both working, 2 childcare dependants

Couple, both working, 3 childcare dependants

Couple, both working, no dependants

Couple, both working, no dependants, renting privately
Couple, both working, 1 dependant

Couple, both working, 1 dependant, renting privately
Couple, both working, 2 dependants

Couple, both working, 2 dependants, renting privately
Couple, both working, 3 dependants

Couple, both working, 3 dependants, renting privately
Couple, both working, 1 dependent student

Couple, both working, 1 dependent student, renting privately
Couple, both working, 2 dependent students

Couple, both working, 2 dependent students, renting privately
Couple, both working, 3 dependent students

Couple, both working, 3 dependent students, renting privately
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Appendix B List of hypothetical families

Sole parents

Sole parent, 1 dependant

Sole parent, 1 dependant, renting privately

Sole parent, 2 dependants

Sole parent, 2 dependants, renting privately

Sole parent, 3 dependants

Sole patent, 3 dependants, renting privately

Sole parent, 1 dependent student

Sole parent, 1 dependent student, renting privately
Sole parent, 2 dependent students

Sole parent, 2 dependent students, renting privately
Sole parent, 3 dependent students

Sole parent, 3 dependent students, renting privately

Aged pensioner couples
Aged pensioner couple, no dependants

Aged pensioner couple, no dependants, renting privately

Single aged pensioners
Single aged pensioner, no dependants

Single aged pensioner, no dependants, renting privately
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Appendix C  Glossary of terms

Appendix C: Glossary of terms

Box name

Sex

Labour Force Status

Pension Type

Type of Care

Hospital cover

Parameter

M
F

LF
ST — Ter
ST — Sch

NONE

DISA
CARE

LDC
FDC
OSHC
INF
NS

Description

Male

Female

In the labour force
Full-time tertiary student

Full-time school student

Not eligible for a pension other than
Parenting Payment (Unpartnered) or Age
Pension

Eligible for Disability Support Pension
Eligible for Carer Payment

Long Day Care

Family Day Care

Out of School Hours Care
Informal Care

Non-standard family day care

Family holds private hospital cover

Family does not hold private hospital cover
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Appendix D Components of Incomes Report

Appendix D: Components of Incomes Report

Income component Description
Private Income Current level of weekly private income for the family from all sources.

Allowance Income  Weekly FaCSIA allowance income for the family (including Newstart
Allowance, Mature Age Allowance, Youth Allowance, Sickness Allowance,
Special Benefit Partner Allowance, Parenting Payment Partnered, and any
Rent Assistance paid with the allowance, Defence Force Income Support

Allowance (DFISA).

Pension Income Weekly FaCSIA pension income for the family (including Age Pension,
Disability Support Pension, Carer Payment, Parenting Payment
Unpartnered, Defense Force Income Support Allowance and Wife Pension,

Pharmaceutical Allowance and any Rent Assistance paid with the pension).

Family Benefit Weekly income from Family Tax Benefit Parts A and B, and Maternity
Payment.

Taxable Income Family weekly taxable income.

Income Tax Weekly income tax liability before any tax offsets have been deducted.

Total Tax Offsets  Total weekly tax offsets for the family including Pensioner Tax Offset,
Beneficiary Tax Offset, Low Income Tax Offset, Dependent Spouse Tax
Offset, Senior Australian Tax Offset, Mature Age Worker Tax Offset, and
Child Care Tax Offset.

Medicare Levy Weekly Medicare liability for the family.

Total Tax Total tax paid per week by the family (Medicare levy plus income tax after
tax offsets).

Total CCB Total weekly Child Care Benefit for the family.

Net Childcare Child Care Benefit minus childcare costs.

HECS Repayments Total weekly HECS repayments for the family.
Disposable Income Weekly family disposable income after childcare costs and HECS

repayments.
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Appendix E  Abbreviations

Appendix E: Abbreviations

ABS
ATO
AWE
CCB
CPI
DSP
DVA
ETR
FaCSIA

FTB (A)
FTB (B)
HECS
SIH
SIHC

Australia Bureau of Statistics
Australian Taxation Office
Average Weekly Earnings

Child Care Benefit

consumer price index

Disability Support Pension
Department of Veterans’ Affairs
effective tax rate

Department of Family, Community Services and Indigenous
Affairs

Family Tax Benefit Part A

Family Tax Benefit Part B

Higher Education Contribution Scheme
Survey of Income and Housing

Survey of Income and Housing Costs

STINMOD/06B User Guide 181



Appendix F  Taxation of social security payments

Appendix F: Taxation of social security

payments

Taxable payments in STINMOD

Payment group

Pensions

Allowances

182

Taxable payments

Age Pension
Wife Pension if the pensioner or their partner is of Age Pension age
Disability Support Pension to people of Age Pension age

Carer payment if either the customer or the care receiver is of Age
Pension age

Parenting payment (Unpartnered)

Newstart

Youth Allowance

Mature Age Allowance
Partner Allowance

Widow Allowance

Sickness Allowance

Austudy

Special Benefit

Parenting payment (Partnered)

Defence Force Income Support Allowance (classified as taxable if
the particular income support payment the DFISA has been
calculated on, is taxable)
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Appendix F  Taxation of social security payments

Non-taxable payments in STINMOD

Payment group

Pensions

Family
Assistance

Supplementary
Benefits

Non-taxable payments

Wife Pension if both persons or partners are under Age Pension age
Disability Support Pension to people under Age Pension age

Carer Payment if both the customer and the care receiver are

under Age Pension age

Family Tax Benefit Part A
Family Tax Benefit Part B

Maternity Payment

Child Care Benefit

Rent Assistance
Pharmaceutical Allowance
Pensioner Education Supplement

Defence Force Income Support Allowance (classified as non-
taxable if the particular income support payment the DFISA had
been calculated on, is non-taxable)
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Appendix G Government departmental contacts

Appendix G: Government
departmental contacts

Web address

Contact numbers

Department of Family, Community Services and Indigenous Affairs

(FaCSIA)

www.facsia.gov.au

1300 653 227

Centrelink
www.centrelink.gov.au  Employment Services
Retirement Services

Disability Sickness and

Carers

Youth and Student
Services

Family Assistance Office

13 2850
13 2300

13 2717

13 2490
13 6150

Department of Veterans’ Affairs
www.dva.gov.au Income Support

General inquiries

1300 550 452
13 3254
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