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How government benefits  
can assist when growing a family
By Sam Rubin  Head of Technical Services, IOOF lnvestment Management 

Australia’s generation X and Y are now getting married and having 
children later compared to their parents’ generation. From 1975 to 1980 
the average age for mothers having their first child was 24.55 years of age. 

From 2000 to 2005 the average age was 30.02 years.1  

Birth rates for Australia during these periods have also increased by 10 per cent 
to 250,485 per annum.2 These figures indicate that Australians are still having 
children but are just leaving it later in life to start a family. This means that in 
theory today’s families should have more time to save money to start a family 
compared to their parents.    

Many young Australian couples are concerned about whether they can afford 
to have children let alone two or even three children, given their level of debt 
including a home mortgage, personal and credit card debts. They are also 
concerned about their cash flow position moving from a dual income family to 
only one income, and how long one parent can take time out of the workforce to 
spend with their child while retaining a comfortable lifestyle. It’s important that 
individuals understand what government support is available to assist with the 
extra costs associated with having children. 

OppOrtuNities fOr adVisers
Financial advisers comfortable servicing the generation X and Y markets can 
provide young couples with a valuable service by offering advice on the available 
social security and family assistance benefits. It’s also pertinent to offer advice 
regarding insurance requirements including general and life, and discuss the 
importance of a will and their estate planning needs.   

Some financial advisers may not service this market because of a lack of 
understanding created by the “generation gap” and the fact that many younger 
clients lack the capital to invest. However, if you focus on this market, it may open 
the door for a great referral source if your clients tell others about how you assisted 
them, and you may also have the opportunity to service your client’s parents. 
With a real movement towards lifestage financial planning, engaging clients early 
on in their working lives creates a great opportunity to partner your clients over 
the long term, from the starting out and wealth accumulation stages right through 
to retirement. 

1. Australian Bureau of Statistics. Cat no 3105.0.65.001 Australian historical population statistics table 38.
2. Australian Bureau of Statistics. Cat no 3105.0.65.001 Australian historical population statistics table 36
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Overall, there are many important issues that individuals 
need to consider when starting a family, but at least the 
financial issues can be made easier to manage via good  
financial advice.

The social security and family assistance benefits available to 
families are discussed below.

MaterNity payMeNt aNd MaterNity 
iMMuNisatiON allOwaNce
From 1 July 2006 the government has increased its    
commitment to assist new or extended families with financial 
support. The Maternity Payment is now $4,000 for any child 
born on or after 1 July 2006, increasing from $3,166. The 
payment is a one-off lump sum available to parents to assist 
with the cost of having a child. The payment can be claimed 
within 26 weeks of the birth of the child and paid directly into 
a bank account.  This payment is not assets or income tested.

The government also offers parents a one-off lump sum of 
$222.30 for children aged between 18 to 24 months who are 
fully immunised. This can be paid directly into an elected 
bank account and is also not assets or income tested.

faMily tax BeNefit (ftB) part a
A family is entitled to FTB Part A if they satisfy the following 
conditions:

❚ they have a dependant child aged under 21; 

❚ they have a qualifying dependant1 full-time student aged 
21 to 24; and 

❚ they earn income under a certain amount (amount varies 
depending on number and age of children). 

To receive the maximum benefit, the family income limit is 
$40,000 a year. If your income is greater, your payment will 
reduce by 20 cents for each dollar until your payment reaches 
the base rate payment of FTB Part A.

The base rate of FTB Part A will reduce by 30 cents for every 
dollar earned over $88,622 a year (plus $3,504 for each FTB 
child after the first) until your payment is reduced to nil.

 
A family’s income is made up of income from each member of 
the couple and based on adjusted taxable income (ATI). ATI 
includes the sum of the following amounts for that financial 
year: 

❚ taxable income;

❚ the value of any adjusted fringe benefits (calculated by 
reportable fringe benefit divided by 0.535);

❚ target foreign income;

❚ net rental property loss; and 

❚ tax free pension or benefit,

less the amount of the individual’s child maintenance 
expenditure.

This definition allows for a financial planning opportunity 
to assist clients to reduce their ATI by salary packaging 
concessional and/or exempt benefits. Also, where you have 
one parent planning to take time out of the workforce to look 
after children, the timing of this event can have a bearing on 
eligibility for the benefit, as the family income is calculated 
over a financial year.  

For example, John and Paula have decided that Paula is going 
to take time out of the workforce to spend more time with 
their son Ben, aged 2, before the birth of their second child 
in eight months. Paula is a school teacher earning $50,000 per 
annum and John works for the government in the tax office 
earning $100,000 per annum  

A financial adviser could make recommendations around 
the timing of Paula’s temporary absence from the workforce, 
giving her family the opportunity to access a full base rate 
benefit of FTB Part A of $1,828.65 per annum as within the 
thresholds.      

To receive some FTB Part A benefit, the maximum income 
levels are:

❚ $94,718 a year for a family with one dependant child 
under 18; and 

❚ $96,081 a year for a family with one dependant  
18–24 year old. 

The FTB is not assets tested.

For each child Per fortnight Per year

Under 13 years $140.84 $4,317.95*

13–15 years $179.76 $5,332.65*

16–17 years $45.36 $1,828.65*

18–24 years $61.04 $2,237.45*

For each child Per fortnight Per year

Under 18 years $45.36 $1,828.65*

18–24 years $61.04 $2,237.45*

*This includes a further $646.05 FTB Part A supplement which may be paid on assessment of the tax 
return  

TAble 1.  The mAximum RATe oF FTb PART A

TAble 2. bASe RATe oF FTb PART A
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ftB part B
Overview
From 1 July 2005 the government made amendments to 
modify the Income Test under FTB Part B.  Instead of applying 
the usual annual Income Test to secondary income earners 
across a financial year, the secondary income earner can now 
receive the maximum rate of FTB Part B for the period in the 
particular income year when they are not working.  

Clients may not be claiming these benefits because they are 
unaware of the benefit or believe they are not eligible.

The FTB Part B is also not subject to the social security  
Assets Test.  

The extra assistance for families provided by the government 
makes receiving FTB Part B easier where the lower income 
earner returns to work for the first time after the birth of a 
child. The definition of returning to work includes:

❚ an actual return to work (work an average of at least 10 
hours per week over four consecutive weeks); or

❚ an elected return to work (does not work for an average 
of ten hours per week over four consecutive weeks and 
chooses to advise in writing they have returned to work). 
For example, the mother decides to go back to work only 
one day a week for eight hours per week).

For the period of the year that the lower income earner was not 
at work and not receiving other employment-related income 
(eg paid leave or maternity leave), eligible parents:

❚ will be exempt from the FTB Part B Income Test; and 

❚ receive the maximum rate of FTB Part B.

The entitlement period “start date” for this concession is the 
later of:

❚ the day after ceasing work; or

❚ 1 July of the return to work year; or

❚ the day after the period of paid leave or other  
employment-related income ceases.

The end date is immediately before returning to work.

Due to the way in which the entitlement period works, the date 
the client finishes and returns to work can make a difference to 
the benefit. This is discussed further below.

 
Issues
If a client wishes to leave the workforce to give birth to their 
child and leaves in the last quarter of the financial year, they 
will generally return in the next financial year, meaning they 
don’t receive FTB Part B in the financial year in which they 
finished work.

For example – Joanne and Paul: Joanne and Paul have 
recently given birth to their first child, baby Ted. Joanne 
stopped working on 1 May 2006.  She is planning 
to take nine months of maternity leave, therefore  
re-entering the workforce at the start of February 2007. Joanne 
wants to know if she is eligible for FTB Part B while out of 
the workforce. Due to Joanne’s entitlement period starting on 
1 July (we are assuming that her income for the year is well in 
excess of $21,572 per annum), she will be entitled to the full 
FTB Part B from 1 July 2006 to 31 January 2007, but will not 
be entitled to FTB Part B for the first two months of maternity 
leave.

  
Opportunities

The timing of temporary absence from the workforce 
can have a bearing on the total number of eligible days for  
FTB Part B.  

Let’s revisit the above example with Joanne and Paul. Joanne 
wants to take nine months in total for maternity leave. If Ted 
was born in September and Joanne took from 1 September to 
1 June off work, then she would be entitled to FTB Part B for 
the full period off work.

It’s important to discuss these opportunities with your clients 
in the early stages of planning for a family.        

 
How to claim a benefit?
Eligibility is calculated after the end of the financial year when 
FTB payments are reconciled.

To claim FTB as a lump sum entitlement, the client must 
complete either a:

❚ FTB tax claim 2006 available from the Australian Tax 
Office (ATO), or

❚ FAO lump sum through Centrelink.

Age of youngest Per fortnight Per year

Under 5 years $120.96 $3,467.50

5–15 years (or 16–18 years $84.28 $2,511.20 
if a full-time student)

Advantages Disadvantages

Can temporarily leave workforce within Need to make personal claim 
financial year (earning above thresholds) 
and return within period and be eligible to 
claim FTB Part B

Receive benefit if return to actual or Income earned during financial  
elected work  year still assessed for FTB Part A

TAble 4.  ADvAnTAgeS/DiSADvAnTAgeS

TAble 3.  The mAximum RATe oF FTb PART b  
eFFecTive FRom 1 July 2006
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Case study one
Paula is pregnant and stops working in May 2005.  She decides 
to return to actual paid employment on 1 May 2006. Paula’s 
entitlement period begins on 1 July 2005 and ends on 31 April 
2006, so she will receive the maximum FTB entitlement.

Case study two
Linda has taken her paid maternity from 1 November 2005 
until 31 December 2005. She then takes unpaid leave until  
31 March and decides to use up part of her long service leave 
until 31 May. She returns to work on 1 June and will be 
entitled to:

❚ the daily rate of $9.50 (rates below) for 90 days, being the 
total benefit period from 1 January to 31 March    

 = 90 x $9.50 

 =$855

Child Care Benefit
Ongoing professional advice can assist clients with the cost 
of childcare. If a parent decides to return to the workforce, 
it’s important to manage the ever increasing costs of childcare 
given the range of care available.

Individuals deciding to go back to paid employment have 
to consider the types of care and associated costs. The    
government does provide some assistance through the Child 
Care Benefit and Child Care Tax Rebate.  

The Child Care Benefit is available to parents if:

❚ they have a child in their care;

❚ the child attends approved or registered care and the 
parents are liable to pay a child care fee;

❚ the child meets the immunisation requirements;

❚ the parent meets residency requirements; and

❚ the parents satisfy a work, study or training test 
(including part-time and full-time employment and 
volunteer work for 15 hours or more).

The maximum rate is payable for family incomes under $34,310 
per annum or families on income support. The minimum rate 
is payable for families with family income over $98,348 for 
one child and $106,629 for two children.

The benefit is not assets tested. 

You can assist clients to claim this benefit via the Family 
Assistance Office or their child care centre. 

Note that the definition of “approved care” is important as 
it will also affect eligibility for the Child Care Tax Rebate 
which is discussed below.

What is approved care?

Approved child care is care provided by a service provider that 
participates satisfactorily in the government funded quality 
assurance system and has been approved to receive the Child 
Care Benefit payment. Most long and family day care, before 
and after-school care are approved care facilities.

Child Care Tax Rebate
To assist clients further with child care costs, the government 
has introduced a Child Care Tax Rebate. Available from 1 
July 2004, the rebate can be claimed in the 2006/07 financial 
year through a client’s tax return for the 2005/06 financial 
year. Note that the rebate is always one year late due to the 
retrospective nature of income tax returns.

The rebate is a non-means tested tax rebate of up to 30 per 
cent of out-of-pocket expenses for approved childcare, with a 
maximum of $4,000 per child. The benefit is non-refundable 
but is transferable to a spouse.

Eligibility criteria for the rebate includes the following:

❚ applies to out-of-pocket expenses for approved childcare;

❚ parents must be receiving the Child Care Benefit for 
approved care;

❚ parents must meet the work/study/training test of 15 
hours per week; and

❚ the rebate must be claimed in the succeeding year’s  
tax return.

To assist clients to manage their cash flow requirements, you 
need to make sure you incorporate the tax refund in the client’s 
annual after-tax income.   

Case study 

Bill and Mary are married and pregnant with their first child.  
Mary is planning to take 12 months off work and then go 
back to her job as an assistant accountant earning $60,000 per 
annum Bill earns $60,000 per annum They are planning to 
utilise full-time care after 12 months until their child reaches 
school age. They have estimated their care costs to be $320 per 
week net of the Child Care Benefit based on the annual cost of 
$14,400 based on a 45-week year.  

Age of youngest Daily rate

Under 5 years $9.50

5-15 years (or 16 - 18 years if a full-time student) $6.88

TAble 5.  The DAily FTb PART b RATeS (incluDing The  
FTb PART b SuPPlemenT) FoR 2006-07 

cARe mAximum RATe minimum RATe

Approved care for non- Up to $2.96 per hour $0.497 per hour (up to 
school children (rate  (max. $148 based on $24.85 per week) 
available for school 50 hours) 
 children in 85% of rate)   

Registered care (rate  $0.497 per hour (up to $24.85 per week) for   
available for school   non-school child 
children in 85% of rate)                

TAble 6.  bASic RATeS
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The Child Care Rebate that they will be entitled to is the 
maximum $4,000 rebate calculated as follows:

❚ $14,400 * 30% = $4,320 > Maximum $4,000       

They are concerned about their ability to provide a private 
secondary school education for their child, so have asked their 
financial adviser to determine the most appropriate savings 
plan. They have also stated that they’re happy to balance their 
reduced cash flow in the years leading up to their child going 
to school, so they’re happy to put any government entitlements 
towards a long-term education savings plan.

Bill and Mary invest the government payments including 
Maternity Payment, FTB Part A & B and Child Care Rebate 
for 13 years and reinvested the earnings (based on growth of 
4.48 per cent and income of 3.75 per cent).  Given the level of 
capital invested, the income over the period should continue 
to be tax-free if invested in the minor’s name, but may be 
subject to higher tax towards the end of the investment cycle.  
After 13 years, the capital value of the investment after capital 
gains tax (CGT) is approximately $46,900 in future dollars.  

If the funds are invested via an insurance bond with income 
taxed at 30 per cent and no individual CGT liability upon sale, 
the net value after 13 years will be approximately $45,400 in 
future dollars.

There are strategies available to assist your clients to manage 
their cash flow throughout family changes and create a long-
term savings strategy by assisting them with maximising 
eligibility for government benefits. Alternatively, government 
benefits can be put towards a long-term savings plan which 
could assist in paying for the first few years of a private school 
education for their children.

cONclusiON   
Clients are generally comfortable paying for good strategic 
financial advice. By assisting and educating your clients on 
the government benefits available to them when commencing 
or growing their family, you can create empathy and 
understanding with your client about the financial concerns 
and issues they’re going through. 

By offering advice of this nature to young families as a 
packaged service, you could open your practice to a new 
segment of clients and a potential new referral source covering 
different generations, eg retiring/retired parents/ and clients’ 
friends in a similar lifecycle. In addition, you can also create 
new relationships with clients who will be important for the 
sustainability of your business over the long term. 
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