Taxation (Depreciation, Payment Dates
Alignment, FBT, and Miscellaneous
Provisions) Bill

Government Bill

Explanatory note

General policy statement
This bill introduces important changes to currcnt taxation law.

Amendments to the Income Tax Act 2004 will amend the provi-
sional tax calculation and puyment systems by aligning the three
current provisional tax payments to GST due dates and providing an
alternative method of calculating provisional tax by basing it on a
percentage of GST taxable supplics.

Another group ol amendments will change the tax depreciation rules
so that tux depreciation rates are closer to estimates of economic
depreciation for assets. The amendments change the way that depre-
ciation rates are calculated and reduce the investment biases that
favour investments in long-life assets over investments in short-life
asscts. For plant and cquoipment, the double declining balance
method (producing an incrcase in depreciation rates for plant and
equipment with short economic lives) is introduced. For buildings,
straight-line depreciation with a declining balance equivalent (pro-
ducing a lower depreciation rate) is introduced. Compliance costs
associated with the current tux depreciation rules are reduced by
increasing the low-value asset threshold.

There are also amendments that give ellect 1o a set of changes 1o
ringe benelit tax (FBT). The changes, which arise [rom the first
major review of FBT since the tax was introduced in 1985, were
signalled in the government discussion document Streamlining the
taxation of fringe benefits, released in December 2003. They are
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designed o reduce compliance costs and remove anomalies in the
rules while maintaining the objectives of FBT.

Amendments will be made to provide that companies bringing in
ncw cquity investors will have better access to tax deductions for
rescarch and development expenditure. Technology companics, in
particular, olten have a long lead-in period in which they incur major
expenditure without realising income as a result. Under current law,
the companies can lose deductions for expenditure on research and
development if they bring in new investors after the initial develop-
ment stage. The changes will allow deductions for expenditure on
research and development to be matched with income from the
cxpenditure. They will cater for the growth cyele of technology
companics and remove a barricr to investment in rescarch and
development.

A small group of amendments will provide certainty on the treat-
ment of regrassing and fertilising expenditure, particularly if it is
incurred as part of a farm conversion.

Further amendments address the issue of corporate migration.
Amendments in the bill treat migrating companies in the same
manner that liquidating companies are currently treated. A migrating
company will be treated as having disposed of its property at market
value and having distributed all shareholder funds (including the
disposal proceeds) to its sharcholders as if it were making a distribu-
tion on its liquidation. The nsual treatment of a distribution by a
company to its shareholders will apply. Technical consequential
amendments are also made o the conduit and dividend withholding
paymennt rules.

Other amendments: reform the tax treatment of sceuritics lending to
bring the New Zcaland treatment into line with the international
treatment of these transactions and address lax avoidance concerns
related to the current treatment of securities lending transactions,
provide additional reliet from the New Zeualand foreign investiment
fund rules for new migrants and returning New Zealunders who have
interests in employment-related foreign superannuation schemes;
and enable New Zealand persons with interests in foreign hybrid
investment vehicles to claim credits in New Zealand for forcign tax
paid by these catitics.
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Amendments (o the Income Tax Act 2004 and the Tax Administra-
tion Act 1994 will establish a [ramework lor the payment of subsi-
dies to payroll intermediaries who perform PAYE and related obli-
gations on behulf of small employers.

Amcndments arc proposed to the Tax Administration Act 1994 to
require New Zealand resident trusiees of loreign trusts to disclose o
Inland Revenue prescribed information relating 1o each loreign trust
of which they are a trustee, to keep prescribed financial records
reluting to foreign trusts for New Zeualand tax purposes, and to
provide access to these financial records to Inland Revenue, if
requested. These amendments will enable New Zealand to meet its
international commitments and obligations under its double tax
agreements to exchange information relating to forcign trusts.

Part 1
Annual rates of income tax for 2005-06 tax year

This provision sets the annual income Lax rates that will apply lor the
2005-06 tax year. The rates that will apply are those in Schedule 1 of
the Income Tax Act 2004,

Part 2
Amendments to Income Tax Act 2004

Aligning provisional tax payments with GST payments

These reforms are intended to address concerns with the manage-
ment of taxpayers’ cash-flows and the timing, size, and number of
lax payments required to be made by (generally) business taxpayers.
Aligning provisional tax dates o GST dates will become mandatory
for all provisional taxpayers. At present, the vast majority of GST
taxpayers have their GST taxable periods aligned to their balance
date However, a small percentage of GST registered persons will be
required to change their GST taxable periods to align with their
balance date. These costs could have offsetting bencfits to taxpayers
as bhetter financial information will be available with GST informa-
tion matching the time period of other financial information,

Provisicnal taxpayers who are registered for GST on a monthly or
two-monthly basis will pay provisional tax three times a year, linked
to cvery sccond GST payment date (fourth GST payment date for
monthly GST payers). Taxpayers who account for GST on a six-
monthly basis will pay provisional tax every six months. Non-GST
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registered provisional taxpayers will pay three provisional tax pay-
ments each year.

Taxpayers will have to pay GST up to three days earlier as a result of
the changes. Howcever, this will be offsct by taxpayers having the
usc of the provisional tax moncy for longer as the new provisional
lax payment dates defers the payment ol provisional tax. Also,
laxpayers’ compliance costs will be reduced by the concentration of
their tax compliance efforts, the removal of the need for separate
provisional tax payments, and fewer payment dates.

Taxpayers that qualify to basc their provisional tax payments on a
pereentage of their GST taxable supplics will be able to match their
provisional tax payments with receipt of their income. The ratio will
be based on their residual income tax divided by their Laxable sup-
plies for the corresponding year. This option will be available only
to taxpayers who account for GST on a monthly or two-monthly
basis. Provisional tax payments will be required six times a year
linked to each of their GST returns (every second return for monthly
pavers).

Allocation of research and development tax deductions

Amcndments will allow taxpayers to allocate certain rescarch and
development (R&D) tax deductions to income years after the year in
which the related expenditure (including a depreciation loss) is
incurred. This means that deductions will not be lost il there is a
shareholding change between when the expenditure is incurred and
when the deduction is recognised by the taxpayer. This tax treatiment
will be opticnal. However, those who choose this approach must
allocate R&D deductions against income resulting tfrom the R&D
cxpenditure.

Companies that bring in new equity investors will have betler access
to tux deductions for R&D expenditure under the proposed amend-
ments. Technology companies, in particular, often have a long lead-
in period in which they incur major expenditure before realising
income from it, but under current law they can lose R&D tax
deductions if they bring in now investors after their initial develop-
ment stage. The changes will better suit the growth cycle of technol-
ogy companies and remove a barrier (0 R&D investment by
allowing R&D tax deductions o be matched with relaled income.
The amendments will apply from the 2005-06 income yeuar.
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Corporate migration

The corporate migration amendments will remove incentives for
companies to migrate from New Zealand for tax reasons. A com-
pany resident in New Zealand is liable to New Zealand tax on its
worldwide income. However, currently companics may migrate
without being required (o pay tax on income that was earned while
the company was resident. Amendments in the bill treat migrating
companies in the same manner that liquidating companies are cur-
rently treated. A migrating company will be treated as disposing of
its property at market value and making a distribution to sharehold-
ers as if in a liquidation. The company will be required to pay
withholding tax on the value of the deemed dividends under the
resident withholding tax rules or the non-resident withholding tax
rules as appropriate. The company will be allowed 0 atlach imputa-
tion credits o the deemed dividends. To provide reliel rom double
tax in the event of an actual distribution, the distribution can be
treated as an additional amount of tax paid share capital that can be
returned to shareholders tax-free in certain circumstances.

For consistency with current imputation rules on migration, a com-
pany that ceases 1o be resident will also cease 1o be a dividend
withholding payment account company and a conduit tax reliel
account company.

The amendments will apply to companics that become non-residents
on or after 1 April 1997.

Depreciation

These amendments are intended to improve the current tax deprecia-
tion rules by moving the tax depreciation ratcs closcr to cstimates of
economic depreciation lor assets by changing the way that deprecia-
tion rates are calculated. For plant and equipment, the double declin-
ing balance method (which produces an increase in depreciation
rates for plant and equipment with short economic lives) will apply;
for buildings, the straight-line depreciation method with a declining
balance equivalent (which produces a lower depreciation rate) will
apply.

A central policy objective is reducing investment biases that favour
investments in long-life assets over short-life assets. The increase in
the low-value asset threshold will reduce compliance costs associ-
ated with the current tax depreciation rules.
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Farm conversions

Amendments will provide the extent to which regrassing and fertilis-
ing expenditure associated with a “significant capital activity”, such
as a farm conversion, is to be amortised over a numbcer of years. The
ratc for amortising this expenditure will be up-dated to refleet that
modern farming practices increasingly make use ol short pasture
rotation cycles. The amendments will also provide that such expen-
diture, if not required to be amortised, will be fully deductible in the
year that it is incurred.

Fringe benefit tax

Amendments to the Income Tax Act 2004 will give effect to changes
which arose from the review of FBT and that were either signalled in
the Government discussion document Streamlining the taxation of
Jringe benefits, released in December 2003, or arose out of submis-
sions madc on that document. The purposc of the review has been to
asscss the operation of the fringe benefit tax rules, which have
remained substantially unchanged since their introduction in 1985,
and, where [easible, address taxpayers’ concerns about the way the
tensions between simplicity, comprehensiveness, costs (including
compliance costs) and equity have been balanced under those rules.
Several of the main changes included in the bill as a result of the
review are described below.

The main changes include allowing owners of motor vehicles the
choice of calculating the benefit bused on the vehicle’s tax book
value (with a minimwm value) or, as at present, its cost. Also, the
valuation rate will be reduced to reflect lower real motoring costs
since the rate was set in the early 1980s. The rate will be reduced
from 24% to 20% of the cost of the vehicle; the cquivalent rate if
book value is nsed will be 36%. To remove the potential for private
use ol a motor vehicle within a 24-hour period being treated as two
days’ privale use, employers will be able to elect the start time lor an
FBT day. The election must last for two years.

The treatment of leased vehicles will be aligned with that of owned
vchicles; that is, lessces will have the choice of valuing the benefit
on cither the cost or tax book valuc of the vehicle.

To address the practice by which shareholder-employees avoid FBT
by leasing their own vehicles to their employers and “suspending”™
the leases when private use occurs (known as “9-to-3” or “flip-flop”
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leases), the “suspension” will be legislatively overridden for FBT
purposes and privale use trealed as a fringe benelit.

Employers will have the option of valuing their loans to employees
at a market ratc as an altcrnative to the current prescribed rate of
interest. The market ratc must be the rate that the Iender was charg-
ing to cther comparable groups of a sulficient size on an arm’s-
length basis and need not be a rate that is available to the public,

The minimum value thresholds that apply to unclassified fringe
benefits will be increased. in the case of the employee threshold,
from $75 to $200 per guarter and in the casc of the cmployer
threshold, from $450 per quarter to $15,000 per annum.

The private use of employer-owned or leased business tools, such as
cell phones and laptops, will be exempt from FBT when provided to
the employee primarily for business purposes. subject to the cost
price of a tool not exceeding §5,000.

Benefits that arise in relation to employer health and safety obliga-
tions will be exempt from FBT irrespective of whether provided on
or off-premises. The general anti-avoidance rule for income tax will
in future be applied to FBT and the provision of credit cards and
other short-term credit facilitics by charitics to their employees will
be made subjcct to FBT by gencrally excluding such benefits from
the charities” FBT exemption.

It an employee is eligible for a tax-tree reimbursement of the costs
of travelling to visit the employee’s family. an exemption from FBT
will be available when an employer pays for a member of the
cmployee’s family to travel to visit the employce. The exemption for
the family visit is limited to the amount that would have been
exempt [rom FBT il the employee had made the visit and had been
reimbursed.

The bill includes a number of other minor changes to the FBT rules.

These changes will apply from 1 April 2006.

Increase in the child rebate

An amendment 1o section KC 2 will increase the maximum child
rebate payable from S156 1o $351 per annum. This will increase the
amount of income (excluding interest and dividends) that eligible
children can earn tax-free from $1,040 per annum ($20 per week) to
$2.340 per annum ($45 per week).
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The increase is intended to reduce compliance costs [or cerlain
groups of children. Eligible children who are private and domestic
workers or independent contractors and earn income (less interest
and dividends) of between $1,040 and 52,340 per annum will no
longer be required to deduct tax or meet other tax obligations in
respect of this income. Children who are employees, but not private
and domestic workers, may cxpericnce a reduction in compliance
costs if their employer reduces the tax dedocted at source to take the
child rebate into account. All eligible children whose income
exceeds $1,040 will beneflit monetarily from the increase. This
amendment will apply trom the income year commencing 1 April
2006.

Payouts from co-operatives

An amendment is introduced to remove the current uncertainty in
the tax treatment of payouts from co-operatives to members. It will
ensure that payouts are deductible to the co-operative and taxable in
the hands of the member at their marginal tax rate. The amendment
achicves this by specifically excluding such payouts from the defini-
tion of a dividend and including them as an allowable deduction in
the Income Tax Act 2004. To be deductible, however, the payout
musl be in relation to the supply ol trading stock sold to the co-
operative by the member or sold by the co-operative to the member.

Reverse takeovers

The concessionary continuity rules will be extended so that they
apply in circumstances where a larger company is taken over or
merges with a smaller company. Under current law, such a transac-
tion may result in continuity for the losses of the larger company’s
losses or imputation credit account losscs. However, usc of the rales
can be impractical in some instances. The amendments will allow
simplified methods (or determining continuity.

Securities lending

Amcndments will reform the tax trcatment of sccuritics lending to
bring New Zealand into line with the international treatment of these
transactions, Tax avoidance concerns related (o the current treatment
of securities lending transactions are also addressed. The amend-
ments involve the provision of: a clear definition of qualifying
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transactions (called “share-lending arrangements”); detailed rules (o
deal with distributions on borrowed securities; a locus on equily
securities; and the introduction of new rules relating to the treatiment
of the imputation credits received by a “borrower” of securities and
the non resident withholding tax for which the “lender™ of securities
would be liable if the securities were not “lent™.

The securities lending rules will apply lor income years and transac-
tions beginning on or after enactment, while the associated anti-
avoidance measures will apply from the date of Royal assent.

Subsidy for certain PAYE intermediaries

Proposed subpart NBB of the Income Tux Act 2004 introduces an
extension to the accredited PAYE intermediaries scheme which
commenced in 2004, Persons whe are accredited PAYE
intermediaries under that scheme may apply to become “listed
PAYE intermediarics”. A PAYE intermediary contracts with small
cmployers for the performance of their tax payroll obligations. The
amendments permit the Commissioner (o pay a subsidy to a “listed
intermediary™ for the performance ol these services. The Commis-
sioner may list un applicant as a listed PAYE intermediary if satis-
fied (among other things) that the person is an accredited PAYE
intermediary who has provided all required returns, that the person
has paid all tax due, and that the person has available the administra-
tive (including information technology) systems nccessary to per-
form the obligations of a listed PAYE intermediary. Dealing with
lax calculatons and payments forms the bulk of payroll related
compliance costs [or small employers. The proposal is expecled o
assist new employers by reducing growth-inhibiting etfects caused
by the initiul burden of tuking on employees.

A small employer is defined as an cmployer who, in the preeeding
lax year, had gross tax {including SSCWT) deductions of less than
$100,000, or il not in business in the preceding lax year, their gross
tax (including SSCWT) deductions are less than $100,000. This
initiative is intended to reduce compliance costs for small employers
by promoting the use of listed PAYE intermediaries. The subsidy
will be paid to the listed PAYE intermediary at a rate to be set by
Order in Council and paid monthly in respect of the first 5 employ-
ces of cach employer who contracts the services of a listed PAYE
intermediary. Consequential amendments (o the Tax Administration



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and
10 Miscellancous Provisions) Explanatory note

Act 1994 are included. The new scheme will be available (rom
1 April 2006.

Tax exemption for gaming machine operators

The Income Tax Act 2004 will be amended (o provide a separate tax
exemplion for the gaming machine income ol licensed non-casino
gaming machine operators if they apply or distribute the income as
required by the Gambling Act 2003. Application is from the date of
Royal assent.

Temporary exemption for new migrants

Amendments will allow a temporary exemption from income tax on
the foreign income (except dividends, interest, employment income
and busincss income relating to scrvices performed offshore) of
pecople who have not been tax resident in New Zealand for at least
len years, The exemption will be lor live years for employees and
three years for all other new migrants. The amendments, which
result from the Government tax policy discussion document Reduc-
ing tax barriers to international recruitrnent to New Zealand, are
intended to relax New Zealand s comprehensive international tax
rules which can create a barrier to potential migrants and impose
additional costs on New Zealand business. The cconomic costs of
tax on these forms of income arc gencrally passcd on to New
Zealand employers.

New migrants and returning New Zealanders will continue to be
taxed on New Zealand sourced income. Dividends, interest, and
offshore employment income and business income relating to ser-
vices performed offshore will continue to be taxed at normal rates.
Application is from 1 April 2006 for thosc arriving on or after that
date with application to their 2005-06 and later income years.

Treatment of employment-related foreign superannuation
scheme interests

Amendments to the foreign investment fund rules in relation (o
employment-related foreign superannuation scheme interests will
extend the current exemption available for new migrants for
interests acquired in an employment-related foreign superannuation
scheme prior to migrating to New Zealand to returning residents. In
addition, the amendments will provide a permancent cxemption for
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all interests auributable (o contributions made 0 an employment-
related loreign superannuation fund within the first five years of
each new period of New Zealand residence. The amendments will
apply from 1 April 2006 for people arriving in New Zealand on or
after this date with application from the 2005-06 income year and
subsequent years.

Part 3
Amendments to Tax Administration Act 1994

Information-reporting and record-keeping requirements for
foreign trusts

Amendments will be made to the Tax Administration Act, as well as
the Income Tax Act 2004, to introduce information-reporting and
record-keeping requirements for New Zealand resident trustees of
forcign trusts. These amendments are intended to ensure that New
Zcaland is in a position to mect its international commitments and
obligations under its double tax agreements (o exchange
information.

New Zealand resident trustees will be required to provide the infor-
mation prescribed in new section 39B to Inland Revenue within
30 days of their appointment or, in the case of c¢xisting appoint-
ments, within 60 days of thc commencement of the amendments.
The record-keeping requirements in section 22 will be amended o
impose an obligation on New Zealand resident (rustees to maintain
finuncial records for each foreign trust, in New Zealand, for New
Zealand tax purposes. New Zealand resident trustees will be
required to provide these records to Inland Revenue, if requested. In
addition, at least one New Zealand resident trustee of each foreign
trust will be required to be a member of an organisation that is
acceptable to Inland Revenue (such as an accounting or legal body).
New Zealand resident trustees who satisly this requirement will be
referred to as “qualilying New Zealand resident trustees™. A two-
year exemption from the above requirements will be allowed for
eligible New Zealand resident trustees who are new migrants, or
have not been resident in New Zealand for at least five years prior to
becoming a New Zealand resident.

IT Inland Revenue requests linancial records from a loreign trust and
determines that the trust does not have a qualifying New Zealand
resident trustee, the non-qualitying trustee will commit an offence
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under new section 143(1)(d), unless the two-year exemption applies.
Under new section HH 4(3BB)} ol the Income Tax Act 2004, con-
tinued failure to become a qualifying New Zealand resident trustee
(or have a co-trustee appointed who satisfies this requirement) will
result in a foreign trust that the trustee provides trustee services for,
being taxed in New Zealand on its worldwide income. This tax
treatment will be applicd on a prospective basis. In addition, a
forcign trust will be subject to income tax on its worldwide income
for an income year il the [oreign trust has no qualilying New
Zealand resident trustee in the income year and (inancial records lor
the income year are requested by Inlund Revenue and not provided.

Inland Revenue will, as a matter of routing, provide to the Australian
Tax Office, information rclating to forcign trusts that have a New
Zealand resident trustee and an Australian resident settlor. Informa-
tion will be provided o New Zealand's other DTA partners on a
case-by-case request basis, when Inlund Revenue receives a valid
request for information. These amendments will commence on
1 April 2006.

Part 4
Amendments to other Acts
Goods and Services Tax Act 1985
GST treatment of supplies to security holders

An amendment to the Goods and Services Act 1985 applies to a
supply of a security under which the security holder has a right toc a
supply of goods and scrvices that would be a taxable supply if not
madc under the security. The supply of the right under the security is
treated as being separate [rom the supply of the security and as being
made at the markel value of the right. This amendment comes inte
force on the date on which this Act receives the Royal assent.

GST and distributions under a testamentary trust

An amendment (o the Goods and Services Tax Act 19835 preserves
the intended revenue-neutral effect of the supply of goods und ser-
vices made under a testamentary trust where the goods or services
are used in the recipient’s taxable activity. This amendment comes
into force on the date on which this Act receives the Royal assent.
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GST and postage stamps

An amendment to the Goeds and Services Tax Act 1985 clarifies
that a supply of a postage stamp occurs on sale or issue and therefore
is subjcct to GST at a rate of 12.5 percent. This will cnsure that the
GST treatment of postage stamps is consistent regardless of whether
the supplier ol the stamp is a registered postal operator, This amend-
ment comes into force on the date on which this Act receives the
Royal assent.

GST on goods outside New Zealand at the time of supply

An amendment (o the Goods and Service Tax Act 1985 supports the
principle that supplies of goods consumed in New Zealand are
subject to GST. As aresult, a supply of goods that are not situated in
New Zealand at the time of supply is zero-rated if the goods are not
situated in New Zealand at the time of delivery. Double taxation is
avoided by a rule that a supply is zero-rated if the recipient pays
GST on the importation of the goods into New Zealand. This amend-
nment comes into force on 19 May 2005.

Clause-by-clause analysis
Clause I gives the title of the Act.

Ciause 2 gives the commencement dates for the Act.

Part 1
Annual rates of income tax for 2005-06 tax year

Clause 3 sets the income tax imposed by section BB 1 of the Income
Tax Act 2004 for the 2005-06 tax year at the basic rates specified in
Schedule 1 of the Income Tax Act 2004.

Part 2
Amendments to Income Tax Act 2004
Part 2 amends the Income Tax Act 2004.

Clause 5 umends section BH 1 (Double Tux Agreements) to narrow
the override established by the section.

Clause 6 replaces the scetion heading to section CD 1.

Clause 7 inserts new section CD 1B (Distribution excluded from
being dividend) which excludes a distribution under section CD 24B



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and
14 Miscellancous Provisions) Explanatory note

rom the delinition of dividend, with application [or income years
corresponding (o the 2006-07 and subsequent tax years.

Clause & inserts new section CD 105 (Dividend reduced if foreign
tax paid on company’s income) which reduccs the amount of ccrtain
dividends paid.

Clause 9 amends section CD 18 (Capital distributions on liquida-
tion) in relation to emigrating companies.

Clause 10 inscrts new section CD 24B (Distribution to member of
co-operalive company based on member’s transactions) which pro-
vides that distributions that do not comprise trading stock when
made by a co-operative company or 4 company owned by a co-
operative company are excluded from being 4 dividend in certain
circumstances.

Clause 11 inserts new section CD 32(158) consequential 10 new
section FCB 2 (Emigrating company treated as making distribution
to shareholders).

Clause 12 amends section CD 34 (When does a person have attrib-
uted repatriation from a CEC?).

Clause 13 inserts new sections CD 43 (Replacement payment), CD
44 (Share supplier treated as disposing of original share if share-
lending arrangement not completed). The inserted sections apply to
a person who is a share user under a share-lending arrangement and
acquires a replacement share for less consideration than the person
provided to the sharc supplicr for the original share. Under the
inserted sections, the person derives income equal 1o the amount by
which the consideration provided to the supplier lor the original
share exceeds the consideration provided for the replacement share.
Clause 14 amends section CE 2. Subsecrion (8) is added to clarify
that the cancellation of sharc options in cxchange for cash is a
disposal of rights and is therefore employment income. Subsection
{9} is amended 0 exclude from the application ol the section a
distribution to a certified resident relating to employment overseas.

Clause 15 amending section CE 5 and clause 16 inserting a new
section CE 11 arc consequential changes to the new section DC 15,
which allows an ecmployee to claim an income tax deduction for an
income protection insurance premium (o the extent that the
employer is liable for, and pays, a contribution owards the pre-
mium. The umendment to section CE 5 ensures that the amount the
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employer pays is not expenditure on account of the employee. New
section CE 11 (Proceeds [rom claims under policies of income
protection insurance) provides that an amount paid under an income
protection pelicy to an employee is income of the employee it the
employer paid the policy premiums.

Clause 17 amends section CF 1{2) (o provide that payments under
the Injury Prevention, Rehabilitation, and Compensation Act 1991
to a claimant under that Act in respect of attendant care are income
of the recipient to the extent that they exceed the amount paid to the
provider of the attendant care.

Clause 18 amends section CH 1 conscquential to the share-lending
arrangement provisions,

Clause 19 amends section CQ 2 consequential to the certified resi-
dent provisions.

Clause 20 amends section C(} 5 consequential (o the certilied resi-
dent provisions.

Clause 21 inserts new section CW [1C (Proceeds from share
acquircd under venture investment agreement} which relates to the
procceds  from shares acquired under venture investment
agreements.

Clause 22 inserts new seciion CW 228 (Certain income derived by
certified resident) which provides that income derived by a certified
resident is exempt income if the income is a foreign sourced amount
that is not a dividend, intercst, cmployment income or income from
a supply of services.

Clause 23 inserts new section CW 40B (Income from conducting
gaming-machine gambling) which provides that the income of a
person from gaming-machine gambling is exempt income if the
person is authorised to conduct gaming-machine gambling under the
Gambling Act 2003 and the person complies with that Act in apply-
ing and distributing the net gambling proceeds.

Clause 24 consequentially amends section CX 2(1)(b)(i}.

Clause 25 inserts new sections CX 68 and CX 6C 1o provide that the
FBT rules in relation 10 motor vehicles apply to an arrangement
through which a right to use a motor vehicle is transterred from time
to time.
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Clause 26 inserts new seclion CX /58 (Contributions 10 income
protection insurance) which provides that the payment ol a contribu-
tion for an income protection insurance for the benefit of an
employee is the provision of a fringe benefit.

Clause 27 amends section CX 17 to cxelude from being a fringe
benelit, in certain circumstances, the amount paid by an employer o
enable an employee’s family member to visit the employee when the
employee is temporarily working away from home.

Clause 28 inserts new section CX I8 {Business tools) which pro-
vides that the privatc use of a busincss tool provided mainly for
busincss use and costing the cmployer Iess than $5,000 is not a
ringe benelit,

Clause 29 replaces section CX 20(1), to provide that in certain
circumstances a benefit to an employee of a visit by a family mem-
ber is not a fringe benefit, and section CX 20¢2), to define the
premises of an employer or associated company.

Clause 30 inserts new section CX 20B (Benefits related to
employee’s health and safety) which provides that a benefit to an
employee is not a fringe benefit if it is related to the employee’s
hecalth and safety and is aimed at the climination of hazards in the
workplace as contemplated in the Health and Safety in Employment
Act 1992,

Clause 31 amends section CX 27 so that short-term credit facilities
provided by a charitable organisation tc an employee are fringe
benefits that are not exempt from FBT, unlike other benefits pro-
vided by charitable organisations to employces.

Clause 32 inserts a new section CX 278 which provides that a fringe
benefit does not arise when an employer secures a bulk discount
from a third party for its employees, if the same discount is available
to comparable groups.

Clause 33 amends section CX 31{a), consequential 1o new section
CX 158B.

Clause 34 replaces seciion CX 41{3} consequential to the Agricul-
tural Recovery Programme for the Lower North Island and Eastern
Bay of Plenty.

Clause 35 inserts new section CX 448 (Disposal of original share to
share user by share supplier) and new section 44C (Disposal of share
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10 share supplier by share user) which provide that the consideration
derived in certain share-lending arrangements is excluded income.

Clause 36 inserts the new heading “Returning securities transfers”™,
new section DB 12B (Sharc supplicr: cost of acquiring sharc after
sharc-lending arrangement), new section DB [2C (Sharc nser: cost
of acquiring share in share-lending arrangement), and new section
DB 12D (Replacement payment under returning securities transier),
and new section DB 12E (Imputation credits attached to replacement
payment under share-lending arrungement), which relate to the
deductibility of the cost of shares used in share-lending
arrangements.

Clause 37 amends section DB 26 so that a person allowed a deduc-
tion under that section lor expenditure that is not interest is permilt-
ted to allocate all or part of the deduction to an income yeur after the
income year in which the person incurred the expenditure in the
manner required by new section EJ 21.

Clause 38 amends section DB 27, consequential 10 the provisions
relating 1o the allocation of tax deductions lor expenditure on
research and development.

Clause 39 amends section DB 40, conscequential to the share-lIending
arrangement provisions.

Clause 40 inserts new section DC 15 (Contributions to employee’s
income protection insurance) which provides that when an employer
pays an amount under a policy of income protection insurance for
the benefit of an employee, the amount is treated as expenditure
incurred in deriving the employec’s assessable income.

Clause 41 amends section DE 2.

Clause 42 amends section DF | consequential to the Agricultural
Recovery Programme for the Lower North Island and Eastern Bay
of Plenty.

Ciause 43 replaces section DN 2(d}. consequential to the certified
resident provisions.

Clause 44 replaces section DN 6(1)(¢)(iv), consequential o the
certified residents provisions,

Clause 45 amends section DO (1) as part of the regrassing
amcndments.
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Clause 46 amends section DO 4 (Improvements farm land) o
authorise the making ol regulations which vary the categories of
improvements of farm land.

Clause 47 inserts new section DV [0B (Distribution to member of
co-operative company, cxcluded from being dividend).

Clause 48 amends section EA 1(1)(c} consequential to the share-
lending arrangement provisions.

Clause 49 inscrts new section EC 3B (Transfer of livestock because
ofl sell-assessed adverse event) which provides that livestock that is
donated or supplied (or consideration that is less than market value
is to be treated by the donor and recipient as having no value, or as
the case may be, the vulue of the consideration provided by the
recipient.

Clause 50 amends section LD 1 consequential (o the share-lending
arrangement provisions,

Clause 51 amends section ED 2 consequential to the share-lending
arrangement provisions.

Clause 52 amends secrion IsE [ as part of the provisions relating o

the allocation of deductions for expenditure on research and
development.

Clause 53 amends section EE 25 conscquential to the depreciation
amendments,

Clause 54 inserts new section EE 258 (Economic rate for certain
depreciable property acquired on or after 1 April 2005) which pro-
vides for the setting of depreciation rates for property that is not
buildings and ncw section EE 25C (Economic rate for depreciation
of building acquired on or after 19 May 2005} which provides for the
setting of depreciation rates for buildings acquired on or after
19 May 2005.

Clause 55 inserts new section EE 26B (Election in respect of certain
depreciable property acquired on or after 1 April 2005 and before
2005-06 incomce ycar).

Clause 56 amends secrion EE 31 consequential to the depreciation
amendments.

Clause 57 amends section EE 38 to clarify that an amount derived
under section EIZ 37 may be nil or a negative amount,
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Clause 58 amends section El 58 consequential 1o the depreciation
amendments,

Clause 59 amends secfion EF 3(3) consequential to the alignment of
provisional tax payment datcs provisions.

Clause 60 repeals section I£H 36.
Clause 61 repeals section EH 63.

Clause 62 inserls new section fJ 20 (Deductions lor market
development-product of reseurch, development) and new section
£J 21 (Allocation of deductions for research, development, resulting
market development) as part of the amendments relating to the
allocation of deductions for expenditure on research and
development.

Clause 63 amends section EW 5 by inserting subsection (11B),
which provides that a share-lending arrangement is an excepted
financial arrangement, and subsection (158 ). which provides that an
arrangement of a certified resident is an excepted financial arrange-
ment if the other partics are non-residents and the arrangement is not
for the purposc of a business in New Zcaland.

Clause 64 amends section EW 32 consequential to the share-lending
arrangements amendments.

Clause 65 amends section EW 37 which relates to the valuation of
assumed accrued obligations, consequential to the certified resident
amendments,

Clatse 66 amends section EW 42 which relates to accrued entitle-
ments under financial arrangements to address the circumstances of
a certified resident.

Clause 67 inserts new section EW 52B relating to the treatment of a
share-lending arrangement.

Clause 68 amends section EX 16 conscquential to the certified
resident amendments.

Clause 69 replaces section EX 17 (Income interest for period if
variations within period).
Clause 70 amends section ££X 24 (Residence in grey list country).

Clause 71 amends section EX 33(1) to exclude certain FIF interests
from being attributing interests.
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Clause 72 replaces section EX 35, consequential (o the certified
resident amendments.

Clause 73 amends section EX 36(2) to extend to returning New
Zealanders the current cxemption for payments from cmployment-
rclated foreign superannuation schemes and to forther extend the
period of exemption.

Clause 74 amends section EX 44.
Clause 75 amends section EX 45.

Clause 76 amends section EX 52 of the Income Tax Act 2004
consequential to the certified resident amendments.

Clause 77 replaces section I/ 29 consequential (o the grey list
amendments,

Clause 78 inserts new subpart FCB — Emigration of resident compa-
aies. New section FCB I (Tax effects of company becoming non-
resident to reflect tax cffects of liquidation) defines the conse-
qucnees of a company becoming a non-resident. New section FCB 2
(Emigrating company treated as paying distribution to shareholders)
provides that an emigraling company is to be treated as il it had
made a distribution to shareholders on its liquidation. New section
FCB 3 (Emigrating company treated as disposing of property and
immediately reacquiring property).

Clause 79 amends section FI£ 1(2) consequential 1o the alignment of
provisional tax payment dates provisions.

Clause 80 consequentially amends section GC 6.

Clause 81 inserts new section GC 178 (Fringe benelit tax: arrange-
ment void) which provides that an arrangement is void under section
BG T in respect of an amount of excluded income if the Commis-
sioner considers it appropriate to counteract any tax advantage
obtained by a person.

Clause 82 amends section GD { so that this anti-avoidance provision
does not apply to stock donated because of a sell-assessed adverse
event.

Clause 83 amends section HB 1(5)(k) to insert references to new
sections MB 29 and MB 30.

Clause 84 amends section HG 12(2)(c) to insert references to new
sections 120KB to 120KE of the Tax Administration Act 1994,

Clause 85 amends section HH 1 to corrcct a cross-reference.
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Clause 86 amends section HH 2(1) consequential 1o the certilied
resident amendments.

Clause 87 amends section HH 4. Subsections (3)(a) and (3B) are
amended conscquential to the certified resident amendments. New
subsection (3BB) modifics the application of subsection (3B}, also
consequential to the certilied resident amendments,

Clause 88 amends secrion IZ 7(b) to insert references to new sec-
tions 120KB to 120KF of the Tax Administration Act 1994,
Clause 89 amends section KC 2{e) 10 increase the amount ol the
child rebate 10 5351,

Clause 90 amends section KD 3(1} consequential to the certified
resident amendments.

Clause 91 amends section LB 2 consequential on the amendments
relating to share-lending arrangements.

Clause 92 replaces section LC 4(7) to amend the forcign tax credit
rules for CECs.

Clause 93 amends section LD 3(2) consequential to the share-lend-
ing arrangement provisions.

Clause 94 replaces section LF 1(1)(a).

Clause 95 amends section LF 3(1).

Clause 96 amends section LF 5 conscquential to the grey list
amendments,

Clause 97 amends section LF 6(4).

Clause 98 amends section MB 3B so that those affected by a sclf-
assessed adverse event can apply 1o make late estimates of provi-
sional tax.

Clause 99 inserts section MB 11B which is a transitional provision
providing for the introduction of the new provisional tax payment
provisions.

Ciause 100 replaces subpart MB. New section MB I (Outline of
subpart) provides an outline of the scope of the new subpart. New
seciion MB 2 (Who pays provisional tax?) defines the term provi-
sional taxpayer and excludes some taxpayers in specified circum-
stances. New section MB 3 (Beccoming provisional taxpayer by
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election) provides that certain taxpayers may elect 1o become provi-
sional taxpayer. New section MB 4 (Methods lor calculating provi-
sional tax liability) specifies the five methods which may be used to
calculate a person’s provisional tax liability. New section MB 5
(Determining residual income tax) provides for the calculation of
residual income tax under the standard method provided in section
MB 4. New section MB 6 (Estimation mcthod) provides for the
calculation of provisional tax undcr the estimation method in section
MB 4(4). New section MB 7 {(GST ratio method) provides that
persons who meet the requirements of section MB /5 may calculate
provisional tax using a GST ratio. New section MB 8 (Provisional
tax payable in instalments) provides that provisional tax is payable
in the months set out in Schedule 13, part A with some exceptions.
New section MB % (Calculating amount of instalment under standard
and cstimation methods) provides the basis for calculation of the
amount of an instalment of provisional tax.

New section MB 10 (Cualculating amount of instalment using GST
ratio) provides a basis for calculation of the amount of an instalment
of provisional tax using the GST ratio. New section MB 11 (Using
GST refund to pay instalment of provisional tax) permits a provi-
sional taxpayer with a refund duc in a taxable period to offset the
amount of refund against an instalment ol provisional tax. New
section MB 12 (Volunlary payments) provides that a taxpayer may
make a voluntary payment of provisional tax at any time if it relates
to their income tax liability or is more than the provisional tax
payable by them for the tax year. New secfion MB 13 (Paying 2
instalments for tax year) provides for new provisional taxpayers
whose first business day occurs in the period that starts thirty days
before the date of instalment B and cnds thirty days before the date
of instalment D. New section MB /4 (Paying 1 instalment lor tax
year) provides [or new provisional taxpayers whose lirst business
day occurs in the period that starts thirty days before the date of
instalment D and ends at the end of the correspending income year.
New section MB I5 (Who may use GST ratio?) defines the circum-
stances of provisional taxpayers who may choose to use a GST ratio
to determine the amount of their provisional tax for a tax year. New
section MB 16 (Choosing to usc GST ratio) requires a taxpaycr who
qualifies to use a GST ratio must notily the Commissioner of their
choice to do so beflore the start of the income year corresponding o
the tax yeur. New section MB 17 (Changing determination method)
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provides that a taxpayer who is obliged to cease using a GST ratio or
who wishes (o change the method of calculation must notily the
Commissioner of their choice of new method, which will apply for
the balance of the income year. New section MB 18 (Disposal of
assets) provides rules relating to the disposal of certain assets as part
of the business of the entity described in sectioa MB 15(1). New
section MB 19 (Calculating residual income tax in transitional years)
applics for the caleulation of a person’s residual income tax for a
transitional year.

New section MB 20 (Paying provisional tax in transitional vears)
provides for the calculation and timing of instalments in transitional
ycars. New secrion MB 27 (Calculating instalments in transitional
years: standard method) provides for the calculation of the amounts
ofl instalments when new section MB 20 applies. New section M3 22
(Calculating instalments in transitional years: estimation method)
provides for the calculation of the amounts of instalments when the
estimation method is used by a taxpayer. New section MB 23 (Cal-
culating instalments in transitional years: GST ratio method)
requires a taxpayer to apply the GST ratio methed to any period or
part period before the start of the new income yecar on the dates for
instalments A to F for their corresponding income year. New section
MB 24 (Consequences ol a change in balance date) provides rules
relating 10 instalments when a balance date is changed. New section
MB 25 (Registering for GST or cancelling registration) applies when
there is a4 change in the GST status of a provisional taxpayer who
uses the standard or estimation method tc calculate the amount of
provisional tax payable for a year. New section MB 26 {Changing
GST cycle) applics when a provisional taxpayer with a GST liability
under new section f3C of the Goods and Scrvices Tax Act 1985
changes their cycle of taxable periods. New section MB 27 (Payment
of provisional tax instalments when GST cycle changed) provides
rules for provisional taxpayers using the standard or estimation
methods and who change the cycle of taxable periods. New section
MB 28 (Application of provisions of Tax Administration Act 1994)
modifies the application of use of money interest, the late payment
penalty, and the shortfall penalty on taxpayers who use the GST
ratio method. New section MB 29 (Provisional tax rules and consoli-
dated groups) provides that each company in a consolidated group is
joinuy and severally liable lor the amount of provisional tax payable
by the consolidated group.
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New section MB 30 (Residual income (ax ol consolidated groups)
modilies the provisional tax rules for a company that is a member of
a consolidated group in 4 tax year but wus not a member of the group
for all of the preceding tax year. New section MB 31 (Consolidated
groups using estimation method) provides rules for a company that
is a member of a consolidated group for all or part of a tax year but
was not a member of the group for all of the following tax ycar. New
section MB 32 {Consolidated groups using GST ratio mcthod) modi-
lies the application of new sections MB 7, M3 8(5), MB 10, and MBB
1510 18 lor a consolidated group that uses a GST radio for a Lax year.,
New section MB 33 (Wholly-owned groups of companies) provides
rules relating to the application of the provisional tax rules and Part 7
of the Tax Administration Act 1994 to a company that is a member
of a wholly-owned group of companies. New section MB 34 (Amal-
gamated companics: calculating residual income tax) provides that
if an amalgamating company ccascs to ¢Xist on amalgamation, the
residual income tax of the amalgamated company (or the preceding
lax year is treated as the amount that would have been the residual
income tax if the amalgamating company and the amalgamated
company had been one company. New section MB 35 (Attribution
rule for services) provides rules relating to the application of the
provisional tax rules and Part 7 of the Tax Administration Act 1994
for provisional tax paid for income from personal services to which
section GC 148 applics. New section MB 36 (Overpaid provisional
lax) applies when the amount of provisional tax payable by a provi-
sional taxpayer lor a tax year is reduced by the axpayer or by the
Commissioner under section 119(2) of the Tux Administration Act
1994. New section MB 37 (Further income tax credited to provi-
sional tax liability) applies if a company applies an amount of
further income tax to pay an instalment of provisional tax for which
the company becomes liable after the date of payment of the further
income tax. New section MB 38 (Provisional taxpayer affected by
sell-assessed adverse eventl) re-enacts, as part of new subpart M3,
the lormer section MB 38 of the Taxation (Disaster Reliel) Act
2004.

Clause 107 amends section MC I conscquential to new subpart MB.
Clause 102 amends section MD 2 consequential 1o new subpart MB.

Clause 103 amends section MD 2B consequential to new subpart
MB.
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Clause 104 amends section ME 4 consequential 1o the share-lending
arrangement amendments,

Clause 105 amends section ME 5(1} and (2) consequential to the
sharc-lending arrangements and new subpart MB.

Clause 106 amends section MIZ 6 consequential (o the insertion of
new subpart FCB, relating to emigrating companies.

Clause 107 inscrts new section ME 6B (Sharc uscr may attach
imputation credit to replacement payment) which allows a share user
under a share-lending arrangement, on making a replacement pay-
ment, Lo attach o the replacement payment an imputation credit of
an amount less than or equal to the amount of any imputation credits
attached to dividends.

Clause 108 amends section ME F1H{1) and (2) conscquential to new
section MB 33,

Clause 109 amends section ME 12(1) and (2) consequential to new
seciion MB 33.

Clause 110 amends section M5 13(6) consequential 1o new section
MB 37,

Clause 111 amends seciion MG 2 as part of the corporate migration
amcndments.

Clause 112 amends section MI 2 consequential (o the corporate
migration amendments.

Clause 113 amends section MT 10 consequential to the inscrtion of
new subpart FCB, relating to cmigrating companics.

Clause 114 amends section MK 4(1) consequential to new section
MB 33(5)(h).

Clause 115 amends section MK 5 (1)(b) and (2){b) consequential to
new sections MB 33(5)(b) und MB 33(4), respectively.

Clause 116 amends section MK 8(5) consequential to new section
MB 37.

Clause 117 inserls new section M7 8 (Cerlain elections o become
provisional taxpayer) which provides transitional rules for certain
returns of income.

Clause [18 inscrts new section MZ 9 (Amount of provisional tax
bascd on 1997-98 or carlicr tax ycar).



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and
26 Miscellancous Provisions) Explanatory note

Clause 119 inserts new subpart NBI (Subsidy payable to certain
listed PAYE intermediaries). New section NBB I (Purpose) stales
the purpose of the subpart. New section NBB 2 (Accreditation of
listed PAYE intermediary) permits the Commissioner to list an
applicant as a listed PAYFE intermediary in the circumstances pre-
scribed in the section. New section NBB 3 {Obligations of listed
PAYE intcrmediarics) specifics the obligations of a listed PAYE
intermediary. New section NBB 4 (Revocation of listing) prescribes
the circumstances in which the Commissioner may revoke the
accreditation of a listed PAYE intermediary. New section NBB 5
(Listed PAYE intermediary cluim form) describes the process by
which listed PAYE intermediaries must provide payroll information
to the Commissioner, claim the amount of the subsidy, and
authorises the offset of overpayments. New section NBB 6 (Calcula-
tion and payment of subsidy to certain listed PAYE intermediarics)
defines the employer group in respect of which the subsidy may be
payable, deflines the manner in which the rate of subsidy may be set
and provides that payment of the subsidy is o be by electronic
meuns only. New section NBB 7 (Termination of employer arrange-
ments with listed PAYE intermediary) deals with the termination of
an arrangement between a listed PAYE intermediary and an
employer and with consequential issues.

Clause 120 amends section NC 20( 1) consequential 10 new sections
120KB ro 120KE of the Tax Administration Act 1994.

Clause 121 amends section ND 1A to provide optional calculation
methods for calculating the valuc of a private usc of motor vehicle
benefit.

Clause 122 inserts new section ND IAB (Private use of motor
vehicle: 24-hour period) which gives employers a choice of the time
at which their FBT day begins.

Clause 123 replaces section ND 1D, giving an employer who pro-
vides employment-related loans a choice of methods for valuing the
benetit.

Clause 124 inscerts new section ND 115 (Bencfits provided by chari-
tablc organisations) which decfines the components of a bencfit pro-
vided by a charitable organisation by way ol short-term credit
lacilities.

Clause 125 amends section NI 1K of the Income Tax Act 2004 to
cxtend, for FBT purposcs, the meaning of the phrase “price charged
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1o the public lor a service™ in relation (o a group ol employees. The
phrase includes an arm’s-length price charged for the service (o a
group of a size comparable to that of the employee group.

Clause 126 amends section ND 1Q of the Income Tax Act 2004,
which rclates to unclassified fringe benefits, to raise the thresholds
for the liability of an employer to pay FBT.

Clause 127 amends secrion ND 2(3) of the Income Tax Act 2004 to
simplify the method by which an employer may make an election to
pay FBT quarterly under that section.

Clause 128 consequentially amends section ND 3.

Clause 129 amends section ND 6(1)(a).

Clause {30 amends section ND 8 1o provide an option to the applica-
tion of sections ND 5(4) and 6(2) lor employers who cease employ-
ing staff.

Clause 131 conscquentially amends section ND 13(2) so that clec-
tions under the section can be made by telephonc.

Clause 132 consequentially amends section ND 14 so that elections
under the section can be made by telephone. The section is also
amended to require a return under section NI 10 from an employer
who clects to change their basis of payment for FBT and as a result
docs not pay on the former basis for a complete year.

Clause 133 amends section NF 1(2) consequential to the share-
lending arrangement amendiments.

Clause {34 amends section NIF 2(1) conscquential to the share-
lending arrangement amendments.

Clause 135 consequentially amends secfion NF 2A(1).
Clause 136 conscquentially amends section NIF 2B(1).
Clause 137 consequentially amends section NF 2D(1).

Clause {38 amends section NIY 3(2) conscquential to the share-
lending arrangement amendments.

Clause 139 amends section NF 4(4) consequential to the share-
lending arrangement amendments.

Clause 140 inserts new section NF 885 (Resident withholding tax
deductions from replacement payments (reated as imputation
credits) of the Income Tax Act 2004,
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Clause 141 amends section NG 2(1)(b)(i) 1o exclude interest paid by
a certified resident in respect of money borrowed by the certified
resident when 4 non-resident and not in relation to a business carried
on by the certified resident from the imposition of NRWT.

Clause 142 amends section NG 17(2) consequential to new sections
120K B to 120KE ol the Tax Administration Act 1994,

Clause 143 amends section OB 1. Subclause (2) amends the defini-
tion of balance dute. Stbclause (3) inserts a definition of base
amount. Subclause (4) inserts a definition of business tool. Sub-
clause (5) inserts definitions of certified dependent resident, certified
emploved resident, certified general resident, and certified resident.
Subclause (6) amends the deflinition of consolidation rules. Sub-
clause (7) inserts a definition of dependent vesident certificate. Sub-
clause (8) amends the definition of development. Subclause (9)
amends the definition of dispose.

Subclause (10) inserts definitions of emigraring company and emi-
gration time, Subclause (11) inserts a delinidon of emploved resi-
dent certificate. Subclause {12) amends the delinition of estimated
useful life. Subclause (13) amends the definition of finance lease.
Subclause (14) repeals the definition of first instalment date. Sub-
clause (15} amends the definition of fishing business. Subclause (17)
amends the definition of fringe benefit tax rules. Subclause (18)
inscrts definitions of gaming-machine gumbling, guming-muchine
operutor’s licence, und gaming machine venue licence. Subclunse
{19) inserts a definition of general resident certificate.

Subclause (20) inserts a definition of gross gambling proceeds.
Subclause (21) inserts a definition of GST ratio. Subclause (22)
replaces the definition of instaliment date. Subclause (23) inscris a
definition of interest instalment date. Subclause (24) amends the
definition of lease. Subclause (25) veplaces the definition of limited
attribution company. Subclause (26) repeals the delinition of limited
attributed foreign company. Subclause (27) replaces the definition
of listed company. Subclause (28} inserts definitions of listed PAYE
intermediary and listed PAYE intermediary claim form. Subclause
{29) inserts a definition of ner gambling proceeds.

Subclause (30} inserts a definition of original share. Subclause (31)
inserts a definidon ol ownership interest. Subsection (32) amends
the definition of PAYE rules. Subclause (33) amends the definition
of provisional tax rules. Subclause (34) replaces the definition of
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provisional taxpaver, Subsection (35) amends the delinition of guai-
ifving person, Subclause (36) inseris a delinition of ratio instalnient
date. Subclause (37) amends the definition of refarive. Subclause
(38) inserts a definition of replacement payment. Subclaise (39)
inserts a definition of replacement share.

Subclause {40) amends the delinition ol research. Subclause {41)
inserts a delinition of refurning securities transfer. Subclause (42)
repeuls the definition of second instalment date. Subclause (43)
inserts a definition of self-assessed adverse event. Subclause (44)
inserts a definition of share-lending arrangement. Subclause (45)
inserts definitions of share supplier and share user. Subclause (46)
inscrts a definition of shortfull penalry. Subclause (47) inscrts a
definition of significant capital activity. Subclause (48) replaces the
definition of fuxable period. Subclause (49) repeals the delinition of
third instalnent date.

Subclause {50) inserts a definition of fotal supplies. Subclause (51)
amends the definition of irading stock. Subclause {52) amends the
definition of trust rudes. Subclunse (53 ) inserts definitions of vertire
investment agreement and Venture Investment Fund.

Clause 144 amends section OB 2(1) consequential to the amend-
ments relating to attendant caregiver payments under the Injury
Prevention, Rehabilitation, and Compensation Act 1991.

Clause 145 amends section OB 6 1o correct cross-relerences and
ensure that the Act’s general anti-avoidance rule (section BG 1)
applies to FBT.

Clause 146 repeals section OD 5(10).

Clause 147 inserts new section OD 3AA (Modifications to voting
and market value interests for application of continuity provisions to
reverse takeover).

Clause 148 replaces schedule 2—Fringe benefit values.

Clause 149 amends schedule 3, parts A and B in relation to the
Kingdom of Spain.

Clause 150 amends schedule 7, part A as part ol the regrassing
amendments.

Clause 151 inserts new schedule 118 which relates to depreciation
on and after 19 May 2005.
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Clause 152 amends schedule 13 by replacing part A with the new
part A in Schedule 2 and replacing parr B with the new part B in
Schedule 3.

Clause 153 amends schedule 14 conscquential to the share-lending
arrangement amendments.

Part 3
Amendments to Tax Administration Act 1994
Part 3 amends the Tax Administration Act 1994,

Clause 135 amends section 3(1). Subclause (2) inserts a definition of
approved organisation. Subclause (3) inserts a definition of base
amount. Subclause (4) inserts definitions of certified dependent resi-
dent, certified emploved resident, certified general resident, and
certified resident. Subclause (5) inserts a delinition ol dependent
resident certificate. Subclause (6) inserls a delinition ol emploved
resident certificate. Subclause (7) inserts a definition of general
resident certificate. Subclause (8) inserts a definition of GST ratio.
Subclanse (9) amends the definition of instalment date. Subclause
{10) inserts a definition of iaterest instalment date. Subclause (11)
inscris a definition of new-resident certificate. Subclause (12 ) inscrts
a dcfinition of New Zewland resident trustee. Subclause (13) inscrts
a delinition of provisiondal taxpaver. Subclause (14) inserts a defini-
tion ol gualifving New Zealand resident trustee. Subclause {(15)
inserts a definidon of ratio instalment date. Subclause (16) amends
the definition of residual! income rax. Subclause (17) amends the
definition of response period. Subclause (18) repeals the definition
of second instalment date. Subclause (19) amends the definition of
tax. Subclause (20} amends the definition of tax position. Subclause
{27) repeals the definition of third instalment dute. Subclause (22)
repeals the definition of trustee fneome.

Clause 156 amends section 22 consequential to the foreign trust
information amendments.

Clause 157 inserts new section 308 which prescribes the duties ol a
share user under a share-lending arrangement.

Clause 158 amends section 33A(1) to remove the requirement that
claimants file a tax return for income that is a payment under section
SH1)(B) of the Injury Prevention, Rehubilitation, and Compensation
Act 1991 in respect of attendant care from which a tax deduction has
been made.,
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Clause 159 inserts new section 33C 10 remove the requirement that
caregivers (ile a tax return for income that includes less than $9,500
from providing attendant care services if tax has already been
deducted by ACC.

Clause 160 amends section 39 consequential to the dates alignment
amendments,

Clause 161 inserts new section 398 which provides for changes in
return dates for taxpayers with provisional tax and GST liabilities.
Clause 162 inserts new section 598 which requires the disclosure by
trustees ol loreign trusts ol prescribed information,

Clause 163 amends seciion 61 consequential to the certified resident
amcndments.

Clause 164 corrects a terminological error in section 89C(db).
Clause 165 amends section 89D by inserting new subsection (2D).

Clause 166 amends section 89N 1o replace “request” with “require-
ment” and to clarify the time limit for an application by the
Commissioner.

Clause 167 amends section 890 to clarify a time limit.

Clause 168 amends section YIAAF consequential to the depreciation
amendments.

Clausc 169 amends section 91AAG conscquential to the depreciation
amendments,

Ciause 170 inserts new Part 5B. New section 91K defines when a
person is eligible for a new-resident certificate. New section 9IL
provides when a person may apply for a new-resident certificate.
New section 9IM prescribes the contents of a new-resident certifi-
catc. New section 91N requires a person who has been issued a ncw-
resident certificate (o advise the Commissioner ol any change in
circumstances. New section 9/0 provides (or the withdrawal or
surrender of a new-resident certificate.

Clause 171 amends section T19( 1) conscquential to new section MB
& of the Income Tax Act 2004.

Clause 172 amends section 120C(1) consequential to new section
120KFE and new section MB 17 of the Income Tax Act 2004.

Clause 173 replaces section 120K with new sections 120KB o
120K, consequential 1o the dates alignment amendments,
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Clause {74 amends section 1201.(1) consequential 10 the dates align-
ment amendments.

Clause 175 amends section 120M(b} consequential to the dates
alignment amendments.

Clause 176 amends section 1200 consequential to the dates align-
ment amendments.

Clause 177 amends section [39C conscquential to the GST ratio
option in the dates alignment amendments.

Clause 178 amends section 140D consequential on new sections
I20KB to 120KE.

Clause 179 amends section 140D8(2) consequential on new sec-
tions 120KB to 120KE.

Clause 180 inserts new seciion 141EA which relates to shortfall
penalties and vsers of the GST ratio provisional tax option.

Clause 181 corrects a cross-relerence in section 141FB(5),

Clause 182 amends section 143(1} consequential to the foreign trust
amendments.

Clause 183 amends section 173P(2) consequential 1o the dates align-
ment amendments.

Clause 184 amends section 1730 conscquential to new section
[20KE and ncw sections MB 4(2) und MB 12 of the Tncome Tax Act
2004,

Clause 185 amends section 173R consequential to new section
[20KF and new section MB 12 of the Income Tax Act 2004

Clause 186 amends section I83ABA,
Clause 187 amends section 183H.

Clause 88 amends section 185(1) consequential to ncw subpart
NBB ol the Income Tax Act 2004,

Clause 189 inserts new section 185C which relates to the establish-
ment of the Listed PAYE Intermediary Bank Account and new
section 185D which relates to payments into and out of the Listed
PAYE Intermediary Bank Account.
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Part 4
Amendments to other Acts
Income Tax Act 1994
Clauses 191 to 201 amend the fncome Tax Act 1994,

Clause 191 amends section CF 3 consequential to the insertion of
new subpart FCB, relating to cmigrating companics.

Clause 192 amends section DC 1 consequential to the Agriculture
Recovery Programme for the Lower North Island and Eastern Bay
of Plenty.

Clause 193 amends section DO 3 as part of the regrassing
amendments,

Clause 194 amends section EG 16(1} consequential to the deprecia-
tion amendments.

Clause 195 inserls new subpart FCB—Emigration of resident com-
panies. New section FCB 1 (Tax effects of company becoming non-
resident to reflect tax effects of liquidation) defines the conse-
quences a company becoming a non-resident. New section FCB 2
(Emigrating company treated as making distribution to sharehold-
crs) provides that an emigrating company is to be treated as if it had
madc a distribution to sharcholders on its liquidation. New section
FCB 3 (Emigrating company (reated as disposing of property and
immediately reacquiring property).

Clause 196 amends section ME 6 consequential to the insertion of
new subpart FCB, relating to emigrating companies.

Clause 197 amends section MG 2, as parl of the provisions relating
to emigrating comparnies.

Clause 198 amends section MI 2, consequential to the amendment to
section MG 2.

Cilause 199 amends section MI 10 consequential to the insertion of
new subpart FCB, relating to emigrating companies.

Clause 200 amends section OF 1. Subclouse (2) replaces the
formula in the delinition of available subscribed capiral. Subclause
{3) inserts definitions of emigrating company and emigration time.
Subclause (4) amends the definition of estimated useful life. Sub-
clause (5) amends the definition of low value property to increase
the threshold value. Subclause (6) inserts a definition of sigaificant
capital activity.
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Clause 201 amends schedule 7 as part ol the regrassing
amendments.

Goods and Services Tax Act 1985
Clauses 203 ro 219 amend the Goods and Services Tax Act 1985,

Clause 203 amends section 2. Subclause (2) inserts a definition of
associated supply. Subclause (3) inserts a definition of balance daie.
Subclause (4) amends the definition of taxable period.

Cilause 204 repeals section 3(3)(b).

Clause 205 amends the definition of the term supply. Subclause (7)
clarifies the meaning of postage stamp. Subclawse (2) provides that
il'a part of a debt security equily securily or participalory security is
the supply of a right to receive goods or services, the supply of the
right is treated as a supply of goods or services made for
consideration.

Clause 200 conscquentially amends section 9(2).

Cilause 207 consequentially amends section 10(3) and inserts new
section 10{3AB).

Clause 208 amends section 11(1)(f) to clarify the circumstances in
which goods that are not situated in New Zealand at the time of their
supply must be zero-rated.

Clause 209 amends section 14(1) to exclude associated supplies
from the exemption in subsection (1).

Clause 210 inserts new section /5AB as a ransitional provision lor
the dates alignment amendments.

Clause 211 replaces sections 15 to 15AB with new sections 15 and
I15B to 15D, conscquential to the dates alignment amendments.

Clause 212 replaces section 16 consequential to the dates alignment
amendments.

Clause 213 inscrts new section 168 which relates to the meaning of
end of taxable period.

Clause 214 amends secfion 17(1) which relates to special returns,
consequential to the dates alignment amendments.

Clause 215 amends section 53(1) consequential 1o the new section
/5.
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Clause 216 amends section 55(7) consequential (o the new sections
1510 15D,

Clause 217 amends section 56(6) consequential to the new sections
1510 I5D.

Clause 218 corrects a cross-reference in section 69,

Clause 219 amends section 78A consequential to new sections 16
and 160B.

Other Acts

Clause 220 inscrts new section 74D in the Estate and Gift Dutics Act
1968. The ncw scetion provides that a gift by a co-operative com-
pany 1o a member ol that company is not a dutiable gift.

Clause 221 amends section 28(3) of the Student Loan Scheme Act
1992 consequential to new sections MB 2, MB 4, and MB 5 of the
Income Tax Act 2004,

Regulatory impact and compliance cost statement

An objective in developing tax law is to ensure that costs associated
with the functioning of the tax system are minimised. This objective
must necessarily be balanced by the needs to protect the tax basce,
treat taxpayers fairly, and ensure an cfficient system. All the propos-
als in this bill are intended o improve the efficiency and equity of
the system, Some proposals that deliver various levels ol tax savings
are also likely to increase tux-related compliance costs.

Compliance cost statement
The lollowing proposals in the bill will reduce compliance costs:
Aligning provisional tax payments with GST pavments

Aligning provisional tax payment dates to GST payment dates will
be mandatory for all provisional taxpayers. Approximately 13,000
taxpayers will be required to change their GST tuxable periods to
align with their balance date. However, these costs could have
offsetting benefits to taxpayers as better financial information will be
available with GST information matching the time pericd of other
financial information.

Taxpayers may also lose some of the benefits ol having the use of
the GST money as they will have to pay GST up to three days earlier
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as a result ol the changes. Taxpayers will also incur costs in chang-
ing their systems.

However, these costs will be offset to a greater or lesser extent by:

. taxpayers having usc of provisional tax moncy for longer as
the new provisional ax payment dates delers the payment of
tax. For example, laxpayers with three payment instalments
retain the use of their money for an additional 52, 74, and 52
days (respectively) for each instalment; and

. reducing taxpayers’ compliance costs by concentrating tax-
payers’ tax compliance efforts. This is achicved by removing
the nced for scparate provisional tax payments and fower
payment dates (o remember.

The due date for payment of student loan payments will be later than
the current dates and therefore students will incur additional interest
on their loan. It they do not want to incur the interest, they can make
voluntary payments during the year, which will imposc its own costs
in determining the payment amount and making payment.

Taxpayers entitled to base their provisional tax payments on a per-
centage of their GST taxable supplies can match their provisional
tax payments with when they earn their income.

Overall, taxpayers are expected 10 benelit [rom making voluntary
payments or basing their provisional tax payments on a percentage
of GST taxable supplies. If the costs of adopting this method are less
than the benefits, it is expected that taxpayers will not adopt them.
Increase in the child rebate

The increase in the child rebate will reduce compliance costs for
some eligible children who earn income (less interest and dividends)
of between $1,040 and $2,340 per annum, as they will no longer be
required to deduct tax or mect other tax obligations in respect of that
income. Employers who choose to reduce the tax they deduct at
source 1o lake the child rebate into account may ace a small increase
in compliance costs. The increase may be attributed o the need
modify payrell systems or collect additional information from child
employees. Increasing the child rebate is expected to result in 4 net
reduction in compliance costs.
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Fann conversions

The amendments relating to farm conversions will make the treat-
ment of regrassing and fertilising expenditure more certain, provid-
ing a minor reduction in compliance costs.

Fringe benefit tux review

The fringe benefit tax (FBT) rules have not been substantively
revicwed since their introdoction in 1985, While the rules have been
cffeetive in taxing non-cash remuncration provided to ecmployces (to
parallel the treatment of cash remuneration), the general perception
is that they are complex, result in high compliance costs, are unfair
in particular cases, and contain 4 number of anomalies. Accordingly,
in 2002 the Government announced its intention to review the fringe
benefit tax rules.

Relorms introduced in this bill relate to motor vehicles, exemption
thresholds Tor minor unclassified beneflits, low interest loans, dis-
counted goods, valuation of services, and a range of other technical
and remedial problems.

Motor vehicles: The fringe benefit valuation rate will be reduced
from 24% 1o 20% lor vehicles with unrestricted private use o reflect
current real motoring costs. Employers will also have the option of
basing calculations on the declining/deprecialed value of the
vehicle, as measured by the tax book value, at a rate of 36% which
over a five year period results in the same FBT liability as using the
cost basis. These changes would apply to both employer-owned and
employer-leased vehicles. Also, “9-to-5" and “flip-flop™ leases will
now be subject to FBT. Employers will now be able to clect the start
time for an FBT day. This will allow the usc of a vehicle taken home
in the evening of the first day and used to travel to work on the
second day 1o count as a single FBT day.

Exemption threshold for minor unclassified benefits: In the case of
thec minimum value thresholds that apply to minor unclassified
fringe bencfits — the employee threshold will be increased from $75
1o S200 per quarter and the employer threshold will be increased
rom $450 per quarter to $15,000 per annum,

Low interest loans, discounted goods, and valuation of services:
Employers will have the additional option of valuing their loans to
cmployces at a market rate. The market ratc must be the rate that the
employer was charging 1o other comparable groups, of an adequate
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size, on an arm’s-length basis. This approach to market value will
also apply when valuing the benefit of services and discounted
goods.

Business tools: The private use of employer owned or lcased busi-
ncss tools, such as laptops and cell phones, will be exempt from
FBT, when provided 1o the employee primarily lor business pur-
poses, il the cost price of each tool is below $35,000.

Health and safety related benefits: Benefits that arise in relation to
employer health and safety obligations will be exempt from FBT
irrespective of whether the benefits were provided on or off-
premiscs.

Other technical and remedial changes: A range of technical and
remedial changes are implemented. including a limited exemption
for employer-funded family travel to visit employees, streamlined
clections regarding FBT payment options, cmployees being able to
claim an income tax deduction when their cmployer pays income
protection insurance on their behall, extending the ‘en-premises’
exemplion Lo include premises ol other companies within the same
group of companies, employers ceasing to employ staff during the
year (and not replacing them) will now have the option of applying
the flat FBT rate of 64% in the final quarter in place of the end of
year square-up calculation, excluding credit cards from the charities”
FBT cxcmption (an anti-avoidance measurce), application of the
general anti-avoidance rule in the Tncome Tax Act, and clarifying
that share options cancelled lor cash [all within the employment
provisions rather than the FBT provisions ol the Act.

The combined effect of these changes is that of a significant reduc-
tion in compliance costs to ecmployers.

Listed PAYE intermediaries

The accredited PAYE intermediaries scheme which commenced in
2004 is to be cxpanded to cnable persons who arc accredited PAYE
intermediarics under that scheme to apply to become “listed PAYE
intermediaries”. A PAYE intermediary contracts with small
employers for the performance of their tax payroll obligations. Deal-
ing with tax calculations and payments forms the bulk of payroll
reluted compliance costs for small employers. This initiative is
intended to reduce compliance costs for small employers by promot-
ing the use of listed PAYE intermediaries. The amendments permit
the Commissioncr to pay a subsidy to the listed PAYE intermediary
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[or the performance of these services, The subsidy will be paid to the
listed PAYE intermediary according (o a calculation mechanism to
be set by Order in Council and paid moenthly in respect of the first 5
employees of each small employer who contracts the services of
listed PAYE intermediary.

Temporary exemption for new migrants and certain returning New
Zealanders

This initiative aims to provide New Zealand businesses with highly
skilled employees whose expertise and experience should enable
them to maximise cfficicncy, resulting in positive cffcets for the
New Zcaland cconomy. Recent arrivals (including returning New
Zealanders who have not been tax resident in New Zealand [or at
least ten years) will receive a lemporary tax exemption [or (ive years
— if they are employees — on their foreign-sourced income (except
dividends, interest, employment income, and business income relat-
ing to services performed offshore). The proposals will decrease
their tax burden and the associated compliance costs.

The three-year option {(which will be available to all new migrants)
is intended to provide independent contractors (who are analogous
to employees) relief from the New Zealand international tax rules.
Therefore. it will decrease their tax burden and the associated com-
pliance costs. It also allows recent arrivals sufficient time to organise
their offshore investments to minimise the effect of New Zealand’s
international tax rules. Thesc proposals contain no compliance costs
[or business.

Treaiment of employment-related foreign superannuation inleresis

Persons that work overscas may have compulsory contributions
made on their behall by their employers into an employment-related
foreign superannuation scheme. In some schemes access o these
superannuation interests may be denied until the person reaches
retirement age. If these people migrate or return to New Zealand
they can be required to pay tax on these interests, on a current basis,
under New Zealand’s foreign investment fund (FIF) rules.

There 13 anecdotal evidence that some people with interests of this
kind may not be complying correctly with their tax obligations under
the FIF rules and, indeed, may not even be aware that they have to
account for tax. For those people that are aware of their tax responsi-
bilities, determining whether they have a FIF obligation can involve
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high compliance costs. Although the current FIF exemptions pro-
vide some reliel from these rules, the dilficulty is determining which
exemption applies and the need to continue to meet the on-going
requirements of the exemption. In addition, there is an inconsistency
in the way new migrants and returning residents to New Zealand are
treated under the FIF rules in that there are more exemptions avail-
able to new rcsidents than for returning residents giving risc to
issucs of cquity and consistency.

These issues are addressed by extending the current exemption in
section EX 36 of the Income Tax Act 2004 so as to apply it to
returning residents (rather than just new migrants) and providing a
permanent cxemption for all interests attributable to contributions
madc within the first five years of cach new period of New Zealand
residence (currently the exemption applies to interests attributable (o
contributions made while a person was not a resident ol New
Zealand). These changes are expected to reduce the tax compliance
costs of atfected taxpayers.

The following proposals in the bill will not change compliance
COSLS:

Foreign hybrids and foreign tax credits

Under current tax law, typically a person who derives forcign
income receives a tax credit for the foreign tax paid on that income.
There are however lechnical barriers (0 investors in entities, known
as foreign hybrids, claiming tux credits for the foreign tax paid, by
the investor, in respect of the hybrid. Furthermore, a foreign hybrid
can not qualify for the grey list exemption. The amendments ensure
that tax credits will be available to the New Zealand investor for
forcign tax paid by the investor in respect of forcign hybrids. Tt also
cnsurcs that a forcign hybrid will be cligible for the grey list cxemp-
lion. While the amendments will operate to the beneflit of allected
laxpayers, no change (o compliance costs is expecled.

Foreign venture capital investment alongside the VIF

The New Zealand Venture Investment Fund Limited, a Crown-
owned company established 1o promote the development ol the New
Zealand venture capital industry, invests alongside private sector co-
investors into early stage New Zeuland companies. Currently, there
is a technical risk that any gains on the sale of shares in the New
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Zealand investee companies may be taxable 10 non-resident inves-
tors. This risk may be acting as a barrier 1o venture capital invest-
ment in New Zeuland by non-residents. Therefore a specific exemp-
tion for non-resident investors on investments that have been made
alongside the VIF is proposed.

The lollowing changes in the bill will increase compliance costs:
Allocation of research and development tax deductions

Current tax treatment results in R&D cxpenditure being recognised
oo early in relation to when the resulting income is recognised. This
mismatch in the recognition of R&D expenditure and income means
that deductions for R&D expenditure of a company may be inappro-
priately lost when there is a shareholding change in the company,
such as when new investors are admitted to fund the next stage of
development. The current tax rules could therefore act as a disincen-
tive to investment in the technology scctor, which would not be
consistent with the government’s growth and innovation frameworlk
which emphasises the importance of the echnology sector 1o the
country’s economic and social development.

The additional compliance costs involved in these measures are
cstimated to be modest and will be met only by companics which
benefit from them.

Corporate migration

If a company migratcs from New Zcaland, the tax rules for the
liquidation of companics will apply. Although a migrating company
will be subject to greater compliance costs than is currently the case,
the costs will be equivalent o the costs currently incurred on the
liquidation of 4 New Zealand company.

As with liquidation, additional compliance costs may potentially
arisc from the requircment to revalue taxable property at market
value. The marketl value of certain property such as intangible prop-
erly may not be readily available and may require some research by
the company. However, the incidence of this cost is expected to be
low and is already a feature of the various deemed disposition rules
in the Income Tax Act.

Foreign trusts information and record keeping

Inevitably, provisions which impose additional requirements on
New Zealand resident trustees of foreign trusts to disclose informa-
tion and keep financial and other records of matters not previously
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required (o be disclosed or kept will impose additional compliance
costs on alfecled trustees. The new obligations will however enable
New Zeuland to meet its international and Double Tux Agreement
obligations.

Securities lending

Securities lending involves the lending of securities to another party
for a fee und was developed to allow brokers to transact in securities
in which they have a shortfall. Securities lending also provides a
relatively risk-free way for larger holders of shares to increase their
overall portfolio returns. Internationally, securities lending repre-
scnts a substantial part of the daily scttlement value in many transac-
tion systems and can play an important role in lacilitating market
liquidity.

New Zealand does not have an onshore securities lending market.
When New Zealand companics wish to enter into sccurities Iending
transactions they must go offshore to other markets (Sydney, Hong
Kong or London). The size ol the New Zealand offshore equity
securites lending market is estimated (0 be approximately
US$1 billion.

The lack of a New Zealand sceuritics market is, at Icast in part, duc
to the current tax trcatment of these transactions. At present, New
Zealand does not have special tax rules (or securities lending trans-
actions. For New Zealand tax purposes, securities lending transac-
tions are taxed on the basis of legal form (a sale of shares) rather than
economic substance (a loan). Consequently, profits from a securities
lending transaction are generally taxable. The measures in this bill
will introduce specific securities lending rules to allow the taxation
of “qualifying™ sccuritics lending transactions {callcd “sharc-lend-
ing arrangcments™) on the basis of cconomic substance rather than
legal form. The measures will also strengthen the imputation and
NRWT rules o ensure that “non-qualifying” securities lending
transactions do not give rise to an unintended fiscal cost.

If securities lending is encouraged, or at least not discouraged,
through the introduction of spccial tax rules, it will allow institu-
tional investors to “lend” their sceuritics, increasing the number of
possible transactions in the market. In theory, this will increase the
number ol actively traded securities, improve liquidity and lead to a
more efficient capital market. It will alse resolve many of the
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problems identified with the current tax treatment of these (ransac-
tions (for example, lack of consistency with international trends and
the economic and accounting treatment of these transactions as well
as with the treatment of other commercial transactions) and will
mean a mole consistent tax treatment and increased taxpayer
certainty.

While the changes can be viewed as largely technical amendments,
there may be a small increase in compliance costs. Taxpayers who
undertuke securities lending are likely to seek professional advice
and will also need to maintain and moniter tax credit accounts and
review transactions to determine whether they are qualifying trans-
actions or whether the new anti-avoidance rules apply.

Consultation

Proposals contained in the bill were, with the exception of a number
of minor remedial amendments, subject to the Generic Tax Policy
Proccess. This is a robust consultative and tax policy development
process focussed on tax policy development. For the major measurcs
in the bill, this process included the release of the following discus-
sion documents or issues papers:

Foreign irusts: proposed information reporiing and record keeping
requirenents

Making 1ax easier for small businesses
Reducing tax barriers to international recruitrnent to New Zealand
Streamlining the toxation of fringe benefits

Taxution of foreign hyvbrids and foreign tax credits: an officials’
issues paper

Taxing securities lending transactions: substance over form

Specific consultation was undertaken with a number of professional
groups, industry represcntatives, and individual taxpaycers, accord-
ing to their expericnce or membership. These consultations
included:

* Accident Compensation Corporation
. Auckland City Council
. Canterbury Employers™ Chamber of Commerce

N Child, Youth and Family Scrvice
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Corporate Taxpayer Group

Deloitte

Department of Internal Atfairs

Department of Labour

Department of Prime Minister and Cabinct
Employers and Manulacturers Association Central
Employers and Manufacturers Association Northern
Federated Farmers of New Zealand (Inc)

Fontcrra

HiGrowth

Housing Corporation

HSBC Internationual Trustee (New Zealand) Limited
Huddleston & Tosser Limited

Institute of Chartered Accountants of New Zealand
Investment Savings and Insurance Asssociation
Landcorp Farming Limited

Ministry of Agriculture and Forestry

Ministry of Foreign Affairs and Trade

Ministry of Economic Development

Ministry of Justice

Ministry of Research, Science and Technology
Ministry of Transport

Ministry of Women’s Affairs

Minter Ellison Rudd Watts

New Zealand Co-operalives Association

New Zealand Exchange Limited

New Zealund Fire Service

New Zealand Law Society

New Zealand Police

New Zealand Superannuation Fund

New Zealund Trustees Association

New Zealand Trustee Companies Association

NZ Bio

Officc of the Privacy Commissioncr
PriceWalerhouseCoopers

Reserve Bank of New Zeuland

Russell McVeagh

Sccuritics Industry Association
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. Small Business Advisory Group

* Society of Trusts and Estate Practitioners

* The Treasury

. The New Zealand Venture Investment Fund Limited




Hon Dr Michael Cullen

Taxation (Depreciation, Payment Dates
Alignment, FBT, and Miscellaneous
Provisions) Bill

Government Bill

Contents
Title 15
C{)IT]JTIC['ICC ment
16

Part 1

Annual rates of income tax for 200506

tax year
Rates of income tax for 200506
lax vear

Part 2

Amendments to Income Tax Act 204

L Y

-1 o

10

—
Tad

Income Tax Act 2004

Double tax agreements

Headingr [or section CD | replaced

New scetion CID 1B inserted

CD 1T Distribution excluded from
heing dividend

New section CT) 1OR inserted

CD 10B Dividend reduced il [or-
elgn tax paid on company s
mcome

Capital distributions on liquidation

New section CD 24B inserted

12 248 Distribution to member of
co-operative company based
on member’s transactions

Availahle subscribed capital amount

When does a person have attributed

repatriation [rom a4 CFC?

New heading and sections CD 43

and CD 44 added

Returning securities transfers

CD) 43 Replacement pavment

C12 44 Purchasc of replacement
sharc in share-lending
arrangement

Value and timing of bencfits under

share purchase agreements

L7

19

gl
“

21

22

23

24
25

26

268—1

Meaning of cxpenditure on account

of an cmployee

New section CE 11 inserted

CE 11 Proceeds [rom claims under
policies of Income protection
msirance

Benelils, pensions, compensalion,

and government grants

Adjustment for closing vahues of

trading stock, livestock, and

excepted financial arrangements

When altribuled CFC income arises

When FIF income arises

New scction CW 11C inserted

CW 11C Procecds from share or
option acquired under venture
Invesiment aureement

Noew section CW 2213 inserted

Certain income of certified residest

W 221 Certain income derived
by certificd resident

Noew section CW 4003 inserted

CW 40B Income [fom conducting
gaming-machine sambling

Meaning of fninge benelil

New sections CX 6B and CX 6C

nserted

CX 6B Meaning of Icase in relation
to motor vehicle

X 6C Suspension of right to use
vehicle disrerarded il applies
when privale use

New section CX 5B inserted

CX 158 Conivibutions to income
proleclion insurance



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and
Misccllancous Provisions)

27

29

30

31

37
34
ig

4}

4l
42
43

45

Benefits provided instead of
allowances

New section X 188 mseried
CX 18B Business 1ools

Benelils provided on premises

New section CX 208 inserted

CX 208 Benefits related to health
and safety

Benefits provided by charitable

organisations

New section X 278 inseried

CX 27B Goods provided at dis-
count by third parties

Meaningz of unclassilied benelit

Government grants 1o businesses

Now seetions CX 448 and CX 44C

inserted

CX 44B Disposal of oniginal share
Lo share user by share
supralier

CX 44C Replacement payment

New heading and sections DB [2B

1o DB 12H insorted

Remrning securitfes rransfers

DE [2B Share supplier: cost ol
acquiring sharc after shanc-
lending arrangement

DB 12C Share user: cost of acquir-
ing share in share-lending
arrangement

DE 121> Replacement prayment
under remarning scouritics
transfor

DB 12C Tmputation credits attached
Lo replacement paymenl under
share-lendinge arrangement

Research or developmenl

Some delimitions

Adjustment for opening values of

trading stock, livestock, and

excepted financial arrangements

New section DC 15 inserted

DC 15 Contnbutions o employees”
IMCOme Proleclion msurance

Deductions lor business use
Govertment pranls 10 businesses
When attributed CHC loss arises
When TIT loss arises
Cnhancements to land, except trees

46
47

48

49

A
N

58
59
60
6l

62

Tmprovements to farm land
New section DV LOB inserled
DV 10B Dastribution 1o member of
co-operalive company,
excluded from being dividend
ITrading stock. Tivestock, and
cxeopted financial arrangements
New section BC ST inserted
EC 5B Transler of liveslock
becuuse of sell-ussessed
adverse everl
Yaluation of excepled linancial
arrangements
‘Transfors of certain excepred finan-
cial arrangements within wholly-
owned groups
Yhat this subpart does
Economic rale
New sections EE 258 and EE 25C
insorted
EL 251 Ceonomic rate for certain
depreciable property acquired
on or aller 1 Apnl 2005
EE 25 Economic rate lor depreci-
aton of building acquired on
or gtter 19 May 2003
New section EH 268 insarted
EE 26E FElcction in respect of cor-
tain depreciable propoerty
acyuired on or after 1 April
2005 und belore 2005 06
NCome year
liems of low value
Consideraton [or prurposes ol
scction HE 37
Other definitions
ACC levies and premiums
Meaning ol sell-assessed adverse
evenl
Meaning of sell-assessed adverse
ovent
New heading and scctions ET 20
and TT 21 inserted
Research, developiient, resuiting
smarkel developnrent
LT 20 Deductions for market

development  producl of
research. development



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and
Misccllancous Provisions)

63

G5

66

a7

oH

69

70

7l
s

=]
L¥¥]

75
7

7T

78

LT 21 Allocation of deductions for
research, development, resull-
ing marketl development

Whal is an excepled linancial

arangement?

Consideration for agreement for

sale and purchasc of property or

services, hire purchase agreement,
specilied oplion, or linance leadse

Consideration when person enlers

rules: accrued obligation

Consideration when porson enters

rules: accrucd entitlement

New heading and section TW 5213

inserted

Treatment of original share
acquired under financial
arrangerent

EW 52B Share supplier under
share lending arranrement

Income interests on days ol non-

residence

Section EX 17 replaced

CX 17 Tncome interest for period if
variations within period

Residence in grey list country

Grey list exemption

Section EX 35 replaced

EX 35 Income interest ol nom-resi-
dent or certificd resident

New resident’s accrued superannua-

tion cntitlement exemption

Comparative value method

Deemed rate of return method

Migration of persons holding FIF

mlerests

Section EZ 29 replaced

EZ 29 Disclosire restrictions on
grey list CTCs hefore
200112

New subpart TCT inserted

Subpart HCB—Emigration of
resident companics

IFCH 1 Tax effects of company
becoming non-resident (o
reflect tax ellects of
Liquidation

FCHB 2 Emigrating company treated
as paying distribution to
sharcholders

79

80

87
88

39
90
a1
92
93

94

96
97

98

99

100

T 3 Emigrating company treatecd
as disposing of properly and
immediately reacquiring
properly

Amaleamation ol companies:

purpose

Arrangement to defear application

of depreciation provisions

New section GC 17B inserled

GC 17B Fnnge benelil Lax:
arrangement void

Sale or other disposition ol rading

stock Lor inadequate consideration

Remrns, assessments, and liability

of consolidated group

Payment of qualifyving company

election lax

Interpretation

Trusis seitled by persons belore

hecoming resident

Trustee income

Application of other provisions to

wilhdrawal tax

Rebale in certain cases lor children

Calculation ol amily tax credit

Credit of tax for impuration credit

Torcign tax credits: CT°Cs

Resident withholding tax deductions

1o be credited against income Lax

assessed

Underlying [oreirn ax credils

generally, and interpretation

Amount of underlying foreign tax

credit

Dividends from grey lisl companies

Procedures with respect o underly-

e [oreign tax credit

Provisional taxpayer atfected by

qualifying cvent

New section MB 1B inserted

MB 11B Transilional provisions
relating W alimnment of dates
ol payment [or provisional
tax and GST

Subpart MB replaced
Introductory provisions

MB 1 Oulline ol subprart

MB 2 Who pays provisional tax?

M 3 Becoming provisional tax-
payer by clection



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and
Misccllancous Provisions)

Cedeslation of provisional e
liahitity

MB 4 Methods [or caleulating pro-
visional (ax Labdity

ME 5 Determining residual income
Tax

MB 6 Cstimation methiod

MB TGST ratio method

Instadnients of provisional sy
MB & Provisional tax payable in
instalments
MB 9 Caleulating amount ol instal-
ment under standard and esti-
mation meihods
MB 10 Calculating amount of
instalment using GST ratio
MB 11 Using GST refund to pay
inslalment of provisional Lax
ME [2 Voluntary payments
ME 13 Pavine 2 mstalments [or 1ax
vear
MB 14 Paying 1 instalment for tax
year
Reguirements for using GST ratio
MB 15 Who may use GST ratio?
MB 16 Choosing to use GST ratio
MB 17 Changing determination
method
ME 8 Disposal ol assels
Transivional years
ME 19 Caleulaling residual incomne
lax in transilional vears
MB 20 Paying provisional tax in
transitional years
MB 21 Calculating instalments in
lransilional years: standard
method
ME 22 Calculating instalments in
trangitional ycars: estimation
miethod
MB 23 Calculating instalments in
transilional years: GST ratio
method
ME 24 Consequences ol a change
in balance date

When provisional taxpavers start or
stop paving GST, or change toxable
periods
MB 25 Registering for GST or can-
celling registration
MB 26 Changing GST cycle

101
102

103

104

106

107

108

109

M 27 Payment of provisional tax
instalments when GST cycle
chaneed

Penalries and interest provisions
MB 28 Applicalion ol provisions ol
Tax Adminisration Act 1994

Treamment of groups of companies
aned amalpamated companies
MB 29 Provisional 1ax rules and
consolidated groups
MB 30 Residual income tax of
consolidated groups
MI 31 Consolidated groups using
estimation method
MB 32 Consolidated groups vsing
GST ratio meihod
MB 33 Wholly-owned groups of
companics
M 34 Amalgamated companies:
caleulating residual income
Lax
Arfribarion rude for services
MB 35 Alribulion rule for services

Overpayments and crediis

M 36 Overpaid provisional tax

MB 37 Further income tax crediled
Lo provisional 1ax liability

Disasrer velief

MB 38 Provisional laxpaver allec-
led by sell-assessed adverse
evenl

Pavmenl ol terminal 1ax

Limit on refunds and allocations of

tax

Limits on refunds of tax in relation

o Maori authorities

Credils arising (0 impulation credit

account

ehits arising 1o imputation credit

account

Company may attach imputation

credil W dividend

New section ME 6B insered

ME 6B Shave user may atlach
impuration eredit to replace-
ment payment

Credirs arising to impuation erdit
account of group

Dehits arising to imputation credit
account



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and
Misccllancous Provisions)

110

111

112

113

117

118

119

120

121

122

Dehiting and crediting between con-

solidated imputation group and indi-

vidual companies

Comprany may elect (0 mainiain

dividend withholding payment

HCCOUNT

Company may clect to be conduit

tax reliel company and maintain

conduil tax reliel account

Further dividend withholding pay-

ment payable in respect of conduit

tux relief account debits

Credits arising to Maori authority

credil account

Debits avising o Maori authority

credil account

Farther tax payable for ond of year

debit halanee or when Maori autho-

rity coases to exist

New section MZ § added

MZ ¥ Certain elections 1o become
mrovisional (axpaver

New seclion MZ 9 added

M7 9 Amount of provisional tax
based on 1997-98 or carlicr
tax year

New subpart N inserted

Subpart BB—Subsidy payable to

certain listed PAYE intermediarics

NBB 1 Purposc

NBB 2 Accreditation of listed
PAYE inlermediary

MEB 3 Obligations of listed PAYE
mlermediaries

NBE 4 Revocation of listing

NBBE 5 Listed PAYE intermediary
claim form

NBB 6 Calculation and payment of
subsidy Lo certain listed
PAYE inlermediaries

MEB 7 Termination ol employer
arrangements with listed
PAYH intermediary

Application of other provisions (o

amounts payable under PAYTE rules

Private use of motor vehicle: value

of benelit

New section NI LAB inseried

XD LAB Private use ol motor
vehicle: 24-hour period

123
124
125
126
127

128
129

130}

131

133
134

136
137

134

139

144

141
142
143
144

145

Employment-related loans: value of

benedil

New section ND LB inserted

MDD LB Benelits provided by char-
itable organisations

Services: value of benefit

Unclassificd hencfits

Election to pay fringe hencfit tax by

guarter

Allributed [mnge benelits

Calculation ol [ringe benelil (ax on

non-attributed fringe benefits

Special nule for employer who stops

employing staff during tax vear

Payment of [Tinge benefit tax on

annual basis for employees who are

nol shareholder-employees

Payment of fringe benefit tax on

incomc vear basis for sharcholder-

cmployees

Application of RWT rules

Deduclion of resident withholding

lax

Election to apply higher rate of

deduction

Companies to notify interest payer

Election rates of deduclion lor

compinics

Requirements [or agents or wusless

to make resident withholding tax

deductions on reccipt of payments

Payment of deductions of resident

wilhholding Lax (o Commissioner

New section NF 8B inseried

MF 8B Resident withholding tax
deductions from replacement
paymients treated as imputa-
tion credits

Non-resident withholding tax

imposed

Application of wther provisions (o

nen-resident withholding (ax

Delinitions

Mcaning of source deduction pay-

ment: sharcholder-employees of

close companics

Meaning ol income lax

A



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and
Misccllancous Provisions)

146

147

148

149

150

151

152

153

Modifications to measurement of

voling and markel value inlerests in

case of conunuily Trovisions

New seclion O SAA inserled

O 5AA Modifications to voting
and market value interests for
application of continuity pro-
visions Lo reverse lakeover

Schedule 2 Fringe benefil values

Part A
Motor vehicles

Schedule 3—TInternational tax rules:
grey list countrics

Schedule 7 Expenditure on (arm-
ing, aquaculiural. and Lovesiry
IMProvemens

New schedule 118 inscried
Schedule 13—Months for payment
of provisional tax and terminal tax
Schedule 14 Rate of resident with-
holding tax deductions

I"art 3

Amendments 1o Tax Administration Acl

154
135
156
157

138

159

160

161

162

164

1994

Tax Admimstration Act 1994

Interpretation

Keeping of business records

Now seetion 30B inscrted

30B  Stalement o share supplier
when share user makes
replacemnent payment under
share-lending arrangement

Annual refurns of income not

required

Now seetion 33C inserted

33C  Rewurm ned required Lor cer-
Lain recipients of payments
[or attendant care

Conseqguential adjustments on

change in balance date

Now seetion 398 insorted

A9B  Changes in return dates: tax-
pavers with provisional tax
and GST liabililies

New seclion 59B inserled

59B  Disclosure of [oreign trust
particulars

Disclosure of interest in loreipn

comprany of [oreigm invesiment [und

Notices of proposed adjustment

required o be issucd by the

Commissioner

165

166

167
168
169

170}

171

172
173

174

175

176

177

178

179

186}

Taxpayers and others with standing
maty Tssue nolices ol proposed
adjusiment

Motices ol proposed adjustment
required to be issued by the
Commissioner

Test cases

Delermination on econoniic tale
Determinalion on special rales and
provisional rales

New Part 5B inserted

Parl 5B
Certificates

91K Eligibility for new-resident
cortificate

91L  Application for new-resident
cerlificae

Q1M lssuing new-resident
cerlilicate

91N Change in sitnation

910 Withdrawal or surrcnder of
new-resident certificate

Commissioner may determine

amounl of provisional Lax

Definilions

Secton [20K replaced

120KB Provisional tax instalments
and duc dates generally

120KC Residual income tax of new
provisional Laxpayer

120KD Prowvisional lax instalments
in wransitional years

120KE Provisional tax and rulcs on
use of money interest

Mcaning of unpaid tax and overpaid
tax for provisional tax purposcs
Where provisional tax paid by com-
pany does nol count as overpaid tax
Due date for underestimalion pen-
ally lax
Late payment penalty and provi-
sional tax
Application of other provisions of
Acl Lo imputation penally tax and
dividend withholding payment pen-
ally lax
Application of other provisions of
Act to Maori authority distribution
penalty tax
New section 14 1EA inserted
141EA Shortfall penally and provi-
sional tax



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and
Misccllancous Provisions)

181

182
143

184

1%6

187
188

189

190
191
192
193

194
195

196

Reduction of penaltics for previous

hehaviour

Absolute labality ollences

Transler ol excess provisional lax il

provisional tax paid is more than

taxpayer’s provisional tax liability,

determined before assessment

Transler of excess provisional tax il

Laxpaver eslitnales or revises esli-

maile of residual income tax. deler-

mincd before asscssment

Transfer of excess tax if provisional

tux i5 more than taxpayer’s residual

income Lax. determined aller

assessment

Remission in circumstances of qual-

ifying ¢vent

Remission on written application

Payment out of Crown bank

dccount

New sections 185C and 18303

mserted

185C Hstablishment of Listed
PAYE Tntermediary Bank
Account

185D Payments into, and oul of,
Listed PAYE Inlermediary
Bank Account

I"art 4
Amendments to other Acts

Income Tax Act 1994

Income Tax Act 1994

Exclusions from term dividends
Govertment pranls 10 businesses
Certain expendinre on land nsed
for farming or agricultural purposes
Low value asset write-off

New subpart FCB inserled

Subparl FCB  Emigration of
resident companies

FCB 1 Tax ellects ol company
becoming non-resident (o
reflect tax offects of
liquidation

I'CH 2 Emigrating company treated
as paying disimbution o
shareholders

FCB 3 Emigrating company weated
as disposing of property and
immediately reacguiring
property

Company may attach imputation

credit to dividend

197

194

199

200
2m

202
203
204
205
206
207

208
209
21

21

212

213

216
217
218
219

220

Company may clect to maintain

dividend withholding payment

Accounl

Company may elect 1o be conduil

tax relief company and maintain

conduit tax relicf account

Turther dividend withholding pay-

menl payable in respect of conduit

tax reliel account debits

Delinitions

Schedule 7—Hxpendimre on Land

and Aquacultural Tmprovements
Coods and Services Tax Act 1985

Cioods and Services Act 1985

Tnterpretation

Meaning ol lerm (inancial services

Meaning ol lerm supply

Time ol supply

Vahe of supply of goods and

SerVices

Zero-rating of goods

Exempt supplies

New section 15AB inserled

15AB Transilional provision: alizm-

ment of taxable periods with
balance dates

Sections 15 o 15AB replaced

15 Taxahle periods

158 Taxahle periods aligned with
balance dates

Changes in laxable periods
When change in taxable
period takes cffeet

15C
1506

Scction 16 replaced

16 Taxable period remuns

New section 168 inscried

1ol Mueaning of end of taxable
period

Special returns

Regislered person 1o nolily change

ol slatus

Group of companies

Branches and divisions

Anmal imputation retuen

Returns to be furnished in 2 parts

[or laxable period in which change

in rate of lax oceurs

Other Acts

New section 74D inseried in the
Eslate and Gill Duties Acl 1968



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and

cll Misccllancous Provisions)
74> Cxemption for gifts in respect Schedule 1
ol distribulion by co-opera- New schedule 11B inserted in Income
11ve COMmprny Or cCompany Tax Act 2004
owned by co-operative
company
221 Interim repayments 1o be paid in

samc manngr g3 provisional tax

The Parliament of New Zealand enacts as follows:

(1)

()
()

(4)

()
(6)

(7)
(8)

(9)
(10)

(11)

Title
This Act is the Taxation {(Depreciation, Payment Dates Alignment,
FBT, and Miscellaneous Provisions) Act 2005.

Commencement

This Act comes into force on the date on which it receives the
Royal assent, except as provided in this section.

Sections 201, is trcated as coming into force on | July 2004.

Sections 181 is treated as coming into force on 21 December
2004,

Sections 85, 143({16), 150, and 218 are treated as coming into
force on 1 April 2005.

Sections 56 is treated as coming into {orce on 19 May 2005,
Sections 12, 14(2}, 14{3), 19, 20, 22, 43, 44, 46, 52, 62, 63(2), 65, 66,
68, 69, 72, 73, 76, 86, 87{1), 87(2), 90, 141, 143{5), (7), (8), (11}, {15),
(19}, (35), (40), and (43), 155(4) 1o (7), and (11), and 163 comc into
forcc on 1 October 2005.

Sections 212, 214, and 219 come into force on 31 March 2006,
Sections 8, 14(1)}, 15, 16, 17, 24 to 33, 40, 70, 71, 74, 75, 81, 87(3}, 92,
94 1o 97, 99, 121 to 132, 143(4), (9), (17), (24), {37), and {52), 145{1),
145(2), 148, 155(2), {12), (14), (19), and (20), 156, 158, 159, 162, 182,
and 188, come into lorce on 1 April 2006.

Sections 6, 7, 37, 38, 47, 77, 79, 89, 143(51), and 144 come into
force on 1 October 2006.

Sections 203(3) and {4), 211, 213, and 215 to 217, comc into force
on 1 April 2007,

Sections 59, 83, 84, 88, 100 to 103, 105(2), 105(4), 108{1), 108{3),
109{2), 109{4), 110, 114 to 118, 120, 142, 143(2), (3), {6), (14}, (21} to
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(1)

2

7
(1)

(23}, {33), (34}, {36}, (42}, {46), and (48} to {50), 145(3], 152, 155(3), (8)
to (10}, {13), (15), (16), (18}, (21}, and {22), 160, 161, 171 1o 180, 183 to
185, and 221 come inte force on 1 October 2007,

Part 1

Annual rates of income tax for 200506 tax year

Rates of income tax for 2005-06 tax vear

Income tax imposed by section BB 1 of the Income Tax Act
2004 must, for the 2005-06 tax year, be paid at the basic rates
specified in Schedule 1 of that Act.

The Taxation (Annual Rates ol Income Tax 2004-05) Act
2004 is repealed.

Part 2
Amendments to Income Tax Act 2004

Income Tax Act 2004
This Part amends the Income Tax Act 2004.

Double tax agreements

In section BH 1{(4), “any other enaciment,” is replaced by
“any other Inland Revenue Act or the Official Information
Act 1982 or the Privacy Act 1993.”,

Heading for section CD 1 replaced
The heading for section CD 1 is replaced by “Dividend”.

New section CD 1B inserted
After section CD 1, the following is inserted:

*CD 1B Distribution excluded from heing dividend

(2)

A distribution, derived by a member of a co-operative com-
pany, that is excluded by section CD 24B from being a dividend
is income of the member.

“Iefined in this Act: ce-operative company, dividend, income™,

Subsection (1) applies for income years corresponding to the
200607 and subsequent tax years.
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New section CD 10B inserted
Afler section CD 10, the lollowing is inserted:

“CD 10B Dividend reduced if foreign tax paid on company’s
income

“(1)

“2)

“@3)

10}

“When this section applies

This section applies to a person who—

“(a)

“(b)

“(o)
“d)

derives a dividend from a company that is—

“(i) a forcign company; and

“(i1) trcated as if the company were a partnership by
the Jaws relating to income tax ol the country or
territory in which the company is resident; and

is liable in the country or territory for income tax on

income of the company; and

pays the income tax; and

provides to the Commissioner upon request, within the

time allowed by the Commissioner, sufficient informa-

tion to satisfy the Commissioner as to the amount of

income tax paid.

“Amount of dividend reduced

The amount of the dividend is reduced by the greater of zero
and the amount calculated using the formula—

total tax paid — other reductions.

“Definition of items in formula

In the formula,—

“(a)

“(b)

total tax paid is the total amount of income tax on
income of the company that the person has paid in the
country by the time that the person derives the dividend:
other reductions is the total amount ol reductions
under this section that, by the time that the person
derives the dividend, have affected other dividends
derived by the person from the company.

“Iactined in this Act: branch cquivalent method, company, controlled forcign
company, dividend, TTIF income or loss, foreign investment fund, income, income

[EE .

wn

15

20

25



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and
Misccllancous Provisions) Part 2 ¢l 10

)
2)

()

()

(4)

10
(N

Capital distributions on liquidation

In the heading to section CD 18, “or emigration™ is added

after “liquidation”.

Section CD 18(1), other than the heading, is replaced by the

following:

This section applies il a shareholder—

“(a) is paid an amount in relation to a share on the liquida-
tion of the company:

“(b) is treated under seetion FGB 2 (Emigrating company
treated as paying distribution to shareholders) as being
paid an amount in rclation to a sharc in the company.™

In the list of terms defined in the Act, “emigrating company”

is inserted.

Subsections (1) to (3} apply for—

(a} a company that becomes a non-resident on or after
21 March 2005; and

(b) income years corresponding to the 2005-06 and subse-
quent Lax years,

New section CD 24B inserted
After scetion CD 24, the following is inserted:

“CD 24B Distribution to member of co-operative company

“(D)

based on member’s transactions

“Distribution by co-operative compuny, company owned by

co-operative company

An amount that is a distribution to a member of 4 co-operative

company by the co-operative company, or by 4 company (4

subsidiary company) in which the co-operative company

owns voting interests equal to 100%, is not a dividend it—

“(a) thc co-operative company is resident in New Zealand
for the period to which the distribution relates; and

“(b) the distribution is not a loreign-sourced amount lor the
member; and

“(c) the value of the distribution is determined by the value
for the period of transactions between the member and
the co-operative company or subsidiary company that
satisty subsection {2); and

“(d) thc amount is given by suhsection (3).
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“(3)

(2)

11
(1)

“Transactions must inmvolve trading stock

A transaction must—

“{a) involve the sale and purchase of trading stock of the
vendor that is not intangible property; and

“(b) not be subject to scction FB 3 (Disposal of trading
stock) or FB 4(1) (Income derived from disposal of
trading stock together with other assets of business).

“Amount excluded from being dividend

The amount of a distributicn that is excluded under subsection

(1) from being a dividend is the lesser of the following:

“(a) thc amount of the distribution:

“(b) if the right of the member to enter transactions with the
co-operative company does not arise [rom shares held
by the member in the co-operative company, the small-
est distribution to which a member of the co-operative
company would be entitled if that member—

“(i) were entitled to enter, with the co-operative com-
pany or subsidiary company, transactions of the
type and valuc referred to in subseetion {1){e); and

“(il) entered the transactions referred to in
subparagraph {i):

*(cy il the right of the member Lo enter transactions with the
co-operative compuny arises from shares held by the
member in the co-operative company, the amount of the
distribution relating to shares in the co-operative com-
pany that the member acquires for the purpose of
obtaining that right.

*Delined in this Act: compaty, co-opoﬂ'mi\-'e company, [oreign-sourced amouni,

resident in New Zealand, sharcholder ™.

Subsection (1} applies for distributions made on or after the

date on which this Act receives the Royal assent.

Available subscribed capital amount
After section CD 32(15), the following is inserted:

“Subscriptions amount: emigrating company

“(15B) Il a company has been treated under section FCB 2 (Emigrat-

ing company treated as paying distribution to shareholders) as
paying a distribution teo sharehelders, the subscriptions
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(1

(4)

)

amount includes the amount of the distribution that is assessa-

ble income of the shareholders.”

Subsection (1) applies for—

(a) a company that becomes a non-resident on or after 21
March 2005; and

(b) incomc ycars corrcsponding to the 2005-06 and subse-
guent tax years,

When does a person have attributed repatriation from a

CFC?

After scetion CD 34(1)(b), the following is inscrted:

“{bb) at any time in the accounting period, the person is a
New Zealand resident who is not a certified resident;
and”.

In scction CD 34(2), the formula is replaced by the following:

days

days in accounting period.

After section CID 34(2), the following is added:

“Definition of items in formuly

income interest X repatrialion X

In the formula,—

“(a) income interest is the income interest of the person for
the period in the accounting period during which the
person is a New Zealand resident who is not a certified
resident:

*(b) repatriation is the New Zealand repatriation amount
for the CFC and the accounting period:

“(¢) days is the number of days in the accounting period
during which the person is a New Zeualand resident who
is not a certified resident

“(d) days in accounting period is the number of days in the
accounting period.”

In section CD 34, in the list of terms delined in the Ac(,—

(ay  “certified resident” is inserted:

(b)  “New Zealand resident” 1s inserted.

Subsections (1) to {4) apply for—

(a) a person who becomes a New Zealand resident on or
alter 1 April 2006; and
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(b) income years corresponding to the 2005-06 and subse-
quent Lax years,

New heading and sections CD 43 and CD 44 added
After scetion CD 42, the following is added:

“Returning securities transfers

“CD 43 Replacement payment

A replacement payment derived by a person under a returning
securities transfer is assessable income ol the person il the
replacement payment is intended to be economically
equivalent to a reward of ownership, in relation to an original
share, that would be assessable income for the person if
derived by the person.

“Inefined in this Aet: assessable income, original share., replacement payment,
returning sceuritics transfer

“CD 44 Purchase of replacement share in share-lending

“(D)

“(2)

)

14

(H

arrangement

“When this section applies

This section applies to a person who—

“(a) is a share user under a share-lending arrangement; and
“(b) returns a replacement share to the share user.

“Tncome

The person derives income equal (o the market value ofl the
original share at the date ol acquisition by the share user.
“Defined in this Act: income, original share, replacement share, share-lending

arrangemenl, share supplier. share user. relurning securities transfer .
Suhsection (1) applics for income years beginning on or after
the day on which this Act receives the Royal assent

Value and timing of benefits under share purchase
agreements
After scetion CE 2(7), the following is added:
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2

“(9)

()

4

(3)

15
(1)

)

“Disposal of rights under share purchase option

For the purposes of subsection (3), a disposal of rights under 4
share purchase agreement includes the cancellation of a share
option in return for a cash payment.”

Afler section CE 2(8), as added by subsection (1), the lollowing
is added:

“If benefir to certified resident relating to employment when

non-resident

The value of a benefit, or a part of a benefit, of a type referred

to in subsections {2) to {§5) is zcro 1f—

“(a)y the employee is a cerlilied resident when the employee
acquires the shares under the share purchase agreement
or disposes of the rights under the share purchase ugree-
ment; and

“(b) the employee is a non-resident during the peried of
employment that gives rise to the benefit or part of the
benefit.”

In section CE 2, in the list of terms defined in the Act,—

(ay “certified resident” is inserted:

(b)  “non-resident” is inserted.

Suhsection (1) applics for a person’s liability for fringe benefit

tax for a period beginning on or after 1 April 2006.

Subsections (2) and (3) apply for—

(a) a persen who becomes a New Zealand resident on or
after 1 April 2006; and

(b)  income years corresponding to the 2005-06 and subse-
quent tax years.

Meaning of expenditure on account of an employee

In section CE 5,—

(a} insubsection (3)(1), “scheme.” is replaced by “scheme;
or” and the tollowing is added:

“(3) a premium for income protection insurance that an
employer is liable o pay or make a contribution
towards for the benefit of an employee.™

(b)  in the list of defined terms, “contribution™ is inserted.

Suhsection (1) applics for a person’s liability for fringe benefit

tax for a period beginning on or after 1 April 2006.
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New section CE 11 inserted
Afler section CE 10, the following is inserted:

“CE 11 Proceeds from claims under policies of income

“(1)

“(2)

(2)

17

18

(1)

protection insurance

“When this section applies

This section applies when an employer is liable to pay, or
contribute to the payment of, a premium under a policy of

income protection insurance for the benefit of a person who is
their employcee.

“Incone

An amount that is or would be derived under the policy is
income of the person.

“Iefined in this Act: amount, employee, employer, ingome, pay’ .
Subsection (1) applies for a person’s liability for fringe benefit
tax for a period beginning on or after 1 April 2006.

Benefits, pensions, compensation, and government

grants

In section CF 1(2), in paragraph {f) of the definition of acci-

dent compensation payment, “of that Act” is replaced by

“of that Act; or” and the following is added:

“(g) a payment made by the Corporation under section
81{1)b) ol the Injury Prevention, Rehabilitation, and
Compensation Act 1991, if the total amount of such
payments in an income yeur exceeds the total amount of
payments made in that income year by the claimant to a
caregiver in respect of attendant care (as defined in
Schedule 1, clause 12 of that Act)”.

Adjustment for closing values of trading stock, livestock,

and excepted financial arrangements

In section CH 1{1)(c), “arrangements).” is replaced by

“arrangements):” and the following is added:

“(d) a right as a share supplier under a share-lending
arrangement 1o acquire original shares or replacement
shares, if the original shares are excepted financial
arrangements described in paragraph (c).”
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(3

(4)

20
(1)

(2)

(3

In section CH 1(4), “arrangements,” is replaced by “arrange-
ments or right,”

Subsections {1) and (2} apply for income years beginning on or
after the day on which this Act receives the Royal assent.

When attributed CFC income arises

Section CQ 2(1)(d) is replaced by the following:

“(d) at any time in the accounting period, the person is a
New Zealand resident who is not a certificd resident:
and”.

In section CQ 2(1)(e), “accounting period” is replaced by

“part of the accounting period during which the person is 4

New Zealand resident who is not a certified resident”.

In section CQ 2, in the list of terms defined in the Act,—

(a)  “certified resident” is inserted:

(b)  “New Zealand resident™ is inserted.

Subsections (1) to (3} apply for—

(a} a person who becomes a New Zealand resident on or
after 1 April 2006; and

(b) income years corresponding to the 2005-06 and subsc-
quent Lax years.

When FIF income arises

In section CQ 5(1)—

(a} paragraph {c)(iv) is replaced by the following:

“(iv) the exempticn for a non-resident or certilied resi-
dent in seetion EX 35 (Income interest of non-resi-
dent or certified resident):™

(b)  paragraph (e) is replaced by the following:

“(c) at any time in the year, the person is a New Zealand
resident who 15 not a certified resident and holds the
altributing interest; and”.

In section CQ 5 “certified resident™ 1s inserted in the list of

terms defined in the Act.

Suhsections (1) and (2} apply for—

(a)  a person who becomes a New Zealand resident on or
alter 1 April 2006; and
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“(2)

“(3)

“(4)

(b) income years corresponding to the 2005-06 and subse-
quent Lax years,

New section CW 11C inserted
After scetion CW 11B, the following is inscried:

11C Proceeds from share or option acquired under
venture investment agreement

“Exempt income: proceeds from share or option

An amount of income that a non-resident derives [rom the sale
or other disposal of a share, or option to buy a share, in a
company is exempt income if the requirements of subsections
(2} te (5) are satisfied.

“Requirements relating to company af time of acquisiiion
When the non-resident acquires the share or option, the com-
pany must have in New Zealand—

“(a) more than 50% in value of the company’s assets; and
“(b) more than 50% in number of the company’s employees.

“Requirements relating to acquisition of share or option

A person (a venture capital manager) must acquire, as

required by a venture investment agreement,—

*(ay on behall of the non-resident, the share or option; and

“(b) on behalf of the Venture Investment Fund or 4 company
owned by the Venture Investment Fund, another share
or option that confers the same rights and imposes the
same obligations as the share or option.

“Continuing requirementys relating to compuny

While the non-resident holds the share or option, the company
must not have 1 or more of the following as 4 main activity:
“(a) land development:

“(b) land ownership:

“{c) mining:

“(d) provision of financial scrvices:

“(c) insurance:

*(N construction of public inlrastructure assets:

“(g) acquisition of public infrastructure assets:
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“(3)

“©)

“(h)

investing with a main aim of deriving, [rom the invest-
ment, income in the form of interest, dividends, rent, or
personal property lease payments that are not royalties.

“Requirements relating to situation at disposition of share
or option

When the non-resident disposcs of the share or option,—

66(21}

“(b)

“(e)

the venture capital manager must have complied with
the venture capital manager’s obligations under the
venture investment agreement; and

the non-resident must have complied with the non-resi-
dent’s obligations under any agreement between the
non-resident and the Venture Investment Fund or a
company owned by the Venture Investment Fund; and
the Venture Investment Fund must be satisfied on rea-
sonable grounds that no person who is resident in New
Zealand and no group ol associated persons who are
resident in New Zeuland has a direct or indirect interest
of more than 10% in the share or option.

“Veniure investment agreement

In this scction, venture investment agreement mcans an
agreement that—

“(a)

“(b)

SS(C}

is an agreement, relating to investment in companies,

between parties that include—

“(i) a venture cupital manager; and

“(ii) the Venture Investment Fund or a company
owned by the Venture Investment Fund; and

provides for investments under the agrcement to be

managed by the venture capital manager; and

provides that an investment under the agreement must

be in a company that, when the investment is made, has

in New Zeuland—

“(i) more than 50% in value of the company’s assets;
and

“(ii) more than 50% in number of the company’s
cmployeces.

“Delined in ihis Act: emplovee. income. interest, non-resident, resident i,1,1 New
Ycaland, sharc, venture investment agreement, Venture Investment Fund ™,
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Subsection (1) applies lor shares or options purchased lor a
non-resident by a venture capital manager under a venture
investment agreement made on or before 31 March 2008.

New section CW 22B inserted
After scetion CW 22, the following is inscrted:

“Certain income of certified resident

“CW 22B Certain income derived by certified resident

)

23

Income derived in a period of time by a person who is a

certified resident for the period is exempl income il the

income is a foreign-sourced amount that is none of the

following:

“(a) adividend:

“(b) interest within the meaning given by paragraph (a) of
the definition of that term in section OB 1:

“(c)y employment income of a type described in section
CE 1(a) o (¢) and (&) 1o (g):

*(d) income [rom a supply ol services.

“Defined in this Act: certified resident, d,i,\-'idcnd. cmployment income. cxempt

income, [oreign-sourced amount, income .

Suhsection (1) applics for—

(a)  a person who becomes a New Zealand resident on or
alter 1 April 2006; and

(b) income yeurs corresponding to the 2005-06 and subse-
quent tax years.

New section CW 40B inserted
After scetion CW 4(, the following is inscrted:

“CW 40B Income from conducting gaming-machine gambling

20

An amount of income derived by a person that is gross gam-
bling proceeds from gaming-machine gambling is exempt
income if—

“(a) the person is authorised to conduct the gaming-machine
gambling under the Gambling Act 2003 by a gaming-
machine operator's licence and a gaming-machine
venue licence; and
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(2)

25
(M

“(b) the person complies with the Gambling Act 2003 in
applying and distributing the net gambling proceeds
from the gaming-machine gambling.

*Defined in this Act: exempt income, gaming-machine gambling, gaming-machine

operalor’s licence, gaming-machine venue licence, gross gambling proceeds, nel
gambling procesds .

Meaning of fringe benefit

In section CX 2(1)(b)(i), *CX 15™ is replaced by “CX 158",
Subsection (1) applies for a person’s liability for fringe benefit
tax for a period beginning on or after 1 April 2006.

New sections CX 6B and CX 6C inserted
Aller section CX 6, the lollowing is inserted:

“CX 6B Meaning of lease in relation to motor vehicle

In the FBT rules, in relation to the vse of a motor vehicle, a
lease includes an agreement or arrangement between an
cmployer and an ecmployee transforring a right to use a motor
vehicle under terms agreed between the parties.

*Defined in this Act: arrangement. employer. employee, FBT rules, mator vehicle

*CX 6C Suspension of right to use vehicle disregarded if

2

26
(H

applies when private use

In the application of the FBT rules to a lease of a motor

vehicle between an employer and an employee, a suspension

under the lease of the right to use the motor vehicle is disre-

garded if a result of the suspension would he—

“(a) a usc of the vehicle by a party to the leasce is private:

“(b) a party to the lease has a right o use the vehicle
privately.

*Defined in this Act: cmployer, employee, FBT rules, lease, motor vehicle™.

Subsection (1) applies lor a person’s liability for fringe benefit
tax for a period beginning on or after 1 April 2006.

New section CX 15B inserted
After scetion CX 15, the following is inserted:
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*CX 15B Contributions to income protection insurance

(2)
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(2)

“(2)

(3)
(4)

28
(1)

A fringe bene(it arises when an employer has a liability to pay,
or contribute to the payment of, a4 premium for income protec-
tion insurance for the benefit of an employee.

“Ictined in this Act: contribution, cmployee. employer, fringe benefit”,
Subsection (1) applies for a person’s liability for fringe benefit
tax for a period beginning on or after 1 April 2006.

Benefits provided instead of allowances

Section CX 17 is renumbered as section CX 17(1) and ** When

not fringe benefit” is inserted as the subsection heading.

After section CX 17(1), the following is added:

“Temporary change in workplace

A benefit that un employer provides to an employee is not 4

fringe benefit it it is an allowance that—

“(a) is in substitution for an allowance under sub-
scction {1)Xb); and

“(b) is brought about because the employec has a temporary
change in their place of work while in the same employ-
ment; and

“(c) reimburses the employee for transport costs that would
have been incurred relating to travel by the employee’s
spouse or partner or relative for the purpose of visiting
the employee in the temporary place of work; and

“(d) has a valuc that is no more than the amount that would
be reimbursed under subscction (1)(h).”

In the list of defined words in CX 17, ©, relative™ is added.
Subsections {1} to {3) apply for a person’s liability for fringe
benefit tax for a period beginning on or after 1 April 2006.

New section CX 18B inserted
After section CX 18, the following is inserted:

“CX 18B Business tools

“(1)

“When business rool not fringe benefit

A business tool that an employer provides to an employee is

not a fringe benefit if—

“(a) thc busincss tool is provided mainly for business usc;
and
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“(3)

)

29
(1)

“(1)

*(b) the cost ol the business ool o the employer is not more
than $5,000.

“Private use or availabiliry for private use of business rool
not fringe benefit

The private usc of a busincss tool that an employer provides to
an cmployee, and the availability for private usc of such a
business tool, is not a [ringe benelit il the business tool satis-
lies subsection (1){a) and (b).

“Use away from emplover’s premises

For the purposes of smbsection (1}, a business tool that is not

taken to and usced on the employer’s premises may neverthe-

less be provided mainly for busincss use if the employee

performs a significant part of the employee’s employment

duties away [rom the premises.

“Dcﬁnu(,l, in this Act: business use, business tool, employee, employer, fringe
benefit .

Suhsection (1) applics for a person’s liability for fringe benefit

lax lor a period beginning on or after 1 April 2006.

Benefits provided on premises
Section CX 20(1). other than the subsection heading, is
replaced by the following:

A benelit, other than [ree, discounted, or subsidised travel,
accommedation, or clothing, is not a fringe benefit if the
benefit is—

“{a) provided to the employee by the employer of the
employee and received or used by the employee on the
premiscs of—

“(i} the employer of the employec:
“(ii) acompany that is in the same group ol companies
as the employer of the employee:

“(b) provided to the employee by a company that is in the
same group of companies as the employer of the
employee and received or used by the employee on the
premises of—

“(i} the employer of the employec:
“(i1) the company that provides the benefit.™
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“(2)

()

(4)
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Section CX 20(2) is replaced by the lollowing:

“Premises of person

In this section, the premiscs of a person—

“(a) include premises that the person owns or leases:

*(b) include premises, other than those referred 10 in para-
graph {a), on which an employee of the person is
required to perform duties for the person:

“(c) does not include premises occupied by an employee of
the person for residential purposes.”

In the list of delined terms for section CX 20, “company ™, and

“group ol companies” are inserted.

Subsections {1} to {3) apply for a person’s liability for fringe

benefit tax for a period beginning on or after 1 April 2006.

New section CX 20B inserted
Afller section CX 20, the flollowing is inserted:

“CX 20B Benefits related to health and safety

24

A benefit that an cmployer provides to an employce is not a

fringe benefit to the extent to which it—

“(a)y is related o the employee’s health and saflety; and

*(b) is aimed al the elimination of hazards in the workplace
as contemplated in the Heulth and Safety in Employ-
ment Act 1992; and

“{c) would be excluded by section CX 20 from being a fringe
benefit if provided on the employer’s premises.

“Delined in this Act; emplovee, emplover, employment, (ringe benefi” .

Subsection (1) applies for a person’s liability for fringe benefit
tax for a period beginning on or after 1 April 2006.

Benefits provided by charitable organisations

Section CX 21 is renumbered as section CX 21(1) and “When
not fringe benefit” is inserted as the subsection heading.
After section CX 21(1), the following subscctions are added:
“When employer provides credit facilities

Subsection (1) does not apply, and the benefit provided is a
fringe benefit, if a charitable organisation provides a benefit to
an cmployee by way of short-tecrm credit facilities and the
value of the benefit from the short-lerm credit (acilities (or the
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employee in an income year of the employee exceeds 5% of
the employee’s salary or wages [or the income year.

“Meaning of short-term credit facilities

For the purposes of this section, a short-term credit facility

mcans an arrangement that—

“(a) cnables an employee of a charitable organization to
obtain goods or services thal have no connection with
the organisation or its operations by buying or hiring the
goods or services or charging the cost of the goods or
services to an account; and

“(b) places the liability for some or all of the payment for the
goods or services on the organisation; and

“(c)y is not a fringe benefit under section CX 9.7

Subsections {1) and (2) apply for a person’s liability for fringe

benefit tax for a period beginning on or after 1 April 2000.

New section CX 27B inserted
After scetion CX 27, the following 18 inserted:

“CX 27B Goods provided at discount by third parties

()

“(2)

(2)

“When this section applies

This section applies when an employer and a person who is
not associated with the employer have un arrangement
through which goods are provided by the person at a discount.

“When not fringe benefit
A discount provided by the person to an cmployee in a group
ol employees is not a {ringe benelit il—
“(a) the persen olfers a discount 1o a group of persons that—
“(i) negotiates the discount on an arm’s-length basis;
and
“(ii) does not include the group of employees; and
“(iii) is comparable in size to the group of employees;
and
“(b) the discount offered to the group of cmployees is the
same or less than the discount offered to the group
described in paragraph (a).”
Subsection (1) applies for a person’s liability for fringe benefit
tax for a period beginning on or after 1 April 2006.
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“(3)

(2)
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Meaning of unclassified benefit

In section CX 31(a), *CX 15" is replaced by “CX 15B™.
Subsection (1) applies for a person’s liability for fringe benefit
tax for a period beginning on or after 1 April 2006.

Government grants to businesses
Section CX 41(3) is replaced by the following:

“Exclusions

This section does not apply to—

“(a) alarge budgel screen production grant:

“(b) a grant made under the Agriculture Recovery Pro-
gramime for the Lower North Island and Eastern Bay of
Plenty, to the extent that the grant is made in respect of
expenditure—

“(i) incurrcd by the recipient before the grant; and
“(il) for which the recipicnt would be allowed a
deduction in the absence of section DF 1
{Government grants (o businesses).”
Subsection (1) applies for income years corresponding to the
2005-06 and subsequent tax years.

New sections CX 44B and CX 44C inserted
After section CX 44, the following is inserted:

“CX 448 Disposal of original share to share user by share

“(1)

26

supplier

“When this section applies

This section applies to a person who—
“(a) acquires a sharc—

“(i) for the purposcs of a busincss:

“(ii) [Tor the purposes ol an undertaking or scheme that
the person enters or devises with the purpose of
making a profit:

“(iil) for the purpose of disposing of the share:

“(iv) when in a business of dealing in shares; and

“(b) is the share supplier for a share-lending arrangement;
and

“(cy disposcs of the share to the share user as an original
share under the share-lending arrangement.
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“Proceeds from disposal of original shave
“(2) The consideration derived by the person for the original share
is excluded income.

“Exclusion
*(3) This section does not apply (o a share lending lee or a replace-
ment payment,

1 . . . oo .
"Diefined in this Act: excluded income, original share, share, share-lending
arrangement, share supplier, share user

“CX 44C Replacement payment
A replacement payment derived by a person under a returning
securities transfer is excluded income of the person it the
replacement payment is not intended to be economically
equivalent to a reward of ownership, in relation to an original
share, that would be assessable income for the person if
derived by the person.
“Defllltl)d in this Act: assessable income, original share, replacement paymend,

returning securities transter,

(2)  Subsectien (1) applies for income years beginning on or after

the day on which this Act receives the Royal assent.

36  New heading and sections DB 12B to DB 12E inserted
Afller section DB 12, the following is inserted:

“Returning securities transfers

“DB 12B Share supplier: cost of acquiring share after share-
lending arrangement
“When this section applies
*(1) This section applies to a person who—
“(a) is the share supplier tfor a share-lending arrangement;
and
“(b) acquires an original share or a replacement share—
“(i) under the share-lending arrangement:
“(i1) when the sharc-lending arrangement ends.
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“(2)

“3)

“DB

“(1)

“2)

“@3)

“DB

“(1)

“(2)

28

“Expendirure in purchase of replacement share

The person is not allowed a deduction for the cost of the
acquisition referred to in subseetion (1)({b).

“Link with subpari DA
This section overrides the general permission,

“Defined in this Act: deduction, seneral limitation, general permission, replace-
ment share. share. share-lending arrangement. share supplier, share user

12C Share user: cost of acquiring share in share-lending
arrangement
“When this section applies

This scction applics to a person who—
“(a) is the share user for a share-lending arrangement; and
“(b) acquires a share under the share-lending arrangement.

“Expendirure in purchase of replacement share

The person is allowed a deduction for the expenditure

incurred by the person in acquiring the share—

“(a) thc market value of the sharc, if the sharc is an original
sharc acquired from the share supplicr:

“(b) the cost of the share, il the share is a replacement share,

“Link with subpart DA
This section overrides the general permission. The general
limitations still apply.

“Delined in this Act: deduction, general limitalion, reneral permission, replace-
ment sharg, share, share-lending arrangement, share supplier, share uscr

12D Replacement payment under returning securities
transfer

“When this section applies
This section applies to a share user who incurs expenditure as
a replacement payment under a returning securities transfer.

“No deduction in some circumstances

A share user is not allowed a deduction for the replacement
payment if—
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“(a) the share supplier is a non-resident for whom—

“(i}) the replacement payment is not assessable
inceme; and

“(ii) the replacement payment is intended to be eco-
nomically equivalent to a reward of ownership. in
relation to an original share, that would be assess-
able income for the share supplicr if derived by
the sharc supplicr; and

“(ii1) the returning securities transfer is nol a share-
lending arrangement:

“(b) the replacement payment is not intended to be economi-
cally equivalent to a reward of ownership, in relation to
an original share, that would be assessable income for
the share supplier if derived by the share supplier.

“Link with subpart DA
*(3) This section overrides the general permission,

"Defined in this Act: asscssable income, deduction, general permission, non-
resident. onginal share. replacemenl payment. share-lending arrangement, share
supplier, share user, relurning securities transler

“DB 12E Imputation credits attached to replacement payment
under share-lending arrangement
“When this section applies

“(1) This section applies to a share user who makes a replacement
paymcent under a sharc-lending arrangement and attaches an

imputation credit to the replacement payment under section ME
BB.

“Deduction

“(2y A share user is allowed a deduction for the amount of the
imputation credit if the share user is allowed a deduction for
the replacecment payment.

“Link with subpart DA

“(3) This section supplements the general permission. The general
limitations still apply.

*Iactined in this Act: deduction, gencral limitation, gencral permission, imputation
credit, replacement payment, share-lending arrangement, share user”.
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37
(M

Research or development
Afler section DB 26(6), the following is inserted:

“Choice for allocation of deduction

“(6B) A person who has a deduction under this section lor expendi-

(2)

38
(N

)

(1)

40
(M

30

lure that is not interest may choose to allocate all or part of the

deduction—

“(a) to an income year after the income year in which the
person incurs the expenditure; and

“(b) in the way required by seetion EJ 21 (Allocation of
deductions for rescarch, development, resulting market
development).”

Subsection (1) applies for income years corresponding to the

2005-06 and subsequent tax years.

Some definitions

In scction DB 27(1), ¥scetion DB 26" is replaced by “scctions
DB 26, EE 1 (What this subpart does), EJ 20 (Deductions [or
market development—product ol research, development), and
EJ 21 (Allocation of deductions for research, development,
resulting market development)”.

Suhsection (1) applics for income years corresponding to the
200506 and subscquent tax years.

Adjustment for opening values of trading stock,

livestock, and excepted financial arrangements

In section DB 40(1)c), “arrangements).” is replaced by

“arrangements):™ and the following is added:

“(d) a right as a share supplier under a share-lending
arrangement to acquire original shares or replacement
shares, if the original shares are excepted financial
arrangements described in paragraph (c).”

In scction DB 40(4), “arrangements had™ is replaced by

“arrangements or right had™,

Subsections {1) and (2) apply for income years beginning on or

after the day on which this Act receives the Royal assent.

New section DC 15 inserted
Alter section DC 14, the lollowing is inserted:

10

15

20

25

30

35



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and
Misccllancous Provisions) Part 2 ¢l 43

“DC 15 Contributions to employees’ income protection

“(1)

“(2)

“(3)

(2)

41

42
(N

)

43
(1)

insurance

“When this section applies

This section applies when an employer has a liability 1o pay,
or contribute to the payment of, a premium under a policy of
income protection insurance for the benefit of a person who is
their employee.

“FExpenditure

An amount cqual to the amount that the cmployer pays or
contributes is trealed as expenditure incurred by the person in
deriving their assessable income. The amount is allocated o
the income year in which the employer makes the payment.

“Link with subpart DA

The general permission must be satisfied and the general

limitations still apply.

*Defined in this Act: amount, employee, employer, general permission, income
VeI, pay .

Subsection (1) applies for a person’s liability for fringe benefit

tax for a period beginning on or after 1 April 2006.

Deductions for business use
In section DE 2(1), in paragraph (a), “; or” is replaced by *:”.

Government grants to businesses

In scction DF 1(1), in paragraph (d), “exist.” is replaced by

“exist; and” and the lollowing is added:

“(e) the payment is excluded income under section CX 41
{Government grants to businesses).”

Suhsection (1) applics for income years corresponding to the
2005-06 and subsequent tax years.

When attributed CFC loss arises

Section DN 2{d) is replaced by the following:

*(d) at any time in the accounting period, the person is a
New Zealand resident who is not a certified resident;
and”.

15

20

30



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and

Part 2 ¢l 43 Misccllancous Provisions)

(2)  Insection DN 2, “certiflied resident” is inserted in the list of
terms defined in the Act

(3)  Subsections (1} and (2) apply for—

(a} a person who becomes a New Zealand resident on or
after 1 April 2006; and

(b) income years corresponding to the 2005-06 and subsc-
quent Lax years.

44  When FIF loss arises
(1) Section DN 6{1){c)(iv) is replaced by the following:

“(iv) the exempticn for a non-resident or certilied resi-
dent in seetion EX 35 (Income interest of non-resi-
dent or certified resident):”.

(2)  Section DN 6{1){e) is replaced by the following:

“(e) al any time in the year, the person is a New Zealand
resident who is not a certilied resident and holds the
attributing interest; and”.

(3) In section DN 6, “certified resident™ is inserted in the list of
terms defined in the Act.
(4)  Subsections (1) to (3) apply for—

(a) a persen who becomes a New Zealand resident on or
after 1 April 2006; and

(b)  income years corresponding to the 2005-06 and subse-
quent tax years.

45 Enhancements to land, except trees
(1)  In section DO 1{1),—

(a) In the words preceding paragraph (a), “A person” is
replaced by “Unless subsection (1B} applies, a person”:

(b  In paragraph (1}, “rabbit-proof.” is replaced by “rabbit-
proof:” and the following is added:

“(g) the regrassing and (ertilising of all types of pasture, il
the expenditure is not amortised under section D0 4.

(2) After section DO 1(1), the following is inserted:

“Exclusion

“(1B)Despite subsection (1){g), and except to the extent that the

expenditure relates to a type of pasture with an estimated
usetul life of 1 vear orless, a person is not allowed a deduction
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46
(1)

“(8)

)

47
(1)

under this section for an amount ol expenditure that is
incurred in the course of a significant capital actvity.”
Subsections (1) and {2) apply to expenditure incurred on and
after 1 April 2005.

Improvements to farm land

After section DO 4(7) (Link with subpart DA), the following
is inserted:

“Order in Council to umend Schedule 7

The Governor-General may from (ime o time by Order in
Council, make regulations to amend Schedule 7 so as to vary
the categories of improvements and percentages of dimin-
ished value of those improvements allowed as a deduction.”
Suhsection (1) applics for income years corresponding to the
2005-06 and subsequent tax years.

New section DV 10B inserted
After section DV 10, the following is inserted:

“DV 10B Distribution to member of co-operative company,

()

“(2)

“(3)

excluded from being dividend

“Deduction

A co-operatlive company, or a company owned by a co-opera-
live company, is allowed a deduction for a distribution made
for un income year to a member of the co-operative company
if an amount of the distribution is excluded by section CD 24B
(Distribution to member of co-operative company based on
member’s transactions) from being a dividend.

“Amount of deduction

The deduction lor the distribution is the amount that is
excluded by section CD 24B from being a dividend.

“Timing of deduction

The deduction for the distribution is allocated to the income
year for which the distribution is made.
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“4)

(2)

48

(M

(2)

49
(M

“Link with subpart DA

This section supplements the general permission. The general

limitations still apply.

"1efined in this Act: company, co-operative company, deduction, general permis-
sion, general limitation, income year, sharcholder™.

Subsection (1) applies for income years corresponding to the

2006-07 and subsequent tax years.

Trading stock, livestock, and excepted financial

arrangements

In section EA 1(1)(c), “arrangements).” is replaced by

“arrangements):” and the following is added:

“(d) a right as a share supplier under a share-lending
arrangement to acquire original shares or replacement
sharcs, if thc original sharcs arc cxcepted financial
arrangements described in paragraph (¢).”

Subsection (1) applies for income years beginning on or after

the day on which this Act receives the Royal assent.

New section EC 5B inserted
Afler section EC 3, the lollowing is inserted:

“EC 5B Transfer of livestock because of self-assessed adverse

“(1)

“(2)

34

event

“When this section applies

This section applies in an income year to livestock that is

donated, or supplied for consideration worth less than the

markct value of the livestock, to a recipicnt—

“(a) for usc in a farming or agricultural busincss that is
allected by a sell-assessed adverse event; and

*(b) by a donor or supplier who is not associated with the
recipient.

“Treatrment by donor or supplier

The donor or supplicr must treat the livestock as having on the

day of the transfer of the livestock—

“(ay no value, il the livestock is donated (o the recipient:

*(b) the value of the consideration provided by the recipient,
otherwise.

20

25

LS
h



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and
Misccllancous Provisions) Part 2 ¢l 51

“(3) The recipient must treat the livestock as having on the day of

)

50
(1)

2

“Treatment by recipient

the transfer of the livestock—

“{a) no value, if the livestock is donated to the recipient:

“(b) the valuc of the consideration provided by the recipient,
othcrwisc.

13 - . . - kil
Defined in Lhis Act markel value. sell-assessed adverse evenl .

Suhsection (1) applics for transfers of livestock in income years
corresponding (o the 2005-06 and subsequent lax years.

Valuation of excepted financial arrangements
The heading to section ED 1(1) is replaced by “Valuwion
method for excepred financial arrangement”.

Afller section ED 1(1), the following is inserted:

“Valuation method for right to acqtire share under share-
lending arrangement
g 8

“(1B) For a person who has a right as a share supplier under a share-

lending arrangement 1o acquire revenue account property that
is an excepted financial arrangement, the value of the right at
the end of each income year is the cost of the original share at
the time the person entered the share-lending arrangement.

“Valuation method for share acguired by share stupplier
under shure-lending arrangement

*(1C)For a person who is a share supplier under a share-lending

51

(M

arrangement and acquires an original share or replacement
share from the share user under the share-lending arrange-
ment, the value of the share at the end of each income year is
the cost of the original share at the time the person entered the
sharc-lending arrangement.”

Subsections {1) and (2) apply lor income years beginning on or
after the day on which this Act receives the Royal assent.

Transfers of certain excepted financial arrangements
within wholly-owned groups

In secion ED 2(1), the lollowing is inserted aller paragraph
(a)
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(2)

52
(1)

“(ab) the transfer of the excepled (inancial arrangement is not
made under a share-lending arrangement; and”.

Subsection (1) applies for income years beginning on or after
the day on which this Act receives the Royal assent.

What this subpart does
After section EE 1(4), the following is inserted:

“Choice for allocation of deduction—property used for
research, development

*(4B) A person who uses an itlem flor research or development in an

“(6)

2

54
(1)

36

income year, and as a result has an amount of depreciation

loss for the item for the income year, may choose to allocate

all or part of the deduction for the depreciation loss—

“{a) to an income vear after the income year for which the
person has the depreciation loss; and

“(b) in the way rcquircd by seetion EJ 21 (Allocation of
deductions lor research, development, resulting market
development).”

Subsection (1) applies for income years corresponding to the

2005-06 and subsequent tax years.

Economic rate

After section EE 25(5), the following is added:

“Application of section: acquisition date for depreciable
property

This section applies to economic depreciation rates required
to be set for items of depreciuable property that are—

“(a) plant or equipment acquired before 1 April 2005:

“(b) buildings acquired betore 19 May 2005.”

Subsection (1) applies for income years corresponding o the
2005-06 and subsequent tax years.

New sections EE 25B and EE 25C inserted
After section EE 25, the following are inserted:
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“EE 25B Tconomic rate for certain depreciable property
acquired on or after 1 April 2005

“What this section is about

“(1) This section is aboul setting the economic depreciation rale
that applies to a kind ol item of depreciable property.

“Exclusion

“(2) This section does not apply to buildings, fixed life intangible
property, or excluded depreciable property, for which an cco-
nomic ratc cannot be sct.

“Rute set by Commissioner

“(3) The Commissioner sets the rate trom time to time by—
“{a) following the procedure set out in this section; and
“(b) issuing a determination under section 91 AAF of the
Tax Administration Act 1994,

“Procedure for setting economic rate
“(4) To set the diminishing value rate tor a kind of item of depre-

ciable property, the Commissioner—

“{a) gets a figure by applying the formula in subsection (5) to
items of that kind; and

“(b) rounds thc figurc up or down to the ncarcst rate speci-
ficd in schedule 1B, column 1; and

*(¢) sets the same rate for some or all of the kinds of items of
depreciable property that are similar (o one another, il
the Commissioner thinks it is appropriate to do so hav-
ing regard to—
“(i) the rate calculated for each kind; and
“(ii) the reduction in compliance costs that is likely to

bc achicved.

*Formila
“(5) The formula is—

2
estimated useful life
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“(6)

“Definition of item in formula

In the formula, estimated useful life is the estimated useful
life of the item expressed in years.

*Iefined in this Act: Commissioner. depreciable property. diminishing value rate,

cconomic rate, estimated useful life, excluded depreciahle property, fixed life
intangible properly

“EE 25C Tconomic rate for depreciation of building acquired

“(1)

“(2)

“(3)

“(4)

38

on or after 19 May 2005

“What this section is about

This section is aboul selling the economic depreciation rate
that applies to a kind of item ol depreciable property that is a
building.

“Rate set by Commissioner

The Commissioner scts the rate from time to time by—

“(a) following the procedure sct out in this section; and

“(b) issuing a determination under section 91AAF of the
Tax Administration Act 1994,

“Procedure for setting economic rate

To set the diminishing value rate for a kind of item of depre-

ciable property, the Commissioncr—

“(a) gets a figure by applying the formula in subsection (4) to
items ol that kind; and

*(b) rounds the fligure up or down Lo the nearest rate speci-
fied in schedule 11B, column 4; and

“(¢) sets the same rate for some or all of the kinds of build-
ings that are similar to one another, it the Commissioner
thinks it is appropriate to do so having regard to—
“f1y  the rate calculated for cach kind; and
“(i1) the reduction in compliance costs that is likely to

be achieved.

“Formula

The formula is—
|
estimated useflul life

15

20



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and
Misccllancous Provisions) Part 2 ¢l 55

(5)

“(6)

)

55

“Definition of item in formula

In the formula, estimated useful life is the estimated useful
life of the item expressed in years.

“Coniracts existing at 19 May 2005

Despite subsection (1), a building that is the subject ol a contract

that was entered inte before 19 May 2005 must be wreated on

the basis of the ownership of the building immediately before

19 May 2005.

“I3efined in this Act: Commissioner. depreciable property. diminishing value rate,
cconomic rate, estimated useful life, excluded depreciahle property, fixed life
intangible property .

Suhsection (1) applics for income years corresponding to the

2005-06 and subsequent tax years.

New section EE 26B inserted
After section EE 26, the following is inserted:

“EE 26B TFlection in respect of certain depreciable property

()

“2)

acquired on or after 1 April 2005 and before 2005-06
income year

“Election

Subject Lo subsection (2), a person who acquired an item of
depreciable property that is not 4 building on or after 1 April
2005 and before the commencement of the person’s income
year corresponding to the 2005-06 tax year may elect to
calculate the depreciation loss for that item for income years
corresponding to the 2005-06 and subscquent tax years in
accordance with the cconomic depreciation rate determined
under sections EE 25B.

“Election to be made in return of inconie

For an item of depreciable property. an election under sub-
section {1) must be made in the person’s 2005-06 return of
income.

*Delined in this Act: dgpreciﬂlion loss, depreciable properly, economic deprecia-
tion rate. income ycar
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56 Items of low value

(1) In section EE 31(1) the subsection heading is replaced by
“Assets acquired on or before 19 May 20057

(2) In section EE 31{1)a), “(on or before 1% May 2005)” is
inserted after “acquires”.

(3)  Afer section EE 31(1), the following is inserted:
“Assels acquired after 19 May 2005

“(1B) This section applies when—

“(a) a person acquires (alter 19 May 20035), in an income
year, an item of property for a total cost of $500 or less;
and

“(b) the person uses the item, or has the item available for
use, in the income year; and

“(cy theitem would be depreciable property if the person did
not deal with it under this scction; and

“(d) the item has not and will not become part of any other
property that is depreciable property; and

“(e) the person is denied 4 deduction for the cost of the item
if the person does not deal with the item under this
section; and

“(f) the item is not acquired at the same time and from the
same supplicr as any other items to which the same
depreciation rate would apply if they were all treated as
items of depreciable property, although this paragraph
does not apply il—

“(1) the total cost of all the items is S500 or less; or

“(ii) the total cost of all the items that are not treated
by the person solely as trading stock, when the
items generally constitute the person’s trading
stock, is $500 or less.™

57  Consideration for purposes of section EE 37
(1)  After section EE 38 (1), the following is added:

“Amount derived may be nil or negative

“(1B)For the purposes of section EE 37, an amount that a persen
derives us consideration may be nil or a negative amount.”

(2)  Subsectien {1) applies for income years corresponding to the
200506 and subscquent tax years.

40
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58
(M

(2)

59
(1)

(2)

“(4)

(4)

60
(1)
(2)

61
(N

Other definitions

In section EE 38, in the delinition ol economic rate, “section
EE 257 is replaced by “section EE 25, 258, or 25C”.
Subsection (1) applies for income years corresponding to the
200506 and subscquent tax years.

ACC levies and premivums

In section EF 3(3), “column E (Months for payment of provi-
sional tax and terminal tax) is to be treated as if it were due
and pavable on the relevant date in column D of that part of
the schedule” is replaced by “column H (Dates for payment
of provisional tax) is treated as if it were duc an payable on the
relevant date in schedule 13, part A, column G for the per-
son’s corresponding income year”.

Section EF 3(4), other than the heading, is replaced by the
following:

For the purposes of subsection (3), references to the date in

schedule 13, part A, columns G and H (which refer 10 months

only and not days) are references to the day in the relevant

month that is fixed by the following:

“(a) the definition of instalment date in section OB | (Defini-
tions); and

“(b) sections MB 1{3), and MB 19 to 23 (which rclatc to provi-
sional tax instalments in transitional years), and MG 1
{(Payment ol terminal tax).”

In the list of defined terms for section EF 3, the references to
“first instalment date™, “secend instalment date™, and “third
instalment date™ are omitted.

Subsections (1) to (3) apply lor income years corresponding o
the 2007-08 and subsequent tax years.

Meaning of self-assessed adverse event
Section EH 36 is repealed.

Subsection (1) applies for income years corresponding o the
2005-06 and subsequent tax years.

Meaning of self-assessed adverse event
Scction EH 63 is repealed.
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(2)  Subsection (1) applies for income years corresponding (o the
2005-06 and subsequent tax years.

62 New heading and sections EJ 20 and EJ 21 inserted
(1) After scction EJ 19, the following is inscrted:

“Research, development, resulting market development

“EJ 20 Deductions for market development—product of
research, development

“Deduction affected

“(1) This section applies to a person who has a deduction for
cxpenditure that is not intcrest and is incurrcd—

“(a) on market development for a product that has resulted
from expenditure incurred by the person on research or
development; and

“(b) before the person first derives assessable income from
the use of the product; and

“{c) before the person begins commercial production of the
product.

“Choice for allocation of deduction
*(2) The person may choose to allocate all or part of the deduction
to an income year—
“(a) after the income year in which the person incurs the
expenditure; and
“(b) in the way required by section EJ 21.

“Delined in this Act: assessable mcome. deduction, development. income year,
rescarch

“EJ 21 Allocation of deductions for research, development,
resulting market development

“Deduction affected
“(1) This section applies for a person to—
“{a) a deduction, for expenditure incurred on research or

development, that the person chooses to allocate under
section DB 26{6B) (Rcscarch or development):
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*(b) a deduction, lor depreciation losses for an item used in
the research or development, that the person chooses o
allocate under section EE 1{4B) (What this subpart does):

“(c) a deduction, for expenditure incurred on market
development for a product that has resulted from expen-
diture incurred on research or development, that the
person chooses to allocate under section EJ 2042).

“Timing of allocated deduction
“(2) The person must allocate a deduction to an income year—

“(a) in which the person derives assessuble income that the
person would not have derived but for—

“(i) expenditure that gives rise to a deduction that
may bc allocated under this scetion:

“(i1) thc usc of an item for which the person has a
depreciation loss that may be allocaled under this
section:

“(b) to which the person would be permitted by Part I (Treat-
ment of net losses) to carry forwurd a net loss for the
income year in which the expenditure or depreciation
loss was incurred.

“Amount of dediection allocated to income vear

“(3) A person mustallocate Lo an income year an amount of deduc-
tions that is not less than the lesser of—
“(a) the amount of assessable income referred to in sub-
section (2)(a) that the person derives in the income year:
“(b) the amount of the deductions that has not been allocated
to carlicr income years.

*Delined in this Act: ﬂssessakﬂe income, deduciion, depreciation losses, develop-
ment, income year, rescarch™,

(2)  Subsectien {1) applies for income years corresponding to the
2005-06 and subsequent tax years.

63  What is an excepted financial arrangement?
(1)  After section EW 5(11), the following is inserted:

“{11B) A share-lending arrangement is an excepted financial
arrangement.”

(2)  Afler section EW 5(15), the following is inserted:
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“Certuin arrangenients to which certified resident is party

“(15B) An arrangement to which a certified resident is a party is an

64

(1)

“(7)

2

65
(N

“(D)

44

excepted financial arrangement for the certified resident if—

“(a) the certified resident is a non-resident when becoming a
party to the arrangement; and

“(b) no othcr party to the arrangement is a New Zealand
resident; and

“(c)y the arrangement is not for a purpose ol a business car-
ried on in New Zealand by a party to the arrangement.”

Subsection (1) applies for income years beginning on or after

the day on which this Act rcecives the Royal assent.

Subsection (2) applies for—

(a) a persen who becomes a New Zealand resident on or
after 1 April 2006; and

(b)  income years corresponding to the 2005-06 and subse-
quent tax years.

Consideration for agreement for sale and purchase of
property or services, hire purchase agreement, specified
option, or finance lease

Section EW 32(7), other than the heading, is replaced by the
following:

This section does not apply il the agreement, option, or
lease—
“(a) has lapsed or does not proceed:
“(b) is a transaction—
“(i) that is part of share-lending arrangement; and
“(ii) to which section EW 34B or EW 34C applies.”
Subsection (1) applies lor income years beginning on or alter
the day on which this Act receives the Royal assent,

Consideration when person enters rules: accruoed
obligation

Scction EW 37(1), other than the heading, is replaced by the
following:

This section applies to a person who is a party to a financial
arrangement if, when the person has an accrued obligation to
pay consideration under the arrangement, 1 or more of the
following situations arise:
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(3

66
(M

“(1)

“(a)y the person is a non-resident who becomes a party (o the
arrangement lor the purpose ol a business carried on by
the person through a fixed establishment in New
Zealand:

“(b) the person is a non-resident who—

“(i) becomes a New Zealand resident who is not a
certified resident: and

“(i) is not, immediatcly before becoming a New
Zealand resident, a party to the arrangement lor
the purpose of a business carried on by the person
through a fixed establishment in New Zealand:

“(c) the person is a certified resident for whom the arrange-
ment ceases to be an excepted financial arrangement
described in section EW 5{(15B):

“(d) the person is a certificd resident who becomes a New
Zealand resident who is not a certified resident, result-
ing in the arrangement ceasing o be an excepled finan-
cial arrangement described in section EW 5(15B):

“(e) the person stops using the arrangement for a4 private or
domestic purpose, resulting in the arrangement ceasing
to be an excepted financial arrangement described in
any of section EW 5(16) to (18).”

In section EW 37, in the list of terms delined in the Act,—

(a)  “certified resident” is inserted:

(by  “New Zealand resident” is inserted:

(¢}  “non-resident” is inserted:

(dy “resident in New Zealand”™ is omitted.

Suhsections (1) and (2} apply for—

(a)  a person who becomes a New Zealand resident on or
alter 1 April 2006; and

(b) income yeurs corresponding to the 2005-06 and subse-
quent tax yeurs.

Consideration when person enters rules: accrued
entitlement

Section EW 42(1), other than the heading, is replaced by the
following:

This section applies to a person who is a party to a financial
arrangement if, when the person has an accruced entitlement to
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(2)

()

67
(1)

46

receive consideration under the arrangement, | or more ol the
lollowing siwations arise:

“(@

“(b)

“(c)

“(d)

“(e)

the person is 4 non-resident who becomes a party to the

arrangement for the purpose of a business carried on by

the person through a fixed establishment in New

Zealand:

the person is a non-resident who—

“61y  becomes a New Zealand resident who 1S not a
cerlified resident; and

“(ii) is not, immedialely belore becoming a New
Zealand resident, a party to the arrangement for
the purpose of a business carried on by the person
through a fixed establishment in New Zealand:

the person is a certified resident for whom the arrange-

ment ccascs to be an excepted financial arrangecment

deseribed in section EW 5(15B):

the person is a cerlified resident who becomes a New

Zealand resident who is not a certilied resident, result-

ing in the arrangement ceasing to be an excepted finan-

cial arrangement described in section EW 5(15B):

the person stops using the arrangement for a private or

domestic purpose, resulting in the arrangement ceasing

to be an cxeepted financial arrangement described in

any of scction EW 5(16) to (18).”

In section EW 42, in the list of terms defined in the Act,—

(a)
(b)
(c)
(d)

“certified resident” is inserted:

“New Zealand resident” is inserted:
“non-resident” is inserted:

“resident in New Zealand™ 1s omitted.

Subsections (1} and (2) apply for—

(@)
(b)

a person who becomes a New Zealand resident on or
after 1 April 2006; and

income years corresponding to the 2005-06 and subse-
quent tax years.

New heading and section EW 52B inserted
After section EW 52, the following is inserted:
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“Treatment of original share acquired under financial

arvangement

“EW 52B Share supplier under share lending arrangement

“(D)

“2)

“(3)

2

68
(N

“When this section applies

This section applies to a person who—

“(a) acquires a share under a financial arrangement (the
original financial arrangement); and

“(b) is the share supplier for a share lending arrangement;
and

“(cy disposcs of the share to the share user as an original
share under the share lending arrangement.

“Treatment of veacquisition of original shure

If the person reacquires the original share under the share

lending arrangement, for the purposes of applying the finan-

cial arrangemcnts rules to the original financial

arrangement—

“(a) the person did not dispose of the original share 10 the
share user; and

“(b) the persen continued to own the original share until the
time that the person reacquired the original share.

“Treatmeni of acquisition of replacement share
If the person acquires a replacement share under the share
lending arrangement, lor the purposes of the financial arrange-
ments rules in relation 1o the original financial arrangement—
“(a) the replucement share is the share that the person
acquired under the original financial arrangement; and
“(b) the person continued to own the replacement share until
the time that the person acquired the replacement share.
*Delined in this Act: linancial arangement, linancial arrangemenis rules, original

sharc. replacement share, share, share lending arrangement. sharc supplicr, share
user .

Subsection (1) applies lor income years beginning on or alter
the day on which this Act receives the Royal assent.

Income interests on days of non-residence
The heading to section EX 16 is rcplaced by “Income
interests for certain purposes”.

47
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2

“(1)

()

“2)

69
(1)

Section EX 16(1), other than the heading, is replaced by the

lollowing:

This section applies for the purposes of determining the attrib-

uted CFC income or loss of a person for a period if the person

holds an income interest in the CFC on a day in the period.”

Section EX 16(2), other than the heading, is replaced by the

following:

For the purposes of calculating the attributed CFC income or

loss of a person for a period, the person has an income intercst

in a CFC of zcro on a day in the period if, on the day, the

person is—

“(a) amnon-resident:

“(b) a certified resident.”

In section EX 16, “certified resident™ is inserted in the list of

terms defined in the Act.

Subsections (1) to (4) apply for—

(a) a persen who becomes a New Zealand resident on or
after 1 April 2006; and

(b)  income years corresponding to the 2005-06 and subse-
quent tax years.

Section EX 17 replaced
Section EX 17 is replaced by the following:

“EX 17 Income interest for period if variations within period

“(1)

‘@)

“3)

48

“Section applies if income interest varies within period
This section applies if a person’s income interest in a CFC,
calculated under sections EX 8 to EX 16, varies between days
in a period.

“Weighted average

The person’s income interest for the period is the total of the
amounts for the peried, each of which is calculated using the
formula in subseetion (3) for a day in the pericd.

“Formula
The lormula is—
income interest for day
days in period
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“Definition of items in formula
“(4) In the formula,—
“(a) income interest for day is—
“(i) the income interest during the day, if the income
interest docs not vary during the day:
“(i1) the income interest at the start of the day, if the
income interest varies during the day:
“(b) days in period is the number of days in the period.
*Defined in this Act: CTC, income interest”.
(2)  Subsection (1) applies for—
(a) a persen who becomes a New Zealand resident on or
after 1 April 2006; and

(b)  income years corresponding to the 2005-06 and subse-
quent tax years.

70  Residence in grey list country
Section EX 24(1), except for the heading, is replaced by the
following:

“(1) For the purposcs of this subpart and subparts CQ (Attributed
income from forcign cquity) and DN (Attributed losscs from
loreign equity), a CFC is resident in a country listed in sched-
ule 3, part A (International tax rules: grey list countries) il—
“(a) the CFC is liable in the country to income tax on the

CFC’s income because the CFC—

“(i) is domiciled in the country:

“(ii) is resident in the country:

“(ii1) is incorporated in the country:

“(iv) has its placc of management in the country:

“(b) the CFC is organised under the laws ol the country and
the country—

“(i) imposes on persons holding income interests in
the CFC the liability for income tax on the CFC’s
income; and

“(ii) under the laws of the country, is the source of
80% or more of the income of the CFC.”

71 Grey list exemption
Section EX 33(1), except for the heading, is replaced by the
following:
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*(1) A person’s rights in a FIF in an income year are nol an
altributing interest if, at all times in the income year—
“(a) the FIF is not an entity described in schedule 4, part B
(Foreign investment funds); and
“(b) there is a country listed in schedule 3, part A (Interna-
tional tax rules: grey list countries} that in relation to the
FIF satisfics at least 1 of the grounds for exemption
given by subsections (1B) and {1C).
“First ground for exemption
“(1B) The country—
“(a) 1is the residence of the FIF under scetion OE 2(3) to (6)
{Determination of residence ol company); and
“(b) imposes on the FIF liability lor income tax on the FIF’'s
income because the FIF—
“(i) is domiciled in the country:
“(ii) is resident in the country:
“(iii) is incorporated in the country:
“(iv) has its placc of management in the country:

“Second ground for exemption
“(1C) The country—

“(a) is the country under whose laws the FIF is organised;
and

“(b) imposes on persons holding income interests in the FIF
liability for income tax on the FIF' s income; and

“(c) under the laws of the couatry, is the source of 80% or
more ol the income ol the FIF.”

72 Section EX 35 replaced
(1) Section EX 35 is replaced by the following:

“EX 35 Income interest of non-resident or certified resident
A person’s rights in a FIF at any time are not an attributing
interest if—
“(a) the person is a natural person; and
“(b) the person acquires the rights when a non-resident or
certified resident; and

S0
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)

73
(M

“(2)

(2)

(3

(4)

74

“(c)y the person is a non-resident or certified resident at the
lime.

“Defined in this Act: guributing interest, certified resident, TTF, New Zealand

resident. non-residenl .

Suhsection (1) applics for—

(a)  a person who becomes a New Zealand resident on or
alter 1 April 2006; and

(b) income yeurs corresponding to the 2005-06 and subse-
quent tax years.

New resident’s accrued superannuation entitlement
exemption
Section EX 36(2) is replaced by:
“Rights accruing before or after becoming resident
The rights must have accrued during a period—
“(a) [for which the person is not a New Zealand resident:
*(b) for which the person is a New Zealand resident and
that—
“(i) begins with the time at which the person becomes
a New Zealand resident; and
“(ii) ends before the commencement of the fifth
incomge year following the income year in which
the person becomes a New Zealand resident.”
In section EX 36(3), “before the person first became a resi-
dent” is omitted.
In section EX 36(4)(a), “on the day on which the person first
became a New Zealand resident™ is replaced by “described in
subsection (2)”,
Subsections (1) to (3) upply for—
(a} a person who becomes a New Zealand resident on or
after 1 April 2006; and
(b) income years corresponding to the 2005-06 and subsc-
quent tax years.

Comparative value method

In section EX 44(6), “including income tax on the income of
the FIF for which the person is liable in the country in which
the FIF i resident™ is inscrted after “interest”.
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76
(M

4

&)

77
(N

Deemed rate of return method

In section EX 45(6)(b), =, including income tax on the income
of the FIF for which the person is liable in the country in
which the FIF is resident,” is inserted atter “interest™.

Migration of persons holding FIF interests

Section EX 52(3)(a} is replaced by the following:

“(a) is a nmon-resident or a certified resident; and

“(ab) becomes a New Zealand resident who is not a certified
resident; and™.

In section EX 52(3)(¢), “change of residence” is replaced by

“change of residence or status™,

Section EX 52(5)(a) is replaced by the following:

“(a) ccascs to be—

“(i) a New Zealand resident who is not a certified
resident, and becomes a non-resident;

“(ii) a non-resident or a certified resident, and
becomes a New Zeuland resident who Is not a
certified resident; and”™.

In scction EX 52, in the list of terms defined in the Act,—

(ay  “certified resident™ is inserted:

(b)  “New Zealand resident™ is inserted:

(¢}  “non-resident” is inserted:

(d)  “resident of New Zealand” is omitted.

Suhsections (1) to (4) apply for—

(a} a person who becomes a New Zealand resident on or
alter 1 April 2006; and

(b) income years corresponding to the 2005-06 and subse-
quent tax years.

Section EZ 29 replaced
Scction EZ 29 is replaced by the following:

“EZ 29 Disclosure restrictions on grey list CFCs before

2011-12

“No attributed CFC income from taxoeble distribution

“(1) No attributed CFC income arises under section EX 19 (Taxu-

ble distribution from non-qualifying trust) in respect of a
person’s income interest in a CFC if subseetion {4) applies.

20

25

30

LS
h



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and
Misccllancous Provisions) Part 2 ¢1 77

“(2)

“(4)

(5)

“(6)

“No branch equivalent income or loss

No branch equivalent income or loss arises under section
EX 21 {(Branch equivalent income or loss: calculation rules) in
respect of a person’s income interest in a CFC if subsection (4)
applies.

“No FIF income or foss

No FIF income or loss arises under section EX 46 (Additional
FIF income or loss if CFC owns FIF) in respect of a person’s
income interest in a CFC if subsection {8) applies.

“Application of suhsections {1) and (2)

Subsection (1) or (2} applies in respect ol a persen’s income

interest for an accounting period in a CFC il—

“(a) the income interest arises from an interest of the person
in a CFC that satisfies subsection (8); and

“(b) the person holds information that would, if considered
by the Commissioner, satisfy the Commissioner under
subsection (7).

“Application of subsection (3)

Subsection (3) applies in respect of a person’s income interest

for an accounting period in 4 CFC if—

“(a) the income interest satisfies subseetion (6); and

“(b) the person holds information that would, if considered
by the Commissioner, satisfy the Commissioner under
subsection (7).

“Relevant grey list CFC
An interest in a CFC satisfies this subsection for an accounting
period if the CFC is, throughout the accounting period,—
“{a) resident in a country on the grey list; and
“(b) quoted on the official list of a recognised cxchange in
the country; and
*(cy under the rules of the country or the rules of the
exchange,—
“(i) prevented from disclosing to the persen informa-
tion necessary for calculating attributed CFC
inceme or loss or FIF income or loss:
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“(7)

“(8)

(2)

78
(M

“(ii) required, as a result of the disclosure, 10 make a
further disclosure of information that would be
harmful to the commercial interests of the CFC.

“Person must satisfy Commissioner

For this scction to apply in respect of a person’s income
interest for an accounting period in a CFC, the person must
hold information that would satislTy the Commissioner thal,
for the accounting period, an elfect of the law or rules referred
to in subsection (6) is that the person cannot calculate the attrib-
uted CFC income or loss or FIF income or loss in respect of
the income interest.

“Section terminates after 2010-11 income veur

This section does not apply 10 the (ax on income derived in an

income year alter the 2010-11 income year.

“Defined in this Act: accounting period, attributed CTC income, attributed CTC
income or loss, branch equivalent income or loss. Commissioner. CFC, FIF, FIF
ncome or 10§§‘ orey 1181, ncome, meome inlerest, income vear, recognised
exchange, tax

Subsection (1) applies for income years corresponding to the

200607 to 2010-11 income years.

New subpart FCB inserted
Alter subpart FC, the lTollowing is inserted:

“Subpart FCB—Emigration of resident companics

“FCB 1 Tax effects of company becoming non-resident to

“(1)

‘@)

s4

reflect tax effects of liquidation

This subpart applies to an emigrating company, which is a
company that—

“(a) is a New Zealand resident; and

“(b) ccascs to be a New Zealand resident.

The intended effect of this subpart and related provisions of
the Act is that, for the purposes of the Act, the effects on an
emigrating company and its shareholders when the emigrating
company becomes a non-resident reflect the effects that would
have resulted if—

“(a) immediately before the emigration time—
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“(i) the emigrating company disposed of its property
at market value; and

“(ii) the emigrating company went into liquidation;
and

“(iii) the amount available for distribution in the liqui-
dation were distributed as dividends to the share-
holders of the cmigrating company; and

“(b) at the cmigration time, the cmigrating company wcere
reflormed as a foreign company thal—

“(i} had the same ownership and business activities as
those of the emigrating company immediately
before the emigration time; and

“(ii) had acquired at market value the property of the
emigrating company immediately before the emi-
gration time.

“FCB 2 Emigrating company treated as paying distribution to
shareholders

Immediately before the emigration time for an emigrating

company—

“(a) thc cmigrating company is trcated as paying, as divi-
dends, a distribution in moncy to sharcholders of the
amount that would be available or distribution to the
shareholders i, immediately belore the emigration
time, the emigrating compuany—

“(iy disposed of its property at market value; and
*(ii) went into liquidation; and

“(b) each sharehclder in the emigrating company is treated
as being paid by the emigrating company, as a dividend,
a distribution in moncy of thc amount to which the
shareholder would be entitled in such a liguidation.

“FCB 3 Emigrating company treated as disposing of property
and immediately reacquiring property
An emigrating company is treated as, immediately before the
cmigration time for the emigrating company,—
“(a) disposing of the property of the emigrating company to
another person lor consideration equal o the market
value of the property at the emigration time; and
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(2)

79
(H
(2)
80
(H
(2)

81
(M

“(b) acquiring the property referred 1o in paragraph (a) from
the other person for consideration equal o the amount
referred to in paragraph (a).”

Subsection (1} applies for—

(a} a company that becomes a non-resident on or after
21 March 2005; and

(b) income years corresponding to the 2005-06 and subse-
quent Lax years.

Amalgamation of companies: purpose

In section FE 1(2)(a), “MB 11" is replaced by “MB 34™.
Subsection (1) applies [or income years corresponding 10 the
200708 and subsequent tax years.

Arrangement to defeat application of depreciation
provisions

In section GC 6, “For the purposcs of scctions EZ 16 to EZ 18
and FF 15, where” is replaced by I,

Subsection (1) applies for income years corresponding to the
2005-06 and subsequent tax years.

New section GC 17B inserted
Afler section GC 17, the following is inserted:

“GC 17B Fringe benefit tax: arrangement void

“(1)

56

If an arrangement is void under section BG 1, the amount of
cxcluded income under scction CX 3 of a person affected by
the arrangement may be adjusted by the Commissioner in the
manner the Commissioner thinks appropriate, so as Lo
counteract any tax advantage obtained by that person from or
under the arrangement, and without limiting the generality of
this subsection, the Commissioner may have regard to—
“(a) the amount of excluded income as, in the Commis-
sioner’s opinion, the person would have, or might be
cxpected to have, or would in all likelihood have, had if
the arrangement had not been made or entered into; or
*(b) the amount of excluded income as, in the Commis-
sioner’s opinion, the person would have had if they had
been allowed the benefit of some or all the excluded
income, as the Commissioner considers proper, derived
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“2)

(2)

82
(M

(2)

by any other person or persons as a result ol the
arrangement,

It an amount of excluded income is included in the income of
a person under subseetion (1), then, for the purposes of this Act,
that amount is not included in the income of any other
person.”

Subsection (1) applies for a person’s liability for fringe benefit
tax for a period beginning on or after 1 April 2006.

Sale or other disposition of trading stock for inadequate
consideration

In section GD 1(1}, “subsection (2)” is replaced by “subsec-
tions (1B) and (2)”.

After section GD 1(1), the following is inserted:

“Exclusion

“(1B) Subsection (1) does not apply to a share disposed of by a share

(3

(4)

&)

83
(1)

2

user to a share supplier under a share-lending arrangement.”
Scction GD 1{4)(b} is replaced by the following:
“(b) is donated, or supplied for consideration worth less than
the market value of the trading stock, to a person—
“(i) for use in a farming, agriculrural, or fishing busi-
ness that is affected by a self-assessed adverse
cvent: and
“(i1) by a donor or supplicr who is not associated with
the person.”
Subsections {1) and (2) apply for income years beginning on or
after the day on which this Act receives the Royal assent.
Suhsection (3} applics for transfers of trading stock in income
years corresponding 1o the 2005-06 and subsequent tax years.

Returns, assessments, and liability of consolidated group
In section HB 1{5)(b), “section MB 7(1) does” is replaced by
“sections MB 29 and MB 30 do”™.

Subsection (1) applies [or income years corresponding 10 the
200708 and subsequent tax years.
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84

(M

(2)

85

86
(M

Payment of qualifying company election tax

In section HG 12(2)(¢), “section 120K™ is replaced by “sec-
tions 120KB to 120KE™.

Subsection (1) applies for income years corresponding to the
200708 and subscquent tax years.

Interpretation
In section HH 1(7), “paragraph (b) of” is inserted before “the
definition”.

Trusts settled by persons before hecoming resident
Section HH 2(1) is replaced by the lollowing:

“(1A) This section applies to a trust if—

“(1)

(2)

()

87
(M

58

“{a) asettlor of the trust is a natural person who on a day (the
transition day) becomes a New Zealand resident who
is not a certified resident: and

“(b) the trust would be a forcign trust in relation to a distri-
bution made (rom property ol the trust il the distribution
were made on the day immedialely before the settlor
became 4 New Zealand resident.

If this section applies to a trust, a settlor, trustee, or beneficiary

of the trust may, within 12 months of the transition day, clect

under scction HH 4(7) to satisfy the incomce tax liability in
respect of the taxable income ol the trustee of the trust.”

In section HH 2(3)(a), “the day on which the settlor first

became resident in New Zealand” is replaced by “the transi-

tion day™.

Subsections (1) and (2) apply [or—

(a)  a person who becomes a New Zealand resident on or
after 1 April 2006; and

(b) income yeurs corresponding to the 2005-06 and subse-
quent tax years.

Trustee income
Section HH 4(3)(a) is replaced by the lollowing:

“{a) any settlor of the trust is a New Zealand resident who is
not a certified resident; or”
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2

(3

In section HH 4(3B}, in the words belore paragraph (a), “resi-
dent in New Zealand at any time during the tax year” is
replaced by “at any time in the tax year a New Zealand
resident who is not 4 certified resident”.

After scetion HH 4(3B), the following is inscricd:

“(3BB) Subsection (3B) does not apply lor an income year (0 a

(4)

88
(1)

)

89
(1)

(2)

New Zealand resident trustee of a foreign trust to which see-
tions 22(2)(fb) and {m}) and 59B of the Tax Administration Act
1994 apply if—

“{a) the New Zealand resident trustee, having been given
notice of the Commissioncr’s intcntion to prosccute the
trustee under section 143(1){d) of the Tax Administration
Act 1994, lails 10 become a qualilying New Zealand
resident trustee within 30 days ol the notice:

“(b) there is no qualifying New Zealand resident trustee of
the foreign trust for the income year and there is a
record for the income year that—

“(i) section 22 of the Tax Administration Act 1994
requires the New Zealand resident trustee to
keep; and

“(ii) the Commissioner requests be produced flor
inspection; and

“(ii1) is not produced for inspection.”

Subsections (1) and {2) apply for income years corresponding to

the 2005-06 and subscquent tax years.

Application of other provisions to withdrawal tax

In section IZ 7(b), “section 120K” is replaced by “sections
120KB to 120KE™.

Suhsection (1) applics for income years corresponding to the
2007-08 and subsequent tax years.

Rebate in certain cases for children

Section KC 2(e) is replaced by the following:

“(cy 8351

Subsection (1) applies for income years corresponding to the
2006-07 and subsequent tax years.
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90
(M

(2)

91

Calculation of family tax credit

In secticn KD 3(1), alter paragraph (b) of the definition of

qualifying person, the following is inserted:

“(bb) is not a certified resident; and

“(bc} is not the spousc, civil union partner, or de facto partner
of a certificd resident: and™.

Subsection (1) applies for—

(a) a persen who becomes a New Zealand resident on or
after 1 April 2006; and

(b)  income years corresponding to the 2005-06 and subse-
quent tax years.

Credit of tax for imputation credit
After section LB 2(1), the following is inserted:

“(1B) A taxpaycr who rceeives an imputation credit as a share uscr

92

“(1)

in a returning sccurities transfer is not entitled under subsection
(1 1o a credit of tax.”

Foreign tax credits: CFCs

Section LC 4(1) is replaced by the following:

Subjcct to this scction, a person who has attributed CFC

income lor an income year in respect ol an income interestin a

controlled foreign company is allowed a credit against the

person’s income tax liability for—

“(a) income tax paid or payable in New Zealand or unother
country or territory by the controlled foreign company
in respect of the attributed CFC income:

“(b) withholding tax paid or payablc in New Zealand or
anothcr country or territory on hehalf of the controlled
foreign company in respect ol the attributed CFC
income:

“(c) income tax paid or payable in a country or territory
other than New Zeuland by the person in respect of the
attributed CFC income.

“(1B) For the purposcs of this scction, income tax or withholding tax

60

paid or payable in a currency other than New Zealand cur-
rency must be converted into New Zealand currency by, at the
option of the person who has the attributed CFC income,—
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“(a) applying the ¢lose of trading spot exchange rate appli-
cable on the date when the income tax or withholding
tax was paid or became payable; or

“(b) applying the average of the close of truding spot
exchange rates for the 15th day of each complete month
falling within the period to which the attributed CFC
income rclates.

*(1C) The Commissioner must amend an assessment ol a person [or

93

(H

(2)

94

an income year to reflect the amount of a credit under sub-

section (1) to which the person is entitled if—

“(a) the amount of the credit cannot be determined before
the time by which the person must file a return of
income for the incomce year; and

“(b) thc Commissioner rceeives a written request for the
amended assessment [rom the person within 4 years
alter the end of the income year.”

Resident withholding tax deductions to be credited
against income tax assessed

In section LD 3(2), in the words before paragraph (a), ©, not
being a replacement payment made under a share-lending
arrangement,” is inserted after “any amount of resident with-
holding income™.

Subsection (1) applies for income years beginning on or after
the day on which this Act rcecives the Royal assent.

Underlying foreign tax credits generally, and

interpretation

Section LF 1(1)(a) is repluaced by the following:

“(a) allows in certain circumstances a company resident in
New Zealand to claim a credit against a liability to pay a
dividend withhelding payment in respect ol a loreign
withholding payment dividend paid by a loreign com-
pany; and

“(ab) provides that the amount of the credit, in general terms,
be calculated to reflect a proporticnate share of the New
Zealand and foreign income tax paid, or deemed to be
paid,—

6l
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95

%
(1)

)

“{(i) on the income ofl the lforeign company that gives
rise 1o the foreign withholding payment dividend;
and

“(ii) by the company, the foreign company, or another
company directly or indirectly funding the for-
eign withholding payment dividend; and™.

Amount of underlying foreign tax credit

In section LF 3(1)—

(a) in the definition of item a, “and without any reduction
under section section D 10B” is inserted after “withhold-
ing tax™:

(b) inthe definition of item b, “by the company™ is replaced
by “on the income of the company™.

Dividends from grey list companies
Section LF 5(1)(b) is replaced by the following:
“(b) for all cligible accounting ycars, a country or territory

specificd in schedule 3, part A—

“(i) isthe residence ol the company under section OE
2(3) 1o (6) and imposes on the company liability
for income tax on the company’s income because
the company is domiciled in the country, is resi-
dent in the country, is incorporated in the coun-
try, or has its place of management in the
country:

“(i1) is the country under whose laws the company is
organised and imposes on persons holding
income interests in the company a lability lor
income tax on the company’s income and is the
source of 80% of the company’s income; and”

In scction LF 5(1)c¢), “the company has in rcspect of all
cligible accounting years, for the purposcs of income tax in
the country or erritory, calculated its income liable 1o income
tax” is replaced by “for all eligible accounting years, the
income of the company that is liuble to income tax in the
country or territory is calculated”.
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97

98
(M

2)
()

(4)

99
(1)
SSMB

()

“(2)

Procedures with respect to underlying foreign tax credit

In section LF 6(4), “a company is treated as having no amount
of income tax paid or payable with respect to its earnings” is
replaced by “no amount of income tax is paid or payable in
respect of earnings of a company”.

Provisional taxpayer affected by qualifying event

In the heading 1o secticn MB 3B, “qualifying event” is

replaced by “self-assessed adverse event”.

Section MB 3B(1) is replaced by the following:

This section applies (0 a taxpayer with a farming, agricultural,

or lishing business that is significantly alTected by a sell-

assessed adverse event”.

In section MB 3B(3).—

(a} paragraph (a) is replaced by the following:

“(a) the taxpayer's business is significantly alfected by the
self-ussessed adverse event; and™

(b)  in paragraph (b), in the words before subparagraph (1),
“a qualifving event™ is replaced by “the self-assessed
adverse event™.

Subsections (1) to (3) apply lor income years corresponding o

the 2005-06 and subsequent tax years.

New section MB 11B inserted

After section MB 11, the following is inserted:

11B Transitional provisions relating to alignment of
dates of pavment for provisional tax and GST

“Aligning tuxable periods

For a provisional taxpayer with a GST lability, il a change in
balance date means that the taxpayer’s taxable peried is not
aligned with the balance date, an adjustiment must be made to

their taxable period under seetion 15AB of the Goods and Ser-
vices Tax Act 1985.

“Application of subsections (3) and (4)

Subsections (3) and {(4) apply when a provisional taxpayer with a
GST liability changes under section 158B of the Goods and
Services Tax Act 1985 their cycle of tuxable periods.
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“When taxable periods aligned
“(3) The change tukes effect as described in section 154B of that Act
if the following coincide:
“{a) the end of the taxable period in which the taxpayer—
“(i) applics to change the basis on which the tax-
paycr’s taxable period is sct:
“(ii) is required w change the basis on which the tax-
payer’s taxable period is set
“(b) the start of the taxable period in the taxpayer’s new
cycle.

“When taxable periods not aligned

“(4) Tf suhsection (3) docs not apply, the taxpayer must continue to
use the taxpayer’s existing cycle until the end ol the next
taxable period or which the end coincides with the start of a
taxable period in the new cycle.”

(2)  Subsectien {1) applies for income years corresponding to the
200607 income year.

100  Subpart MB replaced
(1) Sections MB 2 to MB 12 are replaced by the following:

“Introductory provisions
“MB 1 Outline of subpart
“When this subpart applies
*(1) Sections MB 2 to MB 38 apply (or the purposes ol the provisional
tax rules to determine—
“(a) who pays provisional tax:
“(b) a taxpayer’s provisional tax liability for a tax year, and
the methods for calculating the amount payable:
“(cy thc number of instalments and the instalment dates for
an income ycar:
*(d) how the amount of an instalment is determined:
“(e) the payment of provisional tax in transitional years:
“(f) the application of the rules relating to use of money
interest, late payment penalties, and shortfall penalties.
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“(2)

“Amount treated as income tax

The provisions of this Act and the Tax Administration Act
1994 apply in relation to an amount that a person is liable to
pay under the provisional tax rules as if the amount were
income tax imposcd under scection BB 1 (Imposition of
income tax).

“Instalment dates

In this subpart, a reference to an instalment classified by the
letters A to H is a reference to a date in the table in schedule 13,
part & (Dates for payment of provisional tax) on which an
instalment of provisional tax (A to F) or terminal tax (G and
H) is payablc by a provisional taxpaycer for an income year
that corresponds o a tax year.

“Defined in this Act: amount. income Lax, income vear, instalment date. pay.

provisional Lax, provisional x rules, provisional taxpayer, shortlall penally. tax
wear, terminal tax, transitional year

“MB 2 Who pays provisional tax?

“(D)

“(2)

“Meaning of provisionul taxpayer

A provisional taxpayer, for a tax year, means—

“{a) a person whose residual income tax for the tax year is
S$2.,500 or more; or

“(b) a person who chooscs under seetion MB 3 to be a provi-
sional taxpaycr.

“Exclusions

The following persons are not provisional taxpayers:

“{a) a company that does not have a fixed establishment in
New Zealand and is not treated as resident in New
Zcaland:

“(b) a person to whom scction 33A of the Tax Administra-
tion Act 1994 applies:

“(c) a non-resident contractor as defined in regulation 2 of
the Income Tax (Withholding Payments) Regulations
1979 who has not been issued with an exemption certifi-
cate by the Commissioner for the tax year under regula-
tion 5.
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“3)

“No obligarion

A person has no obligation to pay provisional tax for a tax
year if their residual income tax for the preceding tax year is
less than $2.500.

“Delined in (his Act: company, lxed establishment. New Zealand, non-residend,
provisional taxpayer, resident in New Yealand, residual income tax, tax year

“MB 3 Becoming provisional taxpayer by election

A taxpayer, when first providing a return of income for a tax
year, may choosce to be a provisional taxpayer for the tax year
i—
“(a)y they have paid provisional tax of $2,500 or more on or
belore—
“(i) the date of instalment F for the corresponding
income year; or
“(ii) the final instalment date in a transitional vear; and
“(b) they have, on the day on which the first payment of
provisional tax is made for the tax ycar, a rcasonable
cxpectation that they arc a provisional taxpayer for the
tax year, other than by this election,
*Defined in this Act: corresponding income year, final instalment, instalment date.

provisional tax, provisional taxpayer. relurn of income, 1ax year, laxpayer, (tansi-
tional ycar

“Calculation of provisional tax liability

*MB 4 Methods for calculating provisional tax liability

“(1)

“2)

60

“Choice of method

The provisional tax pavable by a provisional taxpayer for a tax
year must be calculated using 1 of the methods described in
subsections (2] to (6).

“Standard method

As the standard method, the amount of provisional tax pay-
able for the tax year is 105% of the taxpayer’s residual income
tax for the preceding tax year, determined under section MB 5.
However, the amount is 110% of the residual income tax lor
the Lax year belore the preceding tax year il—
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“@3)

“(4)

“5)

“(6)

“(7)

“(a) the taxpayer is required to provide a return ol income
for the preceding tax year but the return is not due on or
before an instalment date through the application of
section 37 of the Tax Administration Act 1994 or an
extension granted under that section; and

“(b) the taxpayer has not provided the return on or before the
instalment date; and

“(cy theinstalment date is not the date of instalment F for the
corresponding income year.

“Orher methods: relationship with stundavd method

Subsections (4) to (6} override subsection {2).

“Estimation method

A laxpayer may make an estimate of their residual income tax
under section MB 6 as their provisional tax liability lor the tax
year.

“GST ratio method

A taxpaycr who is cligible under section MB 15 may choosc to
usc a GST ratio under section MB 7 for the purposcs of deter-
mining their provisional tax lability lor the tax year.

“Commissioner’s determination

It the Commissioner determines a taxpayer’s provisional tax
liability under section 119 of the Tax Administration Act 1994,
thc amount is that last determined by the Commissioner and
notificd to the taxpayer at lcast 30 days before the instalment
date. The 30 day requirement does not apply in a case (o
which section 119(1){d) applies (which relates 10 an estimate of
residual income tax that is not fair and reasonable).

“Life insurance business

A provisional taxpaycr, who carrics on a business of provid-
ing lifc insurance and who is lable for income tax under the
lile insurance rules, must at the time they determine their
provisional tax liability provide the Commissioner with
detuils of the calculation of that liability, in particular, the
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extent to which the amount of that provisional tax relates 1o
the policyholder base.

"Defined in this Act: amount. husiness, Commissioner, corresponding income
year, OST ratio, instalment date, life insurance, lile insurance rules, notily, pay.
policyholder base, provisional (ax, provisional laxpayer, qualilving event,
residual income tax, return of income, tax vear, taxpayer

“MB 5 Determining residual income tax

“(D)

“(2)

“(3)

“4)

68

“When this section applies

This section applies for the purposes of section MB 4{2) and the
calculation of the amount of provisional tax payable for a tax
year under the standard method.

“Assessment for preceding tax vear

The taxpayer’s residual income tax lor a tax year is based on
their assessment for the preceding tax year unless the Com-
missioner has issued a notice of assessment for the tax year at
least 30 days before the relevant instalment date, in which
case it is based on the Commissioner’s assessment for the
preceding tax year.

“Commissioner’s assessment for preceding rux year

The taxpayer’s residual income tax is based on the Commis-

sioner’s assessment for the preceding tux year, whenever the

assessment is made, if—

“(a) the taxpayer is required under section 37 of the Tax
Administration Act 1994 to provide a return of income
for the preceding tax year but has failed to do so by the
relevant instalment date; or

“(b) the taxpayer is not required under section 37 10 provide
a return by the relevant instalment date, and subsections
(2) and (4) do not apply.

“Residual income tax for preceding rax year

The amount of provisional tax payable for a tax year i8 the

amount of residual income tax for the preceding tax year if—

“(a) the taxpayer is nol required (o provide a return of
income [or the preceding tax year; or

“(b) the taxpayer’s residual income tax for that tax year was
less than $2,500 and they were not required to provide,
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“(3)

“©)

“MB

()

“(2)

“(3)

and have not provided, a return ol income [or that tax
year by the date ol instalment F {or the corresponding
income yeuar.

“Later increased assessment

If the Commissioner asscsses a taxpaycer’s income tax liability
after the duc date for an instalment of provisional tax and the
laxpayer’s residual income tax is increased by the assessment,
the residual income Lax is treated lor the purposes ol the
provisional tax rules as it it had not been increased.

“Transitional years and consolidated groups

Residnal income tax in transitional years is calculated under

section MB 19. For consolidated groups of companics, the

calculation is made under section MB 30.

“Defined in this Acl: amounl, assessment, Commissioner, consolidated group.
corresponding income vear, income lax liability, mstalment date. nolice, pay,

provisional tax, residual income tax, retuen of income, tax year, taxpayer, transi-
tional year

6 Estimation method
“When this section applies
This section applies lor the purposes ol section MB 4{4) and the

calculation of the amount of provisional tax payable for a tax
year under the estimation method.

“Fair and reasonable estimate

On or before an instalment date, a provisional taxpaycer may
make a lair and reasonable estimate ol their residual income
lax for the tax year by providing a statement ol the estimale (o
the Commissioner. The estimate may be a revised estimate.

“Reasonable care in making and maintaining assessment

A taxpayer who makes an estimate under subsection {2) must
take rcasonable carc in making it, and must revise the cstimate
for the tax year il, al some lime in the tax year, the amount
estimated is no longer [air and reasonable.
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“4)

(5)

“(6)

“Estimation higher than provisional tux paovable

If a taxpayer estimates their residual income tax and the esti-
mate is more than the provisional tax that is payable for the tax
year, they are treated as having taken reasonable care in mak-
ing the cstimatc.

“Changing determination method from GST ratio

If, under section MB 17(5), a tuxpayer changes they way they
determine the amount of provisional tax after the date of an
instalment, they must estimate their residual income tax for
the income vear, and must pay provisional tax on whichever
of instalment dates B, D, and F for their corresponding income
year occur after 30 days from their last ratio instalment date.

“Disaster relief

A taxpayer who is significantly affected by a self-assessed

adverse event may make an estimate of their provisional tax

under section MB 38, and that section overrides this section.

“Defined in this Act: amount, Commissioner, comesponding income year, GST
ratio. income ycar, instalment date, pay, provisional tax, provisional taxpayor,

ratio instalment date, residual income tax, self-assessed adverse event, tax yoar,
luxpayer

“MB 7 GST ratio method

“(1)

“2)

0

“Using GST ratio

A provisional taxpayer who meets the requircments of section
MB 15 may choosc to usc a GST ratio to determine the
amount ol provisional tax payable lor a tax year,

“Meaning of GST ratio

A taxpayer’s GST ratio is the percentage figure that is
obtained by dividing their residual income tax for the preced-
ing tax ycar by their total supplics for the corrcsponding
income ycar. The amount of residual income tax and the
amount of total supplies are called the base amounts in (his
section.
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“@3)

“4

“(5)

“©)

“(7)

“When amounts based on rax vear before preceding tux
year

If the base amounts for the preceding tax year or correspond-
ing income year have not been assessed, the GST ratio is the
pereentage based on the asscssment for the tax year and
corresponding income year that arc immcediatcly before the
preceding tax year and corresponding income year,

“Commissioner’s calculation and notification

The Commissioner must calculate a taxpayer’s GST ratio,

notitying them by—

“(a) including the pereentage figure on the taxpayer’s pre-
printed GST return form; or

“(b) advising them in writing or by telephone; or

*(¢) some other means,

“Adjustment to GST ratio

The Commissioner must adjust a taxpayer’s GST ratio it the

basc amounts are revised through, among other rcasons,—

“(a) an assessment or an amended assessment of the tax-
payer’s income tax return [or the preceding tax year; or

“(b) a change in the value of the taxable supplies for the
corresponding income year; or

“(c) the disposal of un asset to which section MB 18 applies.

“New GST ratio

‘When subsection {5) applics, the Commissioner must notify the
taxpayer ol the new GST ratio. The new ratio applies in
relation to the relevant instalment dates that occur 30 days
after the date of notification.

“Transitional years

If a taxpayer has paid instalments of provisional tax in a

transitional ycar, for the tax ycar that follows the transitional

year, [or the purposes of this section and section MB 10, they

musl—

“(a) lignore the transitional year when determining their
residual income tux or total supplies; and
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“(8)

“(b) base their determination of residual income tax and
total supplies on the lax year preceding the transitional
yedar,

“Total supplies

In subsection {2), and in sections MB 10, MB 18, and MB 32, total

supplies mecans the amount that is the total valuc of supply in

New Zealand of goods and services of the taxpayer, in relation

1o which GST is charged under section 8 (Imposition of goods

and services tax on supply) of the Goods and Services Tax Act

1985 and, for this purpose,—

“(a) the amount includes GST; and

“(b) the supply includes a supply that section 11, 11A,
11AB, or 11B (which rclate to zero-rating) requires to
be charged at the rate of (0%.

“Defined in this Act: AMOUNL, dssessment, base amounl, Commmissioner. cores-

ponding income vear, GST, GST ratio, instalment date, notily, pay, provisional

tax, provisional taxpaycr. residnal income tax, tax vcar. taxable supply, total
supplics, transitional year

“Instalments of provisional tax

“MB 8 Provisional tax payable in instalments

“(1)

“(2)

“General principle

The general principle for the standard and estimation methods
1s that the amount of a taxpayer’s residual income tax must be
spread evenly over the applicable number of instalments, so
that equal amounts are paid on each instalment date. IT the
amount ol residual income tax is not divisible into exactly
equal instalments, the final instalment carries the difference.

“Provisional tax payable in 3 instalments

Provisional tax is payable in 3 instalments on the interest
instalment dates for the tax year in the months sct out in
schedule 13, part A, columns B, D, and F (or the taxpayer’s
corresponding income year. The amount of each instalment is
calculated under section MB 9. Subsection {3) overrides this
subsection.
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“3)

“(4)

“(5)

“Exclusions

Subsection (2) does not apply—

“{a) to a provisional taxpayer who—

“(i) pays GST on a 6-monthly basis:

“(ii) uscs a GST ratio to dctermine the amount of
provisional tax payablc, or who changes their
determination method under section MB 17(5):

“(ii1) changes the cycle of their taxable periods under
section 15C of the Goods and Services Tax Act
1985:

“(b) to a new provisional taxpayer who—

“(i) pays GST on a 6-monthly basis:

“(i) pays GST on a monthly or 2-monthly basis, and
starts a taxablc activity after 30 days from the
date ol instalment B in their corresponding
income year:

“(¢) to a provisional taxpayer who has not provided a return
of income for the preceding tax year, and whose
residual income tax for the tax year immediately before
the preceding tax year was less than S2,500:

“(d) in a transitional yecar.

“Provisional tax when GST paid on 6-monthly busis

A provisional taxpayer who pays GST on a 6-moenthly basis
must pay provisional tax on the 2 interest instalment dates for
the tax year in the months set out in schedule 13, part A,
columns C and F for the taxpaver’s corresponding income
year. This subscction applics to a new provisional taxpayer
other than onc who pays GST on a 6-monthly basis and starts
a taxable activity within 30 days ol the date of instalment C.

“Provisional tux determined using GST ratio

A provisional taxpayer who uses a GST ratio to determine the
amount of provisional tax pavable for a tax year, must pay
provisional tax on the 6 ratio instalment dates in the months
sct out in schedule 13, part A, columns A to F for the tax-
payer’s corresponding income year. The amount ol each
instalment is calculated under section MB 10.
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“(6)

“(7)

“(8)

“(9)
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“Changing determination method

A provisional taxpayer who is unable or decides not to use
GST ratio, changing their determination method under section
MB 17, must pay the provisional tax payable for the tax year
on the reclevant instalment dates under the replacement
mcthod. The amount of cach instalment is calculated under
section MB 6 or MB 9, as applicable.

“Changing cycle of tuxable periods

A provisional taxpayer who changes the cycle of their taxable
periods under section 15C of the Goods and Services Tax Act
1985 must pay provisional tax for the tax year on the instal-
ment dates specificd in seetion MB 27 after the change in taxable
period takes elfect under section MB 26. The amount ol each
instalment is calculated under section MB 9.

“New provisional raxpayers

A new provisional taxpayer who starts a taxable activity in a

tax ycar in relation to which they pay GST must pay provi-

sional tax for the tax ycar—

*(a)y in 3 instalments under subsection (2) il they start a taxable
aclivity at some time in the period that starts at the
beginning of the corresponding income year and ends
30 days before the date of instalment B:

“(b) in 2 instalments—

“(i) in a case to which section MB 13 applies; or
“(i1) if they start a taxable activity at some time in the
period that starts at the beginning of the corres-
ponding income year and ends 30 days before the
date of instalment C:
“(c) in 1 instalment in a case to which section MB 14 applies.

“Extension of time for return

A provisional taxpaycr who has not provided a rcturn of
income for a preceding tax year and whose residual income
lax [or the tax year belore the preceding tax year was less than
$2,500 must pay provisional tax for the tax year on the instal-
ment dates set out in section MB 13 or MB 14, as applicable.
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“Transitional years

“(10) In a transitional year, provisional tax is due and payable us set
out in section MB 20 and schedule 13, part B. The amount of each
instalment is calculated under sections MB 21 to MB 23.

“Voluntary payments
*(11) A provisional taxpayer may pay an instalment ol provisicnal
tax under section MB 12 at any time.

“Defined in this Act: amount, corresponding income year, GST, GST ratio, income
year, instalmenl date, interest instalment date, new provisional Laxpayer, pay,
provisional tax, provisional laxpayer, ratio instalment date, residual income lax,
return of income. tax year, taxable activity. taxable period, taxpayer, transitional

year
TABLE MB 8
Cuategories tor payment of provisional tax
Calegories: Yariables Met hodd Instalments Instalment Caleulalion Inlerest,
ordinary da penaltics

Sramidard
MB 42}

Tistimarion WG & 3—MB &) MDB 9
MEB 4{4)
G811 i
ME 45)

2 month MB7 6 MB 8(5) AtwF MB 12 139C,
141K

G&T 6-month
WD 84

estimation MB 6 3 sand F MBY

Calegoriey; Variables Method Instalmenis Instalment Calgulalion Inlerest,
exceplional da penalies

New
rvisional
taxpayers

Trangilional 12K

TS

MB 20 K, I3,
(VB R reguited WMB 23

Changing
taxable
perid {or
stawtivng aind
stopping GST

TegIslE i)

Chanring MIF 1T MI3 442) ar MIBA(2jor MU 6i6), 1210 (5) -
determination (4} {4y (MB 6} MBY {7}
it el (VB 6,

M3 R

Volwitary
payments
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“MB 9 Calculating amount of instalment under standard and

“(1)

“2)

“@3)

“4)

76

estimation methods
“When this section applies

This section applies lor the purposes of—

“(a) section MB 4(2) and {4) {which relates 1o the calculation of
a provisional tax liability):

“(b) section MB 8(2) and {4) (which relates to payment of
instaliments):

“(c) sections MB 13 and MB 14 (which relate to new provi-
sional taxpaycrs and taxpaycrs with an cxtension of
time for providing a rcturn); and

“(d) sections MB 25 to MB 27 (which relate to changes in
laxable periods).

“Calculation
The amount of an instalment of provisional tax is calculated
using the formula—

residual tax X instalment number
total instalments

— provisional tax

“Definition of items in formula

In the formula,—

“(a) residual tax is a provisional taxpaycr’s residual income
tax, as applicable—

“(i) for the preceding tax year, uplified by 5%; or

“(ii) forthe tax year immediately before the preceding
tax year, uplifted by 10%:; or

“(iil) the amount estimated by the taxpayer:

“(b) instalment number is the number of the taxpayer’s
instalment for the tax year, whether first. second, or
third:

“(c) total instalments is the total number of the taxpayer’s
instalments for the tax year:

“(d) provisional tax is the amount of the axpayer’s provi-
sional tax liabilities to date.

“Instalment amounts after change in balance date or
taxable period

If a change occurs to the balance date or cycle of taxable
periods of a provisional taxpayer, the calculation of the
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“MB

“(1)

“2)

“MB

“(1)

amount ol an instalment is made under this section, applying
the updated figures 1o the items in the formula.
“Defined in this Act: amount, balance date, new provisional taxpayer, pay, provi-

sional Lax. provisional laxpayer, residual income Lax. relurn of income, Llax year.
laxable period

10 Calculating amount of instalment using GST ratio
“Calculation
The amount of provisional tax payable on an instalment date
by a provisional taxpayer who uses a GST ratio for a tax year
is calculated using the formula—

GST ratio lor tax year X laxable supplies

“ltem in formula: taxable supplies

In the formula, taxable supplies is the amount of the tax-
payer’s taxable supplics in the taxable period that matches the
instalment period.

“Taxable supplies when tuxpaver pavs on monthly basis
For the purposes of subsection (1), a4 taxpayer who pays GST on
a 1-month cycle under section 15 of the Goods and Services
Tax Act 1985 must apply the GST ratio to the sum of their
taxablc supplics in the current taxable period and the preced-
ing taxablc period; that is, the total supplics in the 2-month
period matching the instalment period.

*Defined in this Act: amount, GST, GST ratio. inslalment period, pay, provisional
Lax, provisional taxpayer, lax year, laxable period. laxable supply, total supplies

11 Using GST refund to pay instalment of provisional
tax

“Offsetting amotint

If a provisional taxpayer has a GST refund in a taxable period
under scetion 20(5) of the Goods and Scrvices Tax Act 1985,
they may choose (o use the amount of the reflund to pay some
or all ol an instalment of provisional tax that is due on the
sume instalment date.
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“(2)

“MB

“MB

“(D)

78

“Reduction in amount of refund

If the Commissioner reduces the amount of the GST refund
before it has been transterred to the instalment of provisional
tax under subsection (1), the taxpayer is not liable for a late
payment penalty under the Tax Administration Act 1994 in
relation to the amount of the discrepancy that arises as a result
of the reduction until the expiry of a grace period that ends at
least 30 days aflter the due date.

"Defined in this Act: amount, Commissioner, GST, instalment date, pay, provi-
sional Lax, provisional taxpayer. taxable penod

12 Voluntary payments

A laxpayer may al any lime make a voluntary payment ol an

amount of provisional tax that—

“(a) relates to their income tax liability for a tax year in
which they are not a provisional taxpayer; or

“(b) is more than the provisional tax pavable by them for the
tax year.

*Delined in this Act: amount, income tax Llabilit vy, provisional lax, provisional
taxpayor, tax year, taxpayer

13 Paying 2 instalments for tax year
“Who this section applies to
This section applies for a tax year to—
“{a) a new provisional taxpayer whose first business day
occurs in the period that starts 30 days betore the date of
instalment B and ends 30 days before the date of instal-
ment D or
“(b) ataxpayer whose return ol income lor the preceding tax
year is provided in the period that starts on the date of
instalment B and ends on the date of instalment D it—
“(i) the tuxpayer wus required to provide a return for
the preceding tax year but, under section 37 of the
Tax Administration Act 1994 or an extensien
under that scction, the taxpayer is not required to
provide the rcturn by the date of instalment B;
and

“(ii) their residual income ax lor the tax year belore
the preceding tax year was less than $2,500.
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“Who this section does not apply fo
“(2) Despite subsection (1), this section does not apply to a provi-
sional taxpayver who pays GST on a 6-monthly basis.

“When instalments are due

*(3) Theinstalments are due and payable on the date of instalments
D and F for the taxpayer’s corresponding income year.

“Formula for amount of instalment
“{4) The amount of each instalment is calculated under section MB 9.

13 - - - - - - -

Delined in this Act: amount, corresponding income vear, lirst business day, new
provisional raxpayer. pay, residual income tax, return of income, tax ycar,
tax payer

Example: Section MB 13

Mr Red, who is not registered for ST, starts business on 20 August and
has a March balance date. The first business day falls in the period that
starts on 30 July {30 days before instalment B) and ends on 21 December
(30 days before instalment [J). Mr Red has 2 payments of provisional tax
lor the year, due on 20 January and 28 April.

e Jam

My | Jun

dul | Ay Supl ‘ el ‘ My Fi:h | Mar

Apr Apr

v ! v

sLarLy first qecond
business pavment pavment

*MB 14 Paying 1 instalment for tax year
“Who this section applies to

*(1) This section applics for a tax year to—
¥(a) a ncw provisional taxpaycr whose first business day
occurs in the period that starts 30 days before the dale of
instalment D and ends at the end of the corresponding
income year:
“(b) ataxpayer whose return of income for the preceding tax
year is not provided on or before the date of instalment
D if—
“(1) the taxpayer was required to provide a return for
the preceding tax year but, under section 37 of the
Tax Administration Act 1994 or an extension
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under that section, is not required 1o provide the
return by the date of instalment D; and
“(ii) their residual income tax for the tax year before
the preceding tax year was less than $2,500:
“(c) a person who pays GST on a 6-monthly basis if—
“(i) their first business day occurs in the period that
starts 30 days before the date of instalment C and
cnds at the cnd of the corresponding income year:
*(ii) they meet the requirements ol paragraph (b)(i) and {ii)
as il the reference (o instalment D in paragraph
(b)(i) were a reference to instalment C.

“When instalment due

¥(2) The instalment is duc and payable on the date of instalment F
for the taxpayer’s corresponding income year.

“Amount of instalment
“(3) The amount of the instalment is calculated under section MB 9.

(14 . . f - - - A
Defined in this Act: amount, corresponding income year, first business day. GST,
new provisional taxpayer, pay, provisional tax, residual income tax, return of
income, (ax year, laxpayer

Example: Section MB 14

Ms Orange, who is registered for GST on a 2-monthly basis, starts business
on | January and has a March balance date. Ms Orange is liable to pay
GST in 3 instalmemts aligned with her GST payment dates. The first
business day falls in the period that starts on 21 December (30 days bhefore
instalment D) and ends on 31 March. Ms Orange has 1 payment of
provisional tax for the vear, due on 28 April.

Apr ‘ May Jun ‘ Jul | Aug Sept ‘ Oct ‘ Nowv ‘ Dec JTan Fel ‘ Mar ‘ Apr
v

srarts pavs

buwsinwss provisional
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“Requirements for using GST ratio

“MB 15 Who may use GST ratio?

“(D)

“(2)

“3)

“(4)

“General eligibility

A provisional taxpayer may choose to use a GST ratio to
determine under section MB 4(5) the amount of provisional tax
payable for a tax year only if they meet all the requirements in
subsections {2) and (3) in relation to the same entity.

“Requivements for preceding tax year

For the purposes ol determining their eligibility [or a tax year,

the taxpayer must meet the following requirements in the

preceding tuax year:

“(a) their residual income tax, as assessed, was more than
S$2.,500 but no more than S150.000; and

“(b) thcy were a person registered under section 51 of the
Goods and Scrvices Tax Act 1985 for the whole tax
year, and provided returns under that Act for an entily
whose business or laxable activity did not begin opera-
tions in that tax year; and

“(c) the ratio of their residual income tax to total supplies, as
calculated under section MB 10 and expressed as a per-
centage, is between zero and 100%.

“Requirement for current vear

For the tax year in which the ltaxpayer uses a GST ratio, they
must be liable to file a return under the Goods and Services
Tax Act 1985 for a 2-month or 4 1-moenth period under seetion
15(1){h) and (c) of that Act.

“When election applies

An election 1o use a GST ratio applies lor the lax year [or
which the election is made and in later tax years, unless the
taxpayer changes their determination method under section
MB 17. The election is made under section MB 16.
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(5)

“©)

“(7)

“MB

“(D)

“Requirement to discontinue use of GST ratio

Despite subsections (1) to (4), a taxpayer must discontinue the

use of the GST ratio for the tax year and must apply section

MB 17(4) or (5) if—

“(a) their GST registration ends in the tax year; or

“(b) thcy no longer qualify under subsection (2) as a result of
an amended assessment of their income tax lability or
their GST lability lor the preceding tax year; or

“(c) they no longer qualify under subsection (3) as a result of «
change in their taxable period.

“Failure 1o provide GST returns

A taxpaycr must not use, or must discontinue the usc of, a

GST ratio il they do not provide a return under the Goods and

Services Tax Act 1985 lor a period in which they are liable 1o

provide a return. In this case, for the instalment periods that

remain for the tax yeur or corresponding income year, the

taxpayer must—

“{a) pay the amount determined for the previous instalment
period; or

“(b) if paragraph (a) docs not apply, pay an amount calculated
by dividing their residual income tax for the preceding
tax year by the number ol instalments remaining lor the
tax year or corresponding income year.

“References to preceding tax year

In this scction, a reference to a preceding tax year includes a

reference to the tax year immediately before the preceding tax

year il that earlier tax year is used (or the purposes of calculat-

ing a GST ratio.

“Defined in this Act: amount, assessment, business, corresponding income yoar,
GST ratio, income tax Hability, mslalment period, pay, provisional tax. provi-

sional laxpayet, registered person, residual income Lax, 1ax year. taxable activily,
taxable period, total supplics

16 Choosing to use GST ratio

“Notifving Commnissioner

Having met the requirements referred to in section MB 15(1) for
a tux year, a provisional taxpayer who chooses to use a GST
ratio must, before the start of the income year corresponding
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“2)

“MB

“(1)

“(2)

“(3)

10 the tax year, notlily the Commissioner of their election (o
use a GST ratio lor the income year,

“Manner of notification

For the purposes of this section, the taxpayer may notify the
Commissioncer cither in writing under scction 14B (Giving of
notices to Commissioner) of the Tax Administration Act
1994, or by elephone.

“Delined in this Acl: Commissioner, corresponding income year, GST ratio.
notice. notily. provisional taxpayer, lax year

17 Changing determination method

“When this section applies

This section applies if, after having chosen to use a GST ratio

for a tax ycar, a provisional taxpayer cithcr—

“(a) chooscs another way to determine the amount of provi-
sional tax payable for the corresponding income year;
or

“(b) is required under section MB 15(5) or {6) to discontinue the
use of a GST ratio for the corresponding income year.

“Notifving Commissioner of decision to change

The taxpayer must notify the Commissioner of their decision
under subsection {1){a). and may do this either in writing or by
lelephone. Subsection (3) or (4) then applies lor the remaining
instalments for the income year.

“Date on which use of GST ratio discontinued

For the purposcs of suhsectien (1)(b), thc datc on which the

taxpayer discontinucs their use of a GST ratio is, as

applicable,—

“(a) the date their GST registration ends; or

“(b) the date of the amended assessment of their income tuax
liability or GST liability for the preceding tax year; or

“{c) the effective date of a change in taxable period; or

“(d) the end of the period in which a return is liable to be
provided under the Goods and Scrvices Tax Act 1985.
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“4)

(5)

“(6)

“(7)

84

“Changing method before first instalment date

If the taxpayer is unable or decides not to use a GST ratio
betfore the date of instalment A, they may choose to determine
the amount of provisional tax payable under seetion MB 4{2) or
{4). as if the clection to use the GST ratio had not been made.

“Changing method ufter instulment date

If the taxpayer is unable or decides not to use the GST ratio
after an instalment date they must determine the amount of
provisional tax payable on instalment for the remainder of the
income year under section MB 4{4) on the basis of an estimate of
their residual income tax for the tax year. For this purposc, the
taxpayer may provide the estimate in writing or by telephone.

“Date of application when method changed

If a taxpayer changes their determination method under sub-
section {4) or (5), the date on which the change applies may be
a future date agreed between the taxpayer and the
Commissioncr.

“Other consequences of chunging method
For the purposes of this section,—
“(a) the frequency and the instalment dates remaining for an
income year depend on—
“(i) the requirements of the determination methed
choscn by the taxpayer when they stop using the
GST ratio; and
“(ii) the cycle of axable periods chosen by the tax-
payer, being either a monthly or 2-monthly basis:
“(b) a taxpayer may change from using a GST ratio to a 6-
monthly cycle of taxable periods only if—
“(i) the requirements in section 156 of the Goods and
Services Tax Act 1985 are met; and
“(i1) their 6-month taxable period is aligned with their
halancc datc under seetion 15B of the Goods and
Services Tax Act 1985:
“(c) section 120KE(5) te (7) (Provisional tax and rules on use of
money interest) of the Tax Administration Act 1994
applies to determine whether and when use of money
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“MB

“(1)

“(2)

“3)

interest is payable in relation o instalments under the
new determination method,
“Defined in this Act: amount, bulance date, Commissioner, corresponding income

year, GST ratio, income year, instalment dale, noufy. pay, provisional Lax, provi-
sional Laxpaver, residual income (ax, tax vear, laxable period

18 Disposal of assets
“When this section applies
This section applies if, as part of the business of an entity
described in section MB 15{1). a provisional taxpayer disposes of
an assct—
“(a) that is not rcvenue account property; and
*(b) the value of the supply of which is the greater ol—
“(i) an amount equal 10 5% of the taxable supplies of
the business for the previous 12 months:
“(i1) S1,000.

“Adjustment to GST ratio for current and next income vear

The taxpayer may choosce to take the disposal of the assct into

account by adjusting their taxable supplies lor the relevant

laxable period and income year. The adjustment must be made
to both—

“(a) the amount of the taxpayer’s taxable supplies for the
purposes of the formula in seetion MB 10{1), by sub-
tracting an amount that equals the value of the supply of
the assct (as determined under section 10 of the Goods
and Services Tax Act 1985) from the amount of total
supplies for the relevant income year or taxable period,;
and

“(b) the base amount of the taxpayer’s taxable supplies for
the next income year, by subtracting the amount that
equals the value of the supply of the asset referred to in
paragraph {a) from total supplies in working out the GST
ratio undcr section MB 7(2).

“Notifving Commnissioner

For the purposes of subseetion (2}, the tuxpayer must notify the
Commissioner of both the disposal of the asset and the value
of its supply, and may do this either in writing or by telephone.
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“Rounding percentages

“(4) In the determination of the value of the supply of the asset
under suhbsection (1)(b){i), the amount must be rounded to a
whole percentage number.

“Defined in this Acl: amounl, base amount, business, Commissioner, GST ratio,

income year, instalment date, notify, provisional taxpayer, revenuc account prop-
erty. taxable period, taxable supply. total supplics

“Transitional years

“MB 19 Calculating residual income tax in transitional years
“Calculation for transitional year

“(1) This section applies for the purposes of section MB 4{2) and the
calculation of a taxpayer’s residual income tax for a tax year
that precedes a transitional tax year or is the tax ycar hefore
that preceding tax year. The amount of residual income tax lor
the transitional year must be increased or decreased to reflect
the amount that would apply in a 12-month period.

“Formuila
“(2) The amount is calculated using the formula—

residual income tax X days in current lax year
days in transitional year

"Defined in this Act: amount, first business day, new provisional taxpayer, residual
income lax. Lux year, laxpayer. lransitional vear

“MB 20 Paying provisional tax in transitional years
“Total amount payable

“(1) The total amount of provisional tax payablc in a transitional
year i8 the sum of all instalments of provisional tax due in the
lransitional year.

“When instalments due
“(2) Instalments other than a final instalment of provisicnal tax are
due on—
“(a) thc 28th day of the months set out in schedule 13, part B,
reflecting the instalment dates sct out in part A of the
schedule, unless paragraph (b) applies:
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“@3)

“4

“(5)

“(b) the 20th day of January, when the month set out in
schedule 13, part A is December.

“When final instalment due

Payment of the final instalment is due on—

“(a) thc 28th day of the month following the final month in
the transitional year; or

“(b) the 20th day of January, when November is the {inal
month,

“Modifications to instaliment dates

For the purposes of subsection {2), provisional tax is not due and

payablc on—

“(a) thc datc of instalment B, if section MB 13 would have
applied had the tax year not been a transitional year; or

“(b) the dates ol instalments B and D, il section MB 14(1){a} and
(b} would have applied had the tax year not been a
transitional year; or

“(c) the dates of instalments B, D, and F, if the taxpayer is a
new provisional taxpayer whose first business day
occurs within 30 days of the datc of instalment F; or

“(d) the date of instalment C, if section MB 14{1){e) would have
applied had the tax year not been a transitional year; or

“(e) thedates ol instalments C and F, il the taxpayer is a new
provisional taxpayer who pays GST on a 6-monthly
basis whose first business day occurs within 30 days of
the date of instalment F.

“Counting months in transitional vears

In this section, and in sections MB 21 to MB 24, and in schedule 13,

part B, the number of months in a transitional year is deter-

mined as follows:

“(a) the first month in a taxpayer’s transitional year is the
first whole month in the transitional year:

“(b) the final month in a transitional year is the month in
which the taxpayer’s new return date under scction 39
of the Tax Administration Act 1994 occurs:
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*(cy each month lalling between the first and (inal months
must be included in determining the length of the transi-
tional year.

"Defined in this Act: amount, final instalment, first business day, new provisional
laxpayer. pay, provisional tax, lax year, lransitional year

“MB 21 Calculating instalments in transitional years:

“(1)

“(2)

“(3)

“(4)

88

standard method

“When this section applies

This section applies 1o instalments of provisional tax payable
in a transitional year under section MB 20 by a provisional
taxpayer using the standard method to calculate their provi-
sional tax liability.

“Instalment other than final instalment

The amount payable on an instalment date other than the final
instalment date is calculated using the formula—
provisional tax X instalments due — tax previously due
total instalments

“Definition of items in formula in subsection (2}
In the formula in subsection (2),—
“(a) provisional tax is the provisional tax liability under
section MB 4{2):
“(b) instalments due is the number of instalments due in the
transitional year on or before the instalment date:
“(c) total instalments is whichever of the following applies:
“(i)y 3, for provisional taxpayers who pay on instal-
ment dates B, D, and F; or
“(ii) 2, for provisional taxpayers who pay on instal-
ment dates C and F:
“(d) tax previously due is the amount for the transitional
year of provisional tax that is due and payable before
the instalment date.

“Final instalment

The amount payable on a {inal instalment date is calculated
using the formula—
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“(5)

provisional tax X transitional year days — tax previously due
preceding year days

“Definition of items in formula in subsection (4}

In the formula in subsection {4),—

“(a) provisional tax is the provisional tax liability under
section MB 4{2):

“(b) transitional year days is the number ol days in the
transitional year:

“(c) preceding vear days is the number of days in the
preceding tax year:

“(d) tax previously due is the amount for the preceding tax
year of provisional tax that is due and payable before
the instalment date.

“Delined in this Act: amount, instalment date, [inal instalment date, pay. provi-
sional tax, provisional taxpayer, tax vear, transitional ycar

“MB 22 Calculating instalments in transitional years:

“(1)

‘@)

“(3)

estimation method

“When this section applies

This section applies to instalments of provisional tax payable
in a transitional year under section MB 20 by a provisional
taxpayer using the estimation method to calculate their provi-
sional tax liability.

“Instalment other than final instalment
The amount payable on an instalment date other than the final
instalment date is calculated using the formula—
tax cstimate X instalments duc — tax previously duc
transitional months

“Definition of items in formula in subsection (2)
In the formula,—
“(a) tax estimate is the provisional tax liability last esti-
matcd by the taxpayer under section MB 4{4):
“(b) instalments due is cithcr—
“(iy 4 multiplied by the number of instalments in the
transitional year that are due on or before the
instalment date, for provisional taxpayers who

8o

10

20

25

30

LS
h



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and

Part 2 ¢l 100 Misccllancous Provisions)

“4)

pay on the equivalent ol instalment dates B, D,
and F; or
“(ii) 6 multiplied by the number of instalments in the
transitional year that are due on or before the
instalment date. for provisional taxpayers who
pay on the equivalent of instalment dates C and F:
“(cy transitional months is thc number of months in the
transitional year:
*(d) tax previously due is the amount for the transitional
year ol provisional tax that is due and payable belore
the instalment date.

“Final instalment

The amount payable on a final instalment date is the amount
of provisional tax dctermincd under section MB 4{4) lcss the
amount of any instalment previously due and payable.

“Delined in this Acl: amount, instalment date, final instalment date. pay, provi-
sional Lax. provisional taxpayver, wansilional year

“MB 23 Calculating instalments in transitional vears: GST

“(1)

“2)

ratio method
“What this section applies to

This scction applics to instalments of provisional tax payable
in a transitional ycar by a provisional taxpayer using a GST
ratio.

“Adjustment if required

The taxpayer must apply the GST ratio under section MB 10 to
any period or part period before the start of the new income
year on whichever dates of instalments A to F for their corres-
ponding income year occur in the transitional year.

“Defined in this Act: GST ralio, income vear. pay. provisional Lax, provisional
laxpayer, wansilional year

“MB 24 Consequences of a change in balance date

“(1)

o0

“Continuing frequency
If a provisional taxpayer changes their balance date, until the
ncw balance date is rcached, the taxpayer must continuc to use
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“2)

“4)

“(5)

“(6)

the instalment dates that applied belore the change in balance
date was approved.

“How amounts determined

Sections MB 19 to MB 23 and schedule 13, part B apply for the
transitional year in subseetion {1) to detcrmine the amount and
duc date of the instalments.

“Estimation method

In a transitional year, a provisional taxpayer who uses the

estimation method must.—

“(a) before the date on which the Commissioner notifies a
changc in balance date, estimate the residual income tax
as if no change in balance date is or will be approved;
and

“(b) aflter the date on which the Commissioner notifies a
change in balance date, re-estimate the residual income
tax.

“OST ratio method

Suhsection (5) applics when a provisional taxpayer who uscs a

GST ratio (o determine the provisional Lax payable lor a tax

year, changes their balance date and moves [rom—

“(a) a set of instalment dates in even-numbered months to 4
set of instalment dates in odd-numbered months; or

“(b) a set of instalment dates in odd-numbered months to a
set of instalment dates in even-numbered months.

“Adjustment to Lability

The taxpayer must adjust their provisional tax liability lor the
income year for the part-period of 1 month before the start of
the new income year. The part-period is their final taxable
period, and the instalment of provisional tax is due 28 days
after the end of that period.

“Aligning tuxable periods

For a provisional taxpayer with a GST lability, il a change in
balance date means that the taxpayer’s taxable peried is not
aligned with the balance date, an adjustiment must be made to
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their taxable period under section 158(3) or 15C of the Goods and
Services Tax Act 1985,
*Nefined in this Act: amount, halance date, Commissioner, GST ratio, income

year, instalmenl dale. notily, pay, provisional lax. provisional taxpayer, residuzl
mcome Lax. lax vear, (axable period

Example: Scetions MB 20 to MDB 24

Mr Yellow, who has a March balance daie, decides 1o change (o a May
balance date. The transitional year is 14 months long. He starts business
and becomes a new provisional taxpaver on 31 July, estimating
provigional 1ax al §15,000 for the income year. Al the end of the year,
Mr Yellow’s residual income tax is $20,000.

2007 2008
o Transitional year »
A | May | Jun | Jul | Aug [ Sep | Oc | Mo | Dee | Jan ‘ I'zh ‘ Mar | Apr | Moy dun
starts i first saeond
busincss ¥ nstalment instahuent
(e final
mesta ey inatahent

Instalments in transitional vear: 28th day of 5th, 9th, and 13th months
aller balance date, and linal instalment on 28th day ol month [ollowing
final month in transitional year {8 MB 22 and schedule 13, part BB). But
the first business day falls within 30 days of the date that would be the
[irst instalment, 28 August {8 MB 13), so no instalment is due.

Amounts pavable on the instalment dates are calculated under s MB 22,
First instalment duc 20 January: $15,000 x 4/14 = $4,285
Second instalment due 28 April: $15,000 x 8/14 - §4,285 = $4,286
Final instalment due 28 June: $15,000 - 8,571 = $6,429
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“When provisional taxpayers start or stop paying GST, or

change taxable periods

“MB 25 Registering for GST or cancelling registration

“(D)

“(2)

“(3)

“(4)

“When this section applies

This section applies if a4 provisional taxpayer who uses the

standard or estimation method to determine the amount of

provisional tax payable for a tax year—

“(a) applies to the Commissioner to become a registered
person under section 51 of the Goods and Services Tax
Act 1985; or

“(b) 1s treated as registered under section 31B of that Act; or

*(cy asks the Commissioner o cancel their GST registration,
or has their GST registration cancelled under section 52
of that Act.

“Stariing or ending GST registration: monthly or 2-monthly
basis

For a taxpayer who becomes registered (or GST paying on a
monthly or 2-monthly basis, or who cancels or has their GST
registration cancelled having paid on that basis, the instal-
ments of provisional tax payable by them for the tax year are
unattfected.

“Starting GST registration: 6-monthly basis

For a taxpayer who becomes registered (or GST paying on a
G&-monthly basis, instalments ol provisional tax are due and
payable on whichever dates of instalments C and F for their
corresponding income year coincide with the cycle of their
taxable periods atter they become a registered person.

“Ending GST registration: 6-monthly basis

For a taxpayer who pays GST on a 6-monthly basis and
cancels their GST registration or has their registration can-
celled, instalments of provisional tax are due and payable on
whichever dates of instalments B, D, and F for their corres-
ponding income year cccur after 30 days from the date of
cancellation.
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(5)

“(6)

“MB

“(1)

“2)

“3)

94

“Date of cancellation

For the purposes of suhsection {4) and the provisional tax rules,
the date of cancellation is the date on which the cancellation
of GST registration is notified.

“Formula for amount of instalment

The amount of each instalment is calculated under section MB 9.

"Defined in this Act: amount, corresponding income year, GST, pay. provisional
lax, provisional laxpayer, tegislered person, tax year, taxable period

26 Changing GST cycle
“When this section applies
This scetion applics when a provisional taxpayer with a GST

liahility changes under seetion 15C of the Goods and Services
Tax Act 1985 their cycle of taxable periods.

“When taxable periods aligned

The change takes effect as described in seetion 15D of that Act
if the following coincide:
“(a) thc end of the taxable period in which the taxpayer—
“(i) applics to change the basis on which the tax-
payer’s taxable period is set
“(ii) is required w change the basis on which the tax-
payer’s taxable period is set:
“(b) the start of the taxable period in the taxpayer’s new
cycle.

“When taxable periods not aligned

IT subsection (2) does not apply, the taxpayer must continue o
use the taxpayer’s existing cycle until the end ol the next
taxable period for which the end coincides with the start of a
taxable period in the new cycle. This section overrides section
15D0(2) of the Goods and Services Tax Act 1985,

*Iactined in this Act: instalment dates, interest instalment date, provisional tax,
provisional taxpaycer, tax year, taxable period
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*MB 27 Payment of provisional tax instalments when GST

“(1)

“(2)

“4

“(5)

cycle changed

“When subsection (2) applies

Subsection (2) applies in a (ax year (o a provisional taxpayer

who—

“(a) uses the standard or estimation methoed te determine the
amount of provisional tax payable; and

“(b) has been paving GST on a monthly or 2-monthly basis;
and

“(c) changces to a 6-monthly basis undcr section 156(1) of the
Goods and Services Tax Act 1985,

“When instalments are due: changing to 6-monthly basis
Instalments of provisional tax are due and payable on which-
ever dates of instalments C and F for the taxpayer’s corres-
ponding income year occur after the change in taxable pericd
takcs effect under section MB 26.

“When subsection (4) applies

Subsection (4) applies in a tax year to a provisional taxpayer

who—

“(a) uses the standard or estimation method to determine the
amount of provisional tax payable; and

“(b) has been paying GST on a 6-monthly basis; and

“(c) changes to a monthly or 2-monthly basis undcr section
15C{2) or (3} of the Goods and Services Tax Act 1985,

“When instalments due: changing to monthly ov 2-monthly
hasis

Instalments of provisional tax are due and payable on which-
cver dates of instalments B, D, and F for the taxpayer’s corres-
ponding income vear occur aficr the change in taxable period
lakes elfect under section MB 26.

“Interest instalment dares in new cycle

If an instalment of provisional tax due on an instalment date in
the new cycle is payable in relation to a period in the tax-
payer’s original cycle and was, under that original cycle, an
interest instalment date, it remains an interest instalment date
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in the new cycle. However, il the instalment is due and pay-
able on an instalment date other than an interest instalment
date, the change does not affect the nature of the instalment.

“Formula for amount of instalment
*(6) The amount of cach instalment is calculated undcer seetion MB 9.

*Delined in this Act; amount, corresponding meome vear, GST, provisional {ax,
provisional taxpayer, tax year. taxable period

‘ Examples: Sections MB 26 and MB 27 {using March balance dates) ‘

Apr May Jun Jan Apr

Jul ‘ Ay

Sept | Oct ‘ Nov ‘ Dec

Fsb ‘ Mar

1 Prolessor Green starts the income year registered for GST on a
monthly basis, and on 10 June asks to change to a 6-monthly basis:

+  the change takes effect on 30 September (s MB 26(2))
*  provisional tax instalment payable on old cyele on 28 August

»  provisional tax instalment due on 28 April {s MB 27(2))

2 Ms Blue starts the income year registered for GST on a 6-monthly
basis, and on 10 June asks to change to a monthly basis:
+  the change takes effect on 30 September (s MB 26(2))
*  provisional lax mstalment payable on old cyele on 28 Oclober
«  provisional tax instalments due en 20 January, 28 April (s MB
274))
3 Mr Indigo starts the income vear registered for GST on a monthly

basis, and on 20 Octlober asks Lo change 1o a é-monthly basis:
+  the change takes effect on 31 March
»  provisional lax instalments paid on old cycle on 28 August, 20
January, 28 April (ss MDB 26(2). MB 27(5))
4 Miss Violet starts the income year registered for GST on a 6-monthly
basis, and on 10 June ends her GST registration:
*  lhe change takes cllect [or provisional lax purposcs on 10 June

+  provisional tax instalments due on 28 August, 20 Jannary, 28
April
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“Penalties and interest provisions

“MB 28 Application of provisions of Tax Administration Act

“(D)

“(2)

1994
“Scafe harbour for standard method

If u provisional taxpayer meets the requirements in section
120KE{1) of the Tax Administration Act 1994, their residual
income tax is treated as due and payable in 1 instalment on
their terminal tax date.

“GST ratio method

A provisional taxpayer who uses a GST ratio in a tax year to

determine the amount of an instalment of provisional tax is

liable to pay an amount of use of money interest, a late

payment penalty, or a shortfall penalty only in the circum-

stances sct out in, as applicable, the following scctions of the

Tax Administration Act 1994:

“(a) sections 120KB to 120KE (which relate 1o due dates for
provisional tax and use of money interest):

“(b) section 139C(1B) (Late payment penalty and provisional
tax):

“(c) section 141ED (Shortfall penalty and provisional tax).

“Iefined in this Act: amount, GS'T ratio, pay, provisional taxpaver, residual
income tax, shortfall penalty, tax year, terminal tax date

“Treatment of groups of companies and amalgamated

comparnies

“MB 29 Provisional tax rules and consolidated groups

“(1)

“2)

“Single company

The provisional tax rules apply, with the nccessary modifica-
tions, to a consolidated group of companics as if it were a
single company.,

“Joint and several liability

Each company in a consolidated group in a tax year is jointly
and severally liable for the amount of provisional tax payable
by the consolidated group to be credited against the income
tax liability of the group for the tax year. The individual
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“(3)

liability of a company for income tax [or the lax year is
substituted by that joint and several liability to the extent o
which the liability arises while the company is 4« member of
the consolidated group.

“Relationship with section HB 1

Section HB 1(5) (Rcturns, asscssments, and liability of consoli-
dated group) overrides this section,

13 - - . - - .
Defined m this Act: amounl, company, consolidated group. income Lax, income
Lax liability, pay, provisional (ax, provisional tax rules, lax vear

“MB 30 Residual income tax of consolidated groups

“(1)

“2)

“(3)

“When this section applies

This section applies for the purposes of the provisional tax
rules if a company is a member of a consolidated group of
companics in a tax year but was not a member of the group for
all or part of the preceding tax year.

“Increased residual income tax

The residual income tax of the consolidated group for the
preceding tax year is treated as increased by an amount equal
to the residual income tax of the company for the preceding
tax ycar. If the company i8 a member of the group for part of
the current tax year, the amount ol residual income tax is
increased as a proportion on the basis ol the part of the tax
year during which the company is a member of the group.

“Instalments due after company becomes member

If the company is a member of a group for part of the tax year,
this section applics only to instalments of provisional tax
payable afller the date on which the company becomes a
member.

"Defined in this Act: amount, company, consolidated group, pay, provisional tax,
provisional tax rules, tesidual income lax, lax yedr

“*MB 31 Consolidated groups using estimation method

“(1)

98

“When subsection (2) applies
Suhsection (2) applics for the purposcs of the provisional tax
rules il a company is a member of a consolidated group of
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“2)

“(3)

“4)

companies for all or part of a tax year but is not a member of
the group lor all or part of the lollowing tax year.

“Estimation before final instalment date

The company must estimate its residual income tax on or
before the date of instalment F for the following income year
that corresponds to the tax year, and the company is treated as
a provisional laxpayer to which section MB 6 applies [or the
purposes of its estimalte.

“When company member of another consolidated group

The conselidated group, in the case of a company that is a
member of another consolidated group, must make an csti-
mate of residual income tax on or before the date of instalment
F lor the lollowing income year that corresponds to the tax
year, and the consolidated group is treated as a provisional
taxpayer to which seetion MB 6 upplies for the purposes of its
estimate.

“When company no longer member

If a company stops being a member of the consolidated group
in the lollowing tax year, the company's estimate applies only
lo instalments ol provisional tax payable alter the date on
which it stopped being 4 member.

"Defined in this Act: company. consolidated group, corresponding income yoear,
pay, provisional tax rules, provisional laxpayer, residual income (4x, lax yedr

*MB 32 Consolidated groups using GST ratio method

Sections MB 7, MB 8(5), MB 10, and MB 15 to MB 18 apply to u
consolidated group of companies with the following
modificaticns:

“(a) if aconsolidated group that is eligible to use. or is using,
a GST ratio for a tax year i8 joined by a new member,
the following subparagraphs apply:

“(i) il the new member joins al the start of the tax year
and, as a result, the threshold in section MB 15(2)(a)
is exceeded, the group is no longer eligible to use
a GST ratie:

“(ii) it the new member joins at the start of the tax
year, and the group, allowing for the inclusion of
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the new member, is eligible under section MB 15(1),
the group may use a GST ratio, subject to the
recalculation of the ratio under paragraph {c):

“(ii1) if the new member joins at some time in the tux
year, the group may continue to use a GST ratio
for the tax year, as recalculated under paragraph
(c), provided the requirements for cligibility other
than the threshold in section MB 15{2)(a) arc mct:

*(b) il a consolidated group that does not determine provi-
sional tax payable lor a tax year using a GST ratio, is
joined by 4 new member that is using a GST ratio for
the tax year, the group may not start using a GST ratio
for this purpose for the tax year:

“(c) for the purposes of paragraph (a),—

“(i) the group must recalculate the GST ratio apply-
ing for a tax ycar to include the residual income
tax ol the new member [or the preceding tax year
and the total supplies ol the new member [or the
corresponding income year, applying section
MB 7(3) if required; and

“(ii) the recaleculated GST ratio applies to provisional
tax payments made for the corresponding income
year on or after the date on which the new mem-
ber joins the group:

“(d) section MB 17(4) or {8}, as applicable, and subsection (3)
apply 1o a company that leaves a consolidated group at
somme time in 4 tax year.

"Defined in this Act: consolidated group, corresponding income year, GST ratio,
pay, provisional tax. residual income Lax, tlax year, total supplies

“MB 33 Wholly-owned groups of companies

“When this section applies

“(1) This scction applics for the purposcs of the provisional tax

100

rules and Part 7 of the Tax Administration Act 1994 in rela-
lion 1o a company (company A) that is a member in a tax year
of a wholly-owned group of companies that includes another
company (company B). Section MD 2 (Limits on refunds and
allocation of tax) overrides this section.
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“Company A allocuating overpayment to company B

“(2) If, for a tax yeuar, company A has paid an amount of provi-
sional tax that is more than the residual income tax payable for
the tax year, the company may allocate some or all of the
overpayment to company B to the cxtent to which the amount
of provisional tax paid by company B is lcss than their
residual income tax for the tax year. Company A must notily
the Commissioner under subsection (4),

“When allocation made

“(3) Company A may allocate an amount under subsection (2} on or
after the later of—
“(a) thc day on which company A overpays the provisional
lax; or
*(b) the day on which the first instalment ol provisional tax
for the tax year becomes payable by company B.

“Notice

“(4) A noticc undcr subseetion {2} must—
“(a) namc company B, and thc amount to be allocated; and
*(b) state the date on which the overpayment is treated as
allocated to company B; and
“(c) be provided to the Commissioner within the time for
providing a return of income for the tax year for com-
pany B.

“When allocation made, and how allocation treated

*(5) For the purposes of this section,—
*(a) an allocation under subsection {2) is treated as made on
the date stated in the notice; and
“(b) provisional tax allocated to company B by compuny A
is treated as provisional tax paid by company B and not
by company A.
*Defined in this Aci: ameunt, Comissioner, company, nolice. nolily, pay. provi-

sional tax, provisional tax milcs, residual income tax, return of income, tax year,
wholly-owned group of companics
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“MB 34 Amalgamated companies: calculating residual income

tax

If, in a tax year, an amalgamating company ceases to exist on
an amalgamation, the residual income tax of the amalgamated
company for the preceding tax year is treated as the amount
that would have been the residual income tax if the amalga-
mating company and the amalgamated company had been |
company. The subscction applics for the purposes of the pro-
visional tax rules only in relation o instalments of provisional
lax payable after the amalgamation.

“Defincd in this Act: amalgamated company, amalgamating company, amalgama-

lion, amounl, company. pay, provisional lax, provisional tax rules, residoal
INCOME 1ax, X year

“Attribution rule for services

“MB 35 Attribution rule for services

()

“(2)

102

“When this section applies

This section applies lor the purposes of the provisional tax
rules and Part 7 of the Tux Administration Act 1994 for
provisional tax paid for income from personal services to
which section GC 14B (Attribution rule for personal services)
may apply.

“Person B allocating amount to person C

IT, in a tax year, person B pays an amount of provisional tax
that is more than the residual income payable for the tax year,
person B may allocate some or all of the overpayment to
person C to the extent to which the amount of provisional tax
paid by person C is less than their residual income tax for the
tax ycar.

“Person C allocating amount to person B

If, in a tax year, person C pays an amount of provisional tax
that is more than the residual income payable for the tax year,
person C may allocate some or all of the overpayment to
person B to the extent that the amount of provisional tax paid
by person B is less than their residual income tax for the tax
year.
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“4)

“(3)

“(6)

“When allocation made

Persons B and C may allocate an amount under subsection (2) or

(3} on or after the later of—

“(a) the day on which the overpayment of provisional tax is
paid by person B or person C, as applicable; or

“(b) thc day on which the first instalment of provisional tax
payable lor the tax year becomes payable by—
“(iy person C, il person B is making the allocation; or
“(ii) person B, if person C is making the allocation.

“Notice

The Commissioner must be notified of an allocation under

subsection (2} or (3) in a notice that—

“(a) names the person to whom an allocation is made, and
the amount o be allocaled; and

“(b) states the date on which the overpayment is treated as
allocated to person B or person C, as applicable; and

“(c) is provided within the time for providing a return of
income for the tax year for the person to whom the
allocation is made.

*When allocation made, and how allocation treated

For the purposes of this section,—

“(a) an allocation under subsection {2} or {3) is treated as made
on the day stated in the notice; and

“(b) provisional tax allocated to person C by person B for a
tax year is treated as provisional tax paid by person C
and not by person B; and

“(c)y provisional tax allocated to person B by person C is
treated as provisional tax paid by person B and not by
person C.

"Defined in this Act: amount, Commissioner, notice, notify, pay. provisional tax,
provisional tax rules, residual income tax, relum ol income, Lax vear
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“Overpaymenis and credits

“MB 36 Overpaid provisional tax

“(D)

“(2)

“(3)

“(4)

104

“When this section applies

This section applies when the amount of provisional tax pay-
able by a provisional taxpayer for a tax year is reduced by the
taxpayer, or by the Commissioner under section 119(2) of the
Tax Administration Act 1994,

“Reduction in amount of provisional tax payuble

If the taxpayer applies in writing (or a refund of the amount of
provisional tux already paid that is as a result of the reduction
more than the amount that would have been payable in rela-
tion to earlier instalment dates for the tax year, the Commis-
sioner must—

“(a) apply thc overpayment as the taxpayer asks under
section 173T of the Tax Administration Act 1994 or, if
no request is made, in a way that the Commissioner
determines in payment of Lax or another amount that is
payable by them; and

“(b) refund any balance of the overpayment.

“Reduction in assessment

If the taxpayer’s residual income tax is asscsscd as not more

than $2,500, and they apply in writing for the refund of an

amount ol provisional tax that has been determined under
section MB 8 und already paid (other than on a final instal-
ment), the Commissioner must—

“(a) apply the amount as the taxpayer asks under seetion 173T
of the Tax Administration Act 1994 or, if no request is
madc, in a way the Commissioncr determings in pay-
ment of tax or another amount that is payable by them;
and

“(b) refund any balance of the amount.

“Treatrment of amount refunded or credited

When an overpayment or amount of provisional tax for a tax
year has been applied or refunded under subsection {2) or (3}—
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“(a) alater instalment payable under section MB 9 or MB 10, as
applicable, is calculated as il the total instalments pre-
viously payable were reduced by the amount of the
overpayment or amount; and

“(b) the overpayment or amount applied or refunded is, from
the date of action taken by the Commissioner, treated as
not heing provisional tax paid for the tax ycar.

*Delined in this Act: amount, Commissioner, instalment date. pay. provisional (ax,
provisional taxpaver, residual income 1ax, tax, tax yoar

“MB 37 Further income tax credited to provisional tax

“(1)

“2)

liability

“When this section applies

This section applies for the purposes of sections MB 8 to MB 10 if,
under section ME 9 (Allocation rules for imputation credits), a
company applics an amount of further income tax to pay an
instalment of provisional tax for which the company becomces
liable after the date ol payment of the [urther income tax.

“Amount treated as provisional tax

The instalment is satisfied to the extent of the amount of
further income tax. The amount is treated as provisional tax
paid on the datc on which the instalment was duc and payable.

“Order

The Commissioner must credit the amount of the further

income tax in payment successively of—

“(a) the instalment of provisional tax that is first due and
payable after the date of payment of the further income
tax: and

“(b) to the cxtent of the amount of further income tax, to
later instalments in the order in which they are due and
payable.

"Defined in this Act: amount, company, further income tax, pay, provisional tax
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“Disaster relief

“MB 38 Provisional taxpayver affected by self-assessed adverse

“(D)

“(2)

“3)

“(4)

)

106

event

“Who this section applies to

This section applies to a provisional taxpayer with a farming,
agricultural, or fishing business that is significantly affected
by a self-assessed adverse event. This section overrides section
MB 6.

“Tuxpayer’s request

The provisional taxpayer may ask the Commissioner to accept
an estimate or a revised estimate of the residual income tax
payable by them for a tax year.

“Acceptance of estimate

The Commissioner may accept an estimate or revised estimate

described in subsection (2) il all the lfollowing requirements are

met:

“(a) the business is significantly affected by the self-
assessed adverse event:; and

“(b) it is not reasonable to require the taxpayer to provide
under seetion MB 6 an cstimatc or revised cstimate of
residual income tax payable by them for the tax year;
and

“(cy the basis on which the taxpayer has chosen (o pay
provisional tax is now inappropriate; and

“(d) the taxpayer asks to revise their estimate as soon as
practicable.

“Treatmeni of revised estimate

Il a revised estimate is accepted under subsection {3), it is

treated as the estimate applying on the date of instalment F.

“Defined in this Act: Defined in t_his ActCommissioner, provisional tax, provi-
sional Laxpayer, qualilying event”.

Suhsection (1) applics for income years corresponding to the

2007-08 and subsequent tax years.
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101
M

(2)
(1Y (2)

(3

102
(1)

)

Payment of terminal tax

In section MC 1(1),—

(a) “part A for the payment of terminal tax for the tax
year,” is replaced by “part A, columm G or H, for the
person’s corresponding income year,”:

(b  paragraph (b) is replaced by the following:

“(b) the 20th day of January, il December is specified in
schedule 13, part A, column G or H lor the person’s
corresponding income year.”

Section MC 1(2) is replaced by the following:

For the purposes of subsection (1), the month specilied in sched-

ule 13, part A, column G or H lor the taxpayer’s correspond-

ing income year is—

“(a) the month in column H, if—

“(i) the person’s return of income for the income year
was linked to a tax agent; or

“(i1) thc person has asked for an income statement
under scetion 80C of the Tax Administration Act
1994 or has been issued an income statement
under section 80D of that Act, the Commissioner
has been notified that a tax agent will respond to
the income statement issued to the person; or

“(b) the month in column G in any other case.”

Suhsections (1) and {2) apply for income years corresponding to
the 2007-08 and subsequent tax years.

Limit on refunds and allocations of tax

In section MD 2—

(a) in subscctions (1) to (4) and (5A), “section MB 97 is
replaced by “seetion MB 33" in all the places it occurs:

(b) in subsection (4), “the date ol payment of the lirst
instalment of provisional tax for that tax year” is
replaced by “the date of instalment B specified in sched-
ule 13, part A, for the compuny’s income yeur that corre-
sponds to that tax year™.

Suhsection (1) applics for income years corresponding to the

2007-08 and subsequent tax years.
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103
(M

)

104
(1)

(2)

105
(M

108

Limits on refunds of tax in relation to Maori authorities
In section MD 2B(3), “the date of the [irst instalment of
provisional tax for the tux year™ is replaced by “the date of
instalment B specified in schedule 13, part A, for the autho-
rity’s income year that corresponds to the tax year™.
Suhsection (1) applics for income years corresponding to the
2007-08 and subsequent tax years.

Credits arising to imputation credit account

In section ME 4(1), the following is inserted after paragraph

(ca):

*(eb) the amount ol any imputation credit atlached under
section ME 6B to a replacement payment made under a
share-lending arrangement to the company during the
income year:

“(ec) the amount of any imputation credit treated under
section NF 8B as bcing attached to a replaccment pay-
ment made under a sharc-lending arrangement to the
company during the income year™,

In section ME 4(2), the following is inserted after paragraph

(cb):

“(cc) in the casc of the credits referred to in subscction
{1){eb) and (ec), on the date the replacement payment is
made:™.

Subsections {1) and (2} apply for income years beginning on or

after the day on which this Act receives the Royal assent.

Debits arising to imputation credit account

In section ME 5(1), the following is inserted alter paragraph

(a):

“{ab) the amount of any imputation credit attached under
section ME 6B to a rcplaccment payment made under a
sharc-lending arrangement by the company during the
income year:

“(ac) the amount ol any imputation credit attached to a divi-

dend that—
“(i) is paid to the company during the imputation
year; and
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106
(m
“2)

2

(3)

“(ii) is received by the company as the holder of a
share that the company acquired as a share user
under a returning securities transter that is not a
share-lending arrangement:”.
In scction ME 5(1)(d), *scction MB 9” is replaced by “section
MB 33”.

In section ME 5(2), the following is inserted after paragraph

(a):

“(ab} in the casc of a debit referred to in subscction (1)(ab),
on the date the replacement payment 18 made:

“(ac) in the case ol a debit referred 10 in subsection (1)(ac), on
the date the relevant dividend is paid:™.

In section ME 5(2)id), “section MB 9” is replaced by “section

MB 33".

Subsections {1) and (3) apply lor income years beginning on or
alter the day on which this Act receives the Royal assent.
Subsections (2} and (4} apply for income years corresponding to
the 2007-08 and subsequent tax years.

Company may attach imputation credit to dividend
Section ME 6(2) is replaced by the following:
Notwithstanding subsection (1), an imputation credit account
company may rctrospectively attach an imputation credit to a
dividend arising from a transfer pricing adjustment or under
subpart FCB i[—

“(a) the company pays a non-cash dividend and is subject o
an adjustment under section GD 13(3) or (4) in respect
of the arrangement giving rise to the dividend:

“(b) the company is an emigrating company that is treated
under section FCB 2 as paying a distribution to
sharcholders.™

In section ME 6(3). “subsection (2)” is replaced by “sub-
section (2)(a)”.
After section ME 6(3), the following is inserted:

“(3B)The amount of imputation credit attached retrospectively

under subsection (2){h) must nol exceed the credit balance, il
any, in the company’s imputation credit account immediately
before the emigration time.”
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(4)

(5)
“©)

(6)

107
(1)

In section ME 6{35)(a), “subsection {2)” is replaced by “sub-
section (2){(a)”.

After section ME 6(5), the following is added:

If an amount of tax paid by an cmigrating company is attribu-

lable 10 the application of subpart FCB (0 the emigrating com-

pany, the amount ol tax is treated lor the purposes ol this

subpart as being paid immediately before the emigrating com-

pany becomes a non-resident if—

“{a) the company determines under subsection {2){b) to attach
an imputation credit to a dividend; and

“(b) thc imputation credits that the company attachcs arc not
less than the amount of tax: and

“(cy the company notilies the Commissioner with the com-
pany dividend statement required by subsection (4)(b).”

Subsections (1) to (5) apply for the 2005-06 and subsequent

imputation years.

New section ME 6B inserted
After section ME 6, the following is inserted:

“ME 6B Share user may attach imputation credit to

@)
108
(N

(2)

110

replacement payment

A sharc uscr under a share-lending arrangement may, on

making a replacement payment, allach o the replacement

payment an imputation credit of an amount less than or equal

to the amount of any imputation credits attached to

dividends—

“(a) received by the share user before the replacement pay-
ment is made; and

“(b) to which the replacement payment relates.”™

Subsection (1) applies lor income years beginning on or alter
the day on which this Act receives the Royal assent

Credits arising to imputation credit account of group

In scction ME 11(1){b), “scction MB 9” is rcplaced by

“section MB 33",

In section ME 11(1), the following is inserted after paragraph

(e):

“(ch} thc amount of any imputation credit attached under
section ME 6B (0 a replacement payment made under a
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(6)

109
(M

(2)

share-lending arrangement 1o a company that is at the
time of the payment a member of the consolidated
imputation group:

“(ec) the amount of any imputation credit treated under
section NF 8B as being attached to a replacement pay-
ment made under a share-lending arrangement to a
company that is at the time of the payment a member of
the consolidated imputation group:™.

In section ME 11(2)(b), “section MB 97 is repluced by

“section MB 33”.

In scction ME [1¢2), the following is inserted after paragraph

(ch):

“{ce) In the case of the credits referred to in subsection (1){eb)
and (ec), on the date the replacement payment is
made:”.

Suhsections (1) and (3) apply for income years corresponding to

the 2007-08 and subsequent tax years.

Subsections {2) and (4) apply for income years beginning on or

after the day on which this Act receives the Royal assent.

Debits arising to imputation credit account

In section ME 12(1), the lollowing is inserted alter paragraph

(a):

“{ab) the amount of any imputation credit attached under
section ME 6B to a rcplaccment payment made under a
sharc-lending arrangement during the imputation year
by a company that is at the time of the payment a
member of the conseolidaled group:

“(ac) the amount of any imputation credit attached to a divi-
dend that—

“(i) is paid during the imputation year to a company
that is at the time of the payment a member of the
consolidated group; and

“(i1) is rcccived by the company as the holder of a
share that the company acquired as a share user
under a returning securities transfer that is not a
share-lending arrangement:”.

In section ME 12{1)c), “section MB 9” is replaced by

“section MB 33”.
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(4)
&)

(6)

110
(M

(2)

111
(1)

)
“(6)

“(7)

12

In section ME 12(2), the lollowing is inserted alter paragraph

(a):

“(ab} in the case of a debit referred to in subsection (1)(ab}, on
the date the replacement payment is made:

“(ac) in the case of a debit referred to in subsection (1){ac), on
the date the relevant dividend is paid:™.

In section ME 12(1)c), “section MB 97 is replaced by

“saction MB 33”.

Suhsections {1) and (3) apply for income ycars beginning on or
after the day on which this Act reecives the Royal assent.

Subsections (2) and (4) apply for income years corresponding to
the 2007-08 and subsequent tax years.

Debiting and crediting hetween consolidated imputation
group and individual companies

In section ME 13{6)e), “section MB 107 is replaced by
“section MB 377,

Subsection (1) applies for income years corresponding to the
200708 and subscquent tax years.

Company may elect to maintain dividend withholding

payment account

In section MG 2(5)(a), “account™ is inserted after “dividend

withholding payment”.

After scetion MG 2(5), the following is added:

If an emigrating company is a dividend withholding payment

account company immediately before the emigration time for

the emigrating company, the emigrating company ceases to be

a dividend withholding payment account company at the emi-

gration timc.

A company that ceases 10 be a dividend withholding payment

account company as a result of subsection (6) must—

“(a) furnish, within the time limit in section 71 of the Tax
Administration Act 1994, the annual dividend with-
holding payment account return required from the com-
pany as a dividend withholding payment account com-
pany for the imputation ycar in which the company
becomes a non-resident; and
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(3

112

(1)
66(8)

(2)

113

(1)

114
(1)

“(b) pay any lurther dividend withholding payment that may
be payable under section MG 9 by the company as a
dividend withholding payment account company tor
the imputation year.”

Suhsections (1) and (2} apply for thc 2005-06 and subscquent

imputation ycars.

Company may elect to be conduit tax relief company

and maintain conduit tax relief account

After section MI 2(7), the following is added:

A company that ceases 10 be a dividend withholding payment

account company as a result ol section MG 2(6}—

“(a) ceases to be a conduit tax relief company; and

“(b) must furnish, within the time limit in section 69 of the
Tax Administration Act 1994, the annual imputation
return required from the company for the imputation
year in which the company becomes a non-resident; and

“(cy must pay any dividend withholding payment that may
be payable under section MI 10(3) by the company as a
dividend withholding payment account company [or
the imputation year.”

Subsection (1) applies for the 2005-06 and subsequent imputa-

tion ycars.

Further dividend withholding pavment payable in
respect of conduit tax relief account debits

In the heading to section MI 10, “Further dividend™ is
replaced by “Dividend”.

In scetion MTI 10¢1), “a furthcr amount™ is replaced by *an
amount”,

In section MI 10(2), “further amount” is replaced by
“amount™.

Suhsections (1) to (3) apply for the 2005-06 and subscquent
imputation years,

Credits arising to Maori authority credit account

In section MK 4{1)b), “section MB %(5)” is replaced by
“section MB 33{5)(h)”.
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2

115

(H

(2)

116
(1)

)

117
(1)

Subsection (1) applies [or income years corresponding 1o the
2007-08 and subsequent tax years.

Debits arising to Maori authority credit account

In scction MK 5—

(a) in subscction {1)(h), “scction MB 93)™ is replaced by
“section MB 33({5)(h)”:

(b) in subsection {2)(b), “section MB 9” is replaced by
“section MB 33{4)".

Subsection (1) applies for income years corresponding to the

200708 and subscquent tax years.

Further tax payable for end of year debit balance or
when Maori authority ceases to exist

In section MK 8(5), “section MB 10” is replaced by “section
MB 377.

Suhsection (1) applics for income years corresponding to the
2007-08 and subsequent tax years.

New section MZ 8 added
After section MZ 7, the following is added:

*MZ 8 Certain elections to become provisional taxpayer

“(D)

“(2)

(2)

114

This section applies when a taxpayer has a non-standard
income year and has filed a return of income for the 1998-99
or a subsequent income year between 10 October 2000 and the
date on which the Taxation (Relief, Refunds, and Miscella-
ncous Provisions) Act 2002 reccived the Royal assent.

Il the taxpayer has (iled their return of income on the basis that
section MB 3(a) applied (being section MB 2ZA(1)(a)() as it was
before the enactment of section 50(1) of the Taxation (Relief,
Refunds, and Miscellaneous Provisions) Act 2002), the tax-
payer may elect to be a provisional taxpayer for the income
year for which the return was filed if the taxpayer has paid
provisional tax of $2,500 or morc on or before the date of
instalment F (or the non-standard income year thal corre-
sponds 1o the tax year for which the return was fliled.”

Subsection (1) applies for income years corresponding to the
200708 and subsequent tax years.
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New section MZ 9 added
Afler section MZ 8, as added by section 117, the lollowing is
added:

“MZ 9 Amount of provisional tax based on 1997-98 or earlier

(2)

119
(M

tax year

For the purposes ol sections MB 4 and MB 5 (other than section

MB 5(3) and {4)), and for a taxpayer who is a New Zealand

superannuitant for the 1997-98 tax year, the taxpayer’s

residual income tax for that tax year or for an earlier tax year

is the amount that would have been the taxpayer’s residual

income tax if the taxpayer

“(a) had not been liable to pay the New Zcealand superannui-
tant surcharge; and

“(b) had not paid any New Zealand superannuitant
surcharge by way of surcharge deduction.”

Subsection (1) applies for income years corresponding to the
200708 and subsequent tax years.

New subpart NBB inserted
Alter subpart BA of Part N, the lollowing is inserted:

“Subpart BB—Subsidy payablc to certain listed PAYE

intermediaries

“NBB | Purpose

The purpose of this subpart is to prescribe the requircments
for a listed PAYE intcrmediary to receive a subsidy payment
under this subpart.

“NBB 2 Accreditation of listed PAYE intermediary

“(1)

The Commissioner may list an applicant as a listed PAYE

intermediary if the Commissioncer is satisficd that,—

“(a) thcapplicantis an accredited PAYE intermediary under
subpart NBA, the listing of which is consistent with
section 6{1) of the Tax Administration Act 1994; and

“(b) the period for which the applicant requests listing as 4
listed PAYE intermediary does not exceed the period
for which the applicant is an accredited PAYE interme-
diary; and

“(cy the applicant has completed and provided the tax
returns required from the applicant; and
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“(d) the applicant has made the required payments ol tax due
from the applicant; and
“(e) in the case of an applicant who acted as an accredited
PAYE intermediary for an employer or who made
PAYE payments for an employer before the date of the
application,—
“(i} thec applicant completed and provided the
required tax returns by their due dates; and
“(ii) the applicant made the payments ol tax by their
due dates; and
“(f) the applicant has available the administrative (including
information technology) systems necessary to perform
the obligations of a listed PAYE intermediary; and
“(g) if the application is approved, the applicant will, before
acting as a listed PAYE intcrmediary for an ecmployer,
inform cach cmployer who contracts the scrvices of the
applicant as a listed PAYE intermediary that the Com-
missioner does not guarantee payments by the applicant
to employees of the employer or the performance of any
part of the services provided by the upplicant.
“(2) The Commissioner may specify a period for which a person is
accredited as a listed PAYE intermediary.

“NBB 3 Obligations of listed PAYE intermediaries

“(1) A listed PAYE intermediary must, throughout the period of
their listing,—

“(a) maintain the status of an accredited PAYE intermediary
under subpart NBA; and

“(b) perform in a timely manner the obligations of an
accredited PAYE intermediary; and

“(c) continuously meet the standards listed in sections NBB
2(1){c) to (9).

“(2) A listed PAYE intermediary must, thronghont the period of
their listing, maintain working access to administrative and
information technology systems that will enable the listed
PAYE intermediary (o correctly return by electronic means a
listed PAYE intermediary claim form that,—

“(a) employs the electronic format prescribed by the Com-
missioner; and
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“@3)

*(b) correctly calculates the amount of subsidy claimed
under section NBB 5.

For the purposes of section 22 of the Tax Administration Act

1994, a listed PAYE intermediary must keep such records as

arc nccessary to verify the information contained in cach

listed PAYE intcrmediary claim form.

“NBB 4 Revocation of listing

“(1)

“(2)

“(3)

“(4)

“(5)

(2)

The Commissioner may revoke the listing of a listed PAYE

intermediary if—

“(a) thc person’s accrcditation as a PAYE intermediary is
revoked:

“(b) the person does not provide a listed PAYE intermediary
claim form by the date and in the lormat prescribed by
the Commissioner:

“(c) the person fails to comply with any of the obligations of
a listed PAYE intermediary or ceases to be a person
which the Commissioner may list under section NEB 2:

“(d) thc Commissioner considers revocation is neeessary in
order to protect the integrity of the tax system.

The Commissioner must give 30 days of his intention to
revoke an accreditation under subsection {1} and of the reasons
for the intended revocation.

If the listed PAYE intermediary docs not resolve the matters
listed in the notice of intended revocation to the satisfaction of
the Commissioner, the Commissioner may give 14 days
notice of revocation.

At the expiration of a notice under subsection {3}, the listing of
the listed PAYE intermediary is revoked.

A decision made by the Commissioner under this section may
not be challenged.”

After section NBB 4, as inserted by subsection {1), the following is
added:

“NBB 5 Listed PAYE intermediary claim form

“(D)

“(2)

A listed PAYE intermediary claim form must be filed within
one month of the date of filing of the employer monthly
schedule to which it relates.

The Commissioner may, within 2 years of receipt of a listed
PAYE intermediary claim form, amend the particulars in
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“@3)

“(4)

“(5)

order (o rectily an error in the particulars supplied by the listed
PAYE intermediary.

The Commissioner must give the listed PAYE intermediary
who provided the listed PAYE intermediary claim form 14
days notice of the amendment proposcd under subsection (2)
before making the amendment.

An overpayment or underpuyment that results from the
amendment must be paid by the listed PAYE intermediary or
the Commissioner, as the case may be, within 30 days of the
giving of the Commissioner’s notice under subseetion (3).
Despite subsegtion (3), the Commissioner may elect to offset an
overpayment that results from an amendment under that sub-
section against a claim for payment of subsidy made after
expiry of the 14 day period prescribed in that subsection.

“NBB 6 Calculation and payment of subsidy to certain listed

()

“2)

118

PAYE intermediaries

The Commissioner may pay a subsidy (o a listed PAYE inter-

mediary in respect of payroll services provided to an employer

to whom sections NC 15(1)( ¢) or (d) applies if the listed

PAYE intermediary —

“{a) has contracted with the employer for the provision of
thosc scrvices; and

“(b) has met the obligations of the listed PAYE intermediary
under subpart NBA; and

“(cy files a correct listed PAYE intermediary claim {orm
under section NBB 5.

Within 14 days of the date on which the Commissioner pays a

subsidy to a listed PAYE intcrmediary undcer subsection (1), the

Commissioner must give notice by clectronic means to the

listed PAYE intermediary of the—

“(a) amount of subsidy paid in respect ol each employer;
and

“(b) pay frequency of each employee in relation to whom the
subsidy was paid; and

“{c) PAYE period to which the amount paid relates.

10

15

20

25

30

35



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and
Misccllancous Provisions) Part 2 ¢l 119

“(3)

“(4)

“(5)

“(6)

The amount ol the subsidy must be calculated in the manner

provided by regulations made under this section and a pay-

ment of a subsidy under this section must be made electroni-

cally to a bank account—

“{a) nominated by the listed PAYE intermediary for the
purpose; or

“(b) if an overpayment has been made to the listed PAYE
intermediary, to the Listed PAYE Intermediary Bank
Account,

A claim for payment of an amount of subsidy calculated under
this section is to be made in the manner provided in section
NEB 5.

The Commissioner must pay the amount of subsidy that is

payable in respect of a listed PAYE intermediary claim {orm

within 30 days of receipt the last of—

“(a) the employer monthly schedule to which the listed
PAYE intermediary claim form relates:

“(b) payment of the PAYE deductions to which the listed
PAYE intcrmediary claim form rclates:

“(cy the listed PAYE intermediary claim form.

The Governor-General may from time to time, by Order in
Council, prescribe the amount of the subsidy to be paid in
respect of each employee of an employer who contracts the
services of a listed PAYE intermediary under this subpart.

“NBB 7 Termination of employer arrangements with listed

“(D)

“(2)

“@3)

PAYE intermediary

An employer or a listed PAYE intermediary may end an
arrangement by giving notice to the other party and to the
Commissicner.

A notice must state the date on which the arrangement will
end, being a date that occurs not less than 14 days after the
date on which the notice is given.

A person who, for whatever reason, ceases to be a listed
PAYE intermcediary for an cmployer has the rights and obliga-
tions under the PAYE rules and SSCWT rules of a listed
PAYE intermediary in relation to funds that—

“(a) the employer pays to the person as a listed PAYE inter-

mediary; and
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121
(1)

“(b) the person is holding at the time that the person ceases

1o be a listed PAYE intermediary for the employer.”
Subsection (2} applies for pay periods beginning on or after 1
April 2006.

Application of other provisions to amounts payable
under PAYE rules

In section NC 20(1), “section 120K” is replaced by “sections
120KB to 120KE”.

Suhsection (1) applics for income years corresponding to the
2007-08 and subsequent tax years.

Private use of motor vehicle: value of benefit
After section ND 1A(1), the following is inserted:

“(1B) The value of the benefit may be caleulated using cither of the

valuation methods set out in schedule 2, part A,

“(1C) The value of the benefit may be calculated using the tax value

of the vehicle in the first return relating to the vehicle under
whichever is applicable of sections ND 2, ND 9, ND 10, ND 13, and
ND 14.

*(1D) The value of the benelit may be calculated using the tax value

of the vehicle from—

“(a) the end of a period of 5 or more years starting on the
date of the first return for the vehicle, if that return gives
the value of the benefit based on the cost price of the
vchicle:

“(b) thc end of a period of | or more years—

“(i) starting immediately alter a period in which the
value of the benefit is calculaled using the tax
value of the vehicle; and

“(ii) in which the value of the benefit is calculated
using the cost price of the vehicle.

“(1E)If the value of the benefit is calculated using the tax valuc of

the vehicle in a return relating o the vehicle, the valuation
method must continue 1o be used until the first of the follow-
ing events:

“(a) the disposal of the vehicle:

“(b) the vehicle ceases to be leased:
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“(N

“2)

“(3)

“4)

“(5)

“(6)

*(c)y the end ofl a peried of 5 or more years starling on the
date of the [irst return relating to the vehicle, il the
valuation methed is used under subsection (1C):

“(d) the end of a period of 1 or more years starting after the
end of a period referred to in subsection {1D).”

Suhsection (1) applics for a person’s liability for fringe benefit

lax lor a period beginning on or after 1 April 2006.

New section ND 1AB inserted
After section ND 1A, the following is inserted:

lAB Private use of motor vehicle: 24-hour period
This section applies lor the purposes of the calculation of the
value of a benefit under section ND 1A.

In section ND 1 A(5)(a) and (b}, in relation to a motor vehicle
and the itcm days in the formulas in scctions ND 1A(2) and
(4), a day is—

“(a) a 24-hour period starting at midnigh, il the person who
owns or leases the motor vehicle does nol make an
election under paragraph (b):

“(b) a 24-hour period starting from the time in a day that is
elected under this section by the person who owns or
leases the motor vehicle.

For the purposes of subsection (2)(b), the person must—

“(a) choose an hour in the 24-hour period starting at mid-
night as the starting peint of the day; and

“(b) mnotity the Commissioner of the election in the next
return that relates to the motor vehicle.

An clection undcer subsection (3) is cffective from the start of the
guarter, income year, or lax year 10 which the return relates,
and applies o all motor vehicles in relation o which the
person provides a return.

If the person chooses a particular hour in the 24-hour period as
the starting point of the day under subseetion (3), that hour
continues to apply to the use of the motor vehicle or vehicles
rom the start of the relevant quarter, income year, or lax year
as applicable, for a minimum period of 2 income years.

An employer may apply to the Commissioner to amend the
starting point of the 24-hour period or to treat the election as
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“(4)

revoked il the employer’s circumstances have changed in a

way that—

“(a) is more than minor; and

“(b) makes the starting point no longer relevant to the
employer’s business.”

Suhsection (1) applics for a person’s liability for fringe benefit

lax lor a period beginning on or after 1 April 2006.

Employment-related loans: value of benefit
Section ND 1D, other than the heading, is replaced by the
following:

The value of a benefit provided by way ol an employment-

related loan in a period is the amount by which, as the

employer chooses, either the prescribed interest or the market

interest on the loan is more than—

“(a) the amount of interest that accrued on the loan in that
period; or

“(b) when the loan 18 a financial arrangement and it is appro-
priate having regard (o the nature of the loan, the
income that would have accrued (o the employer’s ben-
efit in that period as calculated under the yield to matur-
ity method.

Having choscn a mcthod under smbsection (1), an cmployer

must usc the method for the income year to which the choice

relates and for the next following income year.

An employer may not change the method of calculating the
value of the benefit for an income vear unless the employer
notifies the Commissioner of the proposed change at least 1
year before the beginning of the income year in which the
changc is to occur.

In this section, market interest means the amount of interest

calculated at the interest rate that would apply to a borrower

belonging to a group of persons to whom a loan of the kind

provided to the employee is offered when that group meets the

following requircments:

“(a) thc group is asscssed as having a comparable credit risk
1o the group o which the employee belongs; and

*(b) the group is employed by a person who is not associated
with the employer; and
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“(c)y the group is of sulficient size Lo ensure a transaction on
an arm’s-length basis,

For the purposes of a calculation under subsection (3). the

amount of interest is the amount accrued on the loan during

the quarter or tax year calculated on the daily balance of that

loan at the rate referred to in that snbscction.

Example A bank provides loan lacilities to its employees
on terms that are not those offered to the general
public, but are identical to those that the bank
offers to a group of employees of a government
department. The market interest rate would be the
rate offcred to the group of employees of the
department.”

Subsection (1) applies for a person’s liability for fringe benefit
tax for a period beginning on or after 1 April 2006.

New section ND 11B inserted
Afller section ND 11, the following is inserted:

“ND 1IB Benefits provided by charitable organisations

(2)

125
(M

The value under section CGX 21(2} of a benefit provided by a
charitable organisation by way of a short-term credit facility is
the sum of—

*(a)y the amount that the organisation pays lor or towards the
purchase or the hire of the goods and services obtained
by the employee under the short-term credit facility:

“(b) any interest incurred in relation to the purchuse or hire
of the goods and services:

“(c) if the short-term credit facility is a credit card provided
for an employee’s use solely for purposes unconnceted
with thc organisation or its opcrations, the associated
account or service [ees.”

Subsection (1) applies for a person’s liability for fringe benefit

tax for a period beginning on or after 1 April 2006.

Services: value of benefit
Afler section ND 1K(1), the lollowing is inserted:

“(1B)For the purposes of subsection (1), a person providing ser-

vices to an employee belonging to a group of employees is to
be treated as providing the same or similar services to the
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public in the open market in New Zealand on ordinary trade or
professional terms il the person provides the same or similar
services to a group of persons that—

“(a) mnegotiates the transaction on an arm’s-length basis; and
“(b) is comparable in size to the group of employees.”
Suhsection (1) applics for a person’s liability for fringe benefit
lax lor a period beginning on or after 1 April 2006.

Unclassified benefits
In section ND 1Q,—
(a} in subscction (2),—
(iy  in paragraph (a), “$75” is replaced by “$2007:
{ii) in paragraph (b), “the quarter” is replaced by
“the last lour quarters including the current
quarter”:
(ili) in paragraph (b), “$450” is replaced by
“S15,0007:
(b} in subsection (3),—
(iy  in paragraph (a), “$300" is rcplaced by “$8007:
(i) in paragraph (b), *S1,800” is replaced by
“S15,000”.
(¢c) in subsection (4),—
(i)  in paragraph (a), “$300~ is replaced by “$8007;
(ii) in paragraph (b), “S1,800” is replaced by
“S15,000”.
Suhsection (1) applics for a person’s liability for fringe benefit
lax lor a period beginning on or after 1 April 2006.

Election to pay fringe benefit tax by quarter

In section ND 2, subsection (3) is replaced by the following:
An cmployer may make an clection nnder this scction by
providing a return stipulating the rate chosen.”

Subsection (1) applies for a person’s liability for fringe benefit
tax for a period beginning on or after 1 April 2006.

Attributed fringe henefits
In section ND 3(1)(b), (4)(a), and (7), “CX 15” is replaced by
“GX 15B” in each place where it appeurs.
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(1)
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Subsection (1) applies lor a person’s liability [or [ringe benelit
lax lor a period beginning on or after 1 April 2006.

Calculation of fringe benefit tax on non-attributed fringe
bhenefits

In section ND 6(1){a), “CX 157 is replaced by “GX 15B™.
Subsection (1) applies for a person’s liability for fringe benefit
tax for a period beginning on or after 1 April 2006.

Special rule for employer who stops employing staff

during tax year

In section ND 8, the lollowing is added:

As an alternative to the application of section ND 5(4) or

ND 6(2), an employer may choose to pay fringe benefit tax at

the rate of 64% of the taxable value of a fringe benefit pro-

vided or granted to an employce,—

“(a) making the calculation in relation to the period from the
start of the tax year 1o the date on which the employer
stops employing stafl; and

“(b) taking into account any earlier payments of fringe bene-
fit tax made in relation to the employee.”

Suhsection (1) applics for a person’s liability for fringe benefit

tax for a period beginning on or after 1 April 2006.

Payment of fringe benefit tax on annual basis for
employees who are not shareholder-employees

In section ND 13(2), “Commissicner” is replaced by “Com-
missioner, cither in writing or by telephone,™.

Subsection (1) applies lor a person’s liability [or [ringe benelit
tax for a period beginning on or after 1 April 2006.

Payment of fringe benefit tax on income year basis for

shareholder-employees

In section ND 14,—

(a) in subsection (2), “Commissioner” is replaced by
“Commissioner, either in writing or by telephone,™:

(b) after subsection (2), the following is inserted:

“(2ZB)If an ecmployer has been paying fringe henefit tax on a quar-

terly basis under sections ND 2, ND 9, and ND 10 and clects
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under this section to change 10 payment on an income year

basis, a calculation must be made under section ND 10 lor the

period—

“(a) beginning immediately after the end of the last full tax
year for which the employer pays fringe benefit tax on a
quarterly basis:

“(b) ending immediately hefore the beginning of the first
income year for which the clection applics.”

Subsection (1) applies for a person’s liability for fringe benefit

tax for a period beginning on or after 1 April 2006.

Application of RWT rules

In section NF 1(2), the lollowing is inserted aller paragraph

(.

“(d) a replacement payment, made under a share-lending
arrangement:”.

In the proviso to section NF 1(2), “paragraphs (a), (b) and (¢)”

is replaced by “paragraphs (a) to {d)”.

Subsections {1) and (2} apply for income years beginning on or

after the day on which this Act receives the Royal assent

Deduction of resident withholding tax

In section NF 2(1), in paragraph (), “distribution:” is

replaced by “distribution; and” and the fellowing is added:

“(g) to the extent that the payment is a replacement payment
madc under a sharc-lending arrangement, of an amount
calculated according to the formula—

axb
l—a
where—
a is thc rate of resident withholding tax,

cxpressed as a percentage, specified in sehedule
14, clause 2:

b is the amount of the replacement puyment, not
including imputation credits attached under
section ME 6B:

c is the amount of imputation credits attached
to the replaccment payment under section ME
6B:”.
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(1)
“(2)

In section NF 2(4)(b), in subparagraph (iv), “distribution.” is
replaced by “distribution; or” and the lfollowing is added:
“(v) that payment is a replacement payment made
under a share-lending arrangement.”
Subsections {1) and (2) apply lor income years beginning on or
alter the day on which this Act receives the Royal assent.

Election to apply higher rate of deduction

In scction NF 2A(1), “scction NF 2(1)” is rcplaced by
“scetion NF 2(1), other than scction NF 2{1)}(g),”.

Subsection (1) applies for income years beginning on or after
the day on which this Act receives the Royal assent.

Companies to notify interest payer

In scction NF 2B(1), “scction NF 2(1)” is replaced by
“section NF 2(1), other than section NF 2{1)(g).".

Subsection (1) applies for income years beginning on or after
the day on which this Act receives the Royal assent.

Election rates of deduction for companies

In section NF 2D(1), “section NF 2(1)” is replaced by
“section NF 2(1), other than section NF 2(1)(g),”.

Subsection (1) applies for income years beginning on or after
the day on which this Act rcecives the Royal assent.

Requirements for agents or trustees to make resident
withholding tax deductions on receipt of payvments
Section NF 3(2) is replaced by the following:
Subsection (1) docs not apply to requirc a recipicnt of a
payment ol resident withholding income to make a deduction
of resident withholding tax il—
“(a) the recipient—
“(i) holds at the time of payment a valid certificate of
exemption; and
“(ii) receives the payment as trustee of a trust that is
not a barc trust:
“(b) thc payment is a replaccment payment under a share-
lending arrangement.”
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(2)  Subsection (1) applies lor income years beginning on or alter
the day on which this Act receives the Royal assent,

139 Payment of deductions of resident withholding tax to
Comimissioner

(1Y In scction NF 4{4), “dividends™ is replaced by “dividends,
replacement payments,”.

(2)  Subsection (1) applies for income years beginning on or after
the day on which this Act receives the Royal assent.

140 New section NF 8B inserted

(1) Afer section NF 8A, the lollowing is inserted:

“NF 8B Resident withholding tax deductions from

2

141
(N

(2)

replacement payments treated as imputation credits

If a sharc uscr under a sharc-lending arrangement deducts

resident withholding tax in accordance with the RWT rules

from a replacement payment, the deduction—

“(a) is treated for the share supplier as an imputation credit
attached to the replacement payment in addition to any
imputation credit that the share user attaches to the
replacement payment under section ME 6B; and

“(b) does not give rise under section LD 3 to a credit of tax
or refund for the share supplicr.”

Subsection (1) applies lor income years beginning on or alter
the day on which this Act receives the Royal assent.

Non-resident withholding tax imposed
After scetion NG 2(1)b)(1), the following is inscrted:
“(ib) interest, other than interest to which paragraph

(ab) applies, that is paid by a certified resident in
respect of money borrowed by the certified resi-
dent when the certified resident was a non-resi-
dent, and not in relation to a business carricd on
by the certificd resident through a fixed establish-
ment in New Zealand, and is derived by a person
who is not an associaled person of the certified
resident; or”.

Subsection (1} applies for—
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(4)

(a)  a person who becomes a New Zealand resident on or
alter 1 April 2006; and

(b) income yeurs corresponding to the 2005-06 and subse-
quent tax years.

Application of other provisions to non-resident
withholding tax

In section NG 17(2), “section 120K” is replaced by “sections
120KB to 120KE™.

Subsection (1) applies for income years corresponding to the
200708 and subscquent tax years.

Definitions

This section amends section OB 1.

In the definition of balance date, “and terminal tax™ is
omitted.

Afller the definition of banking company, the lollowing is
inserted:

“base amount is defined in section MB 7{2) for the purposes of
that scction™.

Afler the definition ol business purposes, the lollowing is
inserted:

“business tool means a portable item that is used by an
cmployee in the performance of their work dutics™.

Alter the definition ol certificate of exemption, the lollowing
is inserted:

“certified dependent resident for a period of time means a
person who—

*(a) 1is entitled under section 91K of the Tax Administration
Act 1994 to hold for the period a dependent resident
certificate; and

“(b) holds a dependent resident certificate issued for the
pericd by the Commissioner under section 91M of the
Tax Administration Act 1994

“certified employed resident [or a period of time means a
person who—
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*(a) 1is entitled under section 91K of the Tax Administration
Act 1994 1o hold for the period an employed resident
certificate; and

“(b) holds an employed resident certificate issued for the
pericd by the Commissioner under section 91M of the
Tax Administration Act 1994

“certified general resident for a period of time means a

person who—

“(a) is enftitled under section 91K of the Tax Administration
Act 1994 to hold for the period a general resident certif-
icate; and

“(b) holds a general resident certificate issued for the peried
by the Commissioncr under section 91M of the Tax
Administration Act 1994

“certified resident for a period of time means a person who

for the period is—

“(a) a certified dependent resident:

“(b) a certified employed resident:

“(cy a certificd gencral resident™.

In the delinition of consolidation rules, in paragraph (a){vii),

“section MB 7 (Provisional tax of consolidated group mem-

bers)” is replaced by “sections MB 29 to MB 32 (relating to

provisional tax of consolidated group members)”.

After the definition of dependent child, the following is
inserted:

“dependent resident certificate means a dependent resident

certificate issued by the Commissioner under seetion 91M of the

Tax Administration Act 19947,

In the definition of development, “and DB 27" is replaced by

*, DB 27, EE 1 {What this subpart does), EJ 20 {Deductions for

market development—product of research, development), and

EJ 21 (Allocation of deductions and depreciation losses for

research, development, resulting market development)™.

In the definition of dispose, after paragraph (c), the following

is inserted:

“(cb) is defined in section CE 2 for the purposes of that
section:™.

After the definition of emergency call, the following is

inserted:
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(14)
(15)

(16)

(17)

(18)

“emigrating company is deflined in section FCB 1(1} {Tax
elfects for company becoming non-resident 1o refllect tax
effects of liquidation)

“emigration time, for an emigrating company, is the time at
which the emigrating company beecomes a non-resident™.
Belore the definition of employee, the following is inserted:

“employed resident certificate means an employed resident
certificate issued by the Commissioner under seetion 91M of the
Tax Administration Act 1994”.

In the delinition of estimated useful life, alier paragraph (c),

the following is added:

“(d) for a type of pasture, means the period of time over
which the pasturc might rcasonably be cxpected to be
uscful to a person in deriving income or carrying on a
farming or agriculwural business on land in New
Zealand”™,

In the definition of finance lease, in paragraph (b)(iii),

“section EE 25(4)” is replaced by “sections EE 25(4), 25B and

250",

The delinition of first instalment date is repealed.

In the definition of fishing business, paragraph (a) is replaced

by the following:

“(a)y 1is defined in section EH 37 (Other definitions) for the
purposes of this Actexcept the provision (o which para-
graph (b) refers:”.

In the definition of foreign trust, “settler” is replaced by

“settlor™.

In the definition of fringe benefit tax rules, in paragraph

(a)(ii), “GC 177 is replaced by “GC 17B”.

After the definition of futures contract, the tollowing is

inscrted:

“gaming-machine gambling means class 4 gambling, as

defined in section 30 of the Gambling Act 2003, that utilises

or involves a guming machine

“esaming-machine operator’s licence mcans a class 4 opera-

tor’s licence as defined in section 4 of the Gambling Act 2003
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(19)

(20)

(21)

(22)

(23)

(24)

(25)

“saming-machine venue licence means a class 4 venue
licence as delined in section 4 of the Gambling Act 2003”.

Before the definition of general insurance, the following is
inserted:

“general resident certificate means a general resident certili-
cate issued by the Commissioner under section 91M of the Tax
Administration Act 19947,

After the definition of gross, the following is inserted:

“eross gambling proceeds means gross proceeds, as delined

in regulaton 3(1) of the Gambling (Class 4 Net Proceeds)

Regulations 2004, plus prizes”.

After the definition of GST payable, the following is inserted:

“GST ratio has the meaning given in section MB 7(2) (GST

ratio method)”,

The definition of instalment date is replaced by the

following:

“instalment date means a date lor payment of provisional tax

lor a tax year that is the day and month specilied (or a provi-

sional taxpayer in schedule 13 part A (Dates for payment of
provisional tax)”.

After the definition of interest, the following is inscried:

“interest instalment date means an instalment dale—

“{a) on which an instalment of provisional tax is due and
payable under section MB 8 (Provisional tax payable in
instalments); and

“(b) after which, cxcept in a casc to which section 120KG(1)
applies, an instalment amount that is overpaid or
underpaid attracts use of money interest, a late payment
penalty, or a shortfall penalty, as applicable”™.

In the definition of lease, after paragraph (a), the following is

inscrted:

*(ab) is defined in section CX 6(6) (Privale use ol motor vehicle)
for the purposes of the FBT rules:”.

The definition of limited attribution company is replaced by

the following:

“limited attribution company is a company that is—

“{a) a building society:
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27)

(28)

(29)

“(b) aco-operative company registered under the Co-opera-
live Companies Act 1956, Part 2 or 3 of the Co-opera-
tive Companies Act 1996, the Co-operative Duiry Com-
panies Act 1949, the Co-operative Freezing Companies
Act 1960, or the Co-operative Forestry Companies Act
1978:

“(c) a listed company:

“(d) a widely-held company:

“(e) aloreign company that is not a closely-held company™.

The definition of limited attribution foreign company is

repealed.

The definition of listed company is replaced by the following:

“listed company means, at any time, 4 company any shares in

which are at that time quoted on the official list of a

recognised exchange”.

After the dcefinition of listed company, the following arc

inserted:

“listed PAYE intermediary meuans a person which the Com-
missioner may list under section NBB 2(1)

“listed PAYE intermediary claim form mcans a form that a

listed PAYE intermediary must provide (o the Commissioner

in an electronic lormat prescribed by the Commissioner,

showing—

“(a) the tax file number of the listed PAYE intermediary;
and

“(b) thc tax filc number and name of cach employer in
respect of which a subsidy is claimed; and

“(c) the tax file number and name of each employee of each
employer in respect of which a subsidy is claimed under
section NBB 3; and

“(d) the pay period to which the claim relates; and

“(e) the pay frequency of each emyployee in that pay period,
and

“(f) thc amount of subsidy that the listed PAYE intermedi-
ary claims in respect of the period to which the form
relates”,

After the definition of net balance due, the following is
inserted:
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(34)

(35)

“net gambling proceeds means net proceeds as defined in
section 4 of the Gambling Act 2003™,

After the definition of ordering rule, the following is
inserted:

“original share, [or a relurning securities transfer, means a

share that under the returning securities transfer—

“{a) must be disposed of, by one party to the returning
securities transfer, to a second party to the returning
sccuritics transfer: and

“(b) must be returned, or a sobstitute for which must be
returned, 1o the lirst party by the second party at a later
date”,

After the definition of own, the following is inserted:

“ownership interest is dcfincd in section 0D 58A(7) (Modifica-
lions 1o voling and market value interests [or application of
continuity provisions 1o reverse lakeover) lor the purposes of
that section”.
In the definition of PAYK rules, after paragraph (a)(iv), the
following is inscrted:

“{ivb) subpart NBB (Listed PAYE intermediaries).”,

In the definition of provisional tax rules,—

(a} in paragraph (a)(iii), “sections MB 2 to MB 6”7 is
replaced by “sections MB 1 to MB 287 :

(b) in paragraph (a)(iv), “scctions MB & to MB 10 (which
relate to provisional tax):” is replaced by “sections
MB 33, and MB 35 to 38 (which relale 0 provisional
tax):”:

(c)y paragraph (a)v) is repealed.

The definition of provisional taxpayer is replaced by the

following:

“provisional taxpayer has the meaning given in section MB

2 (Who pays provisional tax?)”.

In the definition of qualifying person, after paragraph (a)(ii),

the following is inscrted:
“(iib) is not a certified resident; and
“(iic) is not the spouse, civil union partner, or de facte

partner of a certified resident; and™.
After the definition of quarter, the following is inscried:
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(39)

(40)

(41)

“ratio instalment date means an instalment date of a tax-
payer who uses a GST ratio for a tax year, and is an instalment
date for a payment in relation to which no amount of use of
money interest or penalties apply other than a late payment
penalty or a shortfall penalty™.

In the definition of relative, in paragraph {(a), “CX 17 (Bene-
lits provided instead of allowances),” is inserted after
“sections”.

After the definition of replaced area fraction, the following
is inserted:

“replacement payment, for a relurning securities transler,
means a transler of value, including any imputation credits,
made under the returning securities transfer that satisfies para-
graph {d)(ii) of the definition of retuming securities transfer”.
After the definition of replacement plant, the following is
inscried:

“replacement share, for a returning securities transfer,

meuns 4 share that 4 party to the returning securities transfer

acquires in replacement of the original share disposed of by

that party under the returning securities transfer—

“(a) receives [rom another party Lo the returning securities
transfier:

“(b) acquires from a person who is not a party to the
returning securities transfer if—

“(i) the acquisiticn is during the term of the returning
securities transfer or any further period that the
Commissioner allows: and

“(il) the Commissioner accepts that the share is
acquired in replacement of the eriginal share™,

In the definition of research, “and DB 277 is replaced by *,
DB 27, EE 1 (What this subpart does), EJ 20 (Deductions for
market development—product of research, development). and
EJ 21 (Allocation of deductions and depreciation losses for
research, development, resulting market development)™.

After the definition of return of the taxpayer’s income, the
following is inserted:

“returning securities transfer mcans an arrangement under
which—
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“(a)

“(b)

SS(C}

“(d)

a person (the share supplier) disposes of a share in a
company (the original share) (o a person (the share
user); and

the original share is—

“(i) listed on the official list of a recognised
exchange:

“(i1) ordinarily available for subscription or purchasc
by the public; and

the share user agrees (o (ransler 1o the share supplier at a

later date—

“(i) the original share; or

“(ii) @ share in the company (the replacement share)
that confers the same rights and imposes the same
obligations on the holder as the original share;
and

the share uscr makes, to the share supplicr, transfers of

value under the arrangement—

“(i) in the form of valuable consideration (replace-
ment payments) or rights and options issued by
the company to shareholders of the company; and

“(ii) are intended to be economically equivalent in
value to rewards of ownership to which the
holder of the original sharc would be catitled
during the term of the arrangement”.

(42) The definition of second instalment date is repealed.

(43) The definition of self-assessed adverse event is replaced by
the following:

“self-assessed adverse event, for a person and a larming,
agricultural, or fishing business of the person, means an event
that—

“(a)

ss(b)
()

is onc of the following:

“(i) drounght, firc, flood, or somc other natural cvent:
“(ii) disease or sickness among livesiock; and
materially alfects the business; and

is described, together with the effect on the business, by
the person in a statutory declaration given to the
Commissioner”.

(44) After the definition of share, the following is inserted:
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(43)

(46)

“share-lending arrangement means a returning securities
transler entered into afler 8 December 2005—

“(a) the term of the returning securities transfer is 12 calen-
dar months or less: and

“(b) thc share user, during the term of the returning sccuri-
tics transfor,—

“(i) translers 1o the share supplier the rights and
options that the holder of the original share would
be entitled to receive during the term of the finan-
cial arrangement, or rights and options that are
equivalent to those rights and options; and

“(ii) operates an imputation credit account; and

“(cy thc amount of resident withholding tax given by section

NFE 2(1)(g) for thc replacement payments under the

returning securities transfer is paid on the replacement

payments by the share user; and
“(d) the share supplier acquires the original share or a
replacement share—

“(i) from the share user under the returning securities
transter:

“(il) during the agreed term of the returning sccuritics
transfer or within a further period allowed by the
Commissioner; and

“(e) the condilons are ordinary commercial conditions ¢on-
sistent with those that would apply between parties
negotiating at arm’s length”.

After the definition of share purchase scheme, the following

1s inscrted:

“share supplier, for a returning securities transfer, means

person who disposes of an original share under the returning
securities transter to another party to the returning securities
transter

“share user, lor a relurning securities transfer, means a per-

son who receives an original share under the returning securi-
ties transfer from another party to the returning securities
transter™.

After the definition of short term trade credit, the following

1s inscrted:
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(47)

(48)

(49)
(50)

(51

“shortfall penalty is deflined in section 3(1) of the Tax
Administration Act 19947,

After the definition of sickness, accident, or death benefit

fund, the following is inserted:

“significant capital activity, in section DD 1(1B) (Enhance-

ments 1o land, except trees) and Schedule 7 (Expendilure on

farming, borticultural, aquacultural, and forestry improve-
ments), and in relation to a farming or agricultural business on
land in New Zealand,—

“(a) mcans an activity that enables a change in the nature or
character of a farming activity [rom that undertaken on
the land immediately belore the change; and

“(b) excludes an activity that enables a chunge in the inten-
sity of a farming practice employed in a farming activ-
ity on the land™.

The definition of taxable period is replaced by the following:

“taxable period has the meaning given in section 2(1) of the

Goods and Services Tax Act 19857

The definition of third instalment date is repealed.

Afler the delinition of total debt, the fcllowing is inserted:

“total supplies is defined in section MB 7(8) for the purposes of

that section and sections MB 10, MB 18, and MB 327,

In paragraph (a) of the delinition of trading stock, the (ollow-

ing is inserted belore subparagraph (i):

“(ia) section CD 24B (Distribution to member of co-
operative company based on member’s
transactions): ™.

In the delinition of trust rules, in paragraph (b), *section 397

is replaced by “sections 59 and 59B”.

After the definition of variation in control or income

interests, thc following is inscrted:

“venture investment agreement is delined in section
CW 116{6) (Proceeds from share acquired under venture
investment agreement) for the purposes of that section

“Venture Investment Fund mcans thc company called New
Zealand Ventore Tnvestment Fund Limited that is listed in the

10

15

20

25

30

35



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and
Misccllancous Provisions) Part 2 ¢l 144

(54)

(55)
(56)

(57)

(58)

(59)
(60)

61)

(62)

144

Fourth, Filth and Sixth Schedules of the Public Finance Act

19897,

Subsection (10} applies for—

(a} a company that becomes a non-resident on or after
21 March 2005; and

(b) income years corresponding to the 2005-06 and subsc-
quent Lax years.

Subsections (12) and (47) apply to expenditure incurred on and

after 1 April 2005.

Suhsections (8) and {40) apply for income years corresponding to

the 2005-06 and subsequent tax years.

Subsections (5), (7),(11), (19), and (35) apply for—

(a} a person who becomes a New Zealand resident on or
after 1 April 2006; and

(b) income years corresponding to the 2005-06 and subsc-
quent tax years.

Subsections (4), (9), {17), (24), and {37) apply for a person’s liabil-

ity for fringe benefit tax for a period beginning on or after 1

April 2006.

Suhsections {15) and {43) apply for income years corrcsponding

10 the 2005-06 and subsequent tax years.

Subsection (13) applies for income yeurs corresponding to the

2005-06 and subsequent tax years.

Suhsections {30), {38}, (39), {41), (44), and (45) apply for income

years beginning on or alter the day on which this Actreceives

the Royal assent.

Subsections (2), (3), (6}, (14), (21), (22), {23), (33), (34), (36), {42), {46),
(48), (49), and (50) apply for income years corresponding to the
200708 and subscquent tax years.

Meaning of source deduction payment: shareholder-
employees of close companies

In section OB 2(1), “GC 14D is replaced by “GC 14D, or an
amount paid to a caregiver from monies paid to a claimant in
respect of atiendant carce (as defined in Schedule 1, clause 12
of the Injury Prevention, Rchabilitation, and Compensation
Act 1991) from which a wax deduction has been made under
the Income Tax (Withholding Payment) Regulations 1979”.
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145 Meaning of income tax
(1) Insection OB 6(1)(b), “CD 11, CW 11B, CW 45, EG 17 is
replaced by “CD10B, CD 11, CW 11B, CW 45, EG 1, EX 44, EX
457,
(2)  Scction OB 6(3)(a) is replaced by the following:
*(ay Part B, except lor—
“(1y sections BB 3(2) and BH 1, if subparagraph (ii) does
not apply:
“(ii) sections BB 3(1)and (2). BG |, and BH 1, for the
purposes of the fringe benefit tax rules; and™.
(3) In section OB 6(3)(k), “MB 7” is replaced by “MB 29 to MB
327,
(4)  Subsection {2) applies for a person’s liability for fringe benefit
tax for a period beginning on or after 1 April 2006.
146 Modifications to measurement of voting and market
value interests in case of continuity provisions
Section OD 5(10) is repealed.
147 New section OD SAA inserted

After scetion OD 5, the following is inscricd:

“0OD 5AA Modifications to voting and market value interests

“(1)

‘@)

140

for application of continuity provisions to reverse

takeover

This scction modifics the application of scctions OD 3 to

OD 5 for the purposcs of the continuity provisions.

Subsection (3) applies if—

“(a) a limited attribution company (the initial parent) is
treated under section OD 5(6)(b) as holding ownership
interests in another company (the subsidiary); and

“(b) there is a change in the ownership of the initial parent,
or the initial parent ccases to exist as the result of an
amalgamation, at a time {the changeover); and

“(c) immediately beflore the changeover, the initial parent is
treated under section OD 5(6)(b) as holding all owner-
ship interests in the subsidiary; and

“(d) immediately after the changeover, another limited attri-
bution company (the new parent) is treated under
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“3)

“4)

(5)

section OD 5(6)(b) as holding all ownership interests in

the subsidiary: and

“(e) immediately after the chungeover, all or part of the
ownership interests in the new puarent are held by the
persons (the initial owners) who hold ownership
interests in the initial parent immediately before the
changcover; and

“(f) cach initial owner holds:

“(iy immediately belore the changeover, a proportion
of the total ownership interests in the initial par-
ent at that time; and

“(ii) immediately after the changeover, a proportion of
the total ownership interests in the new parent
that the initial owners hold at that time; and

“(ii1) a proportion rcferred to in subparagraph (ii) that is
cqual to the proportion referred to in subparagraph
().

If the initial owners hold a total of 49% or more of the

ownership interests in the new parent immediately after the

changeover, the new parent is treated for the purposes of Part 1

as—

“(a) holding, immediately after the changeover, the owner-
ship interests in the subsidiary that the inital parent
held immediately belore the changeover; and

“(b) having held the ownership interests for the period for
which the ownership interests were treated as being
held by the initial parent.

If the initial owners hold a total of 66% or more of the

ownership interests in the new parent immediately after the

changeover, the new parent is treated flor the purposes of
subpurts ME and MG as—

“(a) holding, immediately after the changeover, the owner-
ship interests in the subsidiary that the initial parent
held immediately before the changeover; and

“(b) having hcld the ownership interests for the period for
which the ownership interests were held by the initial
parent.

In subsections (3) and (4), if a person is referred to as holding
ownership interests in a company, sections OD 3(3)(d) and
OD 4(3)(d) apply for the calculation of the interests except
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“(6)

“(7)

148
(N

142

when ownership interests held by the person would be attrib-

uted o another person by those provisions.

If the requirements of a continuity provision are not satistied

in relation to a company and would be satisfied but for the

application of this scction, the requirements of the continuity

provision arc treated as being satisfied in rclation to the

company.

In this section, ownership interests tor a company means—

“{a) voting interests in the company as determined under
section OD 3(3){d) and subsection (5), it paragraph {h) does
not apply:

“(b) market value interests in the company as determined
under section OD 4(3)(d) and subsection (5), il a market
value circumstance exists for the company.”

Schedule 2—Fringe benefit values
Schedule 2, part A is replaced by the following:

“Part A
“Motor vehicles

The following paragraphs apply to determine the value of the
benelit that an employee has lor a quarter or ax year, or
income year when section ND 14 applies, il in the quarter,
tax year, or income year, a motor vehicle is provided by a
person for the private use of an employee, or is made avail-
able for their private use:

(a) if the vehicle is owned by the person, jointly or other-

Wise,—

(i) on the basis of the cost price of the vehicle 1o
the person: lor a quarter, 3% of the cost price,
and for a tax year or income year, 20% of the
cost price:

(ii)  subject to clause 6, on the basis of the tax value
of the vehicle to the person: for a quarter, 9%
of the tax value, and for a tax year or income
year, 30% of the tax value:

{b) il the vehicle is leased or renled by the person (rom
another person, whether they are associated or not,—
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(i) on the basis of the cost price of the vehicle 1o
its owner at the time the benelit is provided (o
the employee: for a quarter, 5% of the cost
price, and for a tax year or income yeur, 20%
of the cost price:

(i1}  subjcctto clausc 6, on the basis of the tax valuc
of the vehicle to its owner at the time the
benelit is provided 1o the employee: [or a quar-
ler, 9% ol the tax value, and (or a tax year or
income year, 36% of the tax value,

If a motor vehicle to which this schedule applies is 1 of a

number of motor vehicles, each of which is available for

private use as described in clause 1, the value of the benefit is
determined as follows:

{a)  ilthe employee mainly uses the same vehicle, clause 1
applies o that vehicle:

(b) if paragraph {a) does not apply, and the employee is
employed in a business engaged in the selling of
motor vehicles, and the vehicles available for use are
trading stock of the business, clause 1 applics to the
quoticnt obtaincd by dividing the sum of cither the
cost price ol the vehicles or their tax value, by the
otal number of those vehicles:

(c) if paragraphs (a) and {b) do not apply, clause 1 applies to
the highest value of any vehicle used by the
employee.

In this schedule, a motor vchicle’s tax valuc is the valuc of

the vchicle in a goarter or tax vear as determined under

subpart EE (Depreciation).

To determine the value of a benefit under elanse 1, any GST

paid en the acquisition of a vehicle by the owner or lessor of

the vehicle is—

{a) included in the cost price of the motor vehicle or in
the calculation of the motor vehicle’s tax value: and

{b)  notreduced by an amount of input tax on the supply
of the vehicle o the owner or lessor.
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Lh

6

)

Despite clause 4, a person who in a quarler, tax year, or
income year provides a benefit that is valued under clause 1
may choose to value the vehicle on the busis of its cost price

exclusive of GST or its tax value calculated exclusive of

GST using clause 1 as modified by clause 6.

The following paragraphs apply to a person who values a

vchicle on the basis of its cost price cxclusive of GST or its

tax value calculated exclusive ol GST:

{a) the terms “cost price” and “tax value™ in clause 1 do
not include an amount of GST payable:

{b) the references to 5% in clause 1 are treated as if they
were references to a percentage calculated using the
formula—

5+ (5 X rate of GST applying on last day ol
relevant quarter):

(c) the references to 9% in clause 1 are treated as if they
were references to a percentage calculated using the
formula—

9 + (9 x ratc of GST applying on last day of
relevant quarter):

{d) the references o 20% in the clause are treated as il
they were references to a percentage calculated
using the formula—

20 + (20 x rate of GST applying on last day of relevant
tax year or corresponding income year):

{c) the references to 36% in the clause are treated as if
they were relerences 10 a percentage calculated
using the formula—

36 + (36 X rate of GST applying on last day of relevant
tax year or corresponding income year).

If the vehicle is leased or rented by the person from another

person, the lessor must disclose to the lessee the valuce for

whichever is relevant for the lessor of the cost price and tax
value of the vehicle.

The minimum tax value of a motor vehicle to which this

schedule applies is $8,333.”

Suhsection (1) applics for a person’s liability for fringe benefit
tax for a period beginning on or after 1 April 2006.
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149
(M

)

150

“]'B

151
(N

(2)

152

(M

Schedule 3—International tax rules: grey list countries

In schedule 3, part A, the lollowing is added:

“(8) Kingdom of Spain™.

In schedule 3, part B, the following is added:

“7 In the case of the Kingdom ol Spain, any special
allowances, reliefs, or exemptions with respect to
activities that are carried on in, or by an enterprise
registered in, the following:

(a} Canary Islands:

{(b)y Ceula:

{¢) Melilla:

{(d)y Alava:

(e} Quipuzcoa:
(fy Vizcaya:

{g) Navarra.”

Subsections (1) and {2) apply for income years corresponding to
the 200607 and subsequent tax years.

Schedule 7—FExpenditure on farming, aquacultural, and
forestry improvements
In schedule 7, part A,—
(a) inclause 1, “preparation” is replaced by “unless ¢lause
1B applies, preparation™; and
(by  after clause 1, the following is inserted:
regrassing and fertilising all types of pasturc in the 457
course ol a significant capital activity that relates (o
a type of pasture with an estimated useful life of
more than 1 year

New schedule 11B inserted

After schedule 171, Schedule 11B in Schedule 1 of this Act is
inserted.

Subsection (1) applies for income years corresponding to the
2005-06 and subsequent tax years.

Schedule 13—Months tfor payment of provisional tax
and terminal tax
Part A of schedule 13 is replaced by Schedule 2 of this Act.
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(2)  Part B of schedule 13 is replaced by Schedule 3 of this Acl.
(3)  Subsections (1) and {2) apply for income years corresponding to
the 2007-08 and subsequent tax years.

153 Schedule 14—Rate of resident withholding tax
deductions
(1)  Inschedule 14, clause 2, “being dividends “being dividends or

L]

replacement payments”.

(2)  Suhsection (1) applics for income ycars heginning on or after
the day on which this Act rcecives the Royal assent.

Part 3
Amendments to Tax Administration Act 1994

154 Tax Administration Act 1994
This Part amends the Tax Administration Act 1994,

155 Interpretation
(13 This section amends section 3(1).
(2)  Afer the definition of amount payable, the lollowing is
inserted:
“approved organisation is an organisation—
“(a) whosec members include natural persons—
“{1) who are subject 1o a code of conduct; and
“(ii) who are subject Lo a disciplinary process intended
to enforce compliance with the code; and
“(b) whose members typically provide trustee services in the
course of their business activities; and
“(c) that has been approved by the Commissioner for the
purposcs of this definition™.

(3)  Afer the delinition of bank, the lollowing is inserted:

“base amount has the same meaning as in section OB | of the
Income Tax Act 20047,

(4)  Afler the definition ol certificate of exemption, the following
is inserted:
“certified dependent resident for a period of time means a
person who—
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(3)

(6)

(7)

*(a) 1is entitled under section 91K of the Tax Administration
Act 1994 10 hold lor the period a dependent resident
certificate; and

“(b) holds a dependent resident certificate issued for the
pericd by the Commissioner under section 91M of the
Tax Administration Act 1994

“certified employed resident [or a period of time means a

person who—

“(a) is enftitled under section 91K of the Tax Administration
Act 1994 to hold for the period an employed resident
certificate; and

“(b) holds an employed resident certificate issued for the
period by the Commissioner under seetion 91M of the
Tax Administration Act 1994

“certified general resident for a period of time meuans a

person who—

“(a) is entitled under section 91K of the Tax Administration
Act 1994 to hold for the period a general resident certif-
icate; and

“(b) holds a gencral resident certificate issucd for the period
by the Commissioner under section 91M of the Tax
Administration Act 1994

“certified resident for a period of time means a person who

for the period is—

“(a) a certificd dependent resident:

“(b) a certificd employed resident:

*(c)y acertiflied general resident”,

After the definition of Department, the following is inserted:

“dependent resident certificate mcans a dependent resident
certificate issucd by the Commissioner under section 91M™.

After the definition of earnings related compensation, the
following is inserted:

“employed resident certificate mcans an cmployed resident
certificate issucd by the Commissioner under section 91M™.

After the definition of fringe benefit, the following is
inserted:

“general resident certificate mcans a general resident certifi-
cate issucd by the Commissioncr under section 91M™.
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(8)

&)

(10)

(11)

(12)

(13)

(14)

143

Afler the definition of GST, the following is inserted:

“GST ratio has the sume meaning as in section OB 1 of the
Income Tax Act 20047,

In the definition of instalment date, “scction 120K is
replaced by “sections 120KB 1o 120KE”,

After the definition of instalment date, the following is
inserted:

“interest instalment date has thc same mcaning as in section

OB 1 of the Income Tax Act 2004™,

After the definition of Minister, the following is inserted:

“new-resident certificate mcans—

“(ay a dependent resident certificate issued by the Commis-
sioner under section 91M:

“(b) an employed resident certificate issued by the Commis-
sioner under seetion 91M:

“{c) a general resident certificate issued by the Commis-
sioncr undcr section 91M™.

alter the definition of new return date, the following is
inserted:
“New Zealand resident trustee means a person who,—

“(a) either alone or jointly with another person, acts as a
trustee of a foreign trust; and

“(b) is resident in New Zealund within the meaning of
section OE 1 or section OFE 2 of the Income Tux Act
20047,

After the definition of provisional tax payable, the following

is inserted:

“provisional taxpayer has the same meaning as in section

OB 1 of the Income Tax Act 2004

after the definition of private dwelling, the following is

nserted:

“qualifying New Zealand resident trustee means a trustee

who,—

“(a) is a New Zealand resident trustec; and

“(b) il a natural person, the person or their co-trusiee is a
member ol an approved organisation; and
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(15)

(16)

(17)

(18)
(19)

*(cy il not a natural person, a director or manager ol the
trustee is resident in New Zealand within the meaning
of section OE 1 of the Income Tax Act 2004; and

“(d) if paragraph (¢) applies, the New Zeuland resident direc-
tor or manager of the non-natural person must be a
member of an approved organisation”.

Afler the definition ol qualifying person, the lollowing is

inserted:

“ratio instalment date has the same meaning as in section

OB 1 of the Income Tax Act 20047

In the definition of residual income tax, paragraph (a),

“section 120K” is replaced by “section 120KB(4)".

In the definition of response period.—

(a} paragraph (a)(ii) and (iii) are omitted:

(b)  paragraphs (c) and (d} arc replaced by the following:

“(¢) the 4-month period starting on the date of issue of the
initiating notice, it—

“(i) the initiating notice is a notice of assessment
issued by the Commissioner and the notice is a
notice of proposed adjustment issued by the tax-
payer under scction 89D:

“(i1) the initiating notice is a notice of digputable deci-
sion that is nol an assessment:

“(iii) the inidating notice is a notice revoking or vary-
ing a disputable decision that is not an
assessment;

“(d) the 4-month period starting on the date on which the
initiating notice is received at an office of the depart-
ment, 1f the initiating notice is a notice of assessment
issucd by the taxpayer and the notice is a notice of
proposed adjustment issued by the Laxpayer under
section 89DA™,

The definition of second instalment date is repealed.

in the definition of tax, after paragraph (a)(xii), the following

is inserted:

“(xiiil) the amount of a subsidy payable under section
NBB 6 of the Income Tax Act 2004 to a listed
PAYE intermediary:™.
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(20)

21y
(22)
(23)

(24)

(25)

156
(1)

(2)

in the definition ol tax position, alter paragraph (n), the lol-

lowing is added:

“(o) the amount of a subsidy claimed under section NBB 6 of
the Income Tax Act 2004 to a listed PAYE
intermediary™.

The definition of third instalment date is repealed.

The definition of trustee income is repealed.

Suhsection {17) applics for an initiating notice that is issncd—

(a) in relation to a GST return period commencing on or
alter 1 April 2005:

(b) omnorafter 1 April 2003, if the initiating notice is issued
other than in relation to a GST return period.

Suhsections (4) to (7) and {11) apply for—

(a} a person who becomes a New Zealand resident on or
alter 1 April 2006; and

(b) income years corresponding to the 2005-06 and subse-
quent tax yeurs.

Subsections (3), (8) to {10), (13), (15), {16), (18}, {21), and (22) apply

for income vears corresponding to the 2007-08 and subsc-

qucnt tax years.

Keeping of business records

In section 22—

(a} in subsection (2)(f), “credit account person,—” is
replaced by “credit account person:™, and the following
is added:

“(th) is a New Zealuand resident trustee of a foreign trust in
any tax year,—.

(b) in subsection (2){1), “making it,—" is replaced by
“making it; and” and the following is added:

a1

“(m} the (inancial position of the loreign trust,—7,
In section 22(7)(¢), “this Act.” is replaced by “this Act:”, and
the following is added:
“(d) in the casc of a forcign trust, other than for the period
for which section 59B(3) applies,—
“(1) documents that evidence the creation and consti-
tution of the trust; and
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“(ii) particulars ol settlements made on, and distribu-
tions made by, the loreign (rust, including the
date of the settlement or distribution, the name
and address (if known) of the settlor of the settle-
ment, the name and address (if known) of the
recipient of the distribution; and

a record of—

“{A) thec asscts and liahilitics of the forcign trust;

“(iif)

“(B)

“(0)

and

all entries [rom day to day of all sums ol
money received and expended by the trus-
tee in relation to the foreign trust and the
matters in respect of which the receipt and
expenditure takes place; and

the charts and cedes of accounts, the
accounting instruction manuals, and the
system and programme documentation
which describes the accounting system
used in each income yeur in the administra-
tion of the trust.”

157 New section 30B inserted
(1)  After section 30A, the lollowing is inserted:

“30B Statement to share supplier when share user makes
replacement payment under share-lending arrangement
A share user under a share-lending arrangement who makes a
replacement payment to the share supplicr must at the time of
making the replacement payment give to the share supplicr a
replacement payment statement in a form approved by the
Commissioner showing—

“(a)
e (b)
e (C)
“d)

“(e)
(N

the nume of the share user:

the date on which the replacement payment is made:
the name and address of the share supplier:

the amount of any resident withholding tax deducted by
the sharc user:

the amount of the replacement payment after the deduc-
tion of resident withholding tax:

the amount of any imputation credit attached under
section ME 6B of the Income Taux Act 2004 to the
replacement payment:

15

20

25

35



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and

Part 3 ¢l 157 Misccllancous Provisions)

(2)

158

159

“(g) the aggregate of the amount ol any imputation credit
referred 10 in paragraph (I) and the amount of the impu-
tation credit arising under section NF 8B of the Income
Tax Act 2004 tor the share supplier from the deduction
of resident withholding tax:

“(h) the aggregate of the amount of any imputation credit
referred to in paragraph (f) and the amount of the impu-
tation credit arising undcr section NF 88 of the Income
Tax Act 2004 (or the share supplier and the amount of
the replacement payment alter the deduction of resident
withholding tax.”

Subsection (1) applies for replacement payments made on or

after the day on which this Act reecives the Royal assent.

Annual returns of income not required

After section 33A(1)(a)iiib), the following is inserted:

“(iiic} income thatis a payment under section 81(13(b) of the
Injury Prevention, Rehabilitation, and Compensation
Act 1991 in respect ol attendant care (as delined in
Schedule 1, clause 12 of that Act) from which a tax
deduction has been made in accordance with the
Income Tax (Withholding Payments) Regulations
1979, if the caregiver used such tax code as the Com-
missioner may from time to time prescribe; or”.

New section 33C inserted
Alter section 33B, the lollowing is inserted:

“33C Return not required for certain recipients of payments

“(1)

for attendant care

A natural person who derives income in an income ycar from

providing autendant care services is not required to lurnish a

return of income [or the auendant care services, 10 the exient

that—

“(a) the attendunt care services are provided to a claimant
who receives a payment under section 81(1)(b) of the
Injury Prevention, Rehabilitation, and Compensation
Act 1991; and

“(b) in accordance with the Income Tax (Withholding Pay-
ments) Regulations 1979, a tax deduction was made by
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“(2)

160
(N

(2)

161
(M

the Corporation from each payment referred Lo in para-
graph {a); and
“(c) the total amount derived by the natural person from
providing attendant care services in the income year
does not exceed $9500.
In this scction—
“attendant care services means services that comprise the
provision of attendant care as defined in Schedule 1, clause 12
of the Injury Prevention, Rehabilitation, and Compensation
Act 1991

“Corporation has the meaning provided in section 6 of the
Injury Prevention, Rehabilitation, and Compensation Act
1991.”

Consequential adjustments on change in balance date

In scetion 39, “transitional income ycar’ is replaced by “tran-
sitional year” in both places it occurs.”

Subsection (1) applies for income years corresponding to the
200708 and subsequent tax years.

New section 3YB inserted
Alter section 39, the lollowing is inserted:

“39B Changes in return dates: taxpayers with provisional tax

“(1)

“(2)

and GST liabilities

Suhsection (2} applics if a provisional taxpayer—

“(a) isaperson registered under the Goods and Services Tax
Act 1985, and pays GST on a 2-month cycle or a 6-
month ¢ycle; and

“(b) elects under section 38(1) to change their balance date
at some time in an income year; and

“(c) moves from—

“(i) a balance date in an even-numbered month to a
halancc datc in another cven-numbcered month: or

“(i1) a balance datc in an odd-numbcred month to a
balance date in another odd-numbered month,

Until the new balance date is reached, the taxpayer must—

“(a) continue with the due dates for their provisional tax
instalments that applied before the change in balance
date was approved; and
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“(3)

“(4)

“(5)

)

162

“(b) apply sections MB 19 to MB 23, as relevant, and s¢hedule 13,
part B of the Income Tax Act 2004 (or the wransitional
period to determine the due date and amount of an
instalment.

Suhsection (4) applics if a provisional taxpayer—

“(a) isaperson registered under the Goods and Services Tax
Act 1985, and pays GST on a 2-month cycle or a 6-
month ¢ycle; and

“(b) elects under section 38(1) to change their balance date
at some time in an income year; and

“(c) moves from—

“(i) a balance date in an even-numbered month to a
halance date in an odd-numbered month; or

“(i1) a balance datc in an odd-numbcred month to a
balance date in an even-numbered month,

Until the new balance date is reached, the taxpayer must—

“(a) continue with the due dates for their provisional tax
instalments that applied before the change in balance
date was approved; and

“(b) apply sections MB 20 te MB 23, as rclevant, and schedule 13,
part B of the Income Tax Act 2004 (or the wransitional
period o determine the due date and amount of an
instalment; and

“(c) make an adjustment to their provisional tax liability for
the income year for the part of the taxable period in
which the new balance date falls.

Il a change in balance dale means that the taxpayer’s taxable

period is not aligned with their balance date, the Commis-

sioner must make an adjustment to the taxable period under

section 15B of the Goods and Services Tux Act 1985.”

Suhsection (1) applics for income years corresponding to the
200708 and subscquent tax years.

New section 59B inserted
After section 59, the following is inserted:

“59B Disclosure of foreign trust particulars

()

134

A New Zealand resident trustee must disclose 1o the Commis-
sioner the lollowing particulars—
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“(4)

“(5)

“(a) the name or other identilying particulars (for example,
the date of the settlement on the trust) that relate 10 each
foreign trust in respect of which the person is a trustee;
and

“(b) the name and contact particulars of the New Zealand
resident trustee; and

“(c) whether a scttlor is resident in the Commonwealth of
Australia; and

“(d) the name of the approved organisation ol which a trus-
lee who is a natural person or their co-trustee or, il the
trustee is 4 non-natural person, a director or manager of
the non-natural trustee is 4 member.

A Ncw Zealand resident trustee must disclosc to the Commis-

sioncr an altcration to a particular to which subseetion {1) refers.

The disclosure required by subsections (1) and {2) and the appli-
cation of seetion 22 (2){fb) and (m) is delayed for a4 period of
2 years (calculated from the date on which the trustee
becomes a New Zealand resident) for a trustee who is a
natural person and who was appointed a trustee of the forcign
trust before becoming a New Zealand resident if the trustec,—
“(a) becomes a New Zealand resident on or alter 1 April
2006; and
“(b) is not in the business of providing trustee services; and
“(c) has not been resident in New Zealand on any day in the
period of 5 vears that ends immediately before the trus-
tee becomes a New Zealand.

Il subsection {3) does not apply, the disclosure required by

subsection (1) must be made by the date that is—

“(ay 30 days after the date of the person’s appointment as 4
trustee, if the person is appointed on or after 1 April
2006:

“(b) 60 days of the commencement of this section, if the
person is appointed before 1 April 2006:

If subsection (3) does apply, the disclosure required by sub-
section (1) must be made by the date that is 30 days after the
end of the period of 2 years that begins when the trustee
becomes a New Zealand resident.
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“(6)

163

164

165

The disclosure required by subsection (2) must be made by, —
“(a) il subsection {3) does not apply, the date that is 30 days
after the date on which the alteration becomes known to
the trustee:
“(b) it subsection {3) does apply, the date that is the later of—
“(i) the date that is 30 days after the end of the peried
of 2 years that begins when the trustee becomes a
New Zealand resident:
“(ii) the date that would be given by paragraph {a) il
subsection (3) did not apply.”

Disclosure of interest in foreign company or foreign
investment fund

In section 61(1), in the words before paragraph (a} “has at any
lime in a tax year” is replaced by “at any time in a lax yearis a
New Zealand resident who is not a certified resident and has™.

Notices of proposed adjustment required to be issued by
the Commissioner
In scection 89C(db), “income year™ is replaced by “period”.

Taxpavers and others with standing may issue notices of
proposed adjustment
After section 89D(2C), the following is inserted:

“(2D) For the purposc of subscction (2C), scction 16(3) of the

166

(H

@
“(5)

136

Goods and Services Tax Act 1985 does not apply.”

Notices of proposed adjustment required to be issued by

the Commissioner

In scction BIN(T)(c)(vi},—

(a}  “arcquest under a statute for information™ is replaced
by *‘a requirement under a statute to produce
information™:

(b)y  “the request™ is replaced by “the requirement”, in both
places that it occurs.

Scction 89IN(5) is replaced by the following:

Il the Commissioner makes an application under subsection
(3), the Commissioner must make an amended assessment by
the last day of the period that—
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167

(5)

168
(1)

)

(3)
“(3)

“(a) begins on the day following the day by which the Com-
missioner, in the absence ol the suspension, would be
required under the Inland Revenue Acts to make the
amended assessment; and

“(b) contains the total of—

“(i) the number of days between the date on which the
Commissioner files the application in the High
Court and the carliest datc on which the applica-
tion is decided by the High Court or the applica-
tion or dispute is resolved:

“(ii) the number of days allowed by an order of a court
as a result of the application.”

Test cases

Section 890(5) is replaced by the lollowing:

The Commissioner must make an amended assessment, or

perform an action, that is the subject of a suspended dispute by

the later of the following:

“(a) the day that is 60 days after the last day of the
suspension:

“(b) the last day of the period thal—

“(i}) begins on the day following the day by which the
Commissioner, in the absence of the suspension,
would be required under the Inland Revenue Acts
to make the amended assessment, or perform the
action; and

“(i1) contains thc same number of days as docs the
period of the suspension.™

Determination on economic rate

In section 91AAF(1), “section EE 257 is replaced by “section
EE 25 or section EE 25B or section 2567 .

In scction 91AAF(4){b), ¥or is an item of property to which
sections EE 25B or EE 25C of the Income Tax Act 2004 apply” is
inserted alter “reacquired”.

After section 91 AAF(4), the following is added:

A determination made under this section may apply to items
of depreciable property Lo which sections EE 258 or EE 25C of the
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(4)

169
(1)

170
(N

Income Tax Act 2004 apply il acquired or used by a persen
before the commencement of this section,”™

Subsections (1) to (3) apply for income years corresponding to
the 2005-06 and subsequent tax years.

Determination on special rates and provisional rates

In section 91AAGI(2)(a), “section EE 25(4)” is replaced by
“sections EE 25, EE 25B and EE 25C”,

In scction 91AAG(4¥h}, “or schedule 11B™ is inscrted after
“schedule 117,

Subsections (1) and {2) apply for income years corresponding to
the 2005-06 and subsequent tax years.

New Part 5B inserted
After scetion 917, the following 18 inscrted:
“Part 5B
“Certificates

“91K Eligibility for new-resident certificate

“(D)

“(2)

A natural person is eligible for a period of time in a tax year to

hold a general resident certificate if—

“(a) the person satisfies for the period the general require-
ments for a new-resident certificate given by subsection
{6); and

“(b) the period begins on or after the day on which the
person last became a New Zealand resident; and

“(c) the tax year is—
“(i) the tax year in which the person last becume a

New Zealand resident; or

“(ii) one of the next 2 tax years.

A natural person is eligible for a period ol time in a tax year (o

hold an employed resident certificate il—

“(a) the person satisfies for the period the general require-
ments for ¢ new-resident certificate given by subsection
{6); and

“(b) the person has not held a general resident certificate or
dependent resident certificate since last bocoming a
New Zealand resident; and
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“(¢) the period begins on or after the day on which the
person last became a New Zealand resident; and
the tax year is—

“(d)

“(e)

(D)

(i)
“(ii)

the tax year in which the person last became a
New Zealand resident; or
one of the next 4 tax years; and

the person engages during the tax year in an activity that
gives rise to an cntitlement to a source deduction pay-
ment other than—

‘s(i}

*(ii)

*(iii)

*(iv)
‘S(V)

*{vi)

a payment ol a kind relerred 0 in paragraph
(b)(iin), (v}, (ix), and (xi) of the definition of
salary or wages in section OB 1 of the Income
Tax Act 2004:

a payment of a kind referred to in paragraph
{b)(viii} of the definition of salary or wages in
scction OB 1 of the Income Tax Act 2004 that is
not an accident compensation payment referred
o in section CF 1(1)(a} of the Income Tax Act
2004 or a parental leave payment referred to in
section CF 1(1)(1) of that Act;

a withholding payvment of the kind specified in
part E of the schedule of the Income Tax (With-
holding Payments) Regulations 1979:

a payment madc by a close company to the per-
son as a major shareholder of the ¢lose company:
a payment made 10 the person by a person who is
a relative of the person under paragraphs (¢) and
(d) of the definition of that term in section OB 1
of the Income Tax Act 2004:

a payment made to the person from a business
carricd on by 2 or more persons jointly, whether
in partnership or otherwise, who include a person
who is a relative of the person under paragraphs
{c) and (d) of the deflinition of that term in section
OB 1 of the Income Tax Act 2004; and

the person—

(i)

during not less than 94% of the period, is under a
contractual obligation to engage in the activity
for not less than 37.5 hours in the week, including
reasonable provisions for sick lecave and annual
leave:
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“3)

““)

“(5)

“©)

“(ii) during the months in the tax year that include or
follow the day on which the person last became a
New Zealand resident, derives total source
deduction payments satisfying paragraph (e} equal
to or more than the amount given by the formula
in subsection {3).

The amount of source deduction payments required by sub-
section (2){f)(ii) is given by the lformula—
months

12.
In the formula, months is the number of months in the tax
year that include or follow the day on which the person last
became a New Zealand resident.

$70,000 %

A natural person is eligible at a time to hold a dependent

resident certificate it at the time the person is—

“(a) lcss than 20 years of age; and

“(b) financially dependent on a person who at the time is a
certiflied employed resident or a certified general resi-
dent; and

“(c) being maintained as a member of the family of the
certified resident.

A person satisfics the general requircments for a new-resident

certificate if—

“(a) the person is a New Zealand resident; and

*(b) the person last became a New Zealand resident immedi-
ately after being a non-resident for a continuous period
of at least 10 yeurs; and

“(c) the person has not held a new-resident certificate before
last becoming a New Zealand resident.

“91L Application for new-resident certificate

“(D)

‘@)

160

A natural person may apply to the Commissioner for a new-

resident certificate for the person for a time in a tux yeuar it—

“(a) the person is or will be eligible at the time to hold the
new-resident certificate; and

“(b) thc application is madc at or before the ond of the tax
year.

An application under this section must—

“(a) be in the prescribed form; and
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“(b) specily the Lax (ile number of the person or be accompa-
nied by an application by the person {or a tax file num-
ber; and

“(c) be signed by the person making the application; and

“(d) specify the type of certificate sought; and

“(e) specify the pericd for which the certificate is sought;

and

“(f) provide all the facts that arc relevant to the application;
and

“(g) specily all assumptions that are relevant 10 the applica-
tion; and

“(h) provide all other information required by the
Commissicner.

“91M Tssuing new-resident certificate

*(1) The Commissioner may issue a new-resident certificate lor a
period to a natural person who makes an application under
section 91L(2) if the Commissioner is satisfied that the person
is or will be eligible to hold the resident certificate for the
period.

*(2) A certificate issued under this section must stale—
“(a) the wype of certificate; and
“(b) the person to whom the certificate is issued; and
“(c) the period for which the certificate is issued; and
“(d) any assumptions made by the Commissioner when issu-
ing the certificate.

*91N Change in situation
A person 10 whom a new-resident certificate has been issued
must notify the Commissioner in writing of any circumstances
that affect the eligibility of the person, or of a dependent of the
person, to hold a new-resident certificate.

“910 Withdrawal or surrender of new-resident certificate

*(1) The Commissioner may withdraw a new-resident certiflicate il
the Commissioner is satisfied that the certificate is incorrect.

“(2) The holder of a new-resident certificate may surrender the
ncw-resident certificate by returning the certificate to the
Commissioncr.

161

20

25

30

35



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and

Part 3 ¢l 170 Misccllancous Provisions)

“(3)

“(4)

“(5)

(2)

171
(1)

)

172
(1)

162

A withdrawal of a new-resident certificale is elfective [rom
the date nominated by the Commissioner in a notice sent (o
the last known address of the holder of the certificate,

A surrender of a new-resident certificate is effective from the
datc on which the Commissioner receives the certificate.

The Commissioner may require the return of a new-resident
certificate that is withdrawn under subsection (1).”

Subsection (1) applies for a person who becomes a New
Zealand resident on or after 1 April 2006.

Commissioner may determine amount of provisional tax

In section 119(1),—

(a} “section MB 37 is replaced by “section MB 6™:

(b  in paragraph (d)(ii) “date.” is replaced by “date; or”
and the following is added:

“(ey the person is required, under sections MB 6(5) and
MB 17(5) of the Income Tax Act 2004, to estimate their
residual income tax for a tax year, and fails to provide
an estimation or re-estimation to the Commissioner.”

Suhsection (1) applics for income years corresponding to the

2007-08 and subsequent tax years.

Definitions
In section 120C(1), in the definition of date interest starts—
(a}  after paragraph (a)(ii), the following is added:

“(iii) for a provisional taxpayer (o whom section
120KE(7) applies, the day alter whichever dates of
instalments B, D, and F for their corresponding
income year occur 30 days after their last ratio
instaliment date; and™:

(by  after paragraph (b){iii), the following is added:

“(iv} for a provisional taxpayer other than one 1o
whom section 120KE(1) or (3) applies, means the lirst
day of the income year; and

“(v) for a provisional taxpayer to whom section
120KE{6) applies, the later of—

“(A) the day after the date set out in section
MB 17(2) or MB 17(3), as applicablc:
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(2)

173
(1)

“(B) the day alter their last ratio instalment date;
ang”,

Subsection (1) applies for income years corresponding to the
200708 and subsequent tax years.

Section 120K replaced
Section 120K is replaced by the following:

“120KB Provisional tax instalments and due dates generally

“(1)

“2)

“3)

“(4)

This scction applics—

“(a) in a tax ycar other than a transitional ycar:

*(b) to a provisional Laxpayer who is not a new provisional
laxpayer,

A provisional taxpaver’s residual income tax is due and pay-

able as set cut in section MB 8 of the Income Tax Act 2004.

Il a provisional taxpayer uses a GST ratio 1o determine the

amount of provisional ax payable, and an adjustment 10 a

base amount referred to in section MB 7 of the Income Tax Act

2004 will, or is likely to, change the amount payable, the

taxpayer may ask the Commissioner to make the adjustment

and reassess their liability.

For the purposes ol this section and sections 120KC to 120KE,

residual income lax means a person’s residual income tax lor

a tax year as defined in section OB 1 of the Income Tax Act

2004—

“{a) as increased by an amount calculated in relation to the
person and the income year under section KD 4(2)(¢c) of
the Income Tax Act 2004: or

“(b) as reduced by an amount calcnlated in relation to the
person and the income year under section KD 4(2)(d) of
the Income Tax Act 2004,

“120KC Residual income tax of new provisional taxpayer

“(1)

In a tax ycar other than a transitional year, and for the pur-

poscs of this Part, a ncw provisional taxpayer’s rcsidual

income tlax is treated as due and payable—

*(a)y in 3 equal instalments on the interest instalment dates B,
D, and F for the tuxpayer’s corresponding income year,
if section MB 8(8)(a) of the Income Tax Act 2004 applies:
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“(2)

164

“(b) in 2 equal instalments on the interest instalment dates C
and F Tor the taxpayer’s corresponding income year il
section MB 8{8)(b) applies:

“(¢) in 1 instalment on the interest instalment date F for the
taxpayver’s corresponding income year, if section
MB 8(8)(c} applies.

In this section, a relerence (¢ an instalment classified by the

letters A to Fis areference 10 an instalment date in the table in

schedule 13, part & of the Income Tuax Act 2004 on which an
instalment of provisional tux is payable by a provisional tax-
payer for an income year that corresponds to a tax year.
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Example: Section 120KC

Mr Yellow, who has a March balance date, decides to change to a May
balance date. The transitional year is 14 months long. He starts business
and becomes a new provisional laxpayer on 31 July, cstimaling
provisional tax at $13,000 lor the income year. At the end of the year, Mr
Yellow’s residual income tax is $20,000,

2007 2008

Y

Transitional year

Ju

| | !

starts | tirst second
business ¥ instalment instalment
{ue final
instalment) instalment

Instalments in transitional year: 28th day of 5th, Yih, and 13th months aller
balance date, and [inal instaliment on 28th day ol moenth [ollowing (inal month in
transitional year (s MB 22 and schedule 13, part B}, But first busincss day falls
within 30 days of the date that would be the first mstalment, 28 August (s MB 13),
so 1o instalment is duc.

Amounts payable on the instalment dates are caleulated under s MB 22.
First instaliment due 20 Jamuary: $15,000 x 4/14 = $4,285
Second instalment due 28 April: $15,000 x 8/14 - $4,285 = 54,286
Final insialment due 28 June: $15,000 - $8,571 = 56,429

Three interest start dates apply: 21 Januvary, 29 April, and 29 June (s 120K C(2)}.
First instalment 20 January on RIT: $20,000 x 4/14 = 55,714
. intcrest payable from 21 Janvary on: ($5,714 - 54,285)  $1,429
Sceond instalment 28 April on R1T: $20,000 x 4114 =55,714
. interest payable from 29 April on: ($5.714 - §4.286) = 51,428
Final instalment 28 Junc on RIT: $20,000 - ($5.714 + $5.714) S8,572
. intcrest payable from 29 Junc on RIT: (58,572 - 56,429}y $2.143

“120KD Provisional tax instalments in transitional years

“(1) For a transitional year to which schedule 13, part B of the
Income Tax Act 2004 applics, the residual income tax of a
provisional taxpaycer, othcr than a person to whom section

165



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and

Part 3 ¢1 173 Misccllancous Provisions)

“2)

“@3)

“(4)

“(5)

“(6)

166

120KE{1) applies, is due and payable as determined under sec-
tions MB 20 to MB 23 of the Income Tax Act 2004.

A provisional taxpayer in a transitional year is liable for use of
money interest for unpaid tax in relation to the instalments of
provisional tax payablc in the months sct out in schedule 13, part
B of the Income Tax Act 2004. The date interest starts is the
day aflter the 28th day of the month on which an instalment is
payable.

For the purposes of calculating the amount of interest due in
relation to an instalment of provisional tax other than a final
instalment, the amount of residual income tax pavable on the
instalment date is calculated using the formula—

residual income tax X instalment period
months in transitional year

In the formula, the instalment period is either—

“(a) 4, for provisional taxpaycrs who pay on the cquivalent
of instalment dates B, D, and F: or

“(b) 0, for provisional taxpayers who pay on the equivalent
of instalment dates C and F.

For the purposes of calculating the amount of interest due in

relation to a final instalment of provisicnal tax, the amount of

residual income tax payable is the residual income tax for the

tax ycar minus any amount trcated as duc on an instalment

date relerred 10 in subsection {3).

In this section, 4 provisional taxpayer includes a new provi-

sional taxpayer.
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Example: Scction 120KD

Dr Beige starts the income year (March balance date) using a GST ratio to
determine the amount of provisional tax payable. He makes payments in
Tunc and August. On 10 September 2007, Dr Beige decides to change his
determination method. He must then estimate his residual income tax for
the income year (s MB 17(5) Income Tax Act 2004), and pay 2 instalments
under the estimation method on instalment dates D and F. IDr Beige

provides a return for the income yvear that shows residual income tax of
$30,000.

Four interest start dates apply:
*  for eredit interest, the interest start date is 11 September:
«  for debit interest, the interest start dates are:
11 September for unpaid instalments under the GST ratio method

21 January 2008 for unpaid instalments under estimation method

29 April 2008 for unpaid instalments under estimation method.

07 2008
_-'\prl May | Jun Jul Aug Sept ‘ Oct ‘ MNav | Dec Jan Feb ‘ Mar Apr
Ritlis l
payments  $2.000 $2.300
Changres determmalion melhod on W Sepember
< »
Loatiates provisgiomal tax G year of $10,500 v ¥
Cstimation instalmeants 53000 83,000

Files return for yvear and RIT is 830,000
Balance is $25,500 ($30.000 - $4,500)
Estimation insialments: inierest duc:

on 21 Jan 2008 on $9.730 (812,750 - $3,000)

on 29 April 2008 on 59,750 (§12,750 - 53,000)
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*120KE Provisional tax and rules on use of money interest

()

‘@)

“@3)

“(4)

168

A provisional taxpayer’s residual income tax lor a tax year is

due and payable in 1 instalment on the their terminal tax date

if—

“(a) they are a natural person, other than in their capacity as
trustee; and

“(b) their residual income tax is less than 835,000 for the tax
year; and

“(c) they have not estimated their residual income (ax under
section MB 6 of the Income Tax Act 2004 lor the tax
year; and

“(d) they have not used a GST ratio under section MB 7 of the
Income Tax Act 2004 in the tax year to determine the
amount of provisional tax payable for the tax year; and

“(c) thcy have not at any time in the tax year held a valid
certificate of cxemption under seetion NF 9{12) of the
Income Tax Act 2004,

When subsection (1) applies, in relation to the payment of provi-

sional tax under section MB 8(2) or (4) or MB 20. the provisional

taxpayer—

“(a) is not liablc for nsc of moncy intcrest under section 1200
for unpaid tax until their terminal tax date:

“(b) isnotentitled to use of money interest under section 120D
for overpaid tax undl their terminal tax date.

A provisional taxpayer’s residual income tax for a tax year is

due and payable in 1 instalment on their terminal tax date if—

“(a) thcy use a GST ratio to determing the amount of provi-
sional tax payablc for the tax year; and

*(b) they use the GST ratio as the determination method lor
the whole of the corresponding income year.

‘When subsection (3) applies, in relation to the amount of provi-

sional tax paid or payable for the period in the corresponding

income year in which the GST ratio 18 used, the provisional

taxpaycr—

“(a) is not liable for use ol money interest under section 120D
for unpaid tax until their terminal tax date:

“(b) is notentitled to use of money interest under section 120D
for overpaid tax until their terminal tux date.

15

20

25

30

35



Taxation (Depreciation, Pavment Dates
Alignmenli, FBT, and
Misccllancous Provisions) Part 3 ¢l 175

“(5)

“(6)

“(7)

“(8)

(2)

174
(1)

2

175

(H

(2)

Subsections (6) and (7) apply il, under section MB 17 ol the

Income Tax Act 2004, a provisional taxpayer changes the way

they determine the amount of provisional tax.

For credit interest, the taxpayer is entitled to use of money

interest from the later of—

“(a) thc day after the date sct out in section MB 17(2) or (3), as
applicable:

“(b) the day after their last ratio instalment date.

For debit interest, the taxpayer is liable for use of money

interest—

“(a) for the period of the tax year in which they usc the GST
ratio, from the later of the dates set out in subsection {(6):

“(b) Tfor the period of the tax year in which they estimate
their provisional 1ax, from whichever dates of instal-
ments B, D, and F for their corresponding income year
oceur 30 days after their last ratio instalment date.

In this scction, a reference to an instalment classified by the

letters A to Fis a reference to a date in the table in schedule 13,

part & of the Income Tax Act 2004 on which an instalment of

provisional tax is payable by a provisional taxpayer for an

income yedr that corresponds to a tax year.”

Subsection (1) applies for income years corresponding to the

200708 and subscquent tax years.

Meaning of unpaid tax and overpaid tax for provisional
tax purposes

In section 120L(1), “section 120K” is replaced by “section
120KB{4)” .

Subsection (1) applies [or income years corresponding 10 the
2007-08 and subsequent tax years.

Where provisional tax paid by company does not count
as overpaid tax

In scction 120M(b), “scction MB 10 is replaced by “section
MB 377.

Subsection (1) applies for income years corresponding to the
200708 and subsequent tax years.
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176 Due date for underestimation penalty tax

(1) In section 120Q, “the taxpayer’s third instalment date™ is
replaced by “the date of instalment F set out in schedule 13, part
A of the Income Tax Act 2004, for the taxpayer’s correspond-
ing income vear”.

(2)  Suhsection {1) applics for income ycars corresponding to the
2007-08 and subsequent tax years.

177 Late payment penalty and provisional tax

(17 Insection 139C(1), “Subsection (1B) overrides this subsection.™
15 added.

(2)  After section 139C(1), the Tollowing is added:

“(1B) Subsection {1) applies to a provisional taxpayer who uses a

(4)

170

GST ratio in a tax year to determine the amount of an instal-
ment of provisional tax payable for the tax year except in the
following circumstances:

“(a) when the taxpayer pays an amount determined correctly
using the GST ratio, but underpays their liability in
comparison with their residual income tax for the tux
year:

“(b) when the taxpayer’s residual income tax has been reas-
sessed and, based on the new GST ratio, the taxpayer
has undcrpaid an instalment of provisional tax that was
duc hefore the date of reassessment.”™

In section 139C(2), in the definition of provisional tax

payable,—
(a} “section MB 57 is replaced by “section MB 9” wherever
it occurs:

(b) in paragraph (a)(ii}, “scction MB 2” is re¢placed by
“section MB 4”:

(¢)  in paragraph (a)(ii), “sections MB 2AA or MB 2AB” is
omitted:

(d) in paragraph (aa), “section MB 5A” is replaced by
“sections MB 9 and MB 20 wherever it occurs:

(e} in paragraph (aa)(ii), “item p of the formulae in section
MB 5A(5) and MB 5A(7)” is replaced by “item residual
income tax in the formula in section MB 9(2)”.

Subsections (1) to {3) apply lor income years corresponding (o

the 2007-08 and subsequent tax years.
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178

(1)

)

179
(N

(2)

180
(N

Application of other provisions of Act to imputation
penalty tax and dividend withholding payment penalty
tax

In section 140D(2)(d) and (3)(d), “section 120K” is replaced
by “sections 120KB to 120KE™.

Suhsection (1) applics for income years corresponding to the
2007-08 and subsequent tax years.

Application of other provisions of Act to Maori
authority distribution penalty tax

In scction 140DB(2}b}, “section 120K™ is replaced by “see-
tions 120KB to 120KE™.

Subsection (1) applies for income years corresponding to the
200708 and subsequent tax years.

New section 141EA inserted
After scetion 141E, the following is inscrted:

“141EA Shortfall penalty and provisional tax

(2)

181

Despite sections 141A to 141E, a provisional taxpayer who

uses a GST ratio in a tax year to determine the amount of an

instalment of provisional tax payable for the tax ycar is not
liable to pay a shortfall penalty in the following
circumstances:

“(a) when the taxpayer with a provisional tax liability at an
instalment date pays the amount determined using the
GST ratio, but underpays their annual liability:

“(b) when the taxpayer uses the GST ratio that applies at an
instalment date but a later reassessment of their residual
income tax changes the GST ratio and the amount of the
instalment.”

Subsection (1) applies for income years corresponding to the
200708 and subsequent tax years.

Reduction of penalties for previous hbehaviour

In section 141FB(5), “subsection (2)” is replaced by “subsec-
tions (1) and (2)".
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182

183

(H

(2)

184

(M

(2)

185

(1)

2

172

Absolute liability offences

In section 143(1)(c), “1985.” is replaced by “1985; or” and

the following is added:

“(d) unless section 59B{3) applies, acts as a New Zealand resi-
dent trustec of a forcign trust when the person is not a
qualifying New Zcaland resident trustee.”

Transfer of excess provisional tax if provisional tax paid
is more than taxpayer’s provisional tax liability,
determined before assessment

In scction 173P(2)(a), “scction MB 6™ is replaced by “section
MB 12",

Subsection (1) applies for income years corresponding to the
200708 and subsequent tax years.

Transfer of excess provisional tax if taxpayer estimates

or revises estimate of residual income tax, determined

before assessment

In section 173Q,—

(a}  insubsection (1¥b)(il), “section MB 2(1)(4) or section
MB 2(1)(b)” is replaced by “section MB 4(2)”:

(b) in subsection (2)ia). “section MB 6" is replaced by
“section MB 127

(c} in subscction (2), “scction 120K(4}y” is replaced by
“section 120 KD{1) and {2)”.

Subsection (1) applies for income years corresponding to the
200708 and subsequent tax years.

Transfer of excess tax it provisional tax is more than

taxpayer’s residual income tax, determined after

assessment

In section 173R,—

(a) in subsection (2)(a), “section MB 67 is replaced by
“section MB 12”:

(b in subsection (2), “section 120K(4)” is replaced by
“section 120 KD{1) and {2)”.

Subsection (1) applies [or income years corresponding 10 the

200708 and subsequent tax years.
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186
()
“2)

2

(3

(4)

187
M
(2)

188

Remission in circumstances of qualifying event
Section 183ABA(2) is replaced by the following:
If this section applies and an affected taxpayer has been
charged with interest under Part VII, the affected taxpayer
may request the Commissioner to remit the interest charged.”

In section 183ABA(3)—

(a) in the words before paragraph (a), “penalty and” is
omitted:

(b  in paragraph (a), “penalty or™ is omitted.

In scction 183ABA(4), “and scction MB 3B of the Income

Tax Act 19947 is omitted.

Subsections (1) ta (3) apply for income years corresponding to

the 2005-06 and subsequent tax years.

Remission on written application
In the heading 1o section 183H, “written™ is omitled.
Section 183H(a) is replaced by the following:
“(a) makc a written request to the Commissioner, if the
requested remission is of—
“(i) imputation penalty tax imposed by section 140B:
“(ii) dividend withhelding payment penalty tax
imposed by section 140C:
“(iii) Maori authority distribution penalty tax imposed
by section 140CB:
“(iv) a shortfall pecnalty imposed by scction 141AA:
“v) intcrest under Part VII; and™.
Subsections (1) and {2) apply for income years corresponding to
the 2005-06 and subsequent tax years.

Payment out of Crown bank account
In section 185( 1)), “Income Tax Act 2004—" is replaced by
“Income Tax Act 2004; or” and the lollowing is added:

“(g) in accordance with section NBB 6 of the Income Tax Act
2004—".
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189

New sections 185C and 185D inserted
Afler section 185B, the lollowing is inserted:

“185C Establishment of Listed PAYE Intermediary Bank

Account
An account called the Listed PAYE Intermediary Bank
Account is established by this section.

“185D Payments into, and out of, Listed PAYE Intermediary

“(1)

‘@)

“3)

190

191
(1)

(2)

174

Bank Account

All payments received by the Commissioner from a listed
PAYE intcrmediary and madc undcr subpart NBB of the Income
Tax Act 2004 must be paid into the Listed PAYE Tntermedi-
ary Bank Account.

Such amount as is necessary to meet the payments required to
be made under section NBB 6 of the Income Tax Act 2004 must
be paid into the Listed PAYE Intermediary Bank Account.

The money standing to the ¢redit of the Listed PAYE Interme-
diary Bank Account must be applied in making payments
under section NBB 6 of this Act.”

Part 4
Amendments to other Acts

Income Tax Act 1994

Income Tax Act 1994
Sections 191 10 201 amend the Income Tax Act 1994,

Exclusions from term “dividends”

In section CF 3(1)ic). ¥, or treated under section FGB 2 as being

distributed in respect of any sharc in the company,” is inserted

after “liquidation of the company™.

Subsection (1) applies for—

(a) a company that becomes a non-resident on or after
21 March 2005; and

(by  the 200405 income year.
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M

(2)

193

(M

(2)

“(2)

()

194
(N

Government grants to businesses

In section DC 1(1)(a), “a payment 1o which section CC 3 or
section DL 3 {except section DL(3)(6)), applies:” is replaced
by the following:

“a payment—

“(i)  to which scction CC 3 applics:

“(i) 1o which section DL 3, other than DL 3(6),
applies:

“(iil) of a grant made under the Agriculture Recov-
ery Programme for the Lower North Island
and Eastern Bay of Plenty, to the extent that
the grant is made in respect of expenditure
incurred by the taxpaycr before the grant:™.

Subsection (1) applies for the 2003-04 and subsequent income
years.

Certain expenditure on land used for farming or

agricultural purposes

In section DO 3,—

(a) in the words preceding paragraph (a), “Any taxpayer”
is replaced by “Unless subsection {2) applies, a
taxpayer”:

(b)  in paragraph (g). “rabbit-proot.” is replaced by “rabbit-
proof:” and the following is added:

*(h) the regrassing and lertilising ol all types ol pasture, il
the expenditure is not amortised under section DO 4.

Section DO 3 is renumbered as section DO 3(1} and the follow-

ing is added:

Despile subsection (1){h), and except 1o the extent that the

expenditure relates to a type of pasture with an estimated

useful life of 1 yeur or less, a person is not allowed a deduction

for an amount of expenditure that is incurred in the course of a

significant capital activity.”

Subsections (1) and {2) apply 1o expenditure incurred on and

alter 1 July 2004,

Low value asset write-off
In scction EG 16(1), the words preceding paragraph (a) arc
replaced by the following:
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“(1) Unless subsection (1B} applies, the cost of any low value prop-
erty that, on or before 19 May 20035, is—".

(2)  After section EG 16{1), the following is inserted:

“(1B)For the 2004-05 income yecar and for a taxpayer with a late
balance date, in paragraph {a) ol the definition of low value
property in section OB 1, “S200” must be read as $500.”

(3)  Subsections (1) and (2) apply for the 2004—05 income year.

195 New subpart FCB inserted
(1) Afer subpart FC, the lollowing is inserted:

“Subpart FCB—Emigration of resident companics

“FCB 1 Tax effects of company becoming non-resident to
reflect tax effects of liquidation

“(1) This subpart applies to a company (an emigrating cempany)
that—

“(a) is a New Zealand resident; and
“(b) ccascs to be a New Zealand resident.

“(2) The intended effect of this subpart and related provisions of
the Act is that, for the purposes of the Act, the effects on an
emigrating company and its shareholders when the emigrating
company becomes a non-resident reflect the effects that would
have resulted if—

“(a) immediately before the emigration time—

“(i) the emigrating company disposed of its property
at market value; and

“(ii) the emigrating company went into liquidation;
and

“(iii) the amount available for distribution in the liqui-
dation were distributed as dividends to the share-
holders of the cmigrating company; and

“(b) at the cmigration time, the cmigrating company wcere
reflormed as a foreign company thal—

“(i} had the same ownership and business activities as
those of the emigrating company immediately
before the emigration time; and

“(ii) acquired at market value the property of the emi-
grating company at the emigration time.
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“FCB 2 Emigrating company treated as paying distribution to

shareholders

Immediately before the emigration time for an emigrating

company—

“(a) the emigrating company is treated as paying, as divi-
dends, a distribution in money to shareholders of the
amount that would be available for distribution to the
sharcholders if, at thc cmigration time, the cmigrating
company—

“(i) disposed ol its property at market value; and
“(ii) went into liquidation; and

“(b) each shareholder in the emigrating company is treated
as being paid by the emigrating company, as a dividend,
a distribution in money of the amount to which the
sharcholder would be entitled in such a liquidation.

“FCB 3 Emigrating company treated as disposing of property

)

196
(1)
(1Y (2)

and immediately reacquiring property

An emigrating company is treated as, immediately before the

emigration time for the emigrating company,

“(a) disposing of the property of the emigrating company to
another person for consideration equal to the market
value of the property at the emigration time; and

“(b) acquiring the property referred 1o in paragraph (a) from
the other persen for consideration equal to the amount
referred to in paragraph (a).”

Suhsection (1} applics for

(a} a company that becomes a non-resident on or after
21 March 2003; and

(by  the 200405 income year.

Company may attach imputation credit to dividend
Section ME 6i(2) is replaced by the following:
Nowwithstanding subsection (1), an imputation credit account
company may retrospectively attach an imputation credit (o a
dividend arising from u transfer pricing adjustment or under
subpart FCB if —
“(a) the company pays a non-cash dividend and is subject to
an adjustment under section GD 13(3) or (4) in respect
of the arrangcment giving risc to the dividend:
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(2)

()

“(b) the company is an emigrating company that is treated
under section FGB 2 as paying a distribution (o
shareholders.”

In section ME 6(3), “subsection (2)” is replaced by “sub-

section {2){a)”.

Afler section ME 6(3), the lollowing is inserted:

“(3B)The amount of imputation credit attached retrospectively

(4)

&)
“(6)

(©)
197

()
“©)

“(7)

178

under subsection (2){h) must not exceed the credit balance, if
any, in the company’s imputation credit account immediately
before the emigration time.”

In section ME 6(5)(a), “subsection (2)” is replaced by “sub-
section (2)(a)”.

After scetion ME 6(5), the following is added:

Il an amount of tax paid by an emigrating company is attribu-

table to the upplication of subpart FCB to the emigrating com-

pany, the amount of tax is treated for the purposes of this

subpart as being paid immediately before the emigrating com-

pany becomes a non-resident if—

“(a) thc company determines under subsection (2){h) to attach
an imputation credit to a dividend; and

*(b) the imputation credits that the company atlaches are not
less than the amount of lax; and

“(c) the company notifies the Commissioner with the com-
pany dividend statement required by subsection (4)(h).”

Suhsections (1) to (5) apply for the 2004-05 imputation ycar.

Company may elect to maintain dividend withholding
payment account
After section MG 2(5), the following is added:

If an cmigrating company is a dividend withholding payment
account company immediately before the emigration time lor
the emigrating company, the emigrating company ceases (0 be
a dividend withholding payment account company at the emi-
gration time.

A company that ccascs to be a dividend withholding payment
account company as a result of suhsection {(6) must—
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(2)

198

(1)
66(8)

(2)

199

(1)

“(a) [urnish, within the time limit in section 71 of the Tax
Administration Act 1994, the annual dividend with-
holding payment account return required from the com-
pany as a dividend withholding payment account com-
pany for the imputation year in which the company
becomes a non-resident; and

“(b) pay any further dividend withholding payment that may
bc pavable under section MG 9 by the company as a
dividend withholding payment account company [or
the imputation year.”

Subsection (1} applies for—

(a} a company that becomes a non-resident on or after
1 April 1997; and

(b) the 1997-98 and subscquent imputation years.

Company may elect to be conduit tax relief company

and maintain conduit tax relief account

After section MI 2(7), the following is added:

A company that ceases 10 be a dividend withholding payment

account company as a result ol section MG 2(6}—

“(a) ceases to be a conduit tax relief company; and

“(b) must furnish, within the time limit in section 69 of the
Tax Administration Act 1994, the annual imputation
return required from the company for the imputation
year in which the company becomes a non-resident; and

“(cy must pay any dividend withholding payment that may
be payable under section MI 10(3) by the company as a
dividend withholding payment account company [or
the imputation year.”

Subsection (1} applies for—

(a} a company that becomes a non-resident on or after |
April 1997; and

(b)  the 1997-98 and subsequent imputation years,

Further dividend withholding payment payvable in
respect of conduit tax relief account debits

In the heading to section MI 10, “Further dividend” is
replaced by “Dividend™.
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200
(H
(2)

(4)

180

In section M1 10(1), “a lurther amount™ is replaced by “an
amount”,
In section MI 10(2). *further amount” is replaced by
“amount™.

Subsections (1) to (3) apply for the 1997-98 and subsequent
imputation years,

Definitions
This scction amcends section OB 1.

In the deflinition ol available subscribed capital—

(a)  the formula is replaced by the following:

a+b-c+d:

(b)  after the definition of item c, the following is added:

“d is—

*(i) in the case of a company that has been
an emigrating company, the amount of
the company’s distribution under section
FGB 2 that is assessable income of the
shareholders:

¥(i1}y 1in any other case, nil:”.

After the definition of emergency call, the following is

inserted:

“emigrating company is dcfincd in section FGB 1(1):

“emigration time, {or an emigraling company, is the time at

which the emigrating company becomes a non-resident:”.

In the definition of estimated useful life, after paragraph (c),

the following is added:

“(d) for a type of pasture, means the period of lime over
which the pasture might reasonably be expected to be
usetul to a person in deriving income or carrying on a
farming or agricultural business on land in New
Zealand™.

In the definition of low value property, “$200” is replaced

by “$5007.

After the definition of sick, accident, or death benefit fund,

the following is inserted:
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(7
®)
(9
201

(1)

“4B.

)

202

203

(1)
)

“significant capital activity, in section D0 3 and Schedule 7, and
in relation o a farming or agricultural business on land in
New Zealand,—

“{a) means an activity that enables a change in the nature or
character of a farming activity from that undertaken on
the land immediately before the change; and

*(b) excludes an activity that enables a change in the inten-
sity of a farming practice employed in a farming activ-
ity on the land™.

Subsections {4) and {6) apply to expenditure incurred on and
after 1 July 2004.

Subsections (2) and (3) apply [or a company that becomes a non-
resident on or after 21 March 2005,

Subsection {5) applies for an asset acquired after 19 May 2005.

Schedule 7—Expenditure on L.and and Aquacultural
Improvements
In Schedule 7, Part A,—
(a} in clause 4, “The preparation” is replaced by “Unless
clause 4B applies, the preparation™; and
(b) after clausc 4, the following is inscrted:
regrassing and fertilising all types of pasture in 457,
the course ol a signiflicant capital activity that
relates to a type of pasture with an estimated
usetul life of more than 1 year
Suhsection (1) applics on and after 1 July 2004.

Goods and Services Tax Act 1985

Goods and Services Act 1985
Sections 203 to 219 amcnd the Goods and Scrvices Act 1985.

Interpretation
This section amends section 2.

Before the definition of challenge, the following is inscried:

“associated supply means—

“(a) asupply for which the supplier and recipient are associ-
ated persons:
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(4)

&)

204
M
(2)

205
(1)

182

“(b) asupply ol aright, under a debt security, equily secur-
ity, or participatory securily, o receive [or no consi-
deration, or consideration at other than the open market
value, a supply of goods und services that is—

“(i) not an exempt supply: and

“(ii) nota supply relating to the control of the issuer of
the debt sceurity, cquity sceurity, or participatory
sceurity”.

After the definition of associated supply, as inserted by sub-
section (5), the following is inserted:

“bhalance date is dcfined in section 15B (Taxablc periods
aligned with balance dates) for the purposcs of that section™.

In the definition of taxable period, “section 15 or section

15A™ is replaced by sections 15 to 150.

Suhsections (3} and (4) apply for a rcgistered person for—

(a} ataxablec period that begins on or after the beginning of
the registered person’s 2007-08 income year, il the
registered person derives assessable income in that
income yeur:

(b) a taxable peried that begins on or after 1 April 2007, if
paragraph {a) does not apply.

Meaning of term financial services

Section 3(3)b) is omitted.

Subsection (1) applies for supplies of financial services that are
made on or after the date on which this Act receives the Royal
assecnt.

Meaning of term supply
Section 5(11D)a) is replaced by the following:
“(a) an adhesive label, or a mark or design, that is—
“(i) issucd or sold by a person to another person; and
“(i1) affixed to, impressed on, or printed on stationery;
and
“(iii) indicates pre-payment of the fee chargeable for
the carriage of a letter, parcel, or other article; and
“(iv) not intended to distinguish the article to which it
relates from similar articles carried by the same
person:”.
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2

Afler section 5(14), the lollowing is inserted:

“(14B) If part of a supply of a debt security, equity security, or

206

207
(1)

2

(3

participatory security is the supply of a right to receive sup-
plies of goods and services that are not exempt supplies, the
supply of the right is treated as being a supply of goods and
scrvices made for a consideration.”

Subsection {1) applies for supplies that are made on or after the
date on which this Act receives the Royal assent.

Suhsection (2) applics for supplics of financial scrvices that arc
madc on or after the date on which this Act receives the Royal
assent,

Time of supply

In section 9(2)}a), the words before subparagraph (i) are
replaced by the following:

“(ay il the supply is an associated supply,—”.

Value of supply of goods and services

In section 10(3), in the words before paragraph (a), “(3AB),”
1s inscried after “subscctions (3A),”.

Section 10(3)(b) is replaced by the lollowing:

“(b) the supply is an associated supply: and”.

After scetion 1((3A), the following is inscrted:

“(3AB) Subsection (3) does not apply to a supply of goods and

(4)

208
(N

services if the recipient—

“{a) acquires the supply for no consideration; and

“(b) from the time of the supply, applies the goods and
scrvices for the purposc of making taxable supplics.”

Subsections (1) and (3) apply [or supplies made on or alter the
date on which this Act receives the Royal assent.

Zero-rating of goods
Scction 11(1)(j} is replaced by the following:
“(j) the goods are not situated in New Zealand at the time of
supply and
“(i) the goods are not sitvated in New Zealand at the
time of delivery to the recipient:
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(2)

209
(M

)

“(ii) the recipient pays tax under section 12 on the
importation ol the goods into New Zealand; or”.

Subsection (1) applies for supplies made on or after 19 May 2005.

Exempt supplies

In section 14(1)(a),—

(a}  “not being—" is replaced by “not being a supply
referred to in subsection {1B).”:

(b  subparagraphs (i) and (ii) are omitted.

After scetion 14(1), the following is inscricd:

“(1B)The following supplies are excluded from the exemption

210
(M

under subsection (1):

“(a) a supply of financial services that, in the absence of
subsection (1)(a), would be charged with tax at the rate
of zcro per cent under section 11TA:

“(b) a supply described in paragraph {(h) of the definition of
associated supply:

“(cy asupply of goods and services which (although being
part of a supply of goods and services which, but for
this paragraph, would be an exempt supply under sub-
section (1)(a)) is not in itself, as between the supplier of
that first-mentioned supply and the recipient. a supply
of financial services in respect of which subsection
()Y{a)applics.”

Subsection {2) applies in relation to the insertion of section

14(1B){b) for supplies of financial services that are made on or

atter the date on which this Act receives the Royal assent.

New section 15AB inserted
Aller section 15A, the lollowing is inserted:

“15AB Transitional provision: alignment of taxable periods

“(1)

“(2)

“(3)

184

with balance dates

This scction applics to a registered person who has a provi-
sional tax liability in the person’s 2006-07 income ycar.
The registered person may pay the person’s GST liability on a
monthly basis if the person applies to the Commissioner to
pay on that basis.

The registered person must pay the person’s GST liability on a
monthly basis il the person’s total taxable supplies in a 12-
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“(4)

“(5)

“(6)

“(7)

“(8)

“(9)

month period are more, or are likely to be more, than
$24,000,000.

If neither of subsections (2) and (3) applies to the registered
person, the registered person must pay a GST liability on
cither a 2-monthly or 6-monthly basis.

The registered person must pay a GST liability in a set of
instalments that is aligned with the registered person’s bal-
ance date under section 33 or 38 of the Tax Administration
Act 1994, reflecting the applicable payment dates in sehedule
13, part A of the Income Tax Act 2004

For the purposes ol subsection (5), a registered person whose
balance date changes during an income year must,—
“(a) before the new balance date, use the payment frequency
applying at the start of the income year:
“(b) after the new balance date, use the cycle of taxable
periods starting on the first day of the new income year.
IT the registered person’s GST cycle is not aligned with the
person’s balance date and the persen has a provisional tax
liwbility for a tax year, the Commissioner must adjust the
person’s taxable periods by truncating the last taxable period
betore the balance date so that the taxable period and income
year end on the same date.

The Commissioner may make the adjustment in subsection (7)
il—

“(a) the registered person’s income tax liability indicates

that a provisional tax liability is likely to arise:

“(b) the registered person asks for the adjustment.

If there is a change in the basis on which the registered
person’s laxable period is set and the change could result in
the person’s taxable period not being aligned with the per-
son’s balance date, the Commissioner must adjust the effec-
tive date of the change in taxable period to produce aligniment.

“(10) In this scction, balance date mcans the registered person’s

annual balance datc for accounts for the tax yecar or other
period lor which the person must provide a return of income
under section 33 of the Tax Administration Act 1994,

“(11) A person is treated as having a balance date that falls in March

it—
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211
(1)

*15
66('])

“(2)

“3)

“4)

(5)

186

“(a) the person does not provide a return of income under
section 38 of the Tax Administration Act 1994:

“(b) the person is a non-resident company that does not have
a fixed estublishment in New Zeualand.”

Suhsection (1) applics for taxable periods of a registered person

that begin on or after the beginning of the person’s 2006-07

income year.

Sections 15 to 15AB replaced
Sections 15 to 15AB are replaced by the following sections:

Taxable periods

A registered person’s laxable period must be 1 of the

following:

“(a) a 6-month period, if subsection (2) upplics:

“(b) a 2-month period:

“(c) a l-month period,if subsection (3) or {4) applies.

A person may pay the person’s GST liability on a 6-monthly

basis i[—

“(a) the person’s total taxable supplies in a 12-month period
are no more, and are not likely to be more, than
S$250,000; and

“(b) the person applies to the Commissioner to pay on this
basis.

A person may pay the person’s GST liability on a monthly
basis if the person applies to the Commissioner to pay on that
basis.
A person must pay the person’s GST liability on a monthly
basis if the person’s total taxable supplics in a 12-month
period are more, or are likely to be more, than $24,000,000.
For the purposes of subsections (2) and {4),—
“{a) the 12-month period is a period that starts on the first
day of a month and ends on the last day of a month:
“(b) thc amount of a person’s total taxable supplics docs not
include the amount of taxable supplics arising as part
ofl—
“(i) the ending, including a premature ending, ol a
tuxable activity carried on by the person:
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“(ii) a substantial and permanent reduction in the size
or scale of a taxable activity carried on by the
person:

“(ii1) the replacement of plant or a capital asset used in
a taxable activity carried on by the person:

“(c) the Governor-General, from time to time, may declare
by Order in Council anothcr amount as the limit apply-
ing to the valuc of a person’s taxable supplics.

“15B Taxable periods aligned with balance dates

“(1)

“(2)

“(3)

“(4)

“(5)

“©)

Unless seetion 15(3) or (4) applies, a person with a provisional
tax liability must pay a GST liability on either a 2-monthly or
G-monthly basis.

A person must pay a GST liability in a set of instalments that
is aligned with the person’s balunce date under section 33 or
38 of the Tax Administration Act 1994, reflecting the applica-
ble payment dates in schedule 13, part A of the Income Tax Act
2004.

For the purposes of subsection (2), a person whose balance date
changes during an income year must,—
“(a) before the new balance date, use the payment frequency
applying at the start of the income year:
“(b) after the new balance date, use the cycle of taxable
periods starting on the first day of the new income year.
Il a person’s GST cycle is not aligned with the person’s
balance date and the person has a provisional tax liability for a
tax year, the Commissioner must adjust the person’s taxable
periods by truncating the last taxable period before the bal-
ance date so that the taxable period and income year end on
the same date.

The Commissioner may make the adjustment in subsection (4)

il—

“(a) the person’s income tax liability indicates that a provi-
sional tax liability is likely to arise:

“(b) the person asks for the adjustment.

In this scction, halance date mcans the person’s annual balance

date for accounts for the tax year or other period [or which the

person must provide a return of income under section 33 of

the Tax Administration Act 1994,
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“(7)

A person is treated as having a balance date that (alls in March

il—

“(ay the person does not provide a return of income under
section 38 of the Tux Administration Act 1994:

“(b) the person is a non-resident company that does not have
a fixed establishment in New Zealand.

*153C Changes in taxable periods

“(D)

“(2)

“(3)

“(4)

“(3)

A person to whom section 15(1)(b) or {¢) applies may apply to the

Commissioner to chunge the person’s taxable period to a4 6-

month period.

The factors that the Commissioncr must consider in dirccting

a change of taxable period are—

“(a)y the person’s history in (iling returns and paying tax
liabilities:

“(b) the person’s financial reporting practices:

“{c) the nature and volume of the person’s taxable supplies:

“(d) the previous use of a 6-month cycle.

A person 1o whom section 15(1){a) applies may apply to the

Commissioner 10 change the person’s taxable period (o a 2-

month period.

A person whose taxable period is based on a 6-month or 2-

month cycle 1s treated as having changed to a 1-month cycle

if—

“(a) the threshold in section 15(4) applies at the end of a
taxable period to the person’s total taxable supplies; and

“(b) the person has not notified the Commissioner of a
change of status under section 53(1)(ca) before the end
of the next taxable period.

A rcturn provided after a change in taxable period must not

include amounts for a period lor which a return has already

been provided.

“15D When change in taxable period takes effect

“(1)

183

This section applies if a registered person, who qualifies under

section 15—

“(a) applics under section 15B{4)(b}, or 156(1) or (2} to changc the
basis on which the person’s taxable period is set; or
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“(4)

(2)

212
(1

“16
“(1)

“(2)
“(3)

“(4)

*(b) isrequired because of section 39B of the Tax Administra-
tion Act 1994 1o change the basis on which the person’s
taxable period is set.

A change in taxable period takes effect at the end of the

taxable period in which the person applics or is required to

changc the hasis on which the person’s taxable period s sct.

Despite subsection (2), for a person to whom seetion 15B applies,

the Commissioner must adjust the effective date of the change

in taxable period if, as a result of the change, the person’s
taxable period is not aligned with the person’s balance date.

Sections MB 26 and MB 27 of the Income Tax Act 2004 override

this section.”

Subsection (1} applies for a registered person for—

(a} ataxable period that begins on or after the beginning of
the registered person’s 2007-08 incomce ycar, if the
registered person derives asscssable income in that
income year:

(b) ataxable peried that begins on or after 1 April 2007, il
paragraph (a) does not apply.

Section 16 replaced
Scction 16 is replaced by the following:

Taxable period returns

A registered person must provide a return setting out the
amount of tax payable by them for a taxable period on or
before the 28th day of the month following the end of the
taxable period. The amount is calculated under scction 20.

Subsection (1) does not apply il the month following the end of
a tuxable period is December, in which case the person must
provide the return by 20th January.

If the circumstances of a non-profit body or a particular casc
mean a variation is required in the date on which a return must
be provided, the Commissioner may vary the date.

A registered person who ceuases to be registered must provide
a final return for the part of the last taxable period for which
they were registered on or before the 28th day of the month
following the ¢nd of that taxable period.”
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(2)  Subsection {1) applies for taxable periods ending on or alter
31 March 2006.

213 New section 16B inserted

(1) After scction 16, the following is inscrted:

“16B Meaning of end of taxable period

“(1) A taxable period ends on the last day of 4 month.

“(2) Despite subsection {1). a registered perscon may apply to substi-
tute a day other than the last day of a month as the end of a
taxablc period, but the day must be within 7 days of the last
day of the month, whether earlier or later than that day.

“(3) Subsection {5) applies if 1 or more of the following events
occurs in relation to a registered person:

“(a) the natural person dies or is made bankrupt:

“(b) thc company goes into liquidation or reccivership, or
ccasces to ¢xist on amalgamation (as defined in section
OB 1 of the Income Tax Act 2004),

“(4) Despite subsection (1), if an event referred to in subsection (4)
occurs, the date of the event is treated as the end of the
person’s taxable peried.”

(2)  Subsection (1} applies lor a registered person [or—

(a) ataxable period that begins on or alter the beginning of
the registered person’s 2007-08 income year, if the
registered person derives assessable income in that
income year:

(b)  ataxable pericd that begins on or after 1 April 2007, if
paragraph (a) docs not apply.

214 Special returns

(1) In section 17(1), “the last working day” is replaced by “the
28th day”.

(2)  Suhsection {1) applics for taxable periods cending on or after
31 March 2006.

215 Registered person to notify change of status

190

In section 53(1)ic), “section 15(3)” is replaced by “section
15(2)".
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216

217
(N

(2)

218

219

(1)

(2)

220

(H

Group of companies
In section 55(7)(b), “section 15 or section 15A™ is replaced by
“sections 15 to 15D”.

Branches and divisions

In scction 56(6}, “scections 15, 15A” is replaced by “scctions

15 10 15D” in both places where il appears.

Subsection (1) applies for a registered person for—

(a} ataxable period that begins on or after the beginning of
the registered person’s 2007-08 income year, if the
registered person derives asscssable income in that
income year:

(b) ataxable peried that begins on or after 1 April 2007, il
paragraph (a) does not apply.

Annuval imputation return
In section 69(1}ea)(ii), “Part MI” is replaced by “subpart
MI”.

Returns to be furnished in 2 parts for taxable period in

which change in rate of tax occurs

In section 78A,—

(a} in subsection {4), “section 16(2)” is replaced by
“scetion 16(4)7; and

(b) in subscction (5), “scction 15(7)" is rcplaced by
“section 16B(2)”,

Subsection {1) applies for taxable periods ending on or after

31 March 2006,

Other Acts

New section 74D inserted in the Estate and Gift Duties
Act 1968

After section 74C of the Estate and Gift Dutics Act 1968, the
following is inscrted:
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*74D Exemption for gifts in respect of distribution by co-

(2)
221

(M

)

192

operative company or company owned by co-operative
company

No gift shall constitute a dutiable gift if the donor is a co-
operative company ol a company owned by a co-operative
company, the donee is a member of the co-operative com-
pany, and the gift is an amount of a distribution that is
cxcluded from being a dividend by seetion CD 24B of the Income
Tax Act 2004.7

Subsection (1) upplies for gifts made after 1 October 2005.

Interim repayments to he paid in same manner as

provisional tax

In section 28(3) of the Student Loan Scheme Act 1992,

(a) “section MB 2 is replaced by “sections MB 2, MB 4, and
MB5":”

(by  “section MB 2(1)(b) is replaced by “section MB 2(3)".”

Suhsection (1) applics for smdent loan repayment obligations

relating (o the 2007-08 and subsequent tax years,

10



Taxation (Depreciation, Payment Dates
Alignmend, FRT, and

Misccllancous Provisions) Schedule 1
Schedule 1 s 151
New schedule 11B inserted in Income Tax Act 2004
Schedule 11B ss EE 258, EE 250
Banded rates of depreciation
Other assets (excluding intangible ! Buildings
depreciable property and hoildings) |
Coftmn 1 Cerlramane 2 Crrbusmin 3 Cultmn 4
.Y rate Straight-line rate LY. rate Straight-line rate
{"a) (%0} (%) (%0)
100y 106 4} 0
67 67 0 U
) ] i [
A} 30 {} i
3} 2] {} i
25 17.5 0t 0
20 13.5 0 U
16 10.5 13.5 8
13 8.5 11 6.5
10 7 8.5 5
b 5] 0.3 3
33 4 4.5 3
4 3 3 2
2 1.5 1.3 1
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Schedule 1

Taxation (Depreciation, Payment Dates
Alignmend, FRT, and
Misccllancous Provisions)

s 152{1)

Schedule 2

New schedule 13, part A inserted in Income Tax Act

2004

Part A
Dates for payment of provisional tax

Mouth of
balance
dale

A B C D E F G H

Oclober
Movember
December
January
Lebruary
March
Agril

May

June

July
August
Seplember

28 Tan 28Mar 28 May 28 Tul 288ep 28Nov  Sep Nov
28 lch 28 Apr 28Jun 28Aug 280ct 20Jan Oct Do
28 Mar 28 May 28 Jul 28 Scp 28Nhov 28 Jan Nov  Jan
28Apr 28Jun 28 Auz 280¢ 20 Jan 28lcb  Dec  lich
28 May 28 Jul 28Scp 28 Nov 28 Jan 28 Mar  Jan Mar
28Jun 28 Aug 2B Oct 20 Jan 28 1eh 28 Apr lich Apr
2% Jul 28 Sep 28 Nov 28 Jan 28 Mar 28 May  lich Apr
28 Aug 28 0ct 20 Jan 28 lch 28 Apr 28 .Jhun lich  Apr
28 Sep 28 Nov 28 Ium 28 Mar 28 May 28l Fech  Apr
28 0Oct 20 Jan 28 lich 28 Apr ZE hun 28 Aug lich Apr
28 Nov 28 Jan 28 Mar 28 May 28 Jul 28 Sep Fch Apr
2{ Jan 28 Fch 28 Apr 28 Jun 28 Aug 280ct Fch A

For the purposes of this schedule, balance date, in relation to
provisional tax or terminal tax payable by a person for a tax
year or for another pericd, means the person’s annuoal balance
date for their accounts for the tax year or the other period for
which the person must provide a return of income under
scction 33 of the Tax Administration Act 1994. A person is
treated as having a balance date that falls in March il—

(a)

(b)
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the person does not provide a return ol income under
section 38 (Returns to annual balance date) of the Tax
Administration Act 1994

the person is a non-resident company that does not have
a fixed establishment in New Zealand.
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Taxation (Depreciation, Payment Dates
Alignmend, FRT, and
Misccllancous Provisions) Schedule 1

Schedule 3 5 152{2)
New schedule 13, part B inserted in Income Tax Act
2004

Part B
Months for payment under sections MB §
and MB 21 to MB 24

Monthly and 2-monthly non-ratio and non-GST provisional taxpayers

1\1-:::;[]:::::;1 New instalinent monihs
F -

T . .
0-4 mths I menth follewing tinal manth
3-8 mths 2 3" montl, month following final month
912 il 3 5" 9" momihe, monih Follwwing sl month
13-16 qulhs 4 5408 13 montlis, month alloweing final month
17-7 miths 300 s Q”‘ 13", 17" months, month fallowing final moith
21-24 mths f s " G 13" 17", 21 monrhs, month tollewing tinal month

6-monthly non-ratio provisional taxpayers

{_Z:':T:::’:i:l New instalment months
F -

T .
0-6 mths T e Gllewing Anal maoh
7-12 maths 2 7" month. month following final month
13-4 mihy 3 713 monthy, monih following linal month
19-24 mily 4 3 19 monthy, month Tollswing fnal monch

GST ratin provisional taxpayers

Transilional S
year lenglh Mew instalment months

T
(-2 mihs T monih lallowing sl maonth
3-d mths L 3 enth, manth fllowdng Anal mondh
-6 mths I 3450 monchs, month following final ronth
7- mths E 350 7" mamtles, month fllowing final moenth
Q-1 mlhy 50 3L st g monihs, monih Tollowing final month
11-12 by % st gt Y g, meat following Gual month
13-14 mths 7 7 0% 1%, 13® mondhs, month following final roouth
15-16 mrhs 5 . o 11T, 13", 13T manths, manth fallowing final month
17-18 withy L L S R TR L T A munL}h manth Gllow g fmal month
19-H} mths L0 ? g LI, 135, l“"‘ 175, 19 manthis, mouh following tinal month
21-22 mths L1 T18T, 217 months. month following final month
23-2 mihs 12 9”' 1I” 1?”' 1‘” I'"II 197, 219 23" mnt s, memth ol lowing fnal menth

For the purposes of counting months under this schedule, the
number is reckoned as set out in section MB 20(5).

Wellinge on, X Zewlond: Publislwed under e autborivy ol i
Mew Fealand Governmen—2iEsS 200517V
LE-MAY-05
Price code: K
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