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Minister for Jobs, Innovation and Trade
Minister for Tourism, Sport and Major Events
Minister for Racing

121 Exhibition Street

Melbourne, Victoria 3000 Australia
Telephone: + 61 3 8392 2221

DX 210074

Ref: BMIN-2-20-2935

Senate Standing Committee on Economics
PO Box 6100

Parliament House

CANBERRA ACT 2600

By email: Economics.sen@aph.gov.au

RE: Treasury Laws Amendment (Research and Development Tax Incentive) Bill 2019

Dear Senators

| write in response to your invitation for submissions regarding the Treasury Laws
Amendment (Research and Development Tax Incentive) Bill 2019 (the Bill).

While the State Government of Victoria will not provide a formal submission at this time, as
the relevant Minister with portfolio responsibilities for Jobs and Innovation | am pleased to
write to convey the concerns already raised by several Victorian industry stakeholders.

The R&D Tax Incentive (RDTI) provides vital tax relief for Victorian industry, driving growth
through innovation and the incentive to conduct world class research and development
locally. Victoria’s priority industries may be particularly exposed to the proposed changes to
the RDTI, particularly given it is a state with strong research-intensive industries including
pharmaceuticals, financial technologies, food and ag-tech, and software development, as
well as a growing and ambitious startup ecosystem.

The Bill's attempt to improve the effectiveness and integrity of the RDTI is welcome, and |
acknowledge that the proposed amendments have been, in part, drafted in response to the
Review of the R&D Tax Incentive (2016 Review).

However, | would like to convey and reinforce the concerns of Victorian industry stakeholders
regarding the Bill. These relate to the anticipated reduction in the total tax concessions -
flowing to business, some perceived complexities and ambiguities in the Bill, and important
omissions.

Reduction of total concessions and refunds

The Bill implies effective reductions in the tax benefit for a significant number of companies,
including SMEs, reflected in the budgetary savings expected from the Bill. For instance, the
proposal to fix the refundable R&D tax offset to 13.5 per cent above a company’s tax rate
represents an effective reduction from 43.5 per cent to 41 per cent for companies with a
turnover of less than $20 million.

Industry associations have argued that research-intensive industries like the life sciences
sector will be more severely affected by these reductions than other industries. A recent
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