
 
 
 
 
 
 
 
 
 
 

Hanrick Curran Client Alert – Investment Allowance 
Update 

 
On 26 February, we provided a summary of the Government’s proposed Investment 
Allowance based on the exposure draft of legislation released that week.  Yesterday 
(19 March 2009), the Government released the final Bill of legislation following a brief 
period of public consultation.  They also released an updated Frequently Asked 
Questions booklet based upon various questions and submissions by the public 
(including several by Hanrick Curran). 
 
While the legislation generally follows what was proposed in the exposure draft, there 
are a number of changes and clarifications which we thought were important to bring 
to the attention of our clients. 
 
New Changes / Clarifications 
 
Cost Threshold 
 
The Explanatory Memorandum confirms that the cost threshold is a GST exclusive 
amount.  Therefore a taxpayer must spend a minimum of $1,100 (small business 
entity) or $11,000 (including GST) in order to claim the allowance. 
 
Multiple Investments are Amalgamated for Threshold 
 
The law now provides that multiple investments in the same asset will be 
amalgamated in calculating whether the relevant threshold has been exceeded.   
 
For example, an asset is purchased in the 2008/9 year for $9,500, so the cost falls 
below the threshold.  In July 2009, an additional $2,000 is spent to upgrade the 
asset, so the total cost is $11,500.  The investment amount for the 2009/10 year will 
be deemed to be $11,500.   
 
In this instance, the contract date of the additional expenditure will be critical to 
determine whether the 30% allowance or the 10% allowance will apply.  If the 
additional $2,000 expenditure is contracted (ie the order placed) before 30 June 
2009, then the 30% allowance will apply in the 2009/10 year to the $11,500 total 
expenditure.  However, if the decision to upgrade the asset is not made until July 
2009, then the 10% allowance will apply to the $11,500. 
 



Batches of Identical Assets 
 
The cost threshold also applies to batches of identical (or substantially similar) 
assets.  For example, a supermarket operator decides to replace the shelving in 
three of the supermarkets.   There are 100 shelves required in total and each article 
of shelving costs $250.  While each shelf on its own would be below the threshold, 
together, they total $25,000 and therefore exceed the cost threshold. 
 
Sets of Assets 
 
The threshold will also apply to a set of assets.  Where several separate depreciable 
assets exist which form a set, the set is amalgamated for the purpose of the cost 
threshold.  The example provided in the Explanatory Memorandum is that of a 
Courier company acquiring a Base Station and several two way radios.  While each 
item is a separate depreciable asset, all assets are a ‘set’ as they are intended to 
function together.  The Investment Allowance will be available where the set of 
assets exceeds the threshold. 
 
Principally for Use in Australia 
 
The final change is in addition to the principal use for business, the asset must be 
used principally (ie more than 50%) in Australia. 
 
 
Original Client Alert – 26 February 2009 
 
The text of our original client alert is reproduced below. 
 
The Government yesterday released an Exposure Draft of legislation for public 
comment in relation to its proposed Investment Allowance.  While this is only draft 
legislation, it does provide businesses with details of how the Government currently 
intends the Investment Allowance to operate, allowing businesses to move forward 
with investment decisions. 
 
The Investment Allowance is designed to stimulate Australia’s economy by 
encouraging businesses to invest in new assets.   It consists of a one-off deduction 
based on a percentage of the cost of a new business asset.  This deduction is in 
addition to the depreciation that may be claimed in respect of the cost of the asset. 
 
New, Tangible, Depreciable, Business Assets 
 
The Investment Allowance will only apply to new assets, meaning no other entity has 
previously held the asset or had it installed ready for use.  In relation to motor 
vehicles and other equipment, ‘demonstrator’ models will still be considered new if 
they were only used for the purpose of reasonable testing and trialling. 
 
In addition to new assets, the Investment Allowance will also apply to upgrades to 
existing assets where the upgrade is not deductible as a repair.  
 
For example, a taxpayer acquires a new non-removable canopy for the back of his 
ute.  The cost of the canopy forms part of the overall ‘cost’ of the ute for depreciation 
purposes as it brings the ute to its present condition.  The canopy should be eligible 
for the Investment Allowance. 
 
The asset must be a tangible, depreciable asset where depreciation can be claimed 
under the main depreciation rules (Division 40-B).  This means that intangible assets 
such as computer software will be ineligible for the investment allowance. 



 
Since the asset must be able to be depreciated under the general depreciation rules, 
assets that already receive concessional treatment under ‘special’ depreciation 
provisions such as certain primary production assets will be ineligible for the 
Investment Allowance. 
 
However, under a special concession, certain assets that are not normally 
depreciable under Division 40-B are included.  These assets are: 
 
·  Cars for which a taxpayer uses the 12% of cost method to claim deductions* 
·  Assets for which a taxpayer claims depreciation under the Small Business 

Entity depreciation rules 
·  Tangible Depreciating Assets where deductions are claimed under the 

Research and Development (R & D) rules. 
 
Finally, the assets must be acquired for the principal purpose of use in a business, 
although there will be no clawback of the investment allowance for some non-
business use, provided the principal purpose test is still satisfied. 
 
For taxpayers that are a ‘Small Business Entity’, eligible assets are tangible, 
depreciable assets costing more than $1,000.  For all other business entities, eligible 
assets are tangible, depreciable assets costing more than $10,000. 
 
* Please note that the luxury car limit will apply to the Investment Allowance, so the 
maximum allowance deduction available for cars for 2008/9 will be $17,154 ($57,180 
x 30%). 
 
Table of Eligible and Ineligible Assets  
(reproduced from the Explanatory Memorandum to the Exposure Draft) 
 
Eligible Assets Ineligible Assets 
    
- Tangible, depreciating assets for which a  deduction is   - Intangible assets, such as: 

available under section 40-25 of the ITAA97 such as:   - Computer Software 
  -Machinery   - Intellectual Property Rights 
  -Equipment - Cars using cents per km method 
  -Cars (except those using cents per km method) - Land 
- Tangible depreciating assets used by small business - Trading Stock 
   entities - Horticultural Plans, Establishment          
- Tangible depreciating assets used in R & D   of Carbon Sink Forests 

 
- Capital Works - Building 
Construction Expenditure 

 
Who can claim the Investment Allowance? 
 
Since the Investment Allowance is aligned with the depreciation rules, the ‘holder’ of 
the asset for depreciation purposes (ie the entity who can claim depreciation) will be 
eligible for the investment allowance.   
 
Therefore, for general operating leases such as most office equipment or motor 
vehicles, the lessor (financier) and not the lessee will be entitled to the investment 
allowance.   The ability to claim the Investment Allowance will be an important part of 
your financing decision. 
 
For example, you may choose hire purchase or chattel mortgage finance instead of a 
lease, or alternatively, you may seek to negotiate better lease terms to offset the 
Investment Allowance that the financier can claim. 



Critical Dates 
 
The following table illustrates the critical dates to receive the Investment Allowance. 
 
Asset Installed  By: New Investment Made By: 
 30-Jun-09 31-Dec-09 
30-Jun-09 30% in 2008/9   
30-Jun-10 30% in 2009/10 10% in 2009/10 
31-Dec-10 10% in 2010/11 10% in 2010/11 

 
If assets are contracted to be purchased or commence being built after 12 December 
2008 and before 30 June 2009 and installed ready for use before 30 June 2010, then 
the 30% allowance will apply.  If contracted to be bought or commence being built 
after 30 June 2009 but before 31 December 2009, and installed prior to 31 December 
2010, then the 10% allowance will apply.   
 
The deduction for the Investment Allowance will only become available in the year 
that the asset is first used, or is installed ready for use. 
 
Please do not hesitate to contact your Hanrick Curran advisor, or our Taxation 
Partner, Jamie Towers on 07 3229 6966 with any queries in this regard. 
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