EXPLANATORY MEMORANDUM
Income Tax (2014 Budget)(Amendment) Bill 2013

The Bill proposes:

1. Schedule 1- To amend the Secrecy provisions to enable the Commissioner General to share
and exchange information with the Chief Collector of Taxes of the Autonomous Region of
Bougainville or his delegate and clarify the power of the Commissioner General to vary and
revoke approvals for charitable status.

2. Schedule 2 — The proposed changes intend to phase out the specific 50% extended deduction
of expenditure for scientific research from 1* January 2014.

3. Schedule 3 — The proposed changes intend to safeguard significant Government revenue
collections from open-ended expenditure under the Tax Credit Scheme.

4. Schedule 4 - To increase the minimum value of an eligible payment required for the
purposes of a Certificate of Compliance(COC) under Division 2A.IX of Income Tax Act
1959 (“the Act”) from K500 to K5,000.

5. The proposed change will ease the burden and costs of tax compliance on small taxpayers
who charge less than K5000 per contract for minor works and services that they render to
their clients and improve the administration of COCs for the IRC.

6. The proposal also removes the need for a taxpayer to apply for a Certificate of Compliance
where it is engaged under several contracts that attract a total eligible payment which
exceeds K3000.

7. To correct drafting errors in Section 354K and Section 354R.



INCOME TAX (2014 BUDGET)(AMENDMENT) BILL 2013

MR SPEAKER,

THE BILL PROPOSES:

1.

SCHEDULE 1- TO AMEND THE SECRECY PROVISIONS TO ENABLE THE
COMMISSIONER GENERAL TO SHARE AND EXCHANGE INFORMATION WITH
THE CHIEF COLLECTOR OF TAXES OF THE AUTONOMOUS REGION OF
BOUGAINVILLE OR HIS DELEGATE AND CLARIFY THE POWER OF THE
COMMISSIONER GENERAL TO VARY AND REVOKE APPROVALS FOR
CHARITABLE STATUS.

SCHEDULE 2 — THE PROPOSED CHANGES INTENDS TO PHASE OUT THE
SPECIFIC 50% EXTENDED DEDUCTION OF EXPENDITURE FOR SCIENTIFIC
RESEARCH FROM 1°' JANUARY 2014.

SCHEDULE 3 - THE PROPOSED CHANGES INTEND TO SAFEGUARD
GOVERNMENT REVENUE COLLECTIONS FROM OPEN-ENDED EXPENDITURE
UNDER THE TAX CREDIT SCHEME.

SCHEDULE 4 - TO INCREASE THE MINIMUM VALUE OF AN ELIGIBLE PAYMENT
REQUIRED FOR THE PURPOSES OF A CERTIFICATE OF COMPLIANCE (COC)
UNDER DIVISION 2A.IX OF INCOME TAX ACT 1959 (“THE ACT”) FROM K500 TO
K5,000.

THE PROPOSED CHANGE WILL EASE THE BURDEN AND COSTS OF TAX
COMPLIANCE ON SMALL TAXPAYERS WHO CHARGE LESS THAN K5000 PER
CONTRACT FOR MINOR WORKS AND SERVICES THAT THEY RENDER TO THEIR
CLIENTS AND IMPROVE THE ADMINISTRATION OF COCS FOR THE IRC.

THE PROPOSAL ALSO REMOVES THE NEED FOR A TAXPAYER TO APPLY FOR A
CERTIFICATE OF COMPLIANCE WHERE IT IS ENGAGED UNDER SEVERAL
CONTRACTS THAT ATTRACT A TOTAL ELIGIBLE PAYMENT WHICH EXCEEDS
K3000.

TO CORRECT DRAFTING ERRORS IN SECTION 354K AND SECTION 354R.

MR SPEAKER, | COMMEND THE BILL.
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Draft of 12/11/2013

No. of 2013.

Income Tax (2014 Budget) (Amendment) Bill 2013.

ARRANGEMENT OF CLAUSES.

Officers of Observe Secrecy (Amendment to Section 9).

Exemption of Charitable Bodies (Amendment of Section 25A).

Expenditure on Scientific Research (Amendment of Section 95).

Credits in respect of prescribed Infrastructure Developments (Amendment to Section
219C).

Interpretation (Amendment of Section 354K).

Duty to obtain compliance Certificate (Amendment of Section 354M).

Duty of a Paying Authority (Amendment of Section 354N).

Cancellation of Paying Authority Registration (Amendment of Section 354R).
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ABILL
for
An Act
entitled
Income Tax (2014 Budger) (Amendment) Bill 201 3,
Being an Act to amend the Income Tax Act 1959,
MADE by the National Parliament and deemed to come into operation on 1% January 2014,

1. OFFICERS TO OBSERVE SECRECY (AMENDMENT TO SECTION 9),
Section 9 of the Principal Act is amended -
(@)  in Subsection (4) by repealing the last word “and” from Paragraph (i); and
(b) by repealing . from the end of Paragraph () and replacing it with the
following “;and”; and
(¢)  in Subsection (4) by inserting after Paragraph (j), the following new
Subparagraph (k):

“(k) the Chief Collector of Taxes of Autonomous Region of
Bougainville or his delegate.”.

2. EXEMPTION OF CHARITABLE BODIES (AMENDMENT OF SECTION 25A).
Section 25A of the Principal Act is amended -
(@) in Subsection (5) by inserting after the words “for a period of”’ the words “up
to”; and
(h) by adding the following new subsection:
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3. EXPENDITURE ON SCIENTIFIC RESEARCH (AMENDMENT OF SECTION 95).
Section 95 of the Principal Act is amended by inserting after Subsection (11) the following

new Subsection (12):-

“(12)  The increased deduction provided under Subsections (9) and (10) shall
cease to apply as of 1 January 2014 but the provisions shall continue to apply to
expenditure on scientific research incurred prior to that date.”.

4. CREDITS IN RESPECT OF PRESCRIBED INFRASTRUCTURE
DEVELOPMENTS (AMENDMENT TO SECTION 219C).
Section 219C of the Principal Act is amended -
(@) in Subsection (1) by repealing the definition of “approved national
infrastructure project’” and replacing it with the following new definition:

“approved national infrastructure project’” means any infrastructure
project of national importance as approved by the National
Executive Council prior to19 November 2013;”: and

(b) by repealing Subsections (5A), (5B) and (5C) and replacing them with the
following new Subsection (5A):

“(5A) Where an eligible taxpayer would have been, on 1 January
2014, entitled to expend additional amounts under an approved
national infrastructure project under the provisions of this section as
they were in force prior to that date, those provisions shall continue to
apply to such eligible taxpayer;”: and

(c) in Subsection (8) by repealing the figure “7” and replacing it with the figure
‘56!5-

5. INTERPRETATION (AMENDMENT OF SECTION 354K).
Section 354K of the Principal Act is amended in the definition of “certificate of

compliance™ by repealing the figure “298” and replacing it with the figure “289”.

6.  DUTY TO OBTAIN COMPLIANCE CERTIFICATE (AMENDMENT OF

SECTION 354M).
Section 354M of the Principal Act is amended in Subsection 354M(1) Paragraph (a) by

repealing the amount “K500.00"and replacing it “K5,000.00”.

7. DUTY OF A PAYING AUTHORITY (AMENDMENT OF SECTION 354N).

Section 354N of the Principal Act is amended -
(@) in Subsection 354N(1) by repealing the amount “K500.00” and replacing it with

“K5.000.00”: and
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(h) in Subsection 354N(3) -

(i) by repealing “K500.00 or more. or in relation t
payments for several contracts and th
K3.000.00” as it appears
following:

0 one payee eligible
¢ total amount paid exceeds
first in that provision and replacing it with the

“K5.,000.00 or more”; and

(i1) by repealing the amount “K500.00”

as it appears in Paragraph (v) of
that provision and replacing it with the following amount:

“K5,000.00”; and

(¢) in Subsection 354N(8) by repealing “K500.00 in relation to any one contract

and that the total amounts paid to any one payee did not exceed K3,000.00 in
that year”, and replacing in their stead

with “K5,000.00 in relation to any one
contract”,
8. CANCELLATION OF PAYING AUTHORITY REGISTRATION (AMENDMENT
OF SECTION 354R).
Section 354R of the Principal Act is amended in Subsection (1) Paragraph (b) by repealing
the word “othe” and replacing it with the word “other”.



