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Accelerated depreciation versus a company tax cut

e  Labor maintains that accelerated depreciation is ‘a more efficient way of incentivising
investment than changing the corporate rate’.?

~  Labor has announced a New Australian Investment Guarantee under which businesses
will be able to immediately deduct 20 per cent of depreciable assets worth more than
$20 000, except motor vehicles, structures and buildings.?

- The Coalition has also expanded the instant asset write-off to medium size companies
and increased the threshold to $30 000 in the 2019-20 Budget.

e The key advantage of accelerated depreciation is that it would have a smaller fiscal impact
compared to a rate cut. This is because it only benefits companies which make additional
investments and does not benefit the existing stock of investments.

. However, accelerated depreciation has some significant disadvantages:

— it only benefits capital intensive industries, with labour-intensive business seeing little
benefit (particularly given Labor’s proposal excludes low-value assets such as
computers);

- it does not mitigate the incentive to shift profits to low-tax jurisdictions;

- it does not reduce the debt/equity bias caused by the deductibility of interest payments;
and

- where companies are in a loss position, it has no effect; further, it may push companies
into tax losses, blunting its effectiveness.
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Investment Guarantee. There is pressure from companies for changes to the corporate tax
rate, the mining sector is pushing heavily for further accelerated depreciation measures given
it didn’t get the corporate tax cut.
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he ALP has announced an investment
allowance (i.e. Australian Investment Guarantee) policy and changes to the imputation system
(denying refundability of franking credits).

. According to the Opposition Leader’s 25 June 2018 and 29 June 2018 press conferences, Labor will
prevent the legislated future decreases in the tax rate for companies with turnover below $50 million.
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ECONOMIC IMPACT OF INVESTMENT ALLOWANCES

TOP LINES:

Investment allowances favour capital intensive industries like mining and
financial services over less capital intensive activities. They will also tend to
benefit larger business more than smaller ones, given that large businesses are
typically more capital intensive.

Investment allowances do not address the incentive of multinational firms to
shift profits out of Australia to lower tax jurisdictions because this incentive is
dtiven by differences in statutory tax rates.

COALITION ACTION:

In May 2017, the Government successfully negotiated legislated company tax cuts for companies with
turnovers up to $50 million and bought these tax cuts forward by around 5 years in October 2018. These

tax cuts will enable small and medium business to increase investment in order to grow.

KEY FACTS AND FIGURES:

On 13 March 2018, Opposition Shadow Treasurer, Chris Bowen, announced the Australian Investment
Guarantee.

It would allow businesses to immediately expense 20 per cent of the value of eligible depreciable assets in
the first year of all new investments worth more than $20,000, with the balance depreciated in line with
normal depreciation schedules from the first year.

Assets such as tangible machinery, plant and equipment (for example, trucks and utes, but not buildings)
and intangible investments (such as patents and copyrights) would be eligible for the immediate deduction.

The Opposition’s adoption of the Government’s bring forward of small and medium business tax cuts on
12 October 2018 has delayed their Investment Guarantee policy by one year. The policy will now
commence in the 2021-22 financial yeat.

— 'The Opposition supported the Government’s legislated policy to bring forward the 25 per cent lower rate for
companies with turnover below $50 million. Labor claimed it would pay for the change in company tax rate policy
by delaying its planned introduction of the Australian Investment Guarantee by one year to 2021-22. “And to
underline that fiscal commitment we have made the decision to delay the implementation of our Australian
Investment Guarantee by one year.” Chris Bowen and Bill Shorten 12 October 2018 Press Conference.

Investment allowances favour some types of investments, firms and industries over others, such as capital
intensive mining industries over labour-intensive intensive service industries. Experience in Australia and
internationally shows that investment allowances result in special interest lobbying for more preferential
treatment, narrowing the tax base further. A corporate rate cut, in contrast, benefits all types of investment.

Before 2001, Australia had a comprehensive accelerated depreciation regime for capital assets. The regime
provided depreciation rates for assets based on effective lives adjusted by a loading of 20 per cent.
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* In September 1999 the Howard Government accepted the Ralph Review recommendation to reduce the
company tax rate from 36 per cent to 30 per cent. This policy change was partly funded by replacing the
accelerated depreciation regime with the current approach of depreciating assets over their effective lives.

KEY QUOTE:

* It favours capital intensive industties, with the Grattan Institute describing it as reminiscent of “old

economy” policies at the expense of many new economy companies that need less capital to grow such as
knowledge and service industries that are more labour intensive.

— Source: AFR, 10 April 2018, “Labot’s ‘old economy’ plan excludes 75pc of capex”
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INVESTMENT ALLOWANCE - LABOR

TOP LINES:

* Labor’s policy is a poot substitute.

* Businesses are not required to increase investment under their
policy. Labor’s policy has no requirement of investment additionality -
businesses can access the measure irrespective of whether the investment would
have occurred anyway.

« It favours capital intensive industries, with the Grattan Institute
describing it as reminiscent of “old economy” policies at the expense of
many new economy companies that need less capital to grow such as knowledge
and setvice industties that are more labour intensive.

Source: AFR, 10 April 2018, “Labor’s ‘old economy” plan excludes 75pc of capex™
* Labor’s policy of maintaining a high company tax rate is out of step with

the rest of the world and does not reduce incentives for companies to shift
profits offshore.

* Australia removed policies like Labor’s Investment Guarantee in the early
2000s as they were found less effective than a company tax cut.

BACKGROUND

ALP announcement
. On 13 March 2018, Chtis Bowen announced the Australian Investment Guarantee.

. It would allow businesses to immediately expense 20 per cent of the value of eligible depreciable assets in
the first year of all new investments worth more than $20,000, with the balance depreciated in line with
normal depreciation schedules from the first year.

- Assets such as tangible machinery, plant and equipment (for example, trucks and utes, but not buildings)
and imtangible investments (such as patents and copyrights) would be eligible for the immediate deduction.
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Global trends

The global trend over recent decades has been to reduce company tax rates and remove investment
allowances to compete more effectively for mobile investment while combating the incentive to shift
profits. It has both broadened their corporate tax bases and made them more secure.

If Australia were to adopt Labor’s policy while keeping its uncompetitive corporate tax rate in place, we
would heighten, not lessen, the incentive of multinational corporations to shift profits out of this
country. The temptation to book expenses in Australia while claiming profits overseas would be
stronger. While Australia has 2 number of integrity measures in place to deal with this risk, these
measures would come under further pressure as a result of this change.

Investment allowances favour some types of investments, firms and industries over others, such as
capital intensive mining industries over labour-intensive intensive service industries. Experience in
Australia and internationally shows that investment allowances result in special interest lobbying for
more preferential treatment, narrowing the tax base further. A corporate rate cut, in contrast, benefits all
types of investment.

Before 2001, Australia had a comprehensive accelerated depreciation regime for capital assets. The
regime provided depreciation rates for assets based on effective lives adjusted by a loading of
20 per cent.

In September 1999 the Howard Government accepted the Ralph Review recommendation to reduce the
company tax rate from 36 per cent to 30 per cent. This policy change was partly funded by replacing the

accelerated depreciation regime with the current approach of depreciating assets over their effective lives.

The Government’s investment incentives

The Government’s investment incentives for small business and innovation are targeted and
complement the Government’s commitment to a comprehensive company tax cut.

Instant Asset Write Off: Cash flow challenges and compliance costs of estimating and then
depreciating assets over several years make it more difficult for small business to invest in assets. The
‘Instant Asset Write-Off* for small businesses, provides businesses with turnover less than $2 million per
annum an immediate deduction (i.e. 100 per cent depreciation) for eligible assets costing less than
$20,000 acquired prior to 1 July 2017. This was subsequently extended to entities with turnover of less
than $10 million, and also extended to assets acquired until 30 June 2019.

In 2015, the Government has also announced it would give companies more flexibility to depreciate
their intangible assets, making startups' intellectual property and other intangible assets, a more
attractive investment option. However, Labor has blocked this reform, which was meant to
commence on 1 July 2017.

- Innovative companies are more likely to hold a high proportion of intangible or knowledge-based assets,
such as patents and copyrights. Investment in these assets is crucial to innovation and growth.
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- Unlike tangjble assets, however, intangible assets with a statutory effective life can’t be self-assessed to bring
their tax life in line with the economic life of the asset. This can reduce the depreciation benefit and increase
the cost of investment in these assets.

Melbourne Economic Forum modelling

. Modelling released by Victoria University academics Janine Dixon and Jason Nassios at the Melbourne
Economic Forum (10 April 2018) was reported to show that a permanent investment subsidy produces
more economic benefits than a tax cut with equivalent fiscal cost.

. The Victoria University modelling does not reflect the Government’s announced tax cut policy. For
example, they assume different stare dates for a company tax cut.

. A key drawback of an investment subsidy that is not mentioned in reports on the study is that it has no
effect on the incentive to shift profits to jurisdictions with lower statutory tax rates.
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. The current Opposition proposal, known as the Australian Investment Guarantee is a
form of accelerated depreciation, which would allow businesses to immediately
expense 20 per cent of the value of eligible depreciable assets in the first year of all new
investments, with the balance depreciated in line with normal depreciation schedules
from the first year.

—  This proposal is a hybrid of the accelerated depreciation arrangements that
applied prior to 2001 and the current depreciation rules which depreciate an asset

over its effective life.
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Treasurer suggested the economic activity generated by the Coalition’s long-term income tax cuts and friendlier industrial relations
environment would suffice and therefore company tax cuts were not necessary. Shadow Treasurer opposed to further company tax
relief. Coalition have ruled it out for next term if the party wins the election. The Treasurer states that businesses will still benefit
under Coalition with the activity generated by income tax cut. Shadow Treasurer states Labor’s Investment Guarantee Policy will
reduce tax on investment down to 26 per cent and would allow businesses to deduct 220 per cent off any new eligible assets worth
more than $20,000.

The Business Council of Australna sald it will continue to push for lower company rates for all companies but in the interim, argued for
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Quotes
lJosh Frydenberg on opp and aging aspi
"Our values are key: encouraging the individual and their enterprise... backing hip and small busin g

effort and hard work... fairness is achieved through equality of opportunity, not equality of cutcomes.”

Josh Frydenberg on aspiration as part of the Coalition’s economic plan

“Our ic pan... has aspiraticn, produ y, growth and fiscal discipline at its core... Our plan, recognising that the private
sector employs nine out of every ten workers, is focused on making sure that businesses stay competitive, keep investing and
continue to hire more workers. This is the pathway to wealth ion, job ion and higher wages."

Chris B on i to 5 yearly Equality of Opportunity PC reviews
“As Treasurer, | would task the Productivity Commission with producing five yearly reports on how we are going as nation in
improving equality of opportunity and social mobility. These would be produced on the same ble as the ]

reports and would provide a sti for a proper national discusslon about what is working and what is not when it comes to
giving each and every Australian child a fair go at achieving their full ial. Like productivity and economic growth statistics,
this report would help equality of opp: y as a central focus in the debate about s advancement
and ic develop | believe passi: ly in equality of. as a matter of social justice, of faimess. But even if
I didn't, 'd believe in it as sensible economic policy, as being vital to our future to ensure that all our talents as a nation are being
harnessed.”

Chris Bowen on Pursuit of ‘Sustainable Fairness’
‘By making the tough decisions, as well as ing the nt's tax cuts, we have been setting out to do three
things. Firstly: to deal with debt and deficit in a better and faster way thanthe i b dly, to fund policies

we regard as important for economic growth, like our A i i in human capital in schools,
TAFE and university and our “FutureAsia” agenda for example; and thirdly, to enable us to sustainably pursue the Labor agenda of
improving the fairness of our y and tackling it lity.”
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Investment and SES responsible: Paul McCullough

Depreciation Allowance Updated: 30/5/2018

What is the problem?

J The global trend over recent decades has been to reduce company tax rates and remove
investment allowances to compete more effectively for mobile investment while combating the
incentive to shift profits.

Why is it important?

. Investment allowances and accelerated depreciation schemes favour capital intensive industries
over businesses that are developing their own intellectual property or are labour intensive.

. If Australia were to offer a capital investment allowance while keeping its current corporate tax rate
in place this would be out of step with international practice and with previous Australian reforms
which have sought to broaden the tax base but lower the rate.

— This would heighten the incentive of multinational corporations to shift profits out of
Australia.
. Time limited investment subsidies would only bring forward investment, rather than generate new
investment. This may be appropriate as an economic stimulus response, but would not provide any
long run economic benefit.

Accelerated depreciation schemes tend to have a higher upfront Budget costs in the short run than
headline rate cuts.

=
3

?

On 13 March 2018 the ALP announced its Australian Investment Guarantee. This policy allows
businesses to immediately expense 20 per cent of the value of eligible depreciable assets in the
first year of all new investments, with the balance depreciated in line with normal depreciation
schedules from the first year.

The US has implemented an instant asset write off for investments in plant and equipment as part
of the Tax Cuts and Jobs Act from 1 January 2018. The write off expires in 2022.

When?

. Prior to 2001, Australia had a comprehensive accelerated depreciation regime for capital assets.
The regime provided depreciation rates for assets based on effective lives adjusted by a loading of
20 per cent.

. In September 1999, the Howard Government accepted the Ralph Review recommendation to

reduce the company tax rate from 36 per cent to 30 per cent. This policy change was partly funded
by moving away from the former accelerated depreciation regime towards the current regime,
which generally depreciates assets over their effective lives.

. Investment allowance and accelerated depreciation policies implemented after the 1999-2001
company tax rate reduction and base broadening reforms have been temporary or targeted to
either expenditure on certain assets or towards certain industries.

How
e Any investment allowance or accelerated depreciation scheme would require legislation change.



HYE
Text Box
FOI 2543 Document 13


Parliamentary Budget Office Estimates of ALP
Australian Investment Guarantee

2018-19 Forward
Estimates

Total Financial -1,790 -1,590 -3,360

Impact

Estimates are as announced by the Shadow Treasurer on 13 March 2018. PBO costing
has not been released publicly.

Grattan Institute Report on Company Tax

* In February 2017, the Grattan Institute released the report Stagnation Nation?
Australian investment in a low growth world. The report examined alternatives to a
company tax cut including accelerated depreciation, investment allowances, an
allowance for corporate equity, a destination based cash flow tax and limiting tax
cuts to small businesses.

Treasury views on the Grattan report

* The Grattan Institute report reaffirms the consensus view among economists that a
company tax cut will generate an increase in business investment.

* The report does not draw strong conclusions about the best policy alternative among
a tax cut, accelerated depreciation, investment allowances or more structural
changes.

* The report supports many of the arguments that the Government has used to
support the company tax reforms.

* Grattan notes that a temporary allowance for investment may just bring investment
forward, rather than increase it.

18/09/2019
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Top lines

Labor’s policy is a poot substitute for the comprehensive company tax reform the Government is
implementing through the Enterprise Tax Plan.

Businesses are not required to increase investment under their policy. Labor’s policy has no
requirement of investment additionality - businesses can access the measure irrespective of whether the
investment would have occurred anyway.

It favours capital intensive industries, with the Grattan Institute describing it as reminiscent of
“old economy” policies at the expense of many new economy companies that need less capital to grow
such as knowledge and service industries that are more labour intensive.

Source: AFR, 10 April 2018, “Labor’s ‘old economy’ plan excludes 75pc of capex”

Labot’s policy of maintaining a high company tax rate is out of step with the rest of the world and
does not reduce incentives for companies to shift profits offshore.

Australia removed policies like Labor’s Investment Guarantee in the early 2000s as they were
found less effective than a company tax cut.

ALP announcement

On 13 March 2018, Chris Bowen announced the Australian Investment Guarantee.

It would allow businesses to immediately expense 20 per cent of the value of eligible depreciable assets in
the first year of all new investments, with the balance depreciated in line with normal depreciation
schedules from the first year.

- Assets such as tangible machinery, plant and equipment (for example, trucks and utes, but not buildings)
and intangible investments (such as patents and copyrights) would be eligible for the immediate deduction.

The scheme would commence in the 2020-21 financial year.

The Parliamentaty Budget Office has costed the proposal at $3.4 billion over the forward estimates and
$10.3 billion over the medium term.

BACKGROUND

The global trend over tecent decades has been to reduce company tax rates and remove investment
allowances to compete more effectively for mobile investment while combating the incentive to shift
profits. It has both broadened their corporate tax bases and made them more secure.

If Australia were to adopt Labor’s policy while keeping its uncompetitive corporate tax rate in place, we
would heighten, not lessen, the incentive of multinational corporations to shift profits out of this
country. The temptation to book expenses in Australia while claiming profits overseas would be
stronger. While Australia has a number of integrity measures in place to deal with this risk, these
measures would come under further pressure as a result of this change.
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. Investment allowances favour some types of investments, firms and industries over others, such as
capital intensive mining industries over labour-intensive intensive service industries. Experience in
Australia and internationally shows that investment allowances result in special interest lobbying for
more preferential treatment, narrowing the tax base further. A corporate rate cut, in contrast, benefits all
types of investment.

. Before 2001, Australia had a comprehensive accelerated depreciation regime for capital assets. The
regime provided depreciation rates for assets based on effective lives adjusted by a loading of
20 per cent.

. In September 1999 the Howard Government accepted the Ralph Review recommendation to reduce the
company tax rate from 36 per cent to 30 per cent. This policy change was partly funded by replacing the
accelerated depreciation regime with the current approach of depreciating assets over their effective lives.

The Government’s investment incentives

. The Government’s investment incentives for small business and innovation are targeted and
complement the Government’s commitment to a comprehensive company tax cut.

. Instant Asset Write Off: Cash flow challenges and compliance costs of estimating and then
depreciating assets over several years make it more difficult for business to invest in assets. The ‘Instant
Asset Write-Off for small businesses, provides businesses with turnover less than $2 million per annum
an immediate deduction (i.e. 100 per cent depreciation) for eligible assets costing less than $20,000
acquired prior to 1 July 2017. This was subsequently extended to entities with turnover of less than
$10 million, and also extended to assets acquired until 30 June 2018.

. In 2015, the Government has also announced it would give companies more flexibility to depreciate
their intangible assets, making startups' intellectual property and other intangible assets, a more
attractive investment option. However, Labor has blocked this teform, which was meant to
commence on 1 July 2017.

- Innovative companies are more likely to hold a high proportion of intangible or knowledge-based assets,
such as patents and copyrights. Investment in these assets is crucial to innovation and growth.

- Unlike tangible assets, however, intangible assets with a statutory effective life can’t be self-assessed to bring
their tax life in line with the economic life of the asset. This can reduce the depreciation benefit and increase
the cost of investment in these assets.

Other investment incentives

. Since the phased removal of a broad accelerated depreciation regime in 2001, various Australian
Governments have implemented temporary or targeted accelerated depreciation regimes and investment
allowances.

. Small businesses can access the small business depreciation pooling provisions. Eligibility criteria for
businesses and assets have varied over time, but cutrently assets costing mote than $20,000 are added to
the small business pool and written off at an accelerated rate, being 15 per cent of the cost in the first
year and 30 per cent of the cost in all subsequent years. The balance of the small business pool can also
currently be written off at the end of an income year if its balance is less than $20,000.
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. The Abbott Government also introduced new accelerated depreciation for primary producers, which
allows taxpayers to immediately deduct the cost of fencing and water facilities (tather than depreciate
them over time) and deduct the cost of fodder storage assets over three years.

. The Rudd Government’s stimulus response to the Global Financial Crisis included an investment
allowance, being an additional tax deduction. This deduction was in addition to the ordinary
depreciation deductions taxpayers could claim for these assets. The investment allowance applied to
certain new tangible depreciating assets costing $10,000 or more that businesses committed to investing
in between 13 December 2008 and 30 June 2009 and installed ready for use by 31 December 2010.

Melbourne Economic Forum modelling

* Modelling released by Victoria University academics Janine Dixon and Jason Nassios at the Melbourne
Economic Forum (10 April 2018) was reported to show that 2 permanent investment subsidy produces
more economic benefits than a tax cut with equivalent fiscal cost.

— The Victoria University modelling does not reflect the Government’s announced tax cut policy. For example, they
assume different start dates for a company tax cut.

— A key drawback of an investment subsidy that is not mentioned in reports on the study is that it has no effect on
the incentive to shift profits to jurisdictions with lower statutory tax rates.
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LABOR’S INVESTMENT ALLOWANCE

Top lines

Labor’s policy is a poor substitute for the comprehensive company tax reform the Government is
implementing through the Enterprise Tax Plan.

Businesses are not required to increase investment under their policy. Labor’s policy has no
requirement of investment additionality - businesses can access the measure irrespective of whether the
investment would have occurred anyway.

It favours capital intensive industries, with the Grattan Institute describing it as reminiscent of
“old economy” policies at the expense of many new economy companies that need less capital to grow
such as knowledge and service industries that are more labour intensive.

Source: AFR, 10 April 2018, “Labor’s ‘old economy’ plan excludes 75pc of capex”

Labor’s policy of maintaining a high company tax rate is out of step with the rest of the world and
does not reduce incentives for companies to shift profits offshore.

Australia removed policies like Labor’s Investment Guarantee in the early 2000s as they were
found less effective than a2 company tax cut.

ALP announcement

On 13 March 2018, Chris Bowen announced the Australian Investment Guarantee.

It would allow businesses to immediately expense 20 per cent of the value of eligible depreciable assets in
the first year of all new investments, with the balance depreciated in line with normal depreciation
schedules from the first year.

- Assets such as tangible machinery, plant and equipment (for example, trucks and utes, but not buildings)
and intangible investments (such as patents and copyrights) would be eligible for the immediate deduction.

The scheme would commence in the 2020-21 financial year.

The Parliamentary Budget Office has costed the proposal at $3.4 billion over the forward estimates and
$10.3 billion over the medium term.

BACKGROUND

The global trend over recent decades has been to reduce company tax rates and remove investment
allowances to compete more effectively for mobile investment while combating the incentive to shift
profits. It has both broadened their corporate tax bases and made them more secure.

If Australia were to adopt Labor’s policy while keeping its uncompetitive corporate tax rate in place, we
would heighten, not lessen, the incentive of multinational corporations to shift profits out of this
countty. The temptation to book expenses in Australia while claiming profits overseas would be
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stronger. While Australia has a number of integtity measures in place to deal with this risk, these
measures would come under further pressure as a result of this change.

. Investment allowances favour some types of investments, firms and industries over others, such as
capital intensive mining industries over labour-intensive intensive service industries. Experience in
Australia and internationally shows that investment allowances result in special interest lobbying for
more preferential treatment, narrowing the tax base further. A corporate rate cut, in contrast, benefits all
types of investment.

. Before 2001, Australia had a comprehensive accelerated depreciation regime for capital assets. The
regime provided depreciation rates for assets based on effective lives adjusted by a loading of
20 per cent.

. In September 1999 the Howard Government accepted the Ralph Review recommendation to reduce the
company tax rate from 36 per cent to 30 per cent. This policy change was partly funded by replacing the
accelerated depreciation regime with the current approach of depreciating assets over their effective lives.

The Government’s investment incentives

. The Government’s investment incentives for small business and innovation are targeted and
complement the Government’s commitment to a comprehensive company tax cut.

. Instant Asset Write Off: Cash flow challenges and compliance costs of estimating and then
depreciating assets over several years make it more difficult for business to invest in assets. The ‘Instant
Asset Write-Off” for small businesses, provides businesses with turnover less than $2 million per annum
an immediate deduction (i.e. 100 per cent depreciation) for eligible assets costing less than $20,000
acquired priot to 1 July 2017. This was subsequently extended to entities with turnover of less than
$10 million, and also extended to assets acquired until 30 June 2018.

. In 2015, the Government has also announced it would give companies more flexibility to depreciate
their intangible assets, making startups' intellectual property and other intangible assets, a more
attractive investment option. However, Labor has blocked this reform, which was meant to
commence on 1 July 2017.

- Innovative companies are more likely to hold a high proportion of intangible or knowledge-based assets,
such as patents and copyrights. Investment in these assets is crucial to innovation and growth.

- Unlike tangible assets, however, intangible assets with a statutory effective life can’t be self-assessed to bring
their tax life in line with the economic life of the asset. This can reduce the depreciation benefit and increase
the cost of investment in these assets.

Other investment incentives

. Since the phased removal of a broad accelerated depreciation regime in 2001, various Australian
Governments have implemented temporary or targeted accelerated depreciation regimes and investment
allowances.

. Small businesses can access the small business depreciation pooling provisions. Eligibility criteria for
businesses and assets have varied over time, but currently assets costing more than $20,000 are added to
the small business pool and written off at an accelerated rate, being 15 per cent of the cost in the first
year and 30 per cent of the cost in all subsequent years. The balance of the small business pool can also
currently be written off at the end of an income year if its balance is less than $20,000.

Page 2 of 3
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. The Abbott Government also introduced new accelerated depreciation for primary producers, which
allows taxpayers to immediately deduct the cost of fencing and water facilities (rather than depreciate
them over time) and deduct the cost of fodder storage assets over three years.

. The Rudd Government’s stimulus response to the Global Financial Crisis included an investment
allowance, being an additional tax deduction. This deduction was in addition to the ordinary
depreciation deductions taxpayers could claim for these assets. The investment allowance applied to
certain new tangible depreciating assets costing $10,000 ot more that businesses committed to investing
in between 13 December 2008 and 30 June 2009 and installed ready for use by 31 December 2010.

Melbourne Economic Forum modelling

* Modelling released by Victoria University academics Janine Dixon and Jason Nassios at the Melbourne
Economic Forum (10 April 2018) was reported to show that a permanent investment subsidy produces
more economic benefits than a tax cut with equivalent fiscal cost.

— The Victoria University modelling does not reflect the Government’s announced tax cut policy. For example, they
assume different start dates for a company tax cut.

— A key drawback of an investment subsidy that is not mentioned in reports on the study is that it has no effect on
the incentive to shift profits to jurisdictions with lower statutory tax rates.
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From:
Sent:
To:
Subject:

10 April 2012

-mwmu

ere is a new ECM commitment (ECM C290, Australian
lnvestment Guarantee). We're thinking it belongs to (OITD, as it is part of a
small business policy package. Is that right?

Hi
Yes, that one is us - at least, largely us but we'll collaborate with ITD on

ani small business angle
Mh a request soonish

i}?\‘

On further reflection, do you think it makes sense to cover off on this
mmitm rt of the small bus policy package implementation brief?

Ah, good question. I think keep it separate for now, but I'll raise it with the
relevant teams (IITD is leading on small business)

1 think it'll be based on whether/how much altemative approaches might
want to be discussed (ie, cutting the corporate rate)

but i havent actually spoken to them yet

09:50

09:51
09:51

05:52

09:58

10:56

10:58

10:58

10:58
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From:
Sent:
To:

Cc:
Subject:

WSS

The ALP AIG policy does not cover passenger motor vehicles, but it would apply to non-passenger motor vehicles
such as lorries, vans, utes and trucks that are used to support trade businesses where there value is greater than

$20,000.

=OFFICIAL]

The policy does not facus on investment in energy efficient technologies, but on investment generally. It would be
strange to limit it to energy efficient non-passenger motor vehicles, but then allow it to also apply to investment in
coal mines, for example.

I am happy for you to give them my contact, if necessary, or if you need more information to pass along to them,

iliai let me know.
o™

To
Cc: McDonald, Hamish

Subject: RE: IDC on Climate Change [SEC=0FFICIAL|

wE RS

Thank you for your time just now! As discussed, understand that you're aware of the Australian Investment
Guarantee (AlG) which we understand to be a broad based policy the ALP have designed to incentivise greater
business investment in the economy.

The AIG came up in a conversation that we had with Department of the Environment and Energy, Dept of
infrastructure Regional Development and Cities (DIRDC) and other agencies in an IDC earlier this morning, The AIG
was discussed, in the context of being a means for accelerating investment in lower emissions vehicles to deliver on
the ALPs economy wide emissions reduction target.

But the relevant agencies did not seem to be aware that the ALPs policy is broad based in nature and we have
advised DEE and DIRD that Treasury’s Revenue Group is the lead agency on the AlG.

Please let me know if you would like to get in touch with DIRD or DEE to influence their thinking on what effect the
policy may have on incentivising more efficient vehicles - given it is just as likely that businesses may use this
program to invest in inefficient vehicles - if the eligibility doesn’t include an efficiency criterion. Alternatively, we're

just as happy to pass this message on to those agencies.

Alternatively, if we get any further questions from relevant agencies on this policy — we will direct them on to you
guys.

Cheers




From: McDonald, Hamish <Hamish.McDonald @ TREASURY.GOV.AU>
A ~ Anril 114

Thanks for the meeting earlier today.

| have one extra change to the spreadsheet: “3.3 Australian Investment Guarantee” sits with Treasury’s revenue
group to lead, rather than DIRD, please. Tsy will of course need to work closely with DIRD on the vehicle related
parts of it.

Cheers
Hamish

Colleagues

For tomorrow’s Climate Change IDC, we have prepared the attached spreadsheet of measures announced as part of
the ALP’s Climate Change Action Plan (see:
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s22
From:
sent: |Al,2.-l-.-‘..l-.. NA Al ANAN =AM NDAA
To: B
Cc:
Subject: Australian Investment Guarantee question [SEC=PROTECTED]
s 22
Hi

Earlier you asked a question about the Australian Investment Guarantee, specifically what assets were eligible.
Whilst what | said was broadly correct,$ 22 1as pointed out that the ALP has specified further detail in their AIG Fact

Sheet —important parts copied below (for which, thanks Jack!).

The scope and key design features of the new Australian Investment Guarantee are:

¢ Eligible assets will include tangible machinery, plant and equipment for both upgrades and new purchases
(for example, farm tractors and food processing machinery)

e Depreciable intangible assets (often referred to as “knowledge assets”) which make up an increasingly larger
component of non-mining investment will also be eligible (for example, patents and copyrights)

e Investments in structures and buildings are excluded, consistent with previous accelerated depreciation
policies used in Australia

» |t would not apply to otherwise eligible expenditure currently claimed under the existing research and
development tax concession

e It would not apply to passenger motor vehicles, but it would apply to non-passenger motor vehicles such as
lorries, vans, utes and trucks that are used to support trade businesses

e It would only apply to eligible investments valued at over $20,000 {with no pooling of assets allowed) to
ensure it is well-targeted at productivity-enhancing investments

gannv to discuss if you have any questions,
s

Palicy Analyst

Corporate and International Tax Division

The Treasury, Langton Crescent, Parkes ACT 2600
AUSTRALIA

phone$ 22

email:® 22 Jtreasury.gov.au
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24 April 2019

Sure am

's up?
“ed in passing a question about the AIG brief

mainly about what constitues an eligible asset
i said that to date labor statements have been fairly broad, but only ruling out certain things like buildings
but would need to be determined later

W with that, but if I have made an error, grateful if you could correct me

That is almost correct

Mings/stmctures, it also excludes passenger vehicles (non-passenger vehicles like trucks, utes etc are inclu

ah, ok
but did labor issue a formal list?
or was this just described in general terms

oralink to a irtlcular part of the existing tax law

they were pretty specific
I'll send you the relevant link

+ Eligible assets will include tangible machinery, plant and equipment for both upgrades and
new purchases (for example, farm tractors and food processing machinery)

« Depreciable intangible assets (often referred to as "knowledge assets") which make up an
increasingly larger component of non-mining investment will also be eligible (for example,
patents and copyrights)

+ Investments in structures and buildings are exctuded, consistent with previous accelerated
depreciation policies used in Australia

= It would not apply to otherwise eligible expenditure currently claimed under the existing

1



research and development tax concession

« It would not apply to passenger motor vehicles, but it would apply to non-passenger motor
vehicles such as lorries, vans, utes and trucks that are used to support trade businesses

« It would only apply to eligible investments valued at over $20,000 (with no pooling of assets

;EDZWM) to ensure it is well-targeted at productivity-enhancing investments

OK. thanks **
s 22

No worries

Anytim!

anv time*!
s 22

lol

— 29 April 2019

HS 22 oy may be aware we have had a problem with our wikis and we're doing a rollback
can you have a look at this budget wiki to see if it was essentially where you left it?

hgg://tweb/siIes/rq/citd/restor/citd/ Budget.aspx
s

Hey‘[s 22

2%

unfortunately I'm getting a permissions issue>?

Anyone else getting this problem
s22

yeah, sorry about that
helpfully, i can put it up on my screen
sdzignf realise that others couldnt see it iS22 :ame over

No worries
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From:
Sent: i -
To:
Subject:
18 April 2019
Hi ust making sure that you're receiving the CITD briefings that i've

been putting on your sharepoint
Just added another on Build to Rent

Yes, thank you. They are looking good. Will take a look at build to rent
soon. Also, are you here next week?

24 April 2019

!I, please !e a!vnsed that I've dropped an updated Australian Investment

Guarantee briefing in the SSU's CITD folder

There are a few general improvements, but the key from a messaging
perspective is that the AIG is an 'investment incentive' not an investment

Later today, there will be an updated Tax Transparency briefing, given the
press in the AFR this morning (among other things)

and ideally today there will also be a briefing on thin cap, just solving some
techincal issues

*technical
I'll let you know when those go in
01 May 2019

H.FYI CITD will be at a planning day tomorrow

14:17

14:17

15:02

15:02
15:.02

15:02

15.02

10:56

10:57

10:57

10:57

10:58

10:58
10:58

14:03
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s22
From:
To: McCullouah. Paul
Ce: s22 Frands. Geoff; 22
Subject: Hor inquiry - impediments to business investment [SEC=UNCLASSIFIED]
Date: Tuesday, 4 June 2019 12:06:10 PM
Hi Paul

The recommendation in the House of Reps inquiry into impediments to business investment that
we need to respond to by 20 June is:

Recommendation 8
The committee recommends that the Australian Government reduce the company tax

rate in Australia to 25 per cent for all companies by 2026-27.
There is a dissenting report with a recommendation about the Australian Investment Guarantee,

but the Government is not required to respond to dissenting recommendations from the House
inquiries, and so we are not being asked to draft a response to that one.

s 22
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s22
From: s22
Sent: Tuesday, 28 August 2018 2:41 PM
To: Brine, Matthew
Cc: McCullough, Paul
Subject: Summary of Opposition's policy [SEC=UNCLASSIFIED]
Matt

if you need it for backpocket, a short summary of the Oppaosition’s Australian Investment Guarantee is below:

The Australian Investment Guarantee is intended to be a permanent feature of the tax system. From 1 July 2020, all
businesses operating in Australia will enjoy @ new Australian Investment

Guarantee. It is a form of accelerated depreciation that allows businesses to immediately expense 20 per cent of the
value of eligible assets in the first year of all new investments, with the balance depreciated in

line with normal depreciation schedules from the first year. Eligible assets valued at over $20,000, such as tangible
machinery, plant and equipment (both for upgrades and new purchases), non-passenger motor vehicles,
computerised technology and intellectual property such as patents and copyrights, are able to access the guarantee.

s 22

Senior Adviser

Large Corporates Unit

Corporate and International Division

The Treasury. Lanston Crescent, Parkes ACT 2600
phone:

emailS 22 @treasury.gov.au
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Subject: RE: Special requests for Tuesday
Attachments: 12-04-2018 Domestic history of tax incentives to encourage investment - ....docx;
12-04-2018 Domestic history of tax incentives to encourage investment -f....docx

Hi Paul

The attached notes reflect our thinking on the investment aliowance/accelerated depreciation merits prepared at
the time of the ALP Australian Investment Guarantee policy announcement.

Thomas is putting this into the new Senate Estimates format now, but happy to discuss in the meantime.

treasury.gov.au

Manager | Large Corporates Unit
Mbivision Treasury, Langton Crescent, Parkes ACT 2600 T _

--—-Original Message-----
From: McCullough, Paul

se . .

Cc
Subject: [SEC=UNCLASSIFIED] Special requests for Tuesday

.«

can you please get a few people together and get me a position on what we think about investment

allowances and accelerated depreciation? Are they a good idea now? Also, what are the key features of labor’s IA
policy?




Thanks all.

Sent from my iPhone



BUSINESS INVESTMENT TAX INCENTIVES
KEY POINTS

Aside from changing the company tax rate, tax measures to encourage business
investment generally take one of two forms; investment allowances and accelerated
depreciation.

—  Accelerated depreciation regimes generally bring forward the timing of
depreciation deductions that would normally arise in later years, whereas
investment allowances provide an additional tax deduction over and above the
cost of the asset (which is generally deductible over time).

Since the phased removal of a broad accelerated depreciation regime in 2001, various
Australian Governments have implemented temporary or targeted accelerated
depreciation regimes and investment allowances.

ADDITIONAL INFORMATION

Prior to 2001, Australia had a comprehensive accelerated depreciation regime for
capital assets. The regime provided depreciation rates for assets based on effective lives
adjusted by a loading of 20 per cent. Depreciation rates were then broadbanded into one

of seven rate groups.

In September 1999 the Howard Government accepted the Ralph Review
recommendation to reduce the company tax rate from 36 per cent to 30 per cent. This
policy change was partly funded by moving away from the former accelerated
depreciation regime and towards the current regime, which generally depreciates assets
over their effective lives.

Investment allowance and accelerated depreciation policies implemented after the

1999-2001 company tax rate reduction and base broadening reforms have been

temporary or targeted to either expenditure on certain assets or towards certain

industries.

—  Small businesses can access the small business depreciation pooling provisions.
Eligibility criteria for businesses and assets have varied over time, but currently
assets costing more than $20,000 are added to the small business pool and written
off at an accelerated rate, being 15 per cent of the cost in the first year and 30 per
cent of the cost in all subsequent years. The balance of the small business pool
can also currently be written off at the end of an income year if its balance is less
than $20,000.

—  The Rudd Government’s stimulus response to the Global Financial Crisis
included an investment allowance, being an additional tax deduction. This
deduction was in addition to the ordinary depreciation deductions taxpayers could
claim for these assets. The investment allowance applied to certain new tangible
depreciating assets costing $10,000 or more that businesses committed to
investing in between 13 December 2008 and 30 June 2009 and installed ready for
use by 31 December 2010.



A higher rate of support was provided for small businesses with turnover
less than $2 million per annum. These businesses received a S0 per cent
additional tax deduction for eligible tangible depreciating assets costing
$1,000 or more acquired between 13 December 2008 and 31

December 2009, and installed ready for use by 31 December 2010.

For all other taxpayers, the additional deduction was worked out using a
rate of either 30 per cent or 10 per cent depending on when the taxpayer
committed to investing in the asset. The additional deduction was claimed
in the income year that the asset is first used or installed ready for use.

- The Abbott Government introduced a new temporary accelerated depreciation
regime, the ‘Instant Asset Write-Off” for small businesses, which provided
businesses with turnover less than $2 million per annum an immediate deduction
(i.e. 100 per cent depreciation) for eligible assets costing less than $20,000
acquired prior to 1 July 2017. This was subsequently extended to entities with
turnover of less than $10 million, and also extended to assets acquired until
30 June 2018.

—  The Abbott Government also introduced new accelerated depreciation for
primary producers, which allows taxpayers to immediately deduct the cost of
fencing and water facilities (rather than depreciate them over time) and deduct the
cost of fodder storage assets over three years.

The current Opposition proposal, known as the Australian Investment Guarantee is a
form of accelerated depreciation, which would allow businesses to immediately
expense 20 per cent of the value of eligible depreciable assets in the first year of all new
investments, with the balance depreciated in line with normal depreciation schedules
from the first year.

—  This proposal is a hybrid of the accelerated depreciation arrangements that
applied prior to 2001 and the current depreciation rules which depreciate an asset
over its effective life.



ALP’S INVESTMENT SUBSIDY PRIMED FOR THE OLD ECONOMY
ALP investment subsidy
. On 13 March 2018 the ALP announced the Australian Investment Guarantee.

- It would allow businesses to immediately expense 20 per cent of the value of eligible
depreciable assets in the first year of all new investments, with the balance depreciated
in line with normal depreciation schedules from the first year.

. The ALP’s policy relesse reports the Parliamentary Budget Office has estimated the
proposal to have a cost of $3.4 billion over the forward estimates and $10.3 billion over
the medium-term.

Key deficlencies of ALP’s proposal compared to a company tax cut

. An investment subsidy (also known as investment allowance) is a poor substitute for
the comprehensive company tax reform the Government is implementing through the
Enterprise Tax Plan.
+ It favours capital intensive industries (old economy) at the expense of many new
economy companies that need less capital to grow sach as knowledge and service —_—
industries that are more labour intensive. CommentadS 2.2 Ty Opposition poticy docament aoks hat
R I < e ST
+  Itdoes not reduce ineentives for companies o shift profits offshore to low tax am..u gy e ot e
currently expeasible are not essisted by the AIG {cly thoso that buy

jurisdictions. e s o el deveopers o iy e

~  The clear trend across the globe is reductions in the corporate tax rate to attract
investment and address profit shifting. An investment subsidy cannot achieve
both of these objectives.

. Maintaining a high company tax rate is out of step with the rest of the world. The
global trend over recent decades has been to reduce company tax rates and remove
investment allowances to compete more effectively for mobile investment while
combating the incentive to shift profits. This trend has increased the pressure to adopt
similar reforms. ‘

- If Australia were to offer a capital investment allowance while keeping its
uncompetitive corporate tax rate in place, we would heighten, not lessen, the
incentive of muitinational corporations to shift profits out of this country. While
Australia has a number of integrity measures in place to deal with this risk, these
measures would come under further pressure as a result of this change. The
temptation to book expenses in Australia while claiming profits overseas would
be stronger. This is why most OECD countries over recent decades have instead
moved to cut their headline corporate tax rates. By doing this, they have both
attracted mobile global investment (and the domestic economic benefits it
brings), but at the same time also reduced their exposure to profit shifting. In
other words, they have both broadened their corporate tax bases and made them
more secure. No other corporate tax change can do this.



Australia removed these types of subsidies in the early 2000s as they were found
less effective than a company tax cut.

—  Prior to 2001, Australia had a comprehensive accelerated depreciation regime for
capital assets. The regime provided depreciation rates for assets based on
effective lives adjusted by a loading of 20 per cent. Depreciation rates were then
broadbanded into one of seven rate groups.

—  In September 1999 the Howard Government accepted the Ralph Review
recommendation to reduce the company tax rate from 36 per cent to 30 per cent.
This policy change was partly funded by moving away from the former
accelerated depreciation regime and towards the current regime, which gencrally
depreciates assels over their effective lives.

- Investment subsidies necessarily favour some types of investments, firms and
industries over others. Depreciation allowances favour capital intensive
industries that tend to be made up of larger firms like mining at the expense of
labour-intensive sectors like retail and new economy activities which employ
intangible capital. Experience in Australia and internationally shows that
investment allowances result in special interest lobbying for more preferential
treatment, narrowing the tax base further. A corporate rate cut, in contrast,
benefits all types of investment, regardless of'its composition.



The Government’s investment incentives for small business and innovation are targeted
and complement the Government’s commitment to a comprehensive company tax cut

Instant Asset Write Off: The ‘Instant Asset Write-Off” for small businesses, provides
businesses with turnover less than $2 million per annum an immediate deduction (i.e.
100 per cent depreciation) for eligible assets costing less than $20,000 acquired prior to
1 July 2017. This was subsequently extended to entities with turnover of less than

$10 million, and also extended to assets acquired until 30 June 2018. By bringing
forward the timing of deductions, the instant asset write off improves cash flow,
helping small businesses grow and succeed.

In 2015, the Government has also announced it would allow depreciation of acquired
intangible assets, making startups’ intellectual property and other intangible assets, a
more attractive investment option. However, Labor has blocked this reform.

~  Innovative companies are more likely to hold a high proportion of intangible or
knowledge-based assets, such as patents and copyrights. Investment in these
assets is crucial to innovation and growth.

—  Unlike tangible assets, however, intangible assets with a statutory effective life
can’t be self-assessed to bring their tax life in line with the economic life of the
asset. This can reduce the depreciation benefit and increase the cost of investment
in these assets.

Other investment incentives

Since the phased removal of a broad accelerated depreciation regime in 2001, various
Australian Governments have implemented temporary or targeted accelerated
depreciation regimes and investment allowances.

Small businesses can access the small business depreciation pooling provisions.
Eligibility criteria for businesses and assets have varied over time, but currently assets
costing more than $20,000 are added to the small business pool and written off at an
accelerated rate, being 15 per cent of the cost in the first year and 30 per cent of the cost
in all subsequent years. The balance of the small business pool can also currently be
written off at the end of an income year if its balance is Jess than $20,000.

The Abbott Government also introduced new accelerated depreciation provisions for
primary producers, which allows taxpayers to immediately deduct the cost of fencing
dnd water fecilities (rather than depreciate them over time) and' deduct the cost of
fodder storage assets over three years.

The Rudd Government’s stimulus response to the Global Financial Crisis included an
investment allowance, being an additional tax deduction. - This deduction was in
addition to the ordinary depreciation deductions taxpayers could claim for eligible
assets. The investment allowance applied to certain new tangible depreciating assets
that businesses committed to investing in between 13 December 2008 and 30 June 2009
and installed ready for use by 31 December 2010. The assets had to have a cost of
$1,000 or more (for small businesses with turnover below $2 million per annum) or
$10,000 or more for other businesses. A number of different rates of additional
deduction, from 10 per cent to 50 per cent, were provided over the life of the policy.
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From:
Sent:
To:

Ce:
Subject:

.

The ALP AIG policy does not cover passenger motor vehicles, but it would apply to non-passenger motor vehicles
such as lorries, vans, utes and trucks that are used to support trade businesses where there value is greater than
$20,000.

The policy does not focus on investment in energy efficient technologies, but on investment generally. It would be
strange to limit it to energy efficient non-passenger motor vehicles, but then allow it to also apply to investment in
coal mines, for example.

1 am happy for you to give them my contact, if necessary, or if you need more information to pass along to them,

ilease let me know.

pril 2019 4:08 PM

Ce: ish
Subject: RE: IDC on Cli =

HE
Thank you for your time just now! As discussed, understand that you’re aware of the Australian Investment

Guarantee (AIG) which we understand to be a broad based policy the ALP have designed to incentivise greater
business investment in the economy,

The AIG came up in a conversation that we had with Department of the Environment and Energy, Dept of
Infrastructure Regional Development and Cities (DIRDC) and other agencies in an IDC earlier this morning. The AIG
was discussed, in the context of being a means for accelerating investment in lower emissions vehicles to deliver on
the ALPs economy wide emissions reduction target.

But the relevant agencies did not seem to be aware that the ALPs policy is broad based in nature and we have
advised DEE and DIRD that Treasury’s Revenue Group is the lead agency on the AIG.

Please let me know if you would like to get in touch with DIRD or DEE to influence their thinking on what effect the
policy may have on incentivising more efficient vehicles — given it is just as likely that businesses may use this
program to invest in inefficient vehicles - if the eligibility doesn’t include an efficiency criterion. Alternatively, we're
just as happy to pass this message on to those agencies.

Alternatively, if we get any further questions from relevant agencies on this policy ~ we will direct them on to you
guys.

Cheers



From: McDonald, Hamish <Hamish.McDonald @ TREASURY.GOV.AU>
Sent: Tuesday, 16 April 2019 2. oo PM

Subject: RE: IDC on Cllmate Chanse [SEC-OFFICIAL]
Hi Kristin
Thanks for the meeting earlier today.

| have one extra change to the spreadsheet: “3.3 Australian Investment Guarantee” sits with Treasury’s revenue
group to lead, rather than DIRD, please. Tsy will of course need to work closely with DIRD on the vehicle related

parts of it.

Cheers
Hamish

From' Kristin Tlilev <J$:I§ﬂn,llugv.@.enxmm=uu9m.u>

Subject: IDC on Climate Change [SEC=OFFICIAL]

Colleagues

For tomorrow’s Climate Change IDC, we have prepared the attached spreadsheet of measures announced as part of
the ALP’s Climate Change Actlon I’Ian (see




The purpose of the IDC is to:

1 - agree responsible portfolio/s for each measure

2 —share initial views on how to implement each measure (timing, process, difficulties, linkages)
3 —identify contacts across departments to continue discussions during caretaker

4 - general update on climate change messaging in red and blue books

We will ask each portfolio lead to provide their early views on implementation of the measures for which they are
responsible (e.g. process, indicative timeframes, interdependencies, challenges). We certainly don’t expect detailed
answers at this early stage, so initial reactions is fine.

Also, given the size of the spreadsheet, we suggest you select the columns shaded pale red and print in A3 portrait
format. The remaining columns are not important for the purpose of tomorrow’s discussion.

Looking forward to seeing you tomorrow morning.
Those in JGB - please note the venue change to Banksia Room on Level 4.
Cheers

Kristin

Kristin Tilley
First Assistant Secretary
Climate Change Division

Department of the Environment and Energy

John Gorton Building Kino Feward Terrace, Parkes ACT 2600
T: 026159 7601 | M®

E: kristin tillev@environment.aov.au
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From:
sent: Liserdav 12 MNMarch 2012 11:NR AN
To: B2
Subject: RE: Heads up | Shadow Treasurer Bowen to deliver ‘Hawke-Keating Refurbished"” speech
today [SEC=UNCLASSIFIED]

And another— the Australian Investment Guarantee

“In a second announcement to be made Tuesday by Bill Shorten, the Labor leader will promise to introduce
an Australian Investment Guarantee in which all businesses in Australia will be able to immediately deduct 20 per
cent off any new eligible asset worth more than $20,000.

The balance will be able to be depreciated in line with normal depreciation schedules after the first year.

The policy is a turbocharged version of the government's instant asset write-off which enables business to
immediately write-off assets capped at $20,000. That scheme is expected to be extended for at least another year in
the May budget.

Labor's scheme will be permanent and analysis by the Parliamentary Budget Office shows it will cost the
budget about $1.8 billion a year.”

Read more: http://www.afr.com/news/labor-promises-new-tax-writeoffs-for-business-20180312-hOxdug#ixzz59aBtthLu

FI‘DI‘I‘I:S ==

Sent: Tuesday. 13 March 2018 9:37 AM

To:S
s22

Subject: RE: Heads up | Shadow Treasurer Bowen to deliver 'Hawke-Keating Refurbished” speech today
[SEC=UNCLASSIFIED]

“It builds on a Labor policy agenda which already includes curbing negative gearing and capital gains tax deductions
for investors, clamping down on the tax treatment of trusts, boosting the top marginal tax rate and limiting the tax

deduction which can be claimed for preparing a tax relum.”

From: S 22
Sent: Tuecdav. 1R March 20118 Q32 AM

To: =
s22

Subject: RE: Heads up | Shadow Ireasurer bowen to geliver ‘Hawke-Keating Refurbishea™ speech today
[SEC=UNCLASSIFIED]

Perhaps the first of the flagged announcements:

“Opposition leader Bill Shorten will announce today that [dividend imputation related] cash refunds will be
abolished from July 1, 2018, if Labor wins the next federal election.

More than one million shareholders, including self-funded retirees, who pay little or no tax would lose cash
refunds for excess dividend imputation credits, under a proposed crackdown by Labor that would reap an
estimated $59 billion in revenue over the next decade.

Mr Shorten will stress that those affected — about 200,000 of the 600,000 who use self-managed
superannuation funds along with another 1.2 million taxpayers — will not pay any more tax. But they will not be
entitled to a cash refund if their imputation credit on their dividend is more than their total tax bill.”
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Read more: http://www.afr.com/news/labor-to-end-share-dividend-cash-perk-in-59b-grab-201803 1 2-hOxcxp#ixzz59ZnaDzS 1
Follow us: @FinancialReview on Twitter | financialreview on Facebook

[SEC—UNCLASSIFIED]
And some reported post-speech statements:
Mr Bowen would not be drawn on specific tax concessions when quizzed by reporters after his speech.

"If there's things in the budget which benefit high-income earners in particular then they need to be
considered,"” he said.

"That's the approach we've taken with family trusts, with negative gearing, with capital gains tax, and we
will continue to do that and we have more to say in terms of detailed policy announcements."”

[SEC-UNCLASSIFIED]

Not tax-related, but something that jumped out at me was the assertion that the NDIS and Gonski were funded in
the Budget by the Gillard government. With regards to the Gonski funding in particular, the $2.8b funding across the
first four years (the FEs) came from cutting funding to the Higher Education sector, however the funding across the
fifth and sixth years (beyond the FEs, so ‘out of sight’ as far as the Budget is concerned) was to be roughly $7b. |
have never seen any explanation for how that was supposed to be funded beyond the HE sector cuts (but that’s not
to say there isn’t a good explanation that I'm unaware of). The Gonski —related funding is legislated and therefore
not easily reduced by a government that doesn’t control the Senate.

p
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A quick summary

¢ Guiding ethos: “Restraint with equity” was [the Hawke-Keating Government's] central theme”...“Relyingon a
carbon copy of 1983 policies would be exactly equivalent of Hawke and Keating in 1983 proposing the same
policies as Labor in 1948. The ethos remains but the context is different. This is what | mean when | talk
about our approach to modern government being “Hawke-Keating refurbished.”

¢ Tax settings mentioned:
e Opposition to planned corporate tax cut. “At the end of the Government's proposed 10 year reduction

in corporate tax, the tax cut will be costing the Budget a staggering $15 billion a year. It is a fiscal
ram-raid.”



e Tax concessions: “An important part of any sensible fiscal strategy is identifying those tax
concessions which eat away at the revenue base and reform them or abolish them”

e Capital gains, negative gearing, and trusts:

- “Reforming negative gearing and family trusts in particular has been in the too hard basket for
many years. We've taken them from the too hard basket and put them on the to-do list.”

- "By the end of the decade our negative gearing and capital gains tax reforms will together be
adding $8 billion to the Budget”

¢ Policy detail: “...you'll be hearing more from us in the future in terms of more detailed policy announcements
which meet the policy objectives I've outlined today.

From's 22
se"'éz Mandav. § March 2018 1:08 PM
To:S 3G Tax Framework Division

Subject: RE: Heads up | Shadow Treasurer Bowen to deliver 'Hawke-Keating Refurbished" speech today
[SEC=UNCLASSIFIED]

Speech is now online

https://www.chrisbowen.net/transcriptsspeeches/address-to-per-capita-reform-agenda-series/

s 22

From? 22

Sent: Monday, 5 March 2018 9:39 AM

To: RG Tax Framework Division

Subject: Heads up | Shadow Treasurer Bowen to deliver "Hawke-Keating Refurbished" speech today

[SEC=UNCLASSIFIED]

“Shadow treasurer Chris Bowen will pave the way for more policies targeting the wealthy and possibly paring
back legislated company tax cuts in @ speech in which he will badge Labor's approach as "Hawke-Keating refurbished."

In a scene-setting address to Per Capita to be delivered today, Mr Bowen says Labor will build on its aonounced plans
to curb negative gearing, halve capital gains tax exemptions for investors, increase the top rate of income tax, and change

the tax treatment of trusts.

He said the medium-term assumptions that have the budget staying in surplus beyond 2020-21 are "crude" and, to
shore up the nation's finances, Labor will target the structural deficits left over from the days of the Howard

government.”
Read more: hitp://www.afr.com/news/labor-vows-to-step-up-assault-on-the-wealthy-20180304-h0wyuj#ixzz58p3HNDgq
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Tax Framework Division
The Treasurv [anegton Crescent, Parkes ACT 2600

phone:
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BACKGROUND INFORMATION

Jobs
*  Other design considerations include the definition of ‘new employee’, what employee
costs are covered, and whether unincorporated small businesses should also be eligible.

*  Integrity measures will help the policy meet its intended objectives. These could include:
rules to address companles ‘firing and rehiring’ employees; pre-approving eligible
jobseekers to reduce the risk of incorrect claims; and rules to ensure a company has
genuinely operated in prior income years.

¢ However, integrity measures will need to be balanced against the additional complexity
and compllance costs they impose on small businesses and jobseekers.

Collaboration

*  Feedback from industry has indicated that financial factors are not major Impediments
to collaborative R&D, rather incentive structures and cultural factors in the research
sector are acting as barriers (e.g. resistance to confidentiality due to funding being tied
to publishing research. Confidentiality of research is critical for firms commercialising
R&D).

*  Eligibility criteria - be subject to a new, specific definition of eligible collaborative R&D
activities to ensure that only genuinely collaborative activities are eligible for support.
Should also be accompanied by integrity rules to ensure it is well targeted and
achleves Its intended policy objectives.

Clinics
¢ Clinics provide free tax advice and assistance to vulnerable individuals and small
businesses, and provide opportunities for university students to develop thelr skills,

*  From 1January 2020, 10 tax clinics would receive funding of $150,000 per year
(indexed to CPI). The tax clinics could choose to register as tax agents in their own
right, and would receive Deductible Gift Recipient (DGR) status.

*  Apillot program comprising ten tax clinlcs commenced in March 2019 and Is due to be
evaluated by the ATO (as the administrator) towards the end of 2019. Existing funding
for most tax clinics will run through to March 2020. This evaluation will help inform
issues araund the level of funding required to support each tax clinic, the appropriate
body to administer the tax clinics, and whether tax clinics require separate tax agent
registration status or DGR status.
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Tax clinics being able to register as tax agents in their own right is also being
considered as part of a broader review of the Tax Practitioners Board, due to report by
31 October 2019.

A cost of around $4 million over the forward estimates

—  from 1 January 2020, 10 tax clinics would receive funding of $150,000 per year
(indexed to CPI);

—  the tax clinics could choose to register as tax agents In thelr own right; and

—  the ten tax clinics would receive Deductible Gift Recipient (DGR} status.

Funding could be provided through the Mid-Year Economic and Fiscal Outlook 2019-
20. Informed by ATO’s evaluation.

A pilot program comprising ten tax clinics commenced in March 2019 and is due to be
evaluated by the ATO (as the administrator of the pilot program) towards the end of
20189,

—  Existing funding for most tax clinics will run through to March 2020,
This evaluation will help inform issues around:
—  the level of funding required to support each tax clinic;

the appropriate body to administer the tax clinics moving forward;

whether tax clinics require separate tax agent registration status; and
—  whether tax clinics would benefit from DGR status.

Briefing and meeting by August 2019.

Beneficial ownership

TBA.

Appeals

Appoint a takes six to nine months,
Brief in August.

Under the ATO's existing organisational structure there are three Second
Commissioners: for the Client Engagement Group, the Law Design and Practice Group,
and the Enterprise Solutions and Technology Group.
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Require amendment to section 4 of the Taxatlon Administration Act 1953 to increase
the number of Second Commissioners from three to four.

- Following legislative amendments would need to be advertised and filled.

- We note with the impending retirement of Second Commissioner Nell Qtesen, Client
Engagement Group (20 September 2019), there will be a vacancy that will need to be
permanently filled, it may be possible to fill both ... at the same time.

- However if the timing does not align (depending on when legislation is passed for example)
it may be possible at a later date to draw on the merit list established for the process to
replace outgoing Second Commissioner Neil Olesen.

-  Appointments would require Cabinet consideration and appointment by the Governor-
General.

Investment

Is it 20,000 or more? l.e. what happens to $20,000 asset? They wouldn’t be covered by
the IAWO as those have to be less than $20K?

The 2019-20 Budget increased the Instant Asset Write-Off (IAWO) threshold to $30,000
and expanded access to businesses with annual turnover less than $50 milllon. These
arrangements have been legislated and will apply untll 30 June 2020.

There will be a gap between the end of the current IAWO (30 June 2020) and the
commencement (1 July 2021). Stakeholders may pressure you for an interim measure,
as the IAWO asset value threshold will revert from $30,000 to $1,000 and the annual
turnover threshold will revert from less than $50 million to less than $10 million from
1 July 2020,

Furthermore, stakeholders may pressure you to lower the eligible x threshold below
$20,000, arguing that such investment may also be praductivity enhancing.

The main beneficiaries of the x will be capital-intensive industries, in particular, mining.
By value, mining accounted for around 40 per cent of all depreciating assets (including
those ineligible for the AIG) purchased in 2016-17, Loss-making companies (one-third of
companies in 2016-17) will receive no immediate benefit, and may not benefit at all.

The current legislated arrangements for the instant asset write-off (IAWO) is set to end
on 30 June 2020. On 1 July 2020, the asset value threshold will revert from $30,000 to
$1,000 and the annual tumover threshold will revert from less than $50 million to less
than $10 million.
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—  Companles with annual turnover less than $50 million will have their tax rate lowered
from 27.5 per cent to 26 per cent in 2020-21 and then to 25 per cent in 2021-22.

This means there is a gap between the end of the current IAWO and the start of the X between
1 July 2020 and 30 June 2021). Given this gap, there may be pressure from stakeholders to
extend immediate deductibility arrangements or make them permanent.

Consideration will need to be given to interactions between the X and small business
asset pooling rules, including whether accessing the X would preclude small businesses
from accessing pooling arrangements for other assets.

—  Currently, small businesses can place assets which cannot be immediately deducted into
the simplified depreciation poo! and depreciate those assets at an accelerated rate.
There are also rules that prevent small businesses from re-entering the simplified
depreciation arrangements for five years if they have opted out.

Noting the difficulty in unwinding accelerated depreciation in the past, It may be more
appropriate to implement the X on a temporary basis. A temporary investment
allowance would encourage investment in the short-term while providing flexibility to
target investment more broadly (for example, the introduction of company tax rate
cut) in the medium-term.

o The 2019-20 Budget increased the instant asset write-off threshold to $30,000 and
expanded access to medium-sized businesses with an aggregate annual turnover less
than $50 million. These changes have been legislated and apply from 7.30pm (AEDT)
on 2 April 2018 until 30 June 2020.
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Australian Investment Guarantee - Key Questions
What does the proposed policy do?

The Australian Investment Guarantee (AIG) will allow all businesses to Immediately deduct 20 per
cent of the value of depreciable assets costing more than $20,000, in the first year of new
investments, with the balance depreciated in line with normal depreciation schedules, aiso from the
first year,

When js the start date?

The Australian Investment Guarantee is proposed to start from 1 July 2021, as per
ALP’s media release from 12 October 2018.

The current legislated arrangements for the Instant asset write-off (the higher 30,000
threshold, expanding access to business with turnover less than 50 million, suspending
‘lock-out’ rules) is set to end on 30 June 2020.

This means that there is a gap between the end of one scheme and the start of the
other (between 1 July 2020 and 30 June 2021).

We need to clarify what the asset depreciation system will look like between 1 July
2020 and 30 June 2021

Assets costing less than $1,000

—~  Currently, the instant asset write-off threshold is set to revert to $1000 from 1 luly 2020,
This means that all purchases by small businesses (with turnover less than 10 million) of
eligible assets costing less than $1000 can be Immediately deducted. Businesses with
turnover greater than $10 million will depreciate assets according to normal
depreciation rules.

—  The ALP position paper states that the AlG does not apply to assets costing less than
$20,000. In the absence of further changes to depreciation rules, assets costing less than
$1,000 will be able to be immediately deducted. However given the year between the
termination of the higher IAWO and the commencement of the AIG, there may be
pressure from stakeholders to extend current arrangements.

Assets costing more than $1,000 and less than $20,000

—  The ALP position paper does not mention how assets costing more than $1,000 but Jess
than $20,000 will be treated.
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Under the assumption that the small business pooling arrangements remain unchanged,
small businesses can place assets costing more than $2,000 but less than $20,000 into
the small business depreciation pool and depreciate them at 15% in the first year and
30% in each following year.

There may be pressure from stakeholders to provide further concessional treatment to
investments in new assets costing more than $1,000 and less than $20,000.

Businesses with tumover greater than $10 million are not able to access these pooling
arrangements, and will depreciate assets costing between $1,000 and $20,000 according
to normal depreciation rules.

*  Assets costing more than $20,000

All businesses will be able te deduct 20% of the value of eligible depreciable assets in the
first year of all new investments, with the balance depreciated in line with normal
depreciation schedules, also from the first year. This means that in effect, the business
will be able to deduct more than 20% in the first year as they can deduct 20% and then
also deduct some of the remaining balance based on normal depreciation rules, both in
the first year.

All businesses would depreciate these assets costing more than $20,000 under the AIG.

»  Asset pooling

Asset pooling arrangements would continue to apply to assets costing more than the
IAWO threshold, as asset poaling arrangements are outlined in their own section on the
tax law and the position paper does not articulate any changes to these arrangements.

We will need to consider whether there is merit in amending “lock out’ rules for asset
pooling, as under current arrangements, small businesses would be locked out of asset
pooling if they opt into the AIG.

*  There may be some cases where small businesses purchasing an asset costing more
than $20,000, who would otherwise have had access to the small business simplified
depreciation pool {(deducting 15% in the first year and 30% in each following year), are
made worse off under the AIG.

However, we envisage all new assets costing more than $20,000 belng deducted under
the AIG, to ensure the simplicity of the policy.
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*  Tangible machinery, plant and equipment for both upgrades and new purchases (for
example, farm tractors and food processing machinery)

»  Investments in structures and buildings are excluded, consistent with previous
accelerated depreciation policies used in Australia

. A key difference between IAWO and AIG Is that depreciable Intangible assets {for
example, patents and copyrights) are covered by the AIG, where they were not by the

1AWO. CommenteS 22 CITD - may be worth talking to Brian
McXay who we unaerstand has done some work on
Do the same rules for GST apoly to the AIG? lenaet:

*  The GST rules for calculating thresholds have not been explicitly addressed in policy
statements to date. It would make sense for the GST rules to be the same under the
AlG as under the IAWO.

—  Ifyou are a GST-registered business, GST is not included in the cost of the asset
—  Ifyou are not GST-registered, GST is included in the cost.

Worked Example

Company A buys a $10 million piece of machinery.

¢ Under normal depreciation rules for this piece of machinery (assuming a straight line
depreciation method) manufacturing company A is allowed to deduct 10 per cent or
$1 million of the $10 million in each year over the effective 10 year life of the asset.

*  Under Labor's Australian Investment Guarantee, manufacturing company A will be
able to immediately expense 20% ($2 million) of its investment in the first year. The
remaining 80% ($8 million) would then be depreciated over the effective life of the
asset from the first year in line with the original depreciation schedule (in this case
800,000, assuming straight line depreciation.

*  This means Manufacturing company A can write off a total of $2.8 millicn in the first
year ($2 million plus $800,000) of its investment (instead of $1 million under existing
arrangements),

. Note: the worked example assumes that the stralght-line depreclation method Is used.
Alternative methods such as the diminishing value method could aiso be used. This
would change the numbers in the example but not the intuition/broad outcomes.

Stakeholder Support for the AlG
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“The Investment Guarantee would provide a significant boost for businesses to invest
particularly for longer-lived investments. As a measure designed to |ift investment, the
Investment Guarantee would increase the stock of invested capital, boost the quantity
of capital per worker, raise productivity and underwrite an acceleration of real wage
growth.” = Innes Willox, Ai Group Chief Executive, 13 March 2018

“Business welcomes this commitment from the Opposition - it’s good policy. What's
particularly positive is the proposal to make this a permanent feature. This is
important as policy certainty and policy consistency is critical for business.” — James
Pearson, Australian Chamber of Commerce and Industry CEO, 13 March 2018

“A new Federal Labor policy that gives an immediate tax deduction to businesses that
invest in energy saving equipment would help slash energy bills” - Energy Efficiency
Council, 13 March 2018

“The Australian Investment Guarantee would be a powerful tool for accelerating
energy efficiency gains across different industries, but especially in the built
environment....We welcome Federal Labor’s announcement of this policy and the
potential it has to help reduce costs for consumers.” — Ken Morrison, Property Council
of Australia Chief Executive, 13 March 2018

“Labor’s announcement is a welcome one as it would make it easier for Australian
businesses to invest and grow. The fact that this measure Is available to all businesses,
big and small, is also very positive as it will help small businesses directly as well as
encouraging larger businesses to invest In the products sold by small business.” — Peter
Strong, COSBOA CEC, 13 March 2018

“This initiative will go a long way to encouraging investment in high tech and high
skilled projects to enhance efficiency and Increase scale. We are particularly
supportive of the Australian Investment Guarantee’s Inclusiveness across the industry
sector. The opportunity to use this Investment Guarantee towards energy saving
projects is also very important.” — Tanya Barden, Australian Food and Grocery Council
CEOQ, 13 March 2018

This targeted and direct approach will stimulate investment,” she said. "It is something
we've proposed for several years and we're pleased the ALP has picked up something
really similar.” Tanya Barden, Australian Food and Grocery Councii CEO

“An across-the-board corporate tax cut gives away too much money, whereas an
investment allowance encourages investment, boosts jobs and wages without a big
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cost to the budget and national income" - Janine Dixon, Victoria University Centre of
Policy Studies Senior Research Fellow
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From:

Sent: 2018 10:25 AM

To:

Cc:

Subject: ent Guarantee - Asset depreciation policy announcement from

2 lan inve:
ALP [SEC=PROTECTED)]

Labor’s initial announcement

From
Sent: . 2018 11:43 AM

To: Purvis-Smith
Cc: Fraser, Bede
Subject: Austral arantee - Asset depreciation policy announcement from ALP [SEC=PROTECTED]

Marisa, as discussed —

New opposition policy that companies will be able to claim deductions of up to 20 per cent in the first year on
investments in depreciable assets over $20,000.

Labor promises new tax write-offs for business
ALP Fact Sheet
T ite-off bstitute f ! . Busi

Happy to discuss.
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From:
Sent: Monaay. s September 2018 10:33 AM
To: s 22
Ce:
Subject: rvw. unris sowen mr > AUSTRALIAN INVESTMENT GUARANTEE TO DELIVER JOBS
& TAX RELIEF [SEC=UNCLASSIFIED]
Attachments: 180312 - IAWO and Australian investment Guarantee - Draft 2.docx
s22
Hi

Please see attached for a quick write-up | did when the AlG was announced.

Best
s22

__Orluinal Maceaoa

From

Sent: weanesgav. 14 March 2018 5:59 PM

To: Fraser, l!ede;“s

Cc: RG liTD Small Business entities and Industry Concessions Unit

Subject: RE: Chris Bowen MP > AUSTRALIAN INVESTMENT GUARANTEE TO DELIVER JOBS & TAX RELIEF
[SEC=UNCLASSIFIED]

Hi Bede® 22

Please find attached the document with some extra detail on the pooling arrangements (through simplified
depreciation rules for small businesses). | haven't been able to find Labor’s position on assets less than $20,000 in
their media releases, news articles or through liberal use of Google.

Hope this helps!

Kind regards,
s22

---—Qriginal Message--—-
From: Fraser, Bede
Sent' Wadnaedav 14 March 2018 4:22 PM
22
To:
Cc: ru 111U >mail business entities and Industry Concessions Unit
Subject: RE: Chris Bowen MP > AUSTRALIAN INVESTMENT GUARANTEE TO DELIVER JOBS & TAX RELIEF
[SEC=UNCLASSIFIED]

Thanks - can you provide a bit more information about the current pooling arrangements and how it works. Also, do
we know Labor's positon on assets under $20K?

—meriginal Macsage-....

From:s

Sent: Wednesdav. 14 March 2018 12:37 PM

To:s 22

Cc: KG 111D Small Business Entities and Industry Concessions Unit; Fraser, Bede

1



Subject: RE: Chris Bowen MP > AUSTRALIAN INVESTMENT GUARANTEE TO DELIVER JOBS & TAX RELIEF
[SEC=UNCLASSIFIED]

His 22

Please find attached a first draft, It's just over half a page, but the second page has a little table that summarises the
main points, which may be useful.

Kind regards,
s 22

~——-Qriginal Messape--——

From :s 2

Sent: Wednesdav. 14 March 2018 9:16 AM
To® 22

Cc: RG ITD Small Business Entities and Industry Concessions Unit; Fraser, Bede

Subject: Chris Bowen MP > AUSTRALIAN INVESTMENT GUARANTEE TO DELIVER JOBS & TAX RELIEF

[SEC=UNCLASSIFIED]

His 22

Could you piease do a half pager in this this morning - what are they are proposing for assets less than $20k
compared to our $20K instant asset write off?

https://chrisbowen.net/media-releases/australian-investment-guarantee-to-deliver-jobs-tax-relief/

Thanks
s 22
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Comparison: Extension of the IAWO with Labor’s Australian

Investment Guarantee

Labor’s Australian Investment Guarantee proposes an immediate 20 per cent reduction of any new
eligible asset worth more than $20,000, with the balance depreciated in line with normal
depreciation schedules from the first year. The proposed deduction is a permanent policy, with an
estimated negative impact to the Budget of $3.36 billion over forward estimates. This change would
be funded by Labor’s proposed policy to disallow dividend imputation refunds.

The instant Asset Write-Off (IAWO) allows businesses to immediately deduct the full value of an
asset, where the value of the asset is under the threshold, in the year it is purchased. The threshold
of $1,000 was increased to $20,000 from 12 May 2015 to 30 June 2018. The negative Budget impact
of the temporary extension of the IAWO threshold for 2017-18 is estimated to be $650 million over
forward estimates.

Labor’s Australian investment Guarantee targets its support towards established businesses making
new investments, as the deductions would only be available for assets purchased over $20,000.
More established businesses are likely to be purchasing more assets over $20,000 in value, and may
already have access to finance which eases the cash flow impact of making an investment. The plan
does not provide support for asset purchases under $20,000. As a result, businesses that are starting
up and beginning to grow by purchasing smaller assets may have difficulty accessing these
deductions. These businesses have growth potential, encouraging employment, and must contend
with cash flow limitations as they may have restricted access to finance.

The Labor proposal does not address how the Australian Investment Guarantee would interact with
simplified depreciation rules. Simplified depreciation rules can be used by small businesses with
turnover less than $10 million. These depreciation rules allow eligible small businesses to depreciate
assets by 15 per cent in the year of purchase and then add these assets to their depreciation pool,
which depreciates at a rate of 30 per cent. Once the value of the depreciation pool is less than the
instant asset write-off threshold (currently $20,000) the entire pool can be deducted. The small
business must apply these depreciation rules to all of their asset purchases. The Labor proposal
states there would be “no pooling of assets allowed”, which suggests that small businesses with less
than $10 million in aggregated turnover would need to choose between the 20 per cent immediate
deduction for asset purchases over $20,000 and the simplified depreciation rules for future
purchases of assets (the simplified depreciation rules would have a 5 year lock-out for businesses
that opt-out).

The IAWO reduces accounting complexity by allowing businesses to immediately expense assets less
than $20,000, rather than tracking and calculating depreciation over multiple years. The Australian
Investment Guarantee does not provide this simplicity.
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IAWO Australian Investment Guarantee {assuming
IAWO threshold returns to $1000)

Assets <=$20,000

Instant write-off of full amount Normal depreciation schedules
Instant write-off for amounts <=51,000

Assets>$20,000

Normal depreciation schedule Normal depreciation schedules for 80 per cent of
the asset’s value from the first year
immediate deduction of 20 per cent of the

l__ asset’s value
Simplified Depreciation Rules (<$10million aggregated turnover)
15 per cent deduction in first year {(when the Small businesses may need to opt-out of
asset is added to the pool) simplified depreciation to access the 20 per cent
30 per cent deduction thereafter (for the assets  immediate deduction

in the pool)
Instant write-off of the remaining amount once
the value of the pool is <=$20,000

General comments

Targets businesses making smaller investments  Targets businesses making larger investments

e Particularly beneficial for smaller s More beneficial for larger and
businesses and start-ups, who are more established businesses, compared to
likely to be purchasing assets that are IAWO extension, as these businesses are
less than $20,000 more likely to be making larger

purchases
Reduces bookkeeping complexity for purchase of Increased bookkeeping complexity for purchase
smaller assets of smaller assets, compared to IAWO
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