SUBMISSION

28 September 2026
TO: The Treasury

RE: Consultation Paper: Treasury Laws Amendment (Tax Reform
No. 5) Bill 2026: Better Targeting the Research & Development
Tax Incentive

Introduction

The Association of Mining and Exploration Companies (AMEC) welcomes the opportunity to
provide feedback on the Treasury Laws Amendment (Tax Reform No. 5) Bill 2026: Better
Targeting the Research & Development Tax Incentive.

The amendments proposed in the Bill include:

e increase offsets for eligible core R&D activities and remove the eligibility of
supporting R&D activities;

¢ limit refundability to firms up to 10 years of age, with an extension for up to 15 years
for eligible firms undertaking R&D activities related to therapeutic goods.

e reduce the intensity threshold for the non-refundable offset to 1.5%;

e increase the turnover threshold for the refundable offset to $50 million;

e increase the minimum expenditure threshold to $50,000;

e increase the maximum expenditure threshold to $200 million.

These form part of the tax reform package announced in the 2026-27 Budget, which drew on
recommendations from the Ambitious Australia Report, published by the Department of
Industry Science and Resources (DISR) in March 2026. These are scheduled to come into
effect from 1 July 2028.

About AMEC

AMEC is a national industry association representing over 550 member companies across
Australia. Our members are mineral explorers, emerging miners, producers, and a wide
range of businesses working in and for the industry. Collectively, AMEC’s member
companies account for over $100 billion of the mineral exploration and mining sector’s
capital value. Mineral exploration and mining make a critical contribution to Australia’s
economy, directly employing over 314,000 people. In 2025-26, the industry generated $383
billion in resource exports, invested $3.95 billion in exploration expenditure to discover future
mines, and collectively paid over $59.4 billion in royalties and taxes.
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General Remarks

Nation building requires strategic patience and stable fiscal settings that build investor
confidence, enabling the capability development critical to a future made in Australia and the
long-term durability of its minerals industry.

The Ambitious Australia Report recommended the Research and Development Tax Incentive
(R&DTI) be reformed to simplify and focus the scheme for greater impact, addressing
concerns around complexity, cost, and integrity. AMEC remains concerned that the proposed
amendments and accompanying changes to R&DTI eligibility criteria fall short of these
objectives, doing little to build the business certainty needed to achieve them.

More fundamentally, on the matters of greatest consequence to AMEC members, the
exposure draft does not implement what was recommended in this report. Our concerns in
this regard are set out later in this submission.

AMEC accepts the case for directing the refundable offset towards entities that are not yet
able to use a non-refundable offset. AMEC does not, however, accept corporate age as the
means of identifying those entities. Capping the refundable offset by reference to a ten-year
corporate age test (excluding therapeutic goods proponents) and removing supporting R&D
activities from eligibility altogether, risk pushing businesses and investment capital offshore
to more favourable jurisdictions. These changes also undermine the broader integrity of the
taxation framework by adding unnecessary complexity, with little transparency around their
application efficacy or demonstrable benefit to national productivity.

As AMEC has stated in previous submissions, mineral exploration shares many common
economic characteristics with traditional start-ups: it is high-risk, capital-intensive, and early
stage, with no or limited revenue and uncertain outcomes over long timeframes that often
well exceed ten years to achieve profitability.

Exploration capital is highly mobile, and Australia competes directly for it. Canada supports
the same activity through the Scientific Research and Experimental Development program,
flow-through share arrangements and the Critical Minerals Exploration Tax Credit and has in
recent years expanded rather than narrowed support. Withdrawing refundability from
Australian junior explorers at the point they are least able to absorb it invites capital to
relocate to jurisdictions moving in the opposite direction, at a time when governments are
actively competing to secure critical minerals supply. Exploration is also fundamentally a
knowledge-creation process. It involves generating new geological understanding through
scientific and technical methods, increasingly using advanced tools such as artificial
intelligence, remote sensing, and data analytics.

While the output is not a product or service, it represents a form of innovation, often driven
through extensive research and development pathways, that underpins significant
downstream economic activity, including strengthening critical minerals supply chains which
has been identified as a priority by the Government. Indeed, critical minerals processing is
included in the National Interest Framework under the Australian Government’s Future Made
in Australia agenda.

In addition to making the following recommendations, AMEC welcomes greater collaborative
engagement with government on developing guidance for these reforms and on building
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more impactful incentive pathways that improve program stability and outcomes certainty.
AMEC is also willing to provide member data to assist government in modelling and
monitoring implementation costs and measuring reform benefits to industry applicants.

AMEC would welcome the opportunity to provide indicative data on the proportion of
member R&D claims attributable to supporting R&D activities and on the age profile of
member companies at the time they undertake their most technically uncertain work.

The Reforms Depart from the Ambitious Australia Report

Budget Paper No. 2 and paragraphs 1.3 and 1.4 of the draft explanatory materials both
present this measure as the first stage of the Government’s response to the Ambitious
Australia Report. That report is therefore the stated policy foundation for the exposure draft.
On the matters of greatest consequence to AMEC members, the exposure draft does not
implement what the report recommended, and in several respects does the opposite. AMEC
raises this not to endorse the report in full, but because a measure justified by reference to
an independent review should either follow that review or explain why it has not.

Set out below are key departures from the Ambitious Australia Report, which are expected to
have a particularly harmful impact on AMEC members.

Supporting R&D activities.

The report did not recommend removing supporting R&D activities from the R&DTI. Under
Recommendation 5a it instead recommended the introduction of a deemed rate for
supporting R&D activities, described as a fixed offset benefit calculated relative to the
amount of core R&D expenditure claimed. The stated rationale was that a deemed rate
would reduce ambiguity in self-assessment, reduce record-keeping obligations, streamline
assessment for regulators, and give applicants a simple and predictable basis on which to
plan. That is precisely the simplification objective the explanatory materials invoke. Abolition
delivers simplification only in the sense that a category of legitimate expenditure ceases to
exist.

The basis for restricting refundability.

The report did not recommend corporate age as the criterion for continued access to the
refundable offset. Under Recommendation 5c¢ it recommended that ongoing access be
linked to a company’s revenue growth trajectory, implemented through a three-year ‘on
ramp’, an ongoing eligibility benchmark of average annual revenue growth over the
preceding three years of at least five per cent above the Consumer Price Index, and an ‘off
ramp’ where a company fails that benchmark for two consecutive years.

Whatever the merits of that design, and AMEC has reservations about applying a revenue
growth test to pre-revenue explorers, it is an outcomes test applied to business and
reassessed periodically, with defined entry and exit mechanics. The exposure draft, without
justification, replaces it with a single irreversible date calculated from corporate history.

The fifteen-year therapeutic goods period.
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The report’s treatment of long-development businesses was not a sectoral carveout. Under
Recommendation 5b it recommended that access to the premium startup stream be limited
to three years, with a process to reapply every three years for deep technology businesses
such as pharmaceuticals that have longer development timeframes. Pharmaceuticals were
merely given as an example of deep technology, not as a closed class, and the proposed
mechanism was a periodic, evidence-based reapplication. The exposure draft converts that
into a fixed fifteen-year statutory period available only to entities whose R&D activities have
the dominant purpose of generating new knowledge about therapeutic goods, with no
reapplication pathway for any other sector.

It is further noted that the report recommended the consolidation of national research,
development and innovation effort into six National Innovation Pillars, one of which is
resources, to be focussed on critical minerals and to draw on the Critical Minerals R&D Hub,
CSIRO, ANSTO and Geoscience Australia. It is difficult to reconcile the designation of
resources as a national innovation priority with a measure whose only sectoral concession is
for therapeutic goods, and whose principal effect on the resources sector is to remove from
eligibility the drilling, sample and field program on which resources R&D depends.

The exposure draft does not implement what the Ambitious Australia report recommended,
and in several respects does the opposite.

Age-Based Limitation Does Not Reflect Real Innovation Timelines

Under the proposed reforms, access to the refundable R&DTI offset is limited to entities
younger than ten years, with a provisional exception extending to fifteen years for
therapeutics entities, provided aggregated turnover in both cases remains under an
increased $50 million threshold.

AMEC does not believe company age is a reasonable proxy for technical risk, additionality,
or the likelihood of spillovers. Junior exploration companies are inherently nimble and may
pivot to different commodities (e.g. Rare Earth Elements, antimony, tungsten in response to
recent geopolitical events. The 10-year rule assumes innovative businesses mature within a
decade, yet many sectors, including resources and critical minerals, require 10 to 20 years
before commercial returns emerge. A company well beyond its first decade can still
undertake genuinely new, high-risk R&D: new orebody characteristics, flowsheets, recovery
methods, waste treatment, product specifications, automation and downstream processing
can generate fresh technical uncertainty at any stage of a company's life, particularly as
projects move into advanced manufacturing and new product development. The policy case
for refundability should rest on the R&D program and its spillovers, not the date a corporate
vehicle first carried on as an enterprise.

The draft’s use of the earliest start day of the R&D entity, or of any entity connected or
affiliated with it, under proposed table item 1A and proposed subsection 355-100(6),
compounds this problem. In a sector characterised by joint ventures, farm-ins, acquisitions,
mergers and corporate restructures, eligibility could hinge on historical group structures
unrelated to the current R&D, adding due diligence burden and interpretive complexity rather
than delivering simplification.
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The draft also fails to reflect the realities of innovation and business formation. A company’s
age is often unrelated to the maturity of its innovation activities, as established entities may
undertake restructures, ownership changes, or strategic shifts before embarking on any new
technology development. Limiting eligibility based on corporate age risks excluding genuine
innovators whose projects are at an equivalent stage to those of newly incorporated start-
ups. The draft also overlooks the common practice of using existing listed or latent entities to
launch new ventures, particularly where incorporation or listing costs are significant.

AMEC recommends replacing the company-age cliff with a project and commercialisation
test, retaining refundability where an R&D program remains pre-commercial and meets
defined technical-risk, additionality, and Australian-spillover criteria. A project-based clock
could commence when material expenditure begins, with independent certification available
for extensions where long approval, trial, piloting, or demonstration periods are inherent. The
15-year therapeutics exception recognises that long development cycles exist, but this same
reality applies equally to critical minerals, mineral processing, mining technology, advanced
manufacturing, and long-duration storage. Any extension should reflect objectively
demonstrated development characteristics, not a favoured sector.

Recommendations:

o Replace the company-age cliff with a project-based commercialisation test.
Retain refundability where an R&D program remains pre-commercial and satisfies
defined technical-risk, additionality, and Australian-spillover criteria, rather than
imposing an arbitrary 10-year (or 15-year) corporate age limit and establish a
"national priority innovation" category with an industry-based extension framework
with the ability to seek extensions through evidence-based applications. If an age-
based test is retained, adopt the periodic, evidence-based reassessment
recommended under Recommendation 5¢ of the Ambitious Australia Report.

¢ Introduce a project-level “clock” with certification for long-cycle sectors.
Commence the eligibility period when material R&D expenditure begins on a specific
project, with independent certification available to extend refundability where long
approval, piloting, demonstration, or trial periods are inherent (as in critical minerals,
mineral processing, and advanced manufacturing).

o Extend the therapeutics exception principle to all objectively long-development
sectors. Any age-based concession should be sector neutral and reflect empirically
demonstrated development timelines and technical risk profiles, not favour a single
industry; critical minerals, mining technology, long-duration storage, and advanced
manufacturing warrant equivalent treatment where project characteristics justify it.
This is what the Ambitious Australia Report recommended under Recommendation
5b.
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Removal of Supporting R&D Activities May Discourage Commercialisation

AMEC notes that drilling activities, integral to resources development from early green fields
discovery through to reserve delineation and proof-of-concept metallurgical investigations,
have always been difficult to classify as a "core R&D activity" under current legislation and in
fact are specifically excluded as being considered a “core” activity under existing legislation.
These are typically included in an R&D application as a supporting activity when specific
criteria are met. This is particularly relevant where a core-activity program of metallurgical
test work to determine flowsheet specifications requires a separate verification program of
representative sample collection, usually obtained via drilling, itself classified as a
“supporting R&D activity”.

Under the proposed reforms, many legitimate supporting functions currently being claimed
may become ineligible. For junior explorers, much of the value in R&D claims lies in activities
that are not necessarily experimental in themselves but must occur to collect the mineral
samples and data necessary to support core R&D activities, such as drilling for the purposes
of metallurgical sample collection. Since drilling expenses remain the key component of
junior exploration budgets, removing the capacity to claim supporting activities would
significantly reduce the value of refundable offsets for junior explorer and mining applicants,
with a clear negative impact on the sector.

There are also larger “spillovers” obtained from “core” R&D activity expenditure to be
considered for mining. Drilling and support spend is a significant component of any R&D
activities in our industry. There is an elevated risk that many “core” R&D activities may no
longer occur, if certain supporting activities are no longer recognised by the proposed R&D
legislation.

For pre-development stage companies, converting the refundable benefit into a non-
refundable offset would remove an important source of near-term cash funding, while the
supporting-activity exclusion could also strip out a substantial share of expenditure required
for pilot, demonstration, and scale-up work. The practical value of a non-refundable offset to
a pre-revenue company is in any event limited. It can only be applied against a future
income tax liability, whereas loss recoupment tests may prejudice the entitlement of a junior
explorer to retain their entitlement to carried forward non-refundable offset.

The wholesale removal of supporting activities will disproportionately affect exploration,
mining, minerals processing, engineering, and advanced minerals-related manufacturing
R&D, where experimentation is inherently dependent on the results of strategic and targeted
sample collection, and analysis. Supporting activities may not be experimental in isolation,
but they are necessary to generate valid experimental results. A complete exclusion
misunderstands the nature of industrial R&D, creating artificial activity boundaries,
classification disputes, and perverse incentives to fragment project records.

This impact will be most acute during piloting and demonstration, the stage at which scale
introduces the technical uncertainty and economic spillovers the program is intended to
support, yet where a large share of expenditure sits in engineering, equipment modification,
instrumentation, sample preparation, assays, data capture, safety controls and campaign
execution. Exploration technology trials face the same issue, where field logistics, sampling
and data acquisition are integral to testing a new method rather than incidental to it.
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AMEC supports continuation of refundability remaining available for genuinely pre-
commercial R&D, while necessary supporting activities should remain eligible under stronger
nexus, documentation, and apportionment rules.

Recommendations:

¢ Retain eligibility for supporting R&D activities that are integral to core
experimentation. Drilling for metallurgical sample collection, field logistics,
instrumentation, and data acquisition are not incidental but necessary to generate
valid experimental results in resources, processing, and advanced manufacturing
R&D. If the Government is not prepared to retain supporting R&D activities, AMEC’s
fallback position is the deemed rate recommended under Recommendation 5a of the
Ambitious Australia Report: a fixed offset benefit calculated as a proportion of core
R&D expenditure. That mechanism delivers the simplification and record-keeping
savings the explanatory materials seek without extinguishing a legitimate category of
expenditure.

e Preserve refundable offset access for pre-development stage companies
undertaking pilot metallurgical process development activities and
demonstration work, particularly for critical minerals. Converting refundable
benefits to non-refundable offsets at this stage would remove critical near-term cash
funding precisely when technical uncertainty and economic spillovers are highest,
undermining the policy intent of the R&D Tax Incentive.

¢ Avoid artificial activity boundaries that create classification disputes and
perverse incentives. A wholesale exclusion of supporting activities misunderstands
the integrated nature of industrial R&D, where design, construction, operation,
monitoring, and evaluation cannot be cleanly separated from the experiment itself
without fragmenting project records and discouraging legitimate claims.

Related entities

AMEC is concerned the definition of "related entities" under the proposed amendments fails
to account for the significant changes a corporate entity, particularly in exploration, can
undergo even within a short timeframe, such as ten years.

Previous asset vendors retaining minority shareholdings, farminees, joint venture
participants, takeovers and mergers are common features of the resources industry
landscape and can fundamentally alter a corporate entity's foundational identity despite the
underlying asset never progressing beyond the exploration or discovery stage.

Applied to the junior resources sector, where founders commonly incorporate successive
vehicles and where farm-in and joint venture relationships are routine, the provision is likely
to disqualify a substantial proportion of genuinely early-stage claimants. It will also create a
long-tail compliance and audit burden disproportionate to the integrity risk being addressed,
because an entity must first trace the enterprise commencement dates of every connected
entity and affiliate before it can determine the character of its own offset.

1300 738 184 | www.amec.org.au | Follow us (n




Recommendation:

o Greater definitional clarity needed. AMEC believes this clause risks capturing
innumerable "related" companies across a decade-long history and recommends the
definition be refined with tighter clarity of purpose and application. In particular, the
definition of "Affiliate" may be unintentionally broad and requires reconsideration.

Concluding Remarks

AMEC supports measures that improve the effectiveness and integrity of the R&D Tax
Incentive and recognises the need to direct public support toward genuine innovation.

However, the proposed reforms risk reducing support for commercialisation activities,
disadvantaging sectors with long development cycles outside therapeutics, and excluding
early-stage innovators through higher expenditure thresholds. We recommend modifications
that preserve innovation incentives while achieving the Government's objective of better-
targeted assistance.

AMEC accepts the objective of directing the refundable offset towards entities that are not
yet able to make use of a non-refundable offset. AMEC does not accept corporate age as
the test for identifying those entities. The ten- and fifteen-year thresholds are arbitrary, rest
on no stated evidentiary basis, and bear no demonstrated relationship to technical risk,
additionality or spillovers. AMEC would also support tightening the current broad eligibility
definitions for entities seeking concessions, to avoid integrity risks and unintended,
deleterious consequences arising from the current drafting.

The ten-year limit on refundable offsets and the complete exclusion of supporting R&D
activities do not reflect the long development cycles, capital intensity, and integrated nature
of research in exploration, minerals processing, critical-minerals refining and advanced
manufacturing. Company age is not a sound proxy for technical risk or additionality: many
exploration, mining, processing, and downstream projects remain pre-commercial and
technically uncertain well beyond ten years, while genuine industrial experimentation
necessarily includes design, construction, fieldwork, sampling, operation, instrumentation,
and data analysis. As proposed, the exposure draft would be a material net negative for
industry, disadvantaging a broad group of AMEC members.

AMEC recommends a sector-neutral, project-based approach that retains refundability for
genuinely pre-commercial R&D, preserves necessary supporting activities under stronger
nexus and documentation rules, and uses tapering, caps, risk-based assurance, and
appropriate grandfathering to manage fiscal cost and integrity risk. Transition rules should
protect existing multi-year programs, committed investment and legitimate reliance on
advanced findings. Specifically, entities that have registered and commenced multi-year
R&D programs before 1 July 2028 should retain existing treatment for the duration of those
programs. Capital has been raised and multi-year budgets committed based on current
policy settings, and withdrawing refundability part-way through a committed program would
damage confidence in the scheme well beyond the sectors directly affected.
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AMEC welcomes the opportunity for continued consultation with Treasury regarding the
Treasury Laws Amendment (Tax Reform No. 5) Bill 2026.

For further information contact:

Warren Pearce, Chief Executive Officer — 0477 399 130 | warren.pearce@amec.org.au
Neil van Drunen, Head of National Policy — 0407 057 443 | neil.vandrunen@amec.org.au
Stuart Glazebrook, Director — Victoria & Tasmania — 0402 216 835 |
stuart.glazebrook@amec.org.au
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Recommendations Summary

Replace the company-age cliff with a project-based commercialisation test.
Retain refundability where an R&D program remains pre-commercial and satisfies
defined technical-risk, additionality, and Australian-spillover criteria, rather than
imposing an arbitrary 10-year (or 15-year) corporate age limit and establish a
"national priority innovation" category with an industry-based extension framework
with the ability to seek extensions through evidence-based applications. If an age-
based test is retained, adopt the periodic, evidence-based reassessment
recommended under Recommendation 5c of the Ambitious Australia Report.

Introduce a project-level “clock” with certification for long-cycle sectors.
Commence the eligibility period when material R&D expenditure begins on a specific
project, with independent certification available to extend refundability where long
approval, piloting, demonstration, or trial periods are inherent (as in critical minerals,
mineral processing, and advanced manufacturing).

Extend the therapeutics exception principle to all objectively long-development
sectors. Any age-based concession should be sector neutral and reflect empirically
demonstrated development timelines and technical risk profiles, not favour a single
industry; critical minerals, mining technology, long-duration storage, and advanced
manufacturing warrant equivalent treatment where project characteristics justify it.

Retain eligibility for supporting R&D activities that are integral to core
experimentation. Drilling for metallurgical sample collection and analysis are not
incidental but necessary to generate valid experimental results in resources,
processing, and advanced manufacturing R&D. Failing that, adopt the deemed rate
recommended under Recommendation 5a of the Ambitious Australia Report.

Preserve refundable offset access for pre-development stage companies
undertaking pilot metallurgical process development activities and
demonstration work, particularly for critical minerals. Converting refundable
benefits to non-refundable offsets at this stage would remove critical near-term cash
funding precisely when technical uncertainty and economic spillovers are highest,
undermining the policy intent of the R&DTI.

Avoid artificial activity boundaries that create classification disputes and
perverse incentives. A wholesale exclusion of supporting activities misunderstands
the integrated nature of industrial R&D, where design, construction, operation,
monitoring, and evaluation cannot be cleanly separated from the experiment itself
without fragmenting project records and discouraging legitimate claims.

Greater definitional clarity needed. AMEC believes this clause risks capturing
innumerable "related" companies across a decade-long history and recommends the
definition be refined with tighter clarity of purpose and application. In particular, the
definition of "Affiliate" may be unintentionally broad and requires reconsideration.
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