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Further SupplementaryExplanatotyMemorandum

Research and DevelopmentExpenditure

Theamendmentswill makefurthersupplementary
amendmentsto TaxationLawsAmendmentBill
(No.5) 1992 to providetransitionalanangementsfor
companiesand syndicateswhichsoughtorweregranted
registrationbetween31 March 1992and 10 June1992of
proposedprojectsthat involved R&D activities.

Financial impact:None



ResearchandDevelopmentExpenditure

Explanation of proposedamendments

TaxationLawsAmendmentBill (No.5) 1992(theBill) 4
proposesamendmentsto theresearchanddevelopment
(R&D) provisionsof theIncomeTar AssessmentAct1936
to giveeffect to theBudgetannouncementthat deductions
would be deniedto companiesforexpenditureto
governmentbodiesortheirassociateswherethe investors 4
arenot fully atrisk.

Theeffectof theamendmentsproposedby theBill on
companiesorsyndicatesthat havesoughtapprovalof R&D
proposalsfrom theIndustryResearchandDevelopment
Board(the IR&D Board)before 19 August 1992 is that
deductionsfor expenditureon theprojectswill notbe
allowableif theexpenditureis to a governmentbodyor
associate,the investor is not fully at risk, andany finance
schemerelatingto theR&D activitiesis enteredinto on or
after 19 August 1992.

Thesefurthersupplementaryamendmentswill extendto
30 June 1993theperiodfor enteringinto or varyingfinance
schemesfor companiesandsyndicateswhoseproposals
were lodgedwith orapprovedby theIR&D Boardbetween
31 March 1992and 10 June1992(the interim period- see
later notes).

Proposedsection73CB will denydeductionsfor R&D
expenditureincurredby acompanywhere:

• theexpenditureis incurredto a governmentbodyor
associate,otherthana governmentbody or associate
enteredon theRegisterof CommercialGovernment
Bodies(underproposedsection39HA of the [R&D
Act); and 4

• investorsareguaranteeda returnon orof anypartof
theirinvestment.
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FurtherSupplementaryExplanatoryMemorandum

However,proposedsection73CB will notapply to
companiesandsyndicatesif:

• theproposalto whichtheR&D expenditurerelates
falls into oneof thecategorieswhichqualifiesfor the
transitionalmeasure(seenoteson amendment2
below);and

• any financeschemerelatedto theproposalis not
enteredinto or variedafter30 June1992.

[AmendmentI, subclause32(2)J

Transitionalarrangement

Proposedsection73CB will not applyto expenditure
incurredon R&D activitiesby a companyor syndicate
where:

• any of thefollowing eventsrelatingto aproposal
which involvedR&D activitiesoccurredduring the
interim period:

• registrationwasgrantedundersection391
or39Pof theIR&D Act;

• an applicationwasmadeforregistration
undersection391 or39Pof theIR&D Act;

• an advanceeligibility ruling was issuedin
relationto an applicationforregistration
undersection391 or39Pof theIR&D Act; or

• an applicationfor an advanceeligibility ruling
wasmadein relationto anapplicationfor
registrationundersection391 or39Pof the
lR&D Act; and

• anyfinanceschemefor theR&D activitiesrelatingto
the projects was not enteredinto orvariedafter
30 June 1993.

[Amendment2, subclause32(2A)J
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ResearchandDevelopmentExpenditure

Sections39Jand39?

Expenditureincurredon R&D activitiesis tax deductible
only if thecompanythat incurstheexpenditureis registered
undersection393 or39?of theIR&D Act. Companiesseek
registrationofproposedR&D activitiesundersection391.
Syndicates(ie. two ormorecompaniesjointly involvedin a
proposalthat includesR&D activities)seekregistration
undersection39?.

Advanceeligibility ruling

Theterm“advancedeligibility ruling” is definedfor the
purposesof thetransitionarrangementsproposedby
subclause32(2A). An advanceeligibility ruling is a
statementissuedby theIR&D Boardin relationto a
proposedapplicationfor registrationundersection393
or 39?. It containsadvicethattheIR&D Boardis of the
opinionthatparticularactivitiesthat thecompanycarriedon
orproposesto carryon areR&D activities.

(Amendment 3, clause 32(3)J

Interim period

Theterm“interim period” is alsodefinedfor thepurposesof
thetransitionarrangementsproposedby subclause32(2).
Theinterim periodcommenceson 31 March 1992andends
on 10 June1992.

(Amendment 4, subclause 32(3))
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Correctionto theSupplementaryExplanatoryMemorandum

CORRECTION

TO THE

SUPPLEMENTARY EXPLANATORY MEMORANDUM

FOR

TAXATION LAWS AMENDMENT BILL (NO.5)1992

Thefollowing correctionsto theSupplementary
ExplanatoryMemorandumsubstitutelegislativecitationsto
correcterrorswhichoccurredat theprintingstage:

Page5:

• in thesecondandthird paragraphsundertheheading
“Applications for inclusionon the Registerof
CommercialGovernmentBodies” thecitations:
(Amendment 4, new subsection 39HC(1)] and
(Amendment 4, newsubsections 39HC(3) and (4)]
shouldbe
[Amendment 4 newsubsection39HE1(1)J and
[Amendment 4, newsubsections39110(3)and(4)],
respectively;

• at theendof thefourth paragraphundertheheading
“Applicationsfor inclusionon theRegisterof
CommercialGovernmentBodies” thecitation
(Amendment4, newsection39HE] should be
inserted;and

• in the paragraphunder“Deemedrefusalof
applicationafter90days” the citation:
(Amendment4, new subsection 39HC(2)] should be:
(Amendment4, newsubsection39HD(2)].
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Correctionto sheSupplementaryExplanatoryMemorandum

Page6: 4
• in thefirst andsecondparagraphsundertheheading

“Dateof effectofentryon theRegister” thecitations:
[Amendment4, newsubsection39HC(5)J and
[Amendment4, newsubsections39HC(6)and(7)] 4
should be:
(Amendment4, newsubsection39110(5)]and
(Amendment4, newsubsections39110(6)and(7)j
respectively.
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