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BOUNTYLEGISLATION AMENDMENT BILL 1995
(Amendmentsto bemovedon behalfoftheGovernment)

OUTLINE

Thepurposeofthe scheduleof amendmentsisto amendtheBounty(Computers)Act
1984(theComputers Act) to extendthebountyperiodby 5 years,from 31 December
1995 to 31 December2000,andto excludeexpenditureonresearchand development
(R&D) asaneligible factorycost againstwhichbountyis calculatedfrom 1 January
1996.

Thebountyperiodunder theComputers Act isdue to expireon 31 December1995.
Theseamendmentsareto implementtheGovernment’sdecisionto extend thebounty
for 5 years,at a rate of 8% to 31 December1996and5% thereafter.The computer
bounty(in combinationwith zerotariffs oncomputerimports)supportsthe
developmentofaninternationallycompetitive computer hardwareindustryinAustralia
while allowing accessto computer hardwareat world prices. It plays animportantrole
in supportinginvestmentand value addedproductionin Australiaincludingthe
manufacturinginAustraliaofessentialhardwareunderlyingthe information
superhighway.

For thesereasonsthe Governmenthasdecidedto continueassistanceto thisindustry
sectorby extendingbountypaymentsfor an additional5 yearsin respectofthevalue
added inAustraliaduringtheproduction ofbountiableequipment.Equipmenteligible
for bounty includesmicroprocessors,modems,multiplexers, printedcircuit boards and
programmablecontrollers.

To addresstheGovernment’sconcernasto thehigh costof thecomputer bounty, the
amendmentsalso proposeto excludeR&D asan eligible factory costagainstwhich
bountyis calculatedfrom 1 January1996. In recentyearsover 40% ofthe $75mof
bountypaidper annumhasbeenin respectofR&D. Thisexclusionis not expectedto
adverselyaffectbountyrecipientsasthe Governmentmaintainsacomprehensiverange
of programssupportingR&D inAustralia.

FINANCIAL IMPACT STATEMENT

The 5 yearextensionto theBounty(Computers)Act 1984,in combinationwith the
exclusionofexpenditure onresearchanddevelopmentasan eligible factorycost, is
expectedto requireadditionaloutlays asfollows:

1995-96(1Jan96to 30 Jun96) $25.30m
1996-97 $43.80m
1997-98 $39.16m
1998-99 $44.70m
1999-00 $46.38m
2000-01(1 July 00to 31 Dec00) $26.84m
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NOTES ON AMENDMENTS

Amendment!

Thisamendmentinsertsproposeditem 3A into Schedule2 to theBill. The newitem
amendsthedefinitionof“bounty period”in theBounty (Computers)Act1984(the
Computers Act) by omitting “1995” andsubstituting“2000” to provide for the 5 year
extensionofthebounty to 31 December2000.

Amendment2

Thisamendmentinsertsproposeditem4A into Schedule2 to theBill. Thenew item
amendsthedefinition ofresearchand development(R&D) in section3A of the
Computers Act to provide that for thepurposesofthatAct theobject ofR&D must
bethe manufacture, before 1 January1996,of bountiable equipment:

(i) containingnew or improved materials or products;
(ii) incorporatingnewor improved processes;or
(iii) applying new or improved systemdesignor engineering.

This amendmentis consequentialuponthe amendmentproposedin amendment 3
(proposeditem 8). Thepurposeofthe amendmentisto limit eligibility for expenditure
in relation to R&D to thepre-1 January1996criteria, despitethe 5 yearextensionof
the bounty.

Amendment3

Thisamendmentadds 5 new items at the endof Schedule2 to theBill asfollows:

Proposed item 8- Subsection6(2)

This item omits current subsection6(2)ofthe ComputersAct andsubstitutesa n~
~ibsection6(2)which allows a manufacturer ofbountiableequipmentto include
certainexpenditure onR&D asan eligible factory costin relation to the manufacture
ofbountiableequipment, subjectto the following conditions:

(i) the expendituremust havebeenmet by themanufacturer in an accounting
period, or part ofan accountingperiod, occurring before 1 January 1996;

(ii) theR&D must havebeencarried out in Australia;
(iii) theR&D must havebeenin relation to bountiableequipment ofa kindthat is,

or likely to be manufacturedin Australia, by the manufacturer before 1 January
1996.

Thisamendmentlimits eligibility for expenditure in relation to R&D to the pre-l
January1996criteria,despitethe 5 yearextensionof thebounty.
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Proposeditem 9- Paragraph 6(5)(c)

This item, in combination with the amendmentproposedin item 11, amendsparagraph
6(5)(c)to limit eligibility for the costofR&D carried outby a personin Australiaon
behalfofthemanufacturerto thatwhich is carriedoutbefore 1 January1996and
which is likely to result in the manufactureofbountiableequipment by the
manufacturer before 1 January1996.

This amendmentis consequentialupon theamendmentproposedin amendment3
(proposeditem8). The purposeofthe amendmentisto limit eligibility for expenditure
in relationto R&D to the pre-1 January1996criteria, despitethe 5 yearextensionof
thebounty.

Proposeditem 10- Paragraph 6(5)(r)

This item amendsparagraph 6(5)(r) ofthe ComputersAct to limit the inclusionof
interest onmoneyborrowed to finance R&D asan eligible factory costto that interest
incurred before 1 January1996onmoneyborrowed before 1 January 1996for the
purposeof undertakingR&D before 1 January1996.

This amendment containsbounty eligibility for expenditure on R&D to that which is
presentlyavailable. It is intendedto prevent increasedclaims on R&D undertaken
duringthe pre 1 January1996bountyperiod which could result from the 5 year
extensionofbounty eligibility for hardware production.

Proposeditem 11 - After subsection6(5)

This item insertsproposedsubsection6(5A)which, in combination with the
amendmentproposedin item9 above,limits eligibility for the costofR&D carried out
by a personin Australia onbehalfofthe manufacturerto thatwhich iscarriedout
before 1 January1996andwhich is likely to result in themanufactureofbountiable
equipment by the manufacturerbefore 1 January1996.

This amendmentis consequentialupontheamendmentproposedin amendment3
(proposeditem8). The purposeofthe amendmentis to limit eligibility for expenditure
in relation to R&D to the pre-1 January1996criteria, despitethe 5 year extensionof
thebounty.

Item 12- Paragraph 10(g)

This item omits paragraph 10(g)oftheComputers Act and substitutesnewparagraphs
(g) and (h) which set the newbounty rates to apply for the 5 yearextensionperiod.
Newparagraph (g) providesthat an amountequalto 8% ofthevalue added to the
bountiable equipmentby the manufacturer is payableto a manufacturewherethe
manufacture ofthe equipmentis completedbefore 1 January 1997.

Newparagraph (h) provides that an amount equalto 5% of thevalue added to the
bountiable equipment by the manufactureris payableto a manufacturewherethe
manufacture ofthe equipment iscompletedbefore 1 January 2001.


