New R&D Tax Credit Program
As part of the 2009 Federal Budget, the government outlined its Powering Ideas innovation agenda, which included plans to replace the existing R&D Tax Concession Scheme with a new $1.4 billion R&D Tax Credit program from 2010/11.
On 18 December 2009, the Government released an exposure draft of the legislation for the new R&D tax Credit scheme. 

The main provisions of the new two-tier R&D Tax Credit program are:
· Companies or corporate groups with turnover of $20 million or above will be able to claim a 40 percent tax credit, equal to 10 cents in the dollar of eligible R&D spend. Previously this was a 125% deduction which gave 7.5 cents benefit.
· Companies with turnover of less than $20 million will be able to access a 45 percent tax credit, equal to 15 cents in the dollar of eligible R&D spend. If these companies are in tax loss, they will be able to ‘cash out’ the R&D credit as a tax refund. Previously the rate of benefit for SMEs was the same as for larger corporates, but could be accessed as a refundable tax offset. 
· A narrowing of the definition of R&D to include innovation and technical risk. Previously this was an either/or criteria – now activities are required to satisfy both criteria 
There is currently no proposed cap on the amount of eligible R&D expenditure under the new 
credit program.
While the proposed changes are likely to put downward pressure on R&D activities from larger companies, the benefit to small and medium sized enterprises is likely to increase by this realignment of R&D eligibility.
For further information on the impending changes to the R&D Tax Credit Program, please contact Don O’Brien from KPMG’s Tax Practice. 

