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Parliamentary Contributory
Superannuation Amendment Bill 1999

Explanatory note
This explanatory note relates to this Bill as introduced into Parliament.

Overview of Bill

Theobject of thisBill isto amend the Parliamentary Contributory Superannuation
Act 1971:

(8 to shorten periods for reporting relating to actuaria investigation of the
Parliamentary Contributory Superannuation Fund (the Fund), and

(b) to prevent payment of pensions for new members until age 55 isreached and
to permit payment, before that time, only in other appropriate circumstances,
including circumstances of financia hardship, ill-hedlth and incapacity, and

(c) toenablethe payment of the whole of aformer member’ s pension entitlement
to be commuted to alump sum benefit, and

(d) to provide for preservation of lump sum benefits in accordance with
Commonwedlth standards, and
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(e) to permit indexation of pensons payable to former members under the
Legidative Assembly Members Superannuation Act 1946, and

(f) to make other consequential and statute law revision amendments, and
(9) to make provision of a savings and transitiona nature.

Outline of provisions

Clause 1 sets out the name (also called the short title) of the proposed Act.

Clause 2 provides for the commencement of the proposed Act on the date of
assent.

Clause 3 is a formd provison giving effect to the amendments to the
Parliamentary Contributory Superannuation Act 1971 set out in Schedule 1.

Schedule 1 Amendments

Requirements for actuarial investigation

An investigation of the Fund is required to be carried out every 3 years by an
actuary appointed by thetrustees of the Fund. Currently, the actuary must report the
results of the investigation not later than 12 months after the date of the
investigation. Schedule 1[2] reducesthe period for the report to 6 months after the
date of the investigation. Schedule 1 [3] requires the trustees to forward the
actuary’ s report to the Minister not later than 1 month after receiving it.

Deferral of payment of pensions

Currently, a pension is payable to a person who ceases to be a member of
Parliament when the member ceasesto be such amember and has been amember
for a least 7 years, without any regard to the age of the member. The proposed
amendments prevent a pension being paid to aformer member unless the member
has reached the age of 55 years or has satisfied other conditionsfor payment on the
grounds of ill-hedlth or incapacity or financia hardship.

Schedule 1 [5] inserts proposed sections 19B—19F. Proposed section 19B defers
payment of pensions to former members until they reach the age of 55 years or
until they satisfy a ground set out in proposed section 19D or 19E. The proposed
section does not prevent a former member from eecting to convert part of a
pension to a lump sum benefit. The proposed provisions will apply only to new
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members who are first elected after the date of assent to the proposed Act.
Proposed section 19C provides that a deferred pension isto be calculated as at the
date the former member ceased to be amember, with alowance for certain saary
increases, and is to be subject to the same adjustments and reductions as other
pensions under the Act. The proposed section aso provides for the payment of
pensions to spouses and dependent children of former members who die before a
deferred pension becomes otherwise payable. Proposed section 19D enables the
trustees to pay a deferred pension on the ground of a former member’s financial
hardship. Proposed section 19E enables the trustees to pay a deferred pension on
the grounds of the former member’ sill-hedlth or incapacity. Proposed section 19F
makes provision with respect to applications for deferred pensions.

Schedule 1 [15]18] make consequential amendments.

Conversion of pensions to lump sum benefits

Currently, the amount of pension entitlement of a former member that may be
converted to alump sum benefit is restricted to particular percentages of pension
that vary according to the age of the former member making the election to take a
lump sum benefit. The maximum percentage of pension entitlement that may be
converted is 75 per cent.

Schedule 1 [7] and [11] remove the limitations on the amount of pension
entitlements that may be converted to lump sum benefits. A former member isto
be entitled to convert the whole or any part of his or her pension entitlements.
Existing restrictions on the amount of entitlements that may be converted by a
person whose pension has been suspended because of being a member or the
spouse of amember of the Commonwealth Parliament and who has been granted
additional pension at the discretion of the trustees are to be retained. Provisions
relating to the time within which el ections to commute must be made and asto the
caculation of the benefit are to remain as at present.

Schedule 1[6], [8], [9] and [13] make consequential amendments.

Preservation of certain benefits

Regulations under the Superannuation Industry (Supervision) Act 1993 of the
Commonwedlth set out standards for the preservation and release (or payment) of
superannuation benefits. The proposed amendments bring the Fund into line with
Commonwealth standards for regulated superannuation funds in relation to
requirements to preserve benefits. Currently, benefits paid in the form of non-
commutablelife pensionsare payablewithout restriction. The proposed provisions
apply to lump sum payments.
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Schedule 1 [14] repedls section 22B and inserts proposed new sections 22B and
22BA. Proposed section 22B requires the trustees to preserve al or so much of a
lump sum benefit as is required to be preserved under a Commonwedlth
superannuation standard that would be applicable if the Fund were a regulated
superannuation fund under Commonwealth legid ation (arelevant Commonwealth
superannuation standard). Interest isto accruein respect of the preserved amount
at arate determined by thetrustees. Administration costs may be deducted fromthe
amount preserved. Proposed section 22BA enables the payment of the whole or
part of a preserved benefit in accordance with the requirements of the relevant
Commonwedth superannuation standard. The proposed section aso enables the
payment of the whole or part of alump sum benefit to aregulated superannuation
fund, an approved deposit fund, a retirement savings account or for the purchase
of adeferred annuity. A deferred annuity may be purchased only if it meets certain
conditions as to payment.

Schedule 1 [1] makes a consequentia amendment.

Indexation of pensions under former Act

Pensions and allowances paid to former members and others under the Legidative
Assembly Members Superannuation Act 1946 (the former Act), which was
replaced by the Principa Act, have continued to be paid under the provisions of
that Act. Provision was madeto thiseffect inthe Principal Act. Theformer Act did
not provide for the indexation of these pensions. However, indexation or
adjustment of the pensions in line with the consumer price index has taken place
by way of ex gratia payments.

Schedule 1 [22] and [25] provide for the adjustment of these pensions and
alowances according to movementsin the Consumer Price Index for Sydney. The
adjustments arefor the years commencing 1 July 1994. Adjustment isto take place
annualy and the provisions inserted reflect those applicable to adjustment of
pensions under the Superannuation Act 1916. Adjustments made before the
commencement of the proposed amendments are taken to be in accordance with
the proposed Schedule 2 that contains the provisions relating to adjustments.
Previous adjustments are validated.

Schedule 1 [20] makes a consequential amendment.

Other amendments
Schedule 1 [4] inserts some missing words.
Schedule 1 [21] corrects a reference to a previous section.
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Schedule 1[10], [12] and [19] make statute law revision amendments.

Schedule 1 [23] and [24] insert savings and transitional provisions consequent on
the proposed amendments.
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Parliamentary Contributory
Superannuation Amendment Bill 1999

No , 1999

A Bill for

An Act to amend the Parliamentary Contributory Superannuation Act 1971 with
respect to the payment and commutation of pensions under the scheme established
by that Act, actuarid investigations of the Parliamentary Contributory
Superannuation Fund and the preservation of lump sum benefits;, and for other
purposes.




Clause 1 Parliamentary Contributory Superannuation Amendment Bill 1999

The Legidature of New South Wales enacts.

1 Name of Act

This Act is the Parliamentary Contributory Superannuation
Amendment Act 1999.

2 Commencement
This Act commences on the date of assent.
3 Amendment of Parliamentary Contributory Superannuation Act 1971
No 53

The Parliamentary Contributory Superannuation Act 1971 is
amended as set out in Schedule 1.
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Amendments Schedule 1

Schedule 1 Amendments

[1]

[2]

[3]

[4]

[5]

(Section 3)

Section 6 Payments into and out of Fund

Insert “interest payable on preserved benefits,” after “sums,” in section 6
2.

Section 10 Actuarial investigation

Omit “12” from section 10 (2A). Insert instead “6”.

Section 10 (2C)

Insert after section 10 (2B):

(2C) The trustees mugt, not later than 1 month after receiving a
report under this section, forward the report to the Minister
with such comments as the trustees think fit.

Section 15 Functions of trustees

Insert “have regard to” before “the future” in section 15 (5) ().

Sections 19B—19F
Insart after section 19A:

19B Deferral of certain pensions

(1) Despite any other provision of thisAct, apension, or part of a
pension, payable under section 19 to a former member is
payable by the trustees to the former member only if:

(@  theformer member has attained the age of 55 years, or
(b) apension is payable under section 19D or 19E.

(2) A former member may make an eection under section 20 in
respect of an amount of pension that is not payable because of
this section asiif the former member were entitled to apension
under this Part.
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©)

4

In this section, and sections 19C—19F, a pension, or part of a
pension, that isnot payable because of thissectionisadeferred
pension.

This section applies to aformer member who first becomes a
member after the date of assent to the Parliamentary
Contributory Superannuation Amendment Act 1999.

19C Calculation of deferred pension

@)

@

The value of adeferred pension when it first becomes payable
isto be calculated in accordance with section 19 as at the date
the former member ceased to be a member, except that the
current basic salary for the purpose of that section is to be
caculated as at the date the deferred pension becomes payable
under section 19B.

If aformer member in respect of whom a pension has been
deferred under section 19B dies:

(@  section 23 (2) applies in respect of the spouse of the
former member in the same way asit appliesin respect
of the spouse of a member who has been entitled to
sdary for an aggregate period of 7 years or more, and

(b)  section 23B applies in respect of a dependent child of
the former member in the same way as it gpplies in
respect of a dependent child of a deceased member or
former member.

19D Payment of deferred pension in cases of hardship

@

e

The trustees may, on the written application of a former
member, pay theformer member theformer member’ sdeferred
pension on the ground of the former member's financia
hardship.

In determining whether a pension is payable to a former
member under this section, the trustees must have regard to the
following matters:

(@  thefinancid circumstances of the former member and
his or her capacity to meet reasonable and immediate
financial commitments,

(b) any other matters the trustees think relevant and
appropriate.
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Schedule 1

[6]

[7]

19E Payment on grounds of ill-health or incapacity

19F

@

2

©)

4)

1)

e

The trustees may, on the written application of a former
member, pay theformer member theformer member’ sdeferred
pension on the ground of the former member’s ill-health or
physica or menta incapacity.

Thetrusteesmust not determinethat apensionis payable under
this section unless the trustees are satisfied that the former
member would, if still a member, be incapable of performing
the duties of a member because of ill-hedth or physica or
mentd incapacity.

For the purposes of satisfying the trustees that a pension is
payable under this section, the former member must provide
such medica and other evidence or information as the trustees
require.

In particular, the medica evidence must include acertificate or
certificates acceptable to the trustees, signed by 2 medica
practitioners, certifying that the former member would, if il
amember, be incapable of performing the duties of a member
duetoill-health or physical or mental incapacity.

Applications for payment of deferred pensions

A former member may, a any time, lodge with the trustees an
application to vary or revoke an application under section 19D
or 19E.

An application under section 19D or 19E is to be in a form
approved by the trustees for the purposes of this section.

Section 20 Right to convert pension to lump sum entitlement

Omit the definition of the prescribed part of his or her pension
entitlement from section 20 (1).

Section 20 (2)

Omit section 20 (2). Insert instead:

)

Despite anything in this Act, except subsection (2A), the
following former members may dect, by notice in writing
served on the trustees, to convert the whole or part of the
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Schedule 1 Amendments

[8]

[9]

[10]

[11]

former members pension entitlements to lump sum
entitlements determined in accordance with subsection (3):

(@  aformer member who isentitled to apension under this
Part but who is not a former member referred to in

paragraph (b) or (c),
(b) aformer member who becomes, on ceasing to be a

person whose right to a pension is suspended under
section 25 (2), entitled to a pension under this Part,

(¢  aformer member whoisentitled to apension asaresult
of adirection given by the trustees under section 26 (2).

Section 20 (2A)

Omit “is not entitled to make an election under subsection (2) (b) or (c)”.

Insert instead “referred to in subsection (2) (b) or (c) is not entitled to make
an eection under subsection (2)”.

Section 20 (2B)

Omit “subsection (2)” where secondly occurring.
Insert instead “subsection (11)”.

Section 20 (2B) (a)

Omit “subsection (2) of section 25 or subsection (1) of section 26”.
Insert instead “section 25 (2) or section 26 (1)”.

Section 20 (3A)

Insert after section 20 (3):

(3A) For the purposes of subsection (2), the maximum amount of
pension entitlement that may be the subject of an dection
under that subsection by a former member referred to in
subsection (2) (c), isthe lesser of the following amounts:

(@  the penson entitlement of the former member, if the
entitlement had not been suspended under section 26
D,

(b)  theannua pension entitlement directed to be paid to the
former member under section 26 (2) as at the date from
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Amendments Schedule 1
which apension isfirst payable to the former member
under section 26 (2),
() theannua pension entitlement of theformer member as
a the date immediately before the election under this
section is received by the trustees.
[12] Section 20 (4)

[13]

[14]

Omit “subsection (2) of section 26”. Insert instead “ section 26 (2)”.

Section 20 (11)

Insert after section 20 (10):
(11) An€ection under subsection (2) must be made:

@

()

©

in the case of a former member referred to in
subsection (2) (@—not later than 3 months after the
former member ceases to be a member,

in the case of a former member referred to in
subsection (2) (b)—not later than 3 months after the
former member ceases to be a person whose right to a
pension is suspended under section 25 (2),

in the case of a former member referred to in
subsection (2) (c)—not later than 3 months after the
giving of the direction under section 26 (2) that resulted
in the former member first becoming entitled to a
pension under section 26 (2) and that was given after
the former member’ s pension was last suspended under
section 26 (1).

Sections 22B and 22BA

Omit section 22B. Insart instead:

22B  Compulsory preservation of benefits

(1) The trustees must, when alump sum becomes payable under
thisAct, preservedl or so much of the lump sum asisrequired
to be preserved s0 as to be consistent with a relevant
Commonwedlth superannuation standard.
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22BA

e

©)

4

Q)

The amount of the lump sum that must be preserved under this
section in respect of a former member is the amount
determined by the trustees, after obtaining actuaria advice.

The amount of a benefit that must be preserved under this
section is to be preserved in the Fund together with interest
from the member’s exit date to the date of payment at arate
determined by the trustees.

The trustees may establish and maintain within the Fund such
accounts and reserves as, in the opinion of the trustees, are
necessary or convenient for the administration of this section.

The trustees may, from time to time, adjust any account or
reserve established under this section by:

(@&  deductingamountsfor thetrustees administration costs
in respect of the preserved benefit, and

(b) adjudting it for interest a a rate determined by the
trustees, having regard to the income of the Fund and
such other matters as the trustees consider relevant.

Payment of compulsorily preserved benefit

@)

@

©)

4

The whole or part of a benefit preserved under section 22B is
payable by thetrusteesin the circumstancesin which thewhole
or pat of a benefit may be pad under a relevant
Commonwedlth superannuation standard.

The whole or part of a benefit preserved under section 22B
must be paid by the trustees, if it is required to be paid under a
relevant Commonwealth superannuation standard.

The benefit is payable:

(@  unless the former member has died—to the former
member, or

(b) if the former member has died and is survived by a
Spouse—to the surviving spouse, or

(¢ if theformer member hasdied and is not survived by a
spouse—to the persona representatives of the former
member or such other persons as the trustees direct.

Nothing in this section affects payment of a benefit under
section 28A or 28B.
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Schedule 1

Q)

(6)

)

Without limiting subsection (1) or (2), the whole or part of a
benefit preserved under section 22B may, at any time, on the
election of the former member in respect of whom it is
preserved, be paid in one or more of the following ways:

(&  toaregulated superannuation fund,
(b)  toan approved deposit fund,
(00 toanRSA,

(d) toalifeinsurance company or aregistered organisation,
for the purchase of a deferred annuity, if the conditions
Set out in subsection (6) are satisfied.

A deferred annuity may be purchased if it isissued by alife
insurance company or aregistered organisation for the benefit
of the person or for the benefit of the dependants of the person
in the event of the death of the person and:

(@  theannuity cannot besurrendered or assigned beforethe
person is aged 55 years, and

(b) the annuity does not provide for the payment of
amounts except in the following circumstances.

() the person retires from the workforce after
reaching 55 years,

(i)  the person retires from the workforce before
reaching 55 years on the ground of permanent
incapacity or invalidity,

(iii)  the person dies,

(iv)  insuch other circumstances as are approved by
the trustees.

In this section:

approved deposit fund has the same meaning as in the
Quperannuation Industry (Supervison) Act 1993 of the
Commonwedlth.

dependant has the same meaning as in the Superannuation
Industry (Supervision) Act 1993 of the Commonwesalth.

life insurance company has the same meaning as in the
Superannuation Industry (Supervision) Act 1993 of the
Commonweal th.
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Parliamentary Contributory Superannuation Amendment Bill 1999

Schedule 1 Amendments

[15]

[16]

[17]

[18]

[19]

[20]

registered organisation has the same meaning as in the
Superannuation Industry (Supervision) Act 1993 of the
Commonweal th.

regulated superannuation fund has the same meaning as in
the Superannuation Industry (Supervision) Act 1993 of the
Commonwealth.

RSA has the same meaning as in the Retirement Savings
Accounts Act 1997 of the Commonwedlth.

Section 23A Right of certain spouses to convert part of pension
entitlement to lump sum entitlement

Insert “19C (2) (a) or” before 23 (2)” in section 23A (1).

Section 25 Termination or suspension of pension if recipient becomes
a member of Parliament

Insert “, or in respect of whom payment of a pension has been deferred
under this Part,” after “member” where firstly occurring in section 25 (1).

Section 25 (2)

Insert “, or in respect of whom payment of a pension has been deferred
under this Part” after “Part” where firstly occurring.

Section 26 Suspension of pension where another parliamentary
pension received

Insert “, or in respect of whom payment of a pension has been deferred
under this Part,” after “section” in section 26 (1).

Section 28B Payment or release of benefit on compassionate grounds

Omit “Insurance and Superannuation Commissioner appointed under the
Insurance and Superannuation Commissioner Act 1987 of the
Commonwedlth” from section 28B (2).

Insert instead “ Augtralian Prudential Regulation Authority”.

Section 29 Continuation of former Act in certain circumstances

Omit “in subsection (2)” from section 29 (3).
Insert instead “ by subsections (2) and (6)”.
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Amendments Schedule 1

[21]

[22]

[23]

[24]

Section 29 (3)

Omit “section 4 had not been enacted” from section 29 (3).
Insert instead “the former Act had not been repesled”.

Section 29 (6)

Insert after section 29 (5):

(6) Schedule2 appliesinrespect of apension or dlowancereferred
to in subsection (3) but does not apply in respect of a pension
or dlowance referred to in subsection (2).

Schedule 1 Savings, transitional and other provisions

Insert at the end of clause 1 (1):

Parliamentary Contributory Superannuation Amendment
Act 1999

Schedule 1, clauses 2 and 3

Insert after clause 1;

2 Lump sum benefits

Section 20, as amended by the Parliamentary Contributory
Superannuation Amendment Act 1999, applies:

(@& toand in respect of any entittement to commute a
penson under this Act that emerges after the
commencement of this clause, and

(b) to and in respect of any entittement to commute a
pension (including a pension suspended under section
25 or paid under section 23 or 26) under this Act that
existed immediately before the commencement of this
clause and that had not been exercised before that
commencement.

3 Payment of previously preserved benefits

(1) A benefit preserved under section 22B, asin forceimmediately
before its repeal by the Parliamentary Contributory
Superannuation Amendment Act 1999, is payable asif section
22B had not been repeded.
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Amendments

[25] Schedule 2

(2) The circumstances in which a benefit may be paid under a

relevant Commonwealth superannuation standard, as referred
to in section 22B as s0 in force, are taken to include, and to
have aways included, the payment of a benefit to an digible
rollover fund in accordance with the facility provided under
Part 24 of the Quperannuation Industry (Supervision) Act 1993
of the Commonwedlth and other relevant Commonwedlth
Superannuation standards.

Insert after Schedule 1:

Schedule 2 Provisions relating to pensions and

allowances under former Act
(Section 29 (6))

1 Application of Schedule

This Schedule applies in respect of:

(&  apension payableto aperson under the former Act, as
continued by section 29 (3), immediately before 1 July
1994, and

(b) apension payable, because of section 29, to the spouse
of any such person on or after 1 July 1994.

2 Definitions
(1) Inthis Schedule:

adjustment date for ayear means 1 October in that year.

adjustment percentage for a year means (subject to clause 3
(2)) the percentage for that year, calculated in accordance with
clause 3.

amending Act means the Parliamentary Contributory
SQuperannuation Amendment Act 1999.

I ndex number, in relation to aJune quarter, means the number
for that June quarter gppearing in the Consumer Price Index
(All Groups Index) for Sydney published by the Austraian
Statistician under the Census and Statistics Act 1905 of the
Commonwedlth.
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Amendments

Schedule 1

June quarter of ayear means the period commencing on and
including 1 April in that year and ending on and including 30
Junein that year.

year means:

@
(b)

the period of a year commencing on and including 1
July 1994, or

a subsequent period commencing on and including 1
July and ending on and including the next following 30
June.

(2) If apensonisto be adjusted under this Schedule by reference
to the adjustment percentage for a year, a reference (however
expressed) in this Schedule to adjusting the pension is a
referenceto:

@

(b)

if the adjustment percentageis calculated in accordance
with the formula set out in clause 3 (1) (8—increasing
the pension, or

if the adjustment percentageis calculated in accordance
with the formula set out in clause 3 (1) (b)—reducing
the pension.

3 Calculation of adjustment percentage

(1) Forthe purposes of the definition of adjustment percentagein
clause 2 (1), the percentage for ayear isto be calculated:

@

(b)

if the Index number for the June quarter in that year is
greater than the Index number for the immediately
preceding June quarter—in accordance with the
following formula

100(C - L

if the Index number for the June quarter in that year is
less than the Index number for the immediately
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Amendments

e

©)

(4)

where:

jv)

If:
@

(b)

preceding June quarter—in accordance with the
following formula

100(L -C
p - 100L=C)

is the percentage to be obtained, and

is the Index number for the June quarter in that year,
and

isthe Index number for theimmediately preceding June
quarter.

the percentage calculated for ayear in accordance with
this clause isless than 1 per cent, or

the Index number for the June quarter in that year isthe
same as the Index number for the immediately
preceding June quarter,

there is taken to be no adjustment percentage for that year.

If thereistaken to be no adjustment percentage for ayear, then,
for the purposes of calculating the percentage for the next year:

@

(b)

the Index number for the June quarter in the
firstmentioned year istaken not to have been published,
and

the Index number for that quarter is taken to be the
same as the Index number for the June quarter in the
last year for which there was an adjustment percentage.

If at any time, whether before or after the commencement of
this Schedule, the Australian Statistician has published in
respect of a particular June quarter an Index number in
subgtitution for an Index number previoudly published by the
Audtralian Statistician in respect of that quarter:

@

except as provided by paragraph (b), the publication of
the later number isto be disregarded, or
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(b) if the Minigter so directs, regard is to be had, after the
direction is given, to the later and not the earlier
number,

for the purposes of this Schedule.

(5) Despite subclause (4), if at any time after the commencement
of this Divison, the Ausrdian Statistician changes the
reference base for the Consumer Price Index (All Groups
Index) for Sydney, then, for the purposes of the application of
this Schedule after the change takes place, regard is to be had
only to Index numbers published in terms of the new reference
base.

Adjustment of pensions

If there is an adjustment percentage for a year, the pension
payable on the adjustment date for that year to a person is
adjusted, on and from that adjustment date, by that percentage.

Minimum amount to which pensions may be reduced

Despite anything in this Schedule, a penson must not be
reduced below the amount that would have been payableif this
Schedule had not been enacted.

Calculation of percentages

If apercentage that isto be cal culated under this Scheduleisor
includes a fraction of one-tenth of 1 per cent:

(@ if that fraction is less than one-hdf of one-tenth, that
fraction isto be disregarded, and

(b) if that fractionisnot lessthan one-half of one-tenth, that
fraction is to be treated as one-tenth.

Adjustments before commencement of Schedule

(1) Adjustments to pensions paid to any person in respect of the
period commencing 1 July 1994 and ending on the
commencement of this Schedule are taken to have been made
in accordance with this Schedule.
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©)

No further amount is payable, and no recovery of amounts paid
may be required, in respect of any amount paid in respect of
the adjustment of a pension for the period referred to in
subclause (1).

The payment of any amount, by or on behaf of the trustees
with the approval of the Minister, in respect of pension payable
during that period that is additiona to the pension otherwise
payable under section 29 is validated.

Page 16

0 N o O A OWN PR



