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DEVELOPMENT ALLOWANCE AUThORITY AMENDMENT BILL 1992

OUTLINE

The Bill amends the DevelopmentAllowanceAuthorityAct1992 (the PrincipalAct).

The primary purposeof theBill is toamendthe PrincipalAct to increasethe flexibility
of the legislationsothat a moreconsistentapproachis availableto thevarioustypesof
prospectiveapplicantfor the developmentallowance.

Whereall othercriteria in thePrincipal Act are met,theseamendmentswould allow;

• applicantstoelecttoaggregateprojectsconsistingof theestablishmentof new
productivefacilities with otherprojectsconsistingof theexpansion,improvement
or upgradingof existingproductivefacilities whemthenew andexisting
productivefacilities arevertically integrated;

• a project toqualify wherethe projectinvolvesboth leasedandpurchasedassets
andeitherorboth enabletheprojectto meetthe$50 million qualifying threshold;
and

• a lessortoobtain thedevelopmentallowancein respectof plant which is subject
toa long term leaseand hasbeencertified for pm-qualificationby theDAA on
applicationby thelessee,evenif only partof the plant coveredby the relevant
projectis leased.

Theseamendmentsprovide additionalflexibility for claiming thedevelopment
allowancebenefitand,in particular,in passingthe$50 million threshold.

Theopportunityisalso takento makeminoradjustmentsto thedraftingof certain
provisionsin the PrincipalAct tofacilitateinterpretationby applicantsfor the
allowance,andto makesomeminoradministrativeadjustments.

FINANCIAL IMPLICATIONS

Thechangesin this Bill areconsidemdto beconsistentwith the original aimsof the
Principal Act. Thereforethemareno financialimplications.
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NOTES ON CLAUSES

PART I - PRELIMINARY

Thispartsetsout thepreliminaryframeworkfor theoperationof theBill.

ClauseI - Short Title

Theshorttitle of this Act is specifiedandthe Principal Act which is thesubjectof the
amendmentis also specified.

Clause2.. Commencement

Thisclauseprovidesthat Sections1 and 2, short title of theAct etc. and Section 122A,
which dealswith provisionof certified copiesof documents,commenceon thedayon
which this Act receivesthe RoyalAssent. Theremainingprovisionsof the Act areto
commenceimmediatelyafter thecommencementof the PrincipalAct. This is in order
for theDevelopmentAllowanceAuthority (theDAA) tobe ableto examineall
applicationsfor thedevelopmentallowance,including thoselodgedbeforethepassage
of this Act, in the light of themoreflexible provisions incorporatedin this Act.

Clause3- Simplified outlineof schemeof Act

Thisclauseamendssection4 of thePrincipal Act by addingaprovisionthat in theca.se
of leasedplant theDAA will issueto the lesseeacertificatepm-qualifying the lessor’s
expenditurefor the developmentallowanceif certainconditionsam met.

Clause4 - Interpretation

This clauseamendsSection6 of thePrincipal Act. to particular;

thedefinitionof plant expenditureis broadenedto include expenditureincurred
by a lesseeon leasedequipmentThe purposeof this amendmentis toenable
applicantswho arelesseestoregisterleasepaymentsin orderfor the lessor(s)to
obtainthedevelopmentallowanceon leasedequipment;

“Australia’ is definedas havingthe samemeaningasin SubdivisionB of
Division 3 of Part III of the Income TaxAssessmentAct]936(theTax Act). The
purposeof this amendmentis to align themeaningof Australiacontainedin the
DAA Act with thatin the Tax Act;

• a definition of an individual projectschemeis inserted. Thepurposeof this
amendmentis toenablean applicanttoelectthat a projectestablishinga new
productivefacility andanotherprojectconsistingof anexpansionupgradeor
improvementof anexistingproductivefacitity, becombinedto comprisean
individual projectschemefor thepurposesof theAct. This is a mechanismto
permit investmentsinvolving mixturesof newandexistingproductivefacilities to
qualify for the developmentallowancewheretheyare verticallyintegrated;
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a definitionof ajoint ventureprojectschemeis inserted. The purposeof this
amendmentis to enableajoint ventureapplicantto electthata project
establishinga new productivefacility and anotherprojectconsistingof an
expansion,upgradeor improvementof anexistingproductivefacility, be
combinedto compriseajointventureprojectschemefor thepurposesof theAct.
This is a mechanismto permit investmentsinvolving mixtures of newand
existingproductivefacilities toqualify for thedevelopmentallowancewherethey
areverticallyintegrated;and

a definitionof a long term leaseagreementis inserted.

ClauseS- Whenproductivefacilities passthediscreteprojecttest

The purposeof this amendmentis to correcta typographicalerror in the Principal Act.

Clause6- Headingto Division 2 of Part2

Thisclauseamendsthe headingto Division2 of Part2 to includethenew definedterms
‘joint ventureprojectschemes”and ‘individual projectschemes’ which areintroduced
into this Division by the Act.

Clause7 - Jointventureprojectschemes

Thisclauseintroducesan additionalsectionwhich allows the partiesto ajoint venture
toelectthat theaggregateof two or morejoint ventureprojectsbe treatedasajoint
ventureprojectscheme.The partiesto eachjoint ventureprojectmustbe thesame
partiesasin eachotherjoint ventureproject. The electionhaseffectonly if all the
productivefacilities passtheverticalintegrationtest.

The purposeof this sectionis toensurethatjoint ventureprojectschemescanconsistof
a mixture of newproductivefacilities and theexpansion,improvementor upgradeof
existingproductivefacilities.

ClauseS- Companygroupschemes

ThissectionamendsSection 14of thePrincipal Act tosimplify thewordingof the
vertical integrationtestfor companygroupprojectschemes,andto clarify that company
groupprojectschemesmayconsistof both newproductivefacilities andtheexpansion,
upgradeor improvementof existingproductivefacilities.

Clause9 - Individual projectschemes 4
This clauseintroducesa newconcept; the individual projectscheme.An entitymay
electthat the aggregateof 2 or moreprojectsbe treatedasan individual projectscheme.
Theelectionhasnoeffectunlessthe productivefacilities passthe vertical integration
test. The purposeof this electionis to permit theaggregationof new productive
facilities and theexpansion,improvementor upgradeof existingproductivefacilities.
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Clause10 - Competitivenesstestfor project expenditure

This clauseamendsSection 17 of the Principal Act by adding sectionsto apply the
competitivenesstestto the two additionalclassesof schemeintroducedby thisAct; that
is joint ventureprojectschemesandindividual projectschemes.

ClauseII - $50 million thresholdtestfor projectexpenditure

ThisClauseamendsSection 18 to apply the$50 million thresholdtestfor project
expenditureto thetwo additional classesof schemeintroducedby this Act; that is joint
ventureprojectschemesandindividual projectschemes.

Clause12 - Crosscapitalexpenditure

ThisclauseamendsSection 19 of the PrincipalAct sothata leasingcompanyscapital
expenditureon a projectis regardedascapitalexpenditureattributedto the lessee.The
purposeof this sectionis to allow theaggregationof both leasedandpurchasedassets
for thepurposeof passingthe $50 million thresholdtest. Capitalexpenditureis subject
to thebasiceligibility test, the recoupmentprovisionsand thenon-arm’slength
transactionprovisionsas well astheothercriteria in the Act, whetherleasedor acquired
by theoperator.

Clause13 - Substantialcommitmentto completionof aproject - relevantfactors

This clauseamendssection20 to coverthe two additional typesof projectscheme
introducedby this Act; thatisjoint ventureprojectschemesand individual project
schemes.

Clause14- Post- 26 February1992projects

This clauseamendssection21 of the PrincipalAct tocover the two additional typesof
projectschemeintroducedby this Act; that is joint ventureschemesand individual
projectsschemes.

Clause15 - Prospectivedeductiontest

Thisclauseamendssection22 of thePrincipal Act to include leasedplant in the

prospectivedeductiontestappliedto anentity carryingouta project.

Clause16- Division 11 and Division 12

Division 11 is insertedinto the PrincipalAct to provide a mechanismfor leased
equipmentto besubjecttoDivision 10 of thePrincipal Act. Accordingto this division,
leasedequipmentis assumedtobe acquiredby theentity for thepurposesof the
PrincipalAct.

Division 12 is insertedinto thePrincipal Act to providefora proposalto incur plant
expenditurein carryingouta projectto countevenif no decisionhasbeenmadeabout
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whetherto acquire,constructor leasethe plant. The purposeof this sectionis to give
theapplicantmaximumflexibility with regardto the financingof projects

Clause17 - Formof applicationetc.

ThisclauseamendsSection28 of the PrincipalAct to coverthe two additional typesof
projectschemeintroducedby this Act; that is joint venttrreprojectschemesand
individual projectschemes.

Clause18- Criteria for granting application

Thisclauseamendssection31 of thePrincipal Act to coverthe two additionaltypesof
projectschemeintroducedby this Act; that is joint ventureprojectschemesand
individual projectschemes,

Clause19 - Formof registration

Thisclauseamendssection32 of the PrincipalAct to coverthe two additionaltypesof
projectschemeintroducedby this Act: thatisjoint ventureprojectschemesand
individual projectschemes.

Clause20 - Form of application

Thisclauseamendssection37 of the PrincipalAct tocoverthe two additional typesof
projectschemeintroducedby this Act; that isjoint ventureprojectschemesand
individual projectschemes,

Clause21 - Form of certificate

Thisclauseamendssection41 of thePrincipalAct to coverthetwo additional typesof
projectschemeintroducedby this Act; that isjoint ventureprojectschemesand
individual projectschemes.

Clause22 - Applicationsfor variation

Thisclauseamendssection42of thePrincipalAct tocoverthe two additional typesof
projectschemeintroducedby this Act; that isjoint ventureprojectschemesand
individual projectschemes.

Clause23 - Form ofapplication

Thisclauseamendssection43 of thePrincipalAct tocoverthe two additional typesof
projectschemeintroducedby this Act; thatis joint ventureprojectschemesand
individual projectschemes.
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Clause24 - Criteria for granting application

This clauseamendssection46of thePrincipalAct to coverthetwo additionaltypesof
projectschemeintroducedby this Act; that isjoint ventureprojectschemesand
individualprojectschemes.

Clause25 - Variationof projectspecification

This clauseamendssection48of thePrincipal Act to coverthe two additionaltypesof
projectschemeintroducedby this Act; that isjoint ventureprojectschemesand
individual projectschemes.

Clause26 - Applicationfor transfer

This clauseamendssection49of the PrincipalAct to coverindividual projectschemes.

Clause27 - Criteriafor grantingapplication

This clauseamendssection53 of thePrincipalAct to coverthetwo additional typesof
projectschemeintroducedby this Act; that isjoint ventureprojectschemesand
individual projectschemes,

Clause28 - Formsof certificate

This clauseamendssection56 of thePrincipalAct to coverthe two additional typesof
projectschemeintroducedby this Act; that isjoint ventureprojectschemesand
individual projectschemes.

Clause29- Applicationfor transferof benefitsof registrationor certificateto
partiesto reconstitutedjoint venture

Thisclauseamendssection59 of the Principal Act to coverjoint ventureproject
schemes.

Clause30- Criteria forgrantingapplication

Thisclauseamendssection63 of thePrincipal Act to coverjoint ventureproject

schemes.

Clause31 - Formof Certificate

Thisclauseamendssection66 of thePrincipal Act to coverjoint ventureproject
schemes.

Clause32 - Application for transfer of benefitsof registration or certificate to re-
constitutedpartnership.

Thisclauseamendssection69 of thePrincipalAct to coverindividualprojectschemes.
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Clause33 - Criteria forgrantingapplication

Thisclauseamendssection73 of the PrincipalAct to coverindividual projectschemes.

Clause34- Formof Certificate

Thisclauseamendssection76 of thePrincipalAct tocoverindividual projectschemes.

Clause35- Entities to which thisPartapplies

This clauseamendssub-section78(a) of the PrincipalAct to correcta punctuationerror
andsub-section78(b)is amendedtocover the two additionaltypes of projectscheme
introducedby this Act; that is joint ventureschemesandindividual projectschemes.

Clause36-Whenplantexpenditurepre-qualifiesundertheAct.

Thisclauseamendssection86 of thePrincipalAct to providethemechanismwherebya
lessorof plant which is subjectto a long term leasecanquality for thedevelopment
allowancein respectof a projectregisteredwith theDAA by a les.seeevenif only part
of theplant involved in the projectis leased.

Clause37 - Certifiedcopiesof documents

ThisClauseaddsa sectionwhich allows theDAA tocertify that a copyof a document
is in facta copyof anoriginal documentissuedby theDAA andwhich providesthat
sucha certified copybe recognisedincourtsandtribunals.
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