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R&D Tax Incentive: Extensions to Growth Grant contracts

Date: 14 August 2018 Priority: High
Security In Confidence Tracking MBIE 0618 18-19
classification: number: Cl B-18-029

Purpose ,\Q)q/

N
To obtain your agreement to extend Growth Grant recipients expiring before 31 March 2019

fail to satisfy the current criteria for renewal. (’}
Recommended action O :
N

The Ministry of Business, Innovation and Employment (MBIE) and Callaghan,@ation

recommend that you: (b,

@ Min RS&I
~

a Agree to continue the existing contract-renewal process until rch 2019 Agree /
and, for those companies who do not meet the criteria for a al, allow a Disagree
contract extension to 31 March 2019

-

b Direct Callaghan Innovation and MBIE to work wit @anies that fail to Agree /
satisfy the criteria to manage their transition to the\ Tax Incentive on 1 Disagree
April 2019 O

c Agree to forward this briefing and earlier br{fing on Options to expedite Agree /
transition of Growth Grant recipients ( 50 17-18) to Minister of Disagree

Revenue
N

N\
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Richard Walley Hon Dr Megan Woods le/
Manager, Innovation Policy Minister of Research, Science and

Labour, Science and Enterprise, MBIE Innovation %’

..... [
14/8/2018 ?\

Becci Whitton \
Manager, Stakeholder and Government . (b,
Engagement . ()\
Callaghan Innovation 55\\\

14/8/2018 O
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Background

1. On 19 July 2018 you agreed to keep Growth Grants available to existing recipients until 31
March 2021 (MBIE 3950 17-18 refers). This provides a channel for Growth Grant recipients
with insufficient tax liability to use their tax credits immediately (“firms in loss”) to continue
receiving in-year payments through their Growth Grant until they are available through the R&D
Tax Incentive (from 1 April 2021).

2. On 13 August 2018 we understand you agreed that there would be no restrictions on the
availability or terms of Growth Grant contracts in the second year of the transition period from (1/
April 2020 to 31 March 2021 (MBIE 0512 18-19 refers). Moreover, Growth Grant contracts@)
are active on 1 April 2019 will automatically be extended until 31 March 2021, regardless,%'
whether the recipients satisfy the current criteria for renewal. \

3. Atthe same time, you directed us to work proactively with all companies to help tr?&
transition to the R&D Tax Incentive sooner, especially with the approximately 100 fkms in profit
that will not be affected by the absence of in-year refundability. Your expectgs that firms in
profit will transition to the R&D Tax Incentive on or before 1 April 2020. Y cted us to talk
with firms in loss and advise them further on solutions on a case-by-g

Sis.

4. We also discussed granting extensions to existing recipients whose% wth Grants expire
before the start of the R&D Tax Incentive on 1 April 2019 and t uld fail to qualify for an
extension under the current rules. You directed us to follow ion that was not among the
alternatives listed on that briefing. This briefing seeks you% irmation of our understanding of

that option. .
p O°

: . N\
Extension to expiring Growth Gra tracts
5. Under the current rules, to receive a Gr.c%;r@k\'njt extension a recipient must maintain or

increase their eligible R&D expenditure e two years of the grant period, as compared to
the two years prior to the grant period, ang'maintain a R&D intensity of 1.5 percent or higher.

Callaghan InnovationP
ﬂ not satisfy the criteria under the current rules to requalify
for the Growth Grant on 30

Si)x ber 2018. Moreover, additional recipients may fail to
requalify when their contra pire between 31 December 2018 and 31 March 2019. This is
because their R&D ex iftire has reduced since their last review.

6. The justification for@é&eﬁding the contracts of these firms, even if they do not satisfy the
criteria, is that w% it they would face a six-month gap in any form of Government support
until they are le for the R&D Tax Incentive. The reduction in support may cause them to
reduce their@% expenditure.

7. Based e discussion at the meeting on 13 August, we understand that you wish to offer an
exte until 31 March 2019 to firms that did not meet the criteria for a renewal. This means
t @oth firms in profit and firms in loss that do not satisfy the criteria will receive only a six-
\é@nth extension. Those companies would then have the opportunity to apply for the R&D Tax
@ ncentive, which will come into effect on 1 April 2019. You also directed Callaghan Innovation
Q‘ and MBIE to work with companies that fail to satisfy the criteria to manage their transition to the
R&D Tax Incentive.

Next steps

8. In the week following receipt of your decision on this and the earlier briefing (MBIE 0518 18-
19), we will provide you with a revised Ministerial Direction that implements these changes.
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