28 February 2020

Senate Standing Committees on Economics
PO Box 6100

Parliament House

Canberra ACT 2600

Dear Senate Economics Legislation Committee,
Re: Treasury Laws Amendment (R&D Tax Incentive) Bill 2019 [Provisions]

Thank you for this Inquiry and the opportunity to make submissions in respect of proposed changes to
the R&D Tax Incentive (RDTI) as contained in the Treasury Laws Amendment (R&D Tax Incentive)
Bill 2019 (the Bill).

Bodycare Injury Management Pty Ltd and it's associated entities My Occ Health Record Pty Ltd and
Healthbook Pty Ltd is one of Australia's leading providers of occupational health services and
solutions. Since 2000, it has been our mandate to assist organisation’s in building healthy and
resilient workforces by providing holistic occupational health services that are underpinned by industry
leading technology and software systems.

Investment in R&D is an important, albeit costly and often risky, part of our corporate strategy. The
RDTI has supported our R&D effort for one years and has allowed us to pursue R&D projects that:

¢ Retain and grow R&D employment in Australia for our company
Retain and grow our knowledge based capital and intellectual property in Australia
Generate additional taxes for our company in Australia and additional income taxes across
the entire supply chain related to the projects we undertake

s Contribute additional benefits in Australia such as engagement with companies across our
supply chain which contributes to knowledge, market and network spillovers

e Enhance productivity via improved processes and additional capital investment.

Some of these projects may not have otherwise been pursued due to inherent technical risks. For
instance, the R&D incentive went a long way in allowing Bodycare to grow it's IT development team.

As a result of these important factors, the net financial benefit accruing to Australia from our R&D
activities far outweighs the short term cost of the RDTI.

We are very concerned by the Government's proposed changes to the RDTI, particularly the proposal
to reduce the refundable R&D tax offset to 13.5 percentage points above the relevant income tax rate
and the $4m cap on the cash refund. Qur immediate concem is the reduction to the base rate as that
will have a small, but not insignificant impact on our ability to undertake R&D. Even worse, if enacted
as is, it will impact our current year = where we have already budgeted on the current rate.

The current Bill contains almost identical R&D measures as those contained in the Treasury Laws
Amendment (Making Sure Multinationals Pay Their Fair Share of Tax in Australia and Other
Measures) Bill 2018 introduced in September 2018. The 2018 Bill was universally criticised and
rejected by all areas of industry, and the tertiary and research sectors; both through submissions to
Treasury and later to an inquiry by the Senate Economics Legislation Committee. The Committee
recommended the 2018 Bill be deferred until further examination and analysis of ‘unintended
consequences’ was undertaken. However the Committee’'s key recommendations have not been
considered in the current Bill.

How this impacts our business:

* Immediate impact on our R&D: The retrospective drop in the R&D benefit will have an
immediate and detrimental impact on our R&D budget; we will consider scaling back our
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operations, reducing our R&D headcount and/or reducing our costs in other areas. These
changes will hurt our bottom line, immediately and at a time when we can least afford it.
Furthermore, given that the central policy objective of the R&D Tax Incentive is to promote |
additional investment in R&D, it is difficult to reconcile how a retrospective application would
serve the program’s additionality target or spillover.

s Longer term impact on our R&D: At a rate of 13.5%, the RDTI helps offset the cost of
undertaking R&D in Australia. However, we note that other countries offer higher rates’
which, over the longer term, we will need to consider.

 Uncertainty deters investment: Constant reviews of the RDTI and multiple proposals to
reduce the benefit have eroded our confidence in the program; let alone the intensity measure
which means we can'’t even predict the current year's benefit in advance, This uncertainty
makes it impossible to plan ahead based on the RDTI and therefore fails in its primary
objective to incentivize R&D.

s Administration: The Bill includes various measures to improve administration, but none
address concerns raised by the Australian Small Business and Family Enterprise
Ombudsman which found both the ATO and Ausindustry approached reviews prejudicially as
a cost saving exercise and took too long to review claims. Reviews should be undertaken
without prejudice, transparently and in a timely fashion.

In the current economic climate, business needs Government leadership and support, especially
where it will help drive commercial innovation. The Government should increase its support for R&D
—the current proposal to reduce the benefit will have a direct and detrimental impact on existing R&D
activities and future spend by us on R&D in Australia.

We therefore oppose the Treasury Laws Amendment (Research and Development Tax
Incentive) Bill 2019 and recommend Government engage with industry on any future proposals
to change the RDTI.

We would welcome the opportunity to discuss our company and the value the R&D Tax Incentive

provides to us.

Regards,

Joel Queit
Chief Financial Officer
Bodycare Injury Management Pty Ltd

! The UK currently offers a 24.7% net benefit for smaller companies (less if cashed out) and New Zealand offers

15%.
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