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21 September 2012

Mr Chris Jordan

Chair, Business Tax Working Group
The Treasury

Langton Crescent

PARKES ACT 2600

Email: BTWG@treasury.gov.au

Dear Mr Jordan,
RE: JANSSEN SUBMISSION TO BUSINESS TAX WORKING GROUP DISCUSSION PAPER

The Business Tax Working Group recently released a discussion paper that canvasses a
number of possible ways in which a cut to the company tax rate could be funded from within
the business tax system.

Janssen is a leading research-based pharmaceutical company. Research conducted by
Janssen has resulted in a number of critical medicines being developed and made available to
the Australian public.

Janssen supports a cut in Australia's corporate income tax rate because it will improve the
global competitiveness of Australian corporations, and a significant cut would likely increase
Australia’s ability to attract foreign investment. However, we are very concerned about some
of the options being considered by the Business Tax Working Group to offset a cut. In
particular, we are concerned about proposals to change the newly implemented Research
and Development (R&D) Tax Incentive in ways that would seriously undermine the ability of
Australian companies to attract foreign investment in R&D. Given that the stated purpose of
reducing the corporate income tax rate is to "increase Australia's ability to attract foreign
investment", it is counterproductive to implement other policies which would undermine the
ability of Australian companies to attract foreign investment in a high-value area like medical
research.
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The Australian Government has only recently introduced the R&D Tax Incentive. Abolishing
or changing the R&D Tax Incentive barely eighteen months after it was implemented would

send the worst possible signal to global investors and harm Australia's reputation as a stable
and predictable business environment.

The introduction of the R&D Tax Incentive has strengthened Janssen’s commitment to
Australian R&D. Australian and New Zealand scientists are internationally renowned for their
expertise. The most recent Scientific America Worldview Scorecard (July 2012) lists both
Australia and New Zealand in the top 10 countries globally for innovation in biotechnology.
International metrics such as this, coupled with our researchers’ outstanding track record for
drug discovery and development all attest to Australia’s prominence in this field.

In 2011-12, Janssen has invested in five important collaborative research agreements with
Australian biotechnology companies, universities and medical research institutes (worth in
excess of SA2.5 million) investigating future medicines. These R&D projects include
development of a rheumatoid arthritis vaccine, novel treatments for pain and a project
investigating new treatments for respiratory diseases.

Janssen is particularly opposed to the abolition of the non-refundable component of the R&D
Tax Incentive (C.1), which is the only program available in Australia to encourage companies
with an annual turnover of more than SA20 million to invest in Australian R&D and has been a
critical success factor in attracting funds for similar R&D programmes in the highly
competitive Asia Pacific market. This category would include the vast majority of
pharmaceutical companies operating in Australia, including Janssen.

Future expansion of Janssen’s current investment in Australian R&D projects and the
development of new, innovative programs will only be catalysed by maintaining the R&D Tax

Incentive unchanged.

Yours sincerely,
b |

Chris Hourigan
MANAGING DIRECTOR



