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POOLED DEVELOPMENTFUNDS AMENDMENT BILL 1994

OUTLINE

Thepurposeof this Bill is to give effectto changesto operationalrules applyingto
PooledDevelopmentFunds(PDF) announcedas partof a wide rangeof measuresby the
PrimeMinisteron 4 May 1994 in theWhite Paperon Employment,Industry and
RegionalDevelopment. ThePDFProgram,which wasintroducedin June1992, is
designedto channellong-termequity capitalto smalland mediumsizedenterprises
(SME5).

PDFsareconcessionallytaxedinvestmentvehiclesthat maybeestablishedunderthe
PooledDevelopmentFundsAct 1992 (PDFAct) for thepurposeof investingin equity in
SMEswithin theparameterssetout in theAct.

Changesannouncedto theProgramare designedto improvethe incentivefor investingin
PDFs,andtheflexibility of theoperationalrules forPDFs. Therevisedincentive
involvesa reductionin the tax ratefrom 25% to 15% on theprofits a PDFderivesfrom
its investmentsin SMEs. TheTreasurerwill beintroducinglegislationto give effectto
this measure.

Changesto theoperationalruleswill improvetheir commercialflexibility, detailsof
which aregiven in thebody of this Memorandum. As an inducementfor PDFsto invest
their fundsin SMEs it was alsodecidedto raisefrom 50% to 65% the level of raised
capitalaPDF must investwithin 5 years.

FINANCIAL IMPACT STATEMENT

Thereis no financial impactthat arisesfrom theamendmentsto thePDFAct.
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NOTES ON CLAUSES

PART 1- PRELIMINARY

Clause1 - Shorttitle etc.~

1. This clauseis selfexplanatory.

Clause2 - Commencement

2. This clauseis selfexplanatory.

PART2- AMENDMENTS RELATING TO THE ASSETS

OF INVESTEE COMPANIES

Clause3 - Objectof Part

3. Thisclauseis selfexplanatory.

Clause4 - Limit on sizeof investeecompany

4. Thisclauseis to amendsection24 to allow for anincreasefrom $30mto $50mof

thetotalassetsizelimit of companiesin which a PDF may invest.

PART3- AMENDMENTS RELATING TO THE MAXIMUM
LEVEL OF INVESTMENT IN AN INVESTEE COMPANY

Clause5 - Objectof Part

5. This clauseis selfexplanatory.

Clause6 - Interpretation

6. This clauseprovidesfor decisionstakenby thePDF RegistrationBoardunderthe
discretionarypowersproposedin clause7 to besubjectto review.

Clause7 - PDFnot to commitmorethan 30% of its committedcapitalto investee
company

7. Thisclauseamendssection25 in orderto increasefrom 20% to 30% of the
proportionof a PDF’s raisedcapital that aPDF may investin anyonebusiness,andto
providethePDF RegistrationBoardwith a discretionarypowerto exceedthis limit in
certaincircumstances.



4

8. In orderto assisttheattainmentof theobject of theAct, theBoardwill be
providedwith a discretionarypowerto allow PDFsto investin excessof theprescribed
30% limit in anyonebusinessat anypoint in time. TheBoard maynotexerciseits
discretionif it believesthat an investmentexceedingtheprescribedlimit is being sought
for thepurposeof avoiding taxationprovisions. A discretiongrantedby theBoard will
require theagreementby thePDF to meetthe prescribed30% limit within a specified
timeframe.

Clause8 - Provisionsrelatingto approvalsby Board

9. Thisclauseis requiredto amendsection28 asa resultof the additional
discretionarypowersto begiven to the PDFRegistrationBoard underclause7.

Clause9 - Revocationat discretionof Board

10. A new provisionis to beprovidedin section47 toallow the PDFRegistration
Board to revoketheregistrationof a PDFin the eventit fails to comply with the Board’s
conditionsfor exceedingthe30% limit of theproportionof a PDF’sraisedcapitalthat a
PDF may invest in anyonebusiness.

Clause10 - Criminal conseciuencesof contraveningcertainprovisions

11. Thisclausesetsthepenaltyfor failure to comply with anundertakingmadeto the
PDF RegistrationBoard underits discretionarypowersto beprovidedunderclause7,

PART 4- AMENDMENTS RELATING TO INVESTMENT

IN START-UP BUSINESSES

Clause11 - Obiectof Part

12. Thisclauseis selfexplanatory.

Clause12 - Interpretation

13. Thisclauseamendssection4 asa consequenceof theproposedrepealof section
26 by clause13.

Clause13 - Repealof section26

14. Thisclauserepealssection26, therebyremovingthe restrictionon the level of
investmentsin start-upbusinessesby a PDF, solongas the investmentcomplieswith the
otherprovisionsof theAct.

Clause14 - Application

15. This is a transitionalprovision to coverany decisionsmadeby thePDF
RegistrationBoardundersection26 prior to theenactmentof clause13.
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PARTS- AMENDMENTS RELATING TO THE LIMIT
ON SHAREHOLDINGS IN A PDF

Clause15 - Object of Part

16. This clauseis self explanatory.

Clause16 - Limit on shareholdingin a PDE

17. Section31 is amendedby this clausein orderto raisefrom 20% to 30% thelimit
on ownershipin a PDF by investors,otherthanbanksand life offices for whom thereis
no limit, while retainingtheBoard’sdiscretionarypowerto vary the restriction.

PART 6- AMENDMENTS RELATING TO THE PERCENTAGE OF

THE CAPITAL RAISED BY A PDF THAT MUST BE INVESTED

Clause17 - Objectof this Part

18. This clauseis self explanatory.

Clause18 - Timetablefor investingfundsraisedby PDF

19. Section32 is to beamendedto increasefrom 50% to 65% the level of a PDF’s
raisedcapital that mustbeinvestedin eligible businesseswithin 5 yearsof that capital
having beenraised.
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