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General Outline and Financial Impact of the Amendments

Theseproposedamendmentswill amendTaxationLawsAmendmentBill
(No.2) 1993toextendthe developmentallowanceandthegeneral
investmentallowanceto panelvanand utility iruckderivativesof motor
carsif designedtocarry loadsof 1 tonneormore.

The amendmentswill apply from thecommencementof eachallowance.
That is, to vehiclesorderedafter26February1992 in thecaseof the
developmentallowanceandto vehiclesorderedafter8 February1993 in
thecaseof the general investmentallowance.

The costof theamendmentunderthedevelopmentallowanceis impossible
toestimatebut, by thenatureof the allowance,is unlikely to be high. The
totalcostunderthegeneralinvestmentallowanceis unlikely to exceed
$2m.

Summary of proposed amendments

Thedevelopmentallowanceprovisionsand thegeneralinvestment
allowanceprovisionsareto beamendedsothat panelvansand utility
trucksderivedfrom a motorcarwill qualify for theallowancesif designed
tocarryloadsof I tonneormore. Such vehiclescannotqualify underthe
existingallowancesirrespectiveof theircarryingcapacity.

The amendmentswill apply from thecommencementof eachallowance.
That is, to vehiclesorderedafter26 February1992in thecaseof the
developmentallowanceandtovehiclesorderedafter 8 February1993 in
thecaseof thegeneralinvestmentallowance.

Explanation of the proposed amendments

Background

Thedevelopmentallowanceprovidesa deductionequalto 10% of the
capitalcostof theplant componentof projectscostingnot lessthan$50m
andwhich meetcertainothercriteriaspecifiedin theDevelopment
AllowanceAuthorityAct 1992. Theallowanceappliesto newplant
acquiredor constructedafter26 February1992andfirst usedor installed
readyforusebeforeI Jury 2002.

The generalinvestmentallowance,containedin TaxationLaws
AmendmentBill (No.2) 1993,is adeductionequalto 10%of thecostof
eligible plant. To qualify, thecostof a unit mustbe$3000ormoreand be
acquiredunderacontractenteredinto after8 February1993andbefore
1 July 1994. If constructedby a taxpayer,constructionmustcommence
betweenthosedates. As well, the propertymustbe first used,orbe
installedreadyfor use,before1 July 1995.



SupplementaryExplanoiotyMemorandum

Becauseof the similarity of bothallowances,entitlementto thegeneral
investmentallowanceis to bemainlyworkedoutusingtheexisting
developmentallowanceprovisions.

Certainclassesof propertyareexcludedfrom both allowances.Like the
former investmentallowance,neitherallowanceappliesto “motor cars,
stationwagons,panelvans,utility trucksor similar vehicles”
[subparagraph82AF(2)(a)(i)]. Othervehiclescanqualify if designedto
carry loadsof not lessthanI tonneor notfewerthan9 passengers
[subparagraph82AF(2)(a)(iii)].

A TaxationBoardof Reviewdecidedthat theexclusionof motorcars,
stationwagons,panelvans,utility trucksor similarvehiclesreferstomotor
carsandvehiclesderivedfrom amotorcar [CaseMIO 80 ATC 76;
(1980)23 CTI3R (NS) Case92].

So,no derivativeof a motorcar,suchasa panelvanor a utility truck, can
qualify for theallowances,irrespectiveof theirloadcarryingcapacity. By
comparison,vehiclesnotderivedfrom amotorcarbutof a similar
configurationand functionto motorcarderivedpanelvansandutiltity
truckscanqualify for theallowancesif designedtocarry a loadof I tonne
ormore.

The amendment

Thisdistinctionbetweenmotorcarderivedpanelvansandutility trucks,
andothervehiclesof similar function,is to beremoved. All utility trucks
andpanelvanswill beableto qualify for theallowancesif designedto
carryaloadof I tonneormore andif theysatisfy theotherconditionsfor
eligibility.

SubparagraphS2AF(2)(a)(i),which containsthemotorcarandderivative
exclusion,is to beamendedby removingutility trucksandpanelvans
designedtocarry loadsof 1 tonneormorefrom its application
(Clause19~4J.

Theterms“panel van” and “utility truck” arenotdefined. However,in
commonusage,they referto motorcars,the rearsectionof which hasbeen
speciallymodified for carryingloadsi~atherthanpassengers.Theterm
“panelvan” refersto sucha vehiclethathasanenclosedloadcarrying area.
Theterm “utility truck” refersto avehiclewith a well-typebox structure
which may becoveredwith a tarpaulinorsomeothercover.

Application

Thisamendmentisto applyfrom thecommencementof the two
allowances.Thatis achievedby specifyingthat theamendmentappliesin
respectof a unitof propertyacquiredorcommencedto beconstructed
after26 February1992,thecommencementdatefor thedevelopment
allowance(Clause19C(fl].
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SupplementaryExplanatoryMemorandum

Becauseof themannerinwhich entitlementtothegeneralinvestment
allowanceis workedoutunderthedevelopmentallowanceprovisions,it
follows that theamendmentwill alsoapplyin relationto thegeneral
investmentallowancewhichappliesto propertyacquiredorcommencedto
be constructedafter8 February1993.

Consequentialamendment

Vehicleswhich arcexcludedfrom the allowancesby paragraph82AF(2)(a)
arenot treatedasassetsundercapitalgainstax (CGT). Sectionl6OA
specifiesthat themeaningof assetunderCOT “doesnot includea motor
vehicleof akind mentionedinpangaph82AF(2)(a)”.

As aresultof theamendmentto bemadetoparagraph82AF(2)(a),section
I 6OA is to beamendedsothat panelvansandutility trucksdesignedto
carzyloadsof 1 tonneormoreare treatedasassets.This amendment
appliesin relationto suchvehiclesacquiredafterdateofintroduction
(Clauses19B& 19C(2)j.
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