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ANALYSIS 

Title 
A 1. Shon Title, commencement, etc. 

PART A 
PURPOSE AND CONSTRUCTION 

AA 1. 
AA 2. 
AA 3. 
AA 4. 

BB 1. 
BB 2. 

BB3. 

BB4. 
BB5. 

BB 6. 

BB 7. 

BB B. 
BB 9. 

BB 10. 

BB 11. 

CB 1. 
CB 2. 
CB3. 

CB4. 

CB5. 

CB 6. 
CB 7. 

Purpose of Act 
Interpretation 
References to "this Act" 
References to panicular provisions 

PARTB 
CORE PROVISIONS 

Income tax imposed 
Rates to be fixed by annual taxing 

Act 
Liability to tax of income derived 

from New Zealand and abroad 
Items included in assessable income 
Amounts remitted to be taken into 

account in computing income 
No deductions unless expressly 

provided 
Expenditure or loss incurred in 

production of assessable income 
Cenain deductions not permitted 
Agreements purponing to alter 

incidence of tax to be void 
Rebates to be deducted from income 

tax 
Arrangements for relief from double 

taxation, and exchange of 
information 

PARTC 
INCOME FURTHER DEFINED 

SUBPART B-ExEMPT INCOME 

Exempt interest income 
Non·residents' exempt income 
Public and local authorities' exempt 

income 
Non.profit bodies' and charities' 

exempt income 
Cenain pensions, benefits, and other 

compensation exempt 
Cenain allowances and fees exempt 
Public offices' exempt income 

CBB. 
CB 9. 
CB 10. 
CB 11. 

CB 12. 

CB 13. 

CB 14. 

CB 15. 

Certain income from Niue exempt 
Other exempt income 
Exemption of dividends from tax 
Exemption from tax of pay of 

service personnel in operational 
areas 

Power to exempt employees' 
allowances 

Power to exempt expenditure on 
account of an employee 

Exemption from tax of cenain 
aircraft operators 

Exemption from tax of dispositions 
of shares not resulting in 
cancellation of share 

SUBPART C-CoMPENSATION, BENEFlTS, AND 
GRANTS 

CC 1. 

CC 2. 

CC 3. 

Cenain compensation, benefits, and 
other payments included in 
assessable income 

Payments to employees or former 
employees wbile on naval, 
military, or air service 

Forestry encouragement grants 

SUBPART D-ACTIVTIlES IN TIiE NATURE OF 
TRADE 

CD 1. Profits or gains from land 
transactions 

CD 2. Royalties 

SUBPART E-INvEsTMENT AND I..AND INCOME 

CE 1. Investment income 
CE 2. Income derived from use or 

occupation of land 
CE 3. Commercial bills 

CF 1. 

CF2. 
CF 3. 
CF4. 

CF 5. 

SUBPART F-DMDENDS 
Dividends included in assessable 

income 
Meaning of term "dividends" 
Exclusions from term "dividends" 
Reduction of available subscribed 

capital of amalgamated company 
Distributions to amalgamated 

company where amalgamating 



1766 Income Tax 1994, No. 164 

comr.any ceases to exist on 
qualifYing amalgamation 

CF 6. Amount of dividend includes credits, 
and certain foreign tax 

CF 7. Refunds of foreign tax on dividends 
derived from other countries 

CF 8. Election whether bonus issue taxable 

SUBPART G-ATTRIBUTED FOREIGN INCOME 

CG 1. 

CG2. 

CG3. 

CG4. 
CG5. 
CG6. 

CG 7. 

CGS. 

CG9. 

CG 10. 

CG 11. 

CG 12. 

CG 13. 

CG 14. 
CG 15. 

CG 16. 

CG 17. 
CG 18. 

CGI9. 

CG20. 

CG 21. 

CG 22. 

CG23. 

CG24. 

CG25. 

Attributed foreign income and 
foreign investment fund income 
included in assessable income 

Attributed foreign income and 
foreign investment fund income 
of consolidated group members 

Holding and acquisition of interests 
in foreign companies 

Controlled F orezgn Entities 
Calculation of control interest 
Calculation of income interest 
Persons not required to calculate 

attributed foreign income and loss 
Attribution of income and losses 

using branch equivalent method 
Calculation and attribution of 

controlled foreign company 
repatriation 

Cases where aggregate income 
interests greater than 100% 

Change of controlled foreign 
company's accounting date 

Branch equivalent income 
calculation 

Changes of residence of controlled 
foreign companies 

Controlled foreign companies in 
certain countries 

Forezgn Investment Funds 
Interpretation 
What constitutes an interest in a 

foreign investment fund 
Calculation of foreign investment 

fund income or loss 
Use of alternative methods 
Comparative 

calculation 
value method of 

Deemed rate of return method of 
calculation 

Accounting profits method of 
calculation 

Branch equivalent method of 
calculation 

Taxation on distributions from 
foreign investment funds 

Treatment of cin.umstances of entry 
into or exit from foreign 
investment fund regime 

Treatment of circumstances of 
change of calculation method 

Cases where assessable income 
calculation cannot be undertaken 

SUIIPART H-EMPLOYMENT RELATED INCOME 

CH 1. Pensions 

CH 2. Benefit from share option or 
purchase schemes 

Cl 1. 
Cl 2. 
C13. 
C14. 
C15. 

Cl 6. 

Cl 7. 

Cl S. 

C19. 

Cl 10. 

SUBPART I-FRINGE BENEFITS 

Meaning of "fringe benefit" 
Interpretation 
Value of fringe benefit 
Taxable value of fringe benefit 
Exemption for minor unclassified 

benefits 
Regulations-employment related 

loans 
Adjustment on amalgamation to 

exemption for minor unclassified 
benefits 

Application of other provisions to 
fringe benefit tax 

Application of fringe benefit tax 
provisions 

Fringe benefit tax provisions to bind 
the Crown 

SUBPART ]-INDUSTRY,SPECmC INCOME 

CJI. 

CJ 2. 
CJ 3. 

CJ 4. 

CJ 5. 

CJ 6. 

CJ 7. 

Income from minerals, timber, or 
flax 

Income derived from films 
Income from disposal of petroleum 

mining assets 
Petroleum mining farm·in 

expenditure not assessable income 
of farm·out party 

Consideration for damaged permit 
specific petroleum asset 

Income from sale of shares or trust 
interests in controlled petroleum 
mining entity 

Application of certain petroleum 
mining provisions 

SUBPART K-ENTITY,SPEcmc INCOME 

CK I. Group profits deemed assessable 
income 

CK 2. Energy trading operators 
CK 3. Primary prOducer co.operative 

companies 
CK 4. Crown Research Institutes 

SUBPART L-SUPERANNUATION SCHEME 
INCOME 

CL 1. Specified superannuation contri· 
butions not to be assessable 
income of fund 

CL 2. Trustee income 

SUBPART M-LIFE INSURER INCOME 

CM 1. 
CM 2. 

CM3. 

CM 4. 

CM 5. 
CM 6. 
CM 7. 
CM 8. 

Assessable income of life insurers 
Business of life insurance may 

include provision of annuity 
Calculation of life insurer base 

income or loss 
Adjustment for superannuation 

policies in respect of property 
acquired before I April 1988 

Calculation of mortality profit 
Calculation of premium loading 
Calculation of discontinuance profit 
Calculation of actuarial reserves 
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CM 9. No double deductions 
CM 10. Profit or loss on disposal of property 
CM 11. Certain property not trading stock 
CM 12. Full reinsurance 
CM 13. Partial reinsurance 
CM 14. Mutual associations and trusts 
CM 15. Policyholder base income or loss 
CM 16. Non·resident life insurer issuing 

policies in New Zealand 
CM I 7. Partial reinsurance 

SUBPART N-NEW ZEALAND INCOME FROM 
CERTAIN ACTIVITIES 

CN I. Assessment of ta.xable income 
derived by non·residents from 
carriage by sea outside New 
Zealand of merchandise, goods, 
livestock, mails, or passengers 
shipped or embarked in New 

CN 2. 
CN3. 

CN4. 

CN 5. 

Zealand 
Non·resident film renters 
Non·resident life insurer issuing 

policies in New Zealand 
Insurance with persons not carrying 

on business in New Zealand 
Resident insurance underwriters 

SUBPART Z-TERMINATING PROVISIONS 

CZ 1. Gains and losses due to exchange 
variations in respect of repayment 
of loans 

CZ 2. Application provision in respect of 
income from certain money lent 
or redemption payments 

CZ 3. Fringe benefit tax 
CZ 4. Exemption from tax of certain unit 

trust and group investment fund 
dividends 

CZ 5. Partial exemption of certain life 
insurance companies in respect of 
interest derived from certain 
debentures 

CZ 6. Insurance companies other than life 
insurance companies 

PARTD 
DEDUCTIONS FURTHER DEFINED 

SUBPART B-TAXES AND LEVIES 

DB 1. Certain deductions not permitted 

SUBPART C-GoVERNMENT GRANTS AND 
SUSPENSORY LoANS 

DC 1. 
DC 2. 
DC 3. 

Government grants to businesses 
Specified suspensory loans 
Grant·related suspensory loans 

SUBPART D-INVESTMENT INCOME 
ExPENDITURE 

DD 1. Certain deductions not permitted
rents, interest, and premises 

DD 2. Testamentary annuities charged on 
property 

DD 3. Deduction for interest where funds 
borrowed to purchase shares in 
amalgamating company 

SUBPART E-ExPENDITURE INCURRED BY 
EMpLOYEES 

DE 1. Deduction for expenditure or loss 
incurred in production of income 
from employment 

SUBPART F-EMpLOYMENT ExPENDITURE 

DF 1. Certain deductions not permitted-
superannutaion contributions, 
bOnuses, retiring allowances, etc. 

DF 2. Contributions to employees' benefit 
funds 

DF 3. Contributions to employees' 
superannuation schemes 

DF 4. Pensions payable to former 
employees 

DF 5. Retiring allowances payable to 
empfoyees 

DF 6. Payments to employees or former 
employees wbile on naval, 
military, or air service 

DF 7. Notional interest on loans made to 
employees under employee share 
purchase scheme 

DF 8. Payments to partners for services 
performed for the partnership 

DF 9. Deduction for expenditure or loss 
incurred in providing fringe 
benefits 

SUBPART G-ENTERTAINMENT ExPENDITURE 

DC 1. Limitation on deduction for 
entertainment expenditure 

SUBPART H-MOTOR VEHICLE ExPENDITURE 

DH 1. Deductions for motor vehicle 
expenses 

DH 2. Use of actual records to establish 
business use proportion of motor 
vehicle 

DH 3. Use of logbook to establish business 
use proportion of motor vehicle 

DH 4. Business use proportion of motor 
vehicle where no logbook or 
details maintained 

SUBPART I-ENTrrv·SPECJF1C ExPENDITURE 

DI 1. Allowable deductions of building 
societies 

DI 2. Deduction of donations to Maori 
assocIations from assessable 
income of Maori authorities 

DI 3. Expenditure incurred by 
superannuation funds 

SUBPART J-OrHER ExPENDITURE OR Loss 

DJ 1. Certain deductions not permitted
bad debts, share losses, and 
indemnities 

DJ 2. Deduction from estate income of 
irrecoverable book debts 

DJ 3. Chatham Islands dues 
DJ 4. Gifts of money by companies not 

closely held 
DJ 5. Expenditure relating to 

determination of liability to tax 
DJ 6. Patent expenses 
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DJ 7. 

DJ 8. 

DJ 9. 
DJ 10. 

DJ 11. 

Misappropriation by partner of 
property entrusted to partnership 

Misappropriation by employees and 
other persons engaged for 
purposes of business of taxpayer 

Expenditure on scientific research 
Expenditure to prevent or combat 

pollution of environment 
Expenditure incurred in borrowing 

money or obtaining lease 

SUBPART K-INDUSTRy·SPECIFIC EXPENDITURE 

DK I. Limitation of deduction for certain 
film expenditure to amount at risk 

DK 2. Deduction for expenditure or loss 
incurred by persons associated 
with petroleum miners 

DK 3. Umitation of deduction against 
policyholder income 

DK 4. Expenditure incurred by airport 
operators 

SUBPART L-FORESTRY ExPENDITURE 

DLI. 

DL2. 

DL3. 
DL4. 

DL5. 

DL6. 

DL 7. 

Income derived from timber or 
forestry 

Expenditure on land improvements 
used for forestry 

Forestry encouragement grants 
Certain companies controlling 

forestry companies 
Forestry business carried on by 

company on land acquired partly 
from Crown, partly from Maori 
owners, and partly from holding 
company 

Expenditure in respect of forestry 
encouragement agreements under 
Forestry Encouragement Act 1962 

Amalgamated company entitled to 
deduction for expenditure on land 
itnprovements used for forestry 

SUBPART M-PETROLEUM MINING 
ExPENDITURE 

DM 1. Treatment of petroleum mining 
e)(ploration and development 
e)(penditure 

DM 2. Treatment of expenditure on 
removal or restoration operations 

DM 3. Acquisition of petroleum mming 
assets, etc. 

DM 4. Fann·out arrangements 
DM 5. Damaged assets 
DM 6. Dispositions of shares or trust 

interests 
DM 7. Petroleum mining operations carried 

on outside New Zealand 
DM 8. Application of petroleum mining 

provisions, etc. 
DM 9. Partnerships 
DM 10. Disposition of part of an asset 
DM 1 I. Further development expenditure in 

Maui field 

SUBPART N-MINERAL MINING ExPENDITURE 

DN I. Companies engaged in exploring for, 
searching for, or minmg certain 
minerals 

DN 2. Profit or gain from sale of mining 
shares by companies 

DN 3. Companies holding shares in mining 
companies 

DN 4. Resident mining operators 
DN 5. Non·resident mining operators 

SUBPART O-OTHER PRIMARY SECTOR 
ExPENDITURE 

DOL 

DO 2. 
DO 3. 

004. 

005. 

006. 

DO 7. 

008. 

Certain deductions not pennitted
racing bloodstock 

Certain repairs to fishing boats 
Certain expenditure on land used for 

farming or agricultural purposes 
Expenditure on land improvements 

used for farming or agriculture 
Expenditure on improvements in 

relation to aquacufture 
Deductions by lessor of land used 

for farming or agricultural 
purposes 

Farmers' expenditure on tree 
planting 

Amalgamated company entitled to 
deductions for farming, 
agriculture, and aquaculture 
expenditure 

SUBPART Z-TERMINATING PROVISIONS 

DZ I. Premium paid in respect of leased 
machinery 

DZ 2. Certain expenditure on land used for 
forestry purposes 

DZ 3. Certain expenditure on land used for 
farming or agricultural purposes 

DZ 4. Deduction for certain expenditure 
incurred by persons engaged in 
aquaculture 

DZ 5. Transactions between 2 petroleum 
mining companies 

DZ 6. Comp~es engaged in explorinl? ~or, 
searching for, or nurung 
petroleum 

PARTE 

TIMING OF INCOME AND DEDUCTIONS 

SUBPART B-INCOME CREDITED OR REcEIvED 
IN ANTICIPATION 

EB I. Income credited in account or 
otherwise dealt with 

EB 2. Apportionment of income received 
in anticipation 

EB 3. Capita1isation of mortgage interest 

SUBPART C-CONSEQ.UENCES OF CHANGE IN 
ACCOUNTING PRACTICE 

EC 1. Adjustment for incorrect accounting 
practice in previous years 
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SUBPART D-TAXES AND LEYIES 

ED 1. Year in which accident 
compensation levy and employer 
premium, etc., deductible 

ED 2. Year in which fringe benefit tax 
deductible 

ED 3. Year in which specified superannua· 
tion contribution withholding tax 
deductible 

ED 4. Accounting for goods and services 
tax 

SUBPART E-TRADING STOCK 

EE 1. Valuation of trading stock, including 
livestock 

EE 2. Insurance receipts to be taken into 
account in computing income 

SUBPART F-AcCRUAL ExPENDITURE 

EF 1. Accrual expenditure 

EG 1. 
EG2. 

EG3. 
EG4. 
EG5. 

EG6. 

EG 7. 

EG8. 

EG9. 

EG 10. 

EG 11. 
EG 12. 

EG 13. 

EGl4. 
EG 15. 

EG 16. 
EG 17. 

EG 18. 

EG 19. 

SUBPART G-DEPRECIATION 

Annual depreciation deduction 
Formula for calculating depreciation 

deduction 
Depreciation method 
Basic economic depreciation rate 
Annual depreciation rate for 

propeny acquired before end of 
1994-95 income year 

Annual depreciation rate of 
international aircraft acquired in 
1995-96 or subsequent income 
year 

Annual depreciation rate for other 
propeny acquired in 1995-96 or 
subsequent income year 

Annual depreciation rate for fixed 
life intangible propeny 

Depreciation rate for excluded 
depreciable propeny 

Special and provisional economic 
rates 

Pool method of depreciation 
Depreciation of depreciable 

propeny that can no longer be 
used 

Applications in accordance with 
prescribed procedure 

Time limit and notification 
Additional depreciation in respect of 

cenain new assets acquired or 
improvements made between 16 
December 1991 and 1 April 1994 

Low value asset write·off 
Depreciation deduction where 

depreciated asset acquired by 
taxpayer from associated person 

Supplementary depreciation 
aIlowance for plant and 
machinery used in 2 and 3 shift 
industries 

Gain or loss from disposition of 
depreciable property 

SUBPART H-FINANCIAL ARRANGEMENTS 

EH 1. Accruals in relation to income and 
expenditure in respect of financial 
arrangements 

EH 2. Excepted financial arrangement that 
is pan of financial arrangement 

EH 3. Cash basis holder 
EH 4. Income and expenditure where 

financial arrangement redeemed 
or disposed of 

EH 5. 
EH 6. 
EH 7. 
EH 8. 
EH 9. 

Accrued income written off 
Post facto adjustment 
Variable principal debt instruments 
Relationship WIth rest of Act 
Application of accruals rules 

SUBPART I-INCOME EQ.UAUSA110N 

El 1. Income equalisation deposits 
El 2. Interest on deposits in main income 

equalisation accounts 
El 3. Deposits to be deducted from 

assessable income 
EI4. Refunds from main income 

equalisation accounts 
El 5. Refund from main income 

equalisation account on 
retirement of taxpayer 

El 6. Refund from main income 
equalisation account on death of 
taxpayer 

El 7. Refund from main income 
equalisation account on 
bankruptcy of taxpayer 

El 8. Refund from main income 
equalisation account of company 
on liquidation 

El 9. Refund from main income 
equalisation account after expiry 
of 5 years 

El 10. General provisions as to refunds 
El 11. Adverse event income equalisation 

scheme 
El I 2. Interest on deposits in adverse event 

income equalisation accounts 
El 13. Deposits to be deducted from 

assessable income 
El 14. Refunds from adverse event income 

equalisation accounts 
El 15. Refund from adverse event income 

equalisation account on 
retirement, death, bankruptcy, or 
winding up 

El 16. General provisions as to refunds 
El 1 7. Deposits by forestry companies in 

respect of gross receipts from 
thinning operations 

SUBPART J-SPREADING OF FARMING INCOME 

EJ 1. Spreading of income derived from 
sale or other disposition of timber 

EJ 2. Compensation in connection with 
outbreak of scrapie 

SUBPART K-SPREADtNG OF FARMING 
ExPENDITURE 

EK 1. Apponionment of expenditure 
incurred in purchase of feniliser 
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EL I. 
EL 2. 

EL 3. 

EL 4. 

EL 5. 
EL 6. 

EL 7. 

EL 8. 

EL 9. 
EL 10. 

and lime and application to land 
used for fanning or agricultural 
purposes 

SUBPART L-UVESTOCK 

Valuation of livestock generally 
Valuation elections, and limitations 

on elections, for specified 
livestock 

Valuation of specified livestock at 
cost price, market value, or 
replacement price 

National standard cost scheme for 
specified livestock 

Herd scheme for specified livestock 
Adoption of herd value ratio for 

livestock valued under herd 
scheme 

Treatment of bailed or leased 
specified livestock 

Declaration of national average 
market values for specified 
livestock 

Valuation of non·specified livestock 
Valuation of high.priced livestock 

SUBPART M-BLOODSTOCK 

EM I. Valuation of bloodstock 
EM 2. Bloodstock used as a racehorse 
EM 3. Replacement breeding stock 

SUBPART N-OTHER INCOME 

EN I. Payments received for non· 
compliance with covenant to 
repair 

EN 2. Sums received from sale of patent 
rights 

EN 3. Spreading of income derived from 
assignment of or grant of interest 
in copyright 

EN 4. Spreading of income derived on 
acquisition of land by Crown 

SUBPART O-OTHER ExPENDITURE 

EO I. Employer superannuation contri· 
butions 

EO 2. Deduction to lessee in non.specified 
lease 

EO 3. Costs of acquiring any film or any 
right in fiUn 

EO 4. Cost of producing films 
EO 5. Payment for non.compliance with 

covenant to repair 

SUBPART Z-TERMINATlNG PROVISIONS 

EZI. 

EZ 2. 

EZ3. 

EZ4. 

EZ5. 

Spreading of income arising in 
1992-93 income year from 
revaluation of specified livestock 

Spreading of income from 
revaluation of trading stocks of 
wine, brandy, and whisky 

Depreciation allowances, etc., on 
motorcars 

Valuation election for livestock 
bailed or leased as at 2 September 
1992 

Purchase of patent rights 

EZ 6. Premium paid in respect of lease of 
land 

EZ 7. Unretumed retail profit in relation 
to goods sold on hire purchase 

EZ 8. No first year depreciation allowance 
for previously exempt taxpayers 

EZ 9. New start grants for farmers 

PART F 

APPORTIONMENT AND 
RECHARACTERlSED TRANSACTIONS 

SUBPART B-APPORTlONMENT 

FB I. Apportionment of expenditure or 
loss 

FB 2. Apportionment of income derived 
partly in New Zealand and partly 
elsewhere 

FB 3. Disposal of trading stock 
FB 4. Income derived from disposal of 

trading stock together with other 
assets of a business 

FB 5. Entertainment expenditure 
FB 6. Films 

SUBPART C-REcliARACTERlSATlON 

Debentures and Notes 
FC I. Floating rate of interest on 

debentures 
FC 2. Interest on debentures issued in 

substitution for shares 

FC 3. 
FC4. 

FC5. 

FC6. 

FC 7. 

FC 8. 

FC9. 
FC 10. 

Shares 
Share dealing 
Valuation adjustments where 

company acquires its shares 

Leases 
Revised assessments where 

purchased and resold 
deduction of payments 
lease 

assets 
after 

under 

Effect of specified lease on lessor and 
lessee 

Income of lessor under specified 
lease 

Deduction to lessee under specified 
lease 

Hire PurchaJe 
Purpose 
Taxation of hire purchase 

agreements 

Other 

FC 11. Assignments or settlements of 
income 

FC 12. Investors in category A group 
investment funds 

SUBPART D-CoNSOUDATlON OF CoMPANIES 

FD I. Purpose and application of 
consolidated grouping provisions 

FD 2. Interpretation 
FD 3. Companies which may constitute a 

consolidated group 
FD 4. Formation of consolidated group 
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FD5. 

FD6. 
FD 7. 

FDg. 
FD9. 

FD 10. 

FE I. 

FE 2. 

FE 3. 

FE 4. 

FE 5. 

FE 6. 

FE 7. 

FE 8. 

Company may not be member of 
more than one consolidated group 

Nominated companies 
Joining an existing consolidated 

group 
Leaving a consolidated group 
Part year accounts and part year 

income allocation 
Special provisions relating to 

dispositIons of property 

SUBPART E-AMALGAMATION 

Amalgamation of companies-
purpose 

Cancellation of shares held by 
amalgamating company on 
amalgamation 

Deduction to amalgamated 
company for bad debts, 
expenditure, etc. 

Amalgamated company to assume 
unexpired accrual expenditure 
and profits or gains of 
amalgamating company 

Transfer of property or obligations 
under fiilancial arrangements 
deemed to be at market value 

Acquisition of property by 
amalgamated company on a 
qualifying amalgamation 

Succession of obligations of 
amalgamating company under a 
financial arrangement on 
amalgamation 

Amalgamated company to assume 
rights and obligations of 
amalgamating company 

SUBPART F-MATRIMONIAL TRANSFERS 

FF I. Shares or options 
FF 2. Financial arrangements 
FF 3. BusiIless stock in hand 
FF 4. Personal property 
FF 5. Commercial bills 
FF6. Land 
FF 7. Standing timber 
FF 8. Patent rights 
FF 9. Specified livestock 
FF 10. Non.specified livestock 
FF 11. High·priced livestock 
FF 12. BlOodstock 
FF 13. Trading stock 
FF 14. Leased assets 
FF 15. Depreciation deduction for 

qualifYing assets 
FF 16. Depreciable property 
FF 1 7. Pensions 
FF 18. Land used in specified activity 
FF 19. MiniIlg assets 

SUBPART Z-TERMINATING PROVISIONS 

FZ I. 

FZ 2. 

Deduction for dividends paid on 
certain preference shares 

Amounts owing under convertible 
notes deemed to be share capital 
and holders deemed to be 
shareholders 

PARTG 
AVOIDANCE AND NON· MARKET 

TRANSACTIONS 
SUBPART B-AvOIDANCE-GENERAL 

GB I. Agreements purporting to alter 
incidence of tax to be void 

SUBPART C-AVOIDANCE-SPECIFlC 

GC 1. Arbitrary assessment or 
determination of loss where 
business controlled by non· 
residents appears to produce 
insufficient taxable income or 
excessive loss 

GC 2. Arrangements to defeat application 
of loss carry forward provisions 

GC 3. Effect on continuity provisions of 
change in beneficianes of trust 

GC 4. Arrangement to defeat application 
of loss offset provisions 

GC 5. Arrangement to defeat application 
of qualifYing company provisions 

GC 6. Arrangement to defeat application 
of depreciation provisions 

GC 7. Arrangements in respect of 
controlled foreign companies 

GC 8. Arrangement to defeat application 
of controlled foreign company 
attributed repatriation provisIOns 

GC 9. Variations in control or income 
interests in foreign companies 

GC 10. Attributed foreign income and for· 
eign investment fund income
arrangements in respect of 
elections 

GC 11. Films 
GC 12. Petroleum mining 
GC 13. Arrangement to defeat application 

of non·resident portfolio investor 
provisions 

GC 14. Income assessable to beneficiaries 

Fnnge Benefit Tax 

GC 15. Benefit given to associated person of 
employee 

GC 16. Value of motor vehicle acquired 
from associated person 

GC 17. Fringe benefit tax-general 

GC 18. 

GC 19. 
GC 20. 

GC 21. 
GC 22. 

GC 23. 

GC 24. 

Deductwru 
Agreements not to make tax 

deductions to be void 
Resident withholdiIlg tax 
Agreements not to make resident 

withholding tax deductions to be 
void 

Imputatwn, Etc. 
Imputation continuity requirements 
Imputation-arrangement to obtain 

a tax advantage 
Imputation-dividend paid by 

another company 
Application of specific imputation 

provisions to consolidated groups 
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GC 25. 

GC 26. 

GC 27. 

Avoidance of dividend withholding 
payments 

Arrangement to defeat application 
of branch equivalent tax account 
provisions 

Arrangement to defeat application 
of dividend withholding payment 
account provisions 

Family Support 

GC 28. Family support 

SUBPART D-NoN·MARKET TRANSACTIONS 

Tradmg Stock 

GD I. Sale of trading stock for inadequate 
consideration 

GD 2. Distribution of trading stock to 
shareholders of company 

Remuneratwn 

GD 3. Payment of excessive salary or 
wages, or allocation of excessive 
share of profits or losses, to 
relative employed by or in 
partnership with taxpayer 

GD 4. Payments to taxpayer's spouse 
GD 5. Excessive remuneration by close 

company to shareholder, director, 
or relative 

Superannuatwn and Life Insurance 

GD 6. Value of loans provided by 
superannuation fund deemed to 
be income of fund 

GD 7. Distribution of property to 
policyholders, ete. 

GD 8. Superannuation schemes 

Land 

GD 9. Land transferred between associated 
persons 

GD 10. Leases for inadequate rent 

Other Non-Market TransactIOns 

GD Il. Accruals rules 
GD 12. Cost of producing films 

SUBPART Z-TERMINATING PROVISIONS 

GZ l. Pre·19 74 agreements purporting to 
alter incidence of tax 

PART H 
TREATMENT OF NET INCOME OF 

CERTAIN ENTITIES 
SUBPART B-CONSOUDATED GROUPS OF 

COMPANIES 

HB l. Returns, assessments, and liability of 
consolidated group 

HB 2. Assessable income to be calculated 
generally as if group were a single 
company 

SUBPART C-SPECIAL PARTNERSHIPS 

HC l. Special partnerships 

SUBPART D-PARTNERSHIPS 

HD I. Assessment of partners, co· trustees, 
and joint venturers 

HEl. 
HE 2. 

SUBPART E-UNIT TRUSTS 

Unit trusts 
Group investment funds 

SUBPART F-MUTUAL ASSOCIATIONS 

HF I. Profits of mutual associations in 
respect of transactions with 
members 

SUBPART G-Q.UAUFYlNG COMPANIES 

HG l. ~alifYing company regime 
HG 2. Determination of effective interest in 

company 
HG 3. Director elections, and revocation of 

director elections 
HG 4. Shareholder elections 
HG 5. Revocation of shareholder elections 
HG 6. Period of grace for new elections 

following death, revocation of 
shareholder election, issue of new 
shares, etc. 

HG 7. Date on which non.com~!J!ng 
company ceases to be qualitying 
company, and Commissioner's 
power to defer 

HG 8. Liability of electing shareholder for 
income tax of company 

HG 9. Taxation of shareholders in 
qualifYing companies 

HG 10. Taxation of qualifYing company 
HG 11. Taxation on election to become 

qualifYing company 
HG 12. Payment of qualifYing company 

election tax 
HG 13. Dividends from qualifYing company 
HG 14. Loss attributing qualifYing 

companies 
HG 15. Revocation of loss attribution 

elections, and new elections 
HG 16. Losses of loss attributing qualifYing 

company to be attributed to 
shareholders 

HG 17. Attributed foreign losses and foreign 
investment fund losses 

HG 18. Company that ceases to be loss 
attributing qualifYing company 
also ceases to be qualiIying 
company 

SUBPART H-TRUSTS 

HH l. Interpretation 
HH 2. Trusts settled by persons before 

becoming resident 
HH 3. Income assessable to beneficiaries 
HH 4. Trustee income 
HH 5. Existing trusts becoming subject to 

tax 
HH 6. Distributions from trusts 
HH 7. Commissioner may determine 

amount of trustee income 
HH 8. Income received by trustee after 

death of deceased person 
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HI 1. 

SUBPART I-MAoRl AunJORITlES 

Distributions and income of Maori 
authorities 

HI 2. 
HI 3. 

HI 4. 

HI 5. 

HJ 1. 

HK 1. 

HK2. 

HK3. 
HK4. 

HK5. 

HK6. 

HK 7. 

HK8. 

HK9. 

HKIO. 
HKII. 

HKI2. 

HKI3. 

HKI4. 

HKI5. 

Maori authorities and Maori 
Tax on income derived by Maori 

authorities for more than 20 
beneficiaries 

Tax on income derived by Maori 
authorities for 20 or fewer 
beneficiaries 

Adjustments where section HI 3 or 
section HI 4 ceases to apply by 
reason of change in number of 
beneficiaries 

SUBPART J-SUPERANNUATlON 

Government Superannuation Fund 

SUBPART K-AGENCY 

Agents Generally 
Agent to make returns and be 

assessed as principal 
Rate and amount of tax payable by 

agent 
liability of principal not affected 
Agent may recover tax from 

principal 
Agent may retain from money of 

principal amount required for tax 
Assessment deemed authority for 

payment of tax by agent 
Agents to be personally liable for 

payment of tax 
Rela~i?n .of principal and agent 

ansmg m effect 

Speaal Cases of Agency 
Guardian of person under disability 

to be agent 
liability of mortgagee in possession 
liability for tax payable by company 

left with insufficient assets 
Company deemed agent of 

debenture holders 
Modification of agency provisions in 

respect of income from company 
debentures 

Rents, royalties, or interest derived 
by Maori Trustee and not 
distributed 

Recovery of tax payable in respect 
of alimony or maintenance 

Agents of Absentees and Non·Residents 
HK 16. liability of agent of absentee 

principal for returns and tax 
HK I 7. Partner of absentee deemed agent 
HK 18. Master of ship deemed agent of 

absentee owner 
HK 19. Tenant, mortgagor, or other debtor 

to be agent of absentee landlord, 
mortgagee, or other creditor 

HK 20. Person having disposal of income 
deemed agent 

HK 21. Company to be agent of absentee 
shareholders 

HK 22. Trustee of group investment fund to 
be agent of absentee investors 

HK 23. Banking company to be agent of 
absentee depositors 

HK 24. liability as agent of employer of 
non·resident taxpayer and 
employer's agent 

HK 25. Non·resident trader to be agent of 
employees in New Zealand 

HK 26. Agents in New Zealand of principals 
resident abroad 

SUBPART Z-TERMINATlNG PROVISIONS 

HZ 1. Trust distributions 
HZ 2. Trusts that may become qualifying 

trusts 

PART I 
ASSESSMENT OF INCOME AND 

TREATMENT OF LOSSES 
SUBPART B-TAXABLE INCOME 

IB I. Basic rates of income tax 
IB 2. Income derived by non·resident 

mining operators from mining 
ventures 

IB 3. Income derived by non·resident 
mining operators otherwise than 
from minmg ventures 

IB 4. Change of return date 

SUBPART C-PAy·PER!OD TAXPAYERS 

IC 1. Tax of pay.period taxpayers to be 
determined by amount of tax 
deductions or by assessment 

IC 2. Adjustment of excessive tax 
deductions 

IC 3. Adjustments where tax deductions 
not in accordance with rebates for 
dependants or made on basis of 
special tax code certificate 

SUBPART D-WITHDRAWAL TAX 

ID 1. Application of this Subpart 
ID 2. Withdrawal tax imposed 
ID 3. Withdrawal income 
ID 4. Payment of withdrawal tax 
ID 5. Evidence of liability in proceedings 

for recovery 
ID 6. Relief in certain cases 
ID 7. Application of other provisions to 

withdrawal tax 

lE 1. 

lE 2. 
lE 3. 
lE 4. 

IF 1. 

IF 2. 

IF 3. 

SUBPART E-LossES-GENERAL 

Losses incurred may be set off 
against future profits 

Loss incurred in specified activities 
Attributed foreign losses 
Deductibility of foreign investment 

fund loss 

SUBPART F-LosSES-COMPANIES 

Losses incurred may be set off 
against future profits 

Special provision in relation to losses 
incurred by companies in 1990-91 
and 1991-92 income years 

Attributed foreign losses 
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IF 4. 

IF 5. 

IF 6. 

Losses, attributed foreign losses, and 
foreign investment fund losses of 
amalgamating company 

Ordering of losses of amalgamated 
company 

Losses, attributed foreign losses, and 
foreign investment fund losses of 
amalgamated company 

SUBPART G-LoSSES-GROUPS OF COMPANIES 

IG 1. Companies included in group of 
companies 

IG 2. Loss offset between group 

IG 3. 

IG 4. 

IG5. 

IG 6. 

IG 7. 

IG 8. 

IG9. 

IH I. 

IH 2. 

IH 3. 
IH4. 

IH 5. 

Ill. 

11 2. 

JB I. 

JB 2. 

JB 3. 
JB4. 

JB5. 

companies 
Special provisions in relation to 

group companies for 1991-92 
income yt:ar 

Group of companies attributed 
foreign losses 

Group of companies foreign 
investment fund losses 

Loss carry forward and grouping by 
consolidated group and 
consolidated group members 

Attributed foreign losses and foreign 
investment fund losses of 
consolidated group members 

Losses, attributed foreign losses, and 
foreign investment fund losses of 
amalgamated company 

Losses, attributed foreign losses, and 
foreign investment fund losses 
offset against income of 
amalgamated company 

SUBPART H-LosSES-MINERS 

Losses of mining companies and 
petroleum miners 

Companies engaged in exploring for, 
searching for, or mining, 
petroleum 

Loss carry back by petroleum miners 
Companies engaged in exploring for, 

searching for, or mining, certain 
minerals 

Resident mining operators 

SUBPART I-LoSSES-LIFE INSURERS 

No deduction of policyholder losses 
from otht:r income 

Carry forward of policyholder loss 

PART J 
SURCHARGES 

SUBPART B-NEW ZEALAND 
SUPERANNUITANT SURCHARGE 

New Zealand superannuitant sur· 
charge provisions 

New Zealand superannuitant sur· 
charge imposed 

Determination of "other income" 
Detertnination of specified 

exemption 
Election by New Zealand super· 

annuitant in respect of payment 
of surcharge 

JB 6. Application of other provisions to 
surcharge 

PARTK 
REBATES 

SUBPART B-GENERAL 

KB I. Application of section BB 10 
KB 2. Proportionate adjustment to rebates 

on change of return date 

SUBPART C-INDMDUAL REBATES 

KC I. Low income rebate 
KC 2. Rebate in certain cases for children 
KC 3. Transitional tax allowance 
KC 4. Rebate in certain cases for 

housekeeper 
KC 5. Rebate in respect of gifts of money 

KDI. 
KD2. 
KD3. 

KD4. 

KD5. 
KD6. 

KD 7. 

KD8. 

KD9. 

SUBPART D-FAMILY SUPPORT 

Determination of assessable income 
Family support credit of tax 
Guaranteed minimum family 

income credit of tax 
Allowance of credit of tax in end of 

year assessment 
Credit of tax by instalments 
Director·General to deliver credit of 

tax 
Commissioner to deliver credit of 

tax by instalments 
Credit of tax deemed not to be 

assessable income 
Advice 

SUBPART E-HOUSING REBATES 

KE I. Rebate for interest on home vendor 
mortgages 

SUBPART F-REBATES FOR NON·RESIDENTS 

KF I. Rebates from tax payable by non· 
resident investment companies 

KF 2. Rebate from tax payable by non· 
resident companies in respect of 
income from special development 
projects 

KF 3. Rebates for absentees 

SUBPART G-INDUSTRy·SPECIFIC REBATES 

KG I. Rebate for savings in special farm, 
fishing vessel, and home 
ownership accounts 

SUBPART Z-TERMINATING PROVISIONS 

KZ I. Rebate from tax payable by persons 
receiving war pension 

KZ 2. Rebate in respect of loss not carried 
forward 

PART L 
CREDITS 

SUBPART B-IMPlITATION CREDtTS
SHAREHOLDERS AND IMPlITATION SYSTEM 

LB I. Detertnination of amount of credit 
in certain cases 

LB 2. Credit of tax for imputation credit 
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LC 1. 

LC2. 
LC3. 

LC4. 

LC5. 

LC6. 

Le? 

LCS. 

LC9. 

LC 10. 

LC 11. 

LC 12. 

LC 13. 

SUBPART C-FOREIGN TAX 
Credits in respect of tax paid in a 

country or territory outside New 
Zealand 

Maximum credits 
Recovery of excess credit allowed 

through not taking into account 
refund of foreign tax 

Foreign tax credits-controlled 
foreign companies 

Group of companies controlled 
foreign company tax credits 

Election in respect of foreign tax on 
dividend 

Dividend paid without deduction in 
full of foreign tax 

Controlled foreign company tax 
credits of amalgamating company 

Ordering of controlled foreign 
company tax credits of 
amalgamated company 

Controlled foreign company tax 
credits of amalgamated company 

Controlled foreign company tax 
credits of amafgamated company 
offset against income tax of 
another company 

Controlled foreign company tax 
credits of a company offset against 
income tax of amalgamated 
company 

Information for credit to be 
furnished within 4 years 

M IJcellaneow PrUVislOTIJ 

LC 14. Ascertainment of New Zealand tax 
on income 

LC 15. United Kingdom tax on dividends 
LC 16. Foreign tax credits of consolidated 

group members 

SUBPART D-CREDIT FOR TAX PAID OR 
WITHHELD 

LDI. 

LD2. 

LD3_ 

LD4. 
LD5_ 

LD6_ 

LD 7. 

LDS. 

LD9. 

Tax deductions to be credited 
against tax assessed 

Non·resident withholding tax-
credit allowed 

Resident withholding tax deductions 
to be credited against income tax 
assessed 

Lost tax deduction certificates 
Tax deductions for which no 

certificate issued 
Allowance for provisional tax paid 

by agent 
Provisional tax to be credited in 

payment of income tax 
Credit of tax for dividend 

withholding payment credit in 
hands of shareholder 

Refund to non-resident or exempt 
shareholders 

SUBPART E-NoN-RESIDENT PORTFOUO 
INVESTORS 

LE 1. Credits in respect of dividends to 
non-resident portfolio investors 

SUBPART F-UNDERLYING FOREIGN TAX 
CREDITS 

LF 1. Underlying foreign tax credits 
generally, and interpretation 

LF 2. Granting of underlying foreign tax 
credit 

LF 3. Amount of underlying foreign tax 
credit 

LF 4. Dividends from lower-tier companies 
LF 5. Dividends from grey list companies 
LF 6. Procedures with respect to 

underlying foreign tax credit 
LF 7. Interest paid in conduit financing 

arrangements 

PART M 
TAX PAYMENTS 

SUBPART B-PROVISIONAL TAX 
MB 1. Application of provisional tax rules 
MB 2_ Amount of provisional tax payable 
MB 3. Estimated provisional tax 
MB 4. Provisional tax payable in 1, 2, or 3 

instalments 
MB 5. Amount of provisional tax 

instalments 
MB 6. Voluntary payments 
MB 7. Provisional tax of consolidated 

group members 
MS S. Refund of overpaid provisional tax 
MB 9. Payments to be set 01£ within wholly

owned group 
MB 10. Offset of further income tax 
MB 11. Calculation of residual income tax of 

amalgamated company 
MB 12. Application of other provisions to 

provisional tax 

SUBPART C-TERMINAL TAX 
MC 1. Assessment and payment of 

terminal tax 
MC 2_ Payment of tax 
MC 3. Payment of tax by instalments 

SUBPART D-REFuNDS 
MD 1. Refund of excess tax 
MD 2. Limits on refunds of tax 
MD 3. Refund of income tax not to exceed 

amount of credit balance 

SUBPART E-IMPUTATION CREDIT ACCOUNTS 
Imputation Credit Accounb-General 

ME 1. Companies required to maintain 
imputation credit account 

ME 2_ Balance of imputation credit account 
ME 3_ Imputation credit account 
ME 4. Credits arising to imputation credit 

account 
ME 5_ Debits arising to imputation credit 

account 
ME 6. Company may attach imputation 

credit to dividend 
ME 7. Transfer by life insurance company 

of credit balance to policyholder 
credit account 

ME S. Allocation rules for imputation 
credits 
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ME 9. Further tax payable where end of 
year debit balance, or when 
company ceases to be an 
imputation credit account 
company 

COT/Joluio.ted Groups 
ME 10. Consolidated group to maintain 

separate imputation credit 
account 

ME 11. Credits arising to imputation credit 
account of group 

ME 12. Debits arising to imputation credit 
account of group 

ME 13. Debiting and crediting between 
consolidated group and individual 
companies 

ME 14. Application of specific imputation 
provisions to consolidated groups 

Polu:yholder Credit Accounts 
ME 15. Resident life insurance companies to 

maintain policyholder credit 
account 

ME 16. Calculation of balance of 
policyholder credit account 

ME I 7. policyholder credit account of 
company 

ME 18. Credits and debits arising to 
policyholder credit account of 
company 

ME 19. Use of credit balance to reduce 
income tax, or transfer of credit 
balance to company's imputation 
credit account 

ME 20. Determinations by Commissioner as 
to credits and debits arising to 
policyholder credit account 

ME 21. Person may elect to maintain 
policyholder credit account 

ME 22. policyholder credit account of 
person 

ME 23. Credits and debits arising to 
policyholder credit account of 
person 

ME 24. Use of credit balance to reduce 
income tax 

Policyholder Credit Accounts--Gonsoluio.ted 
Groups 

ME 25. Policyholder credit accounts and 
consolidated groups 

ME 26. Credits and debits arising to group 
policyholder credit account 

ME 27. Debiting and crediting between 
group and individual policyholder 
credit accounts 

ME 28. Application of policyholder credit 
account proviSions to consolidated 
group, ete. 

Imputation Credit Accounts and PolICyholder 
Credit Accounts-Amalgamated Companies 

ME 29. Debits and credits ansmg to 
imputation credit account or 
policyholder credit account on 
amalgamation 

ImputatIOn Credit Accounts-Statutory Producer 
BoardJ 

ME 30. Statutory producer board ~y 
determine to attach imputation 
credit to certain distributions 

ME 31. Amount of imputation credit to be 
attached to cash distribution 

ME 32. Amount of imputation credit to be 
attached to notional distribution 

ME 33. Notional distribution deemed to be 
dividend 

ME 34. Statutory producer boards and 
dividend withholding payments 

Imputation Credits--Go-operattve Companies 

ME 35 .. Co·operative company may make 
annual determination to attach 
imputation credit to certain 
distributions 

ME 36. Amount of imputation credit to be 
attached to cash distribution 

ME 37. Amount of imputation credit to be 
attached to notional distribution 

ME 38. Notional distribution deemed to be 
dividend 

ME 39. Co·operative companies and 
dividend withholding payments 

Imputation Credit Accounts--Gredits and Debits 
Incorrectly Recorded 

ME 40. Determinations by Commissioner as 
to credits and debits arising to 
imputation credit account 

SUBPART F-BRANCH EQ.UlVALENT TAX 
ACCOUNTS 

Branch Equivalent Tax Accounts 0/ Companies 

MF I. Company may elect to maintain 
branch equivalent tax account 

MF 2. Balance of branch equivalent tax 
account 

MF 3. Branch equivalent tax account of 
company 

MF 4. Credits and debits arising to branch 
equivalent tax account of 
company 

MF 5. Use of credit to reduce dividend 
withholding payment, or use of 
debit to reduce income tax 

MF 6. Determinations by Commissioner as 
to credits and debits arising to 
branch equivalent tax account 

MF 7. 

MF8. 

MF9. 

MF 10. 

Consoluio.ted Groups 

Branch equivalent tax accounts and 
consolidated groups 

Debits and credits arising to group 
branch equivalent tax account 

Debiting and crediting between 
group and individual branch 
equivalent tax accounts 

Application of branch equivalent tax 
account provisions to consolidated 
groups, ete. 
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Branch ~t Tax AccountJ '?f PmoTIJ 
MF 11. Person may elect to maintain branch 

equivalent tax account 
MF 12. Branch equivalent tax account of 

person 
MF 13. Credits and debits arising to branch 

equivalent tax account of person 
MF 14. Debit election to offset income tax 

payable in respect of foreign 
dividend 

MF 15. Extension of branch equivalent tax 
account provisions to certain 
foreign investment fund income 

Amalgamated Companies 

MF 16. Debits and credits arising to branch 
equivalent tax account of 
affialgamated company on 
amalgamation 

SUBPART G-DIVlDEND WITHHOlDING 
PAYMENT ACCOUNTS 

MG 1. Balance of dividend withholding 
payment account 

MG 2. Company may elect to maintain 
dividend withholding payment 
account 

MG 3. Dividend withholding payment 
account 

MG 4. Credits arising to dividend 
withholding payment account 

MG 5. Debits arising to dividend 
withholding payment account 

MG 6. Company may attach dividend 
withholding payment credit to 
dividend 

MG 7. Transfer by life insurance company 
of credit balance to policyholder 
credit account 

MG 8. Allocation rules for dividend 
withholding payment credits 

MG 9. Further dividend withholding 
payment payable by company 

MG 10. Dividend with both imputation 
credit and dividend witllholding 
payment credit attached 

MG 11. Transfer of credit balance to 
imputation credit account 

CredltJ and DebltJ Incorrectly Recorded 

MG 12. Determinations by Commissioner as 
to credits and debits arising to 
dividend withholding payment 
credit account 

COTIJoluiated Groups 
MG 1.'1. Dividend withholding payment 

accounts and consolidated groups 
MG 14. Credits arising to group dividend 

withholding payment account 
MG 15. Debits arising to group dividend 

withholding payment account 
MG 16. Debiting and crediting between 

group and individual dividend 
withllolding payment accounts 

Amalgamated Companies 
MG 17. Debits and credits arising to 

dividend withholding payment 
account of amalgamated company 
on amalgamation 

SUBPART H-PAYMENT OF TAX BY PuBuc 
AlTIHORITIES 

MH 1. Payment of tax by public authorities 

PARTN 
WITHHOLDING TAXES, AND TAXES ON 

INCOME OF OTHERS 
SUBPART B-GENERAL 

NB 1. Withholding tax obligations of 
consolidated group members 

SUBPART C-WITHHOIDING OF TAX BY 
EMpLOYERS-PAYE 

NC 1. 
NC2. 

NC.'I. 

NC4. 

NC5. 

NC6. 

NC7. 
NC8. 

NC9. 

NC 10. 

NC11. 

NC 12. 

Tax DeductwTIJ 

Application of PAYE rules 
Tax deductions to be made by 

employers 
Tax deductions from amounts 

credited to or applied for 
employees 

Benefits and superannuation and 
other payments deemed to be 
sa1ary or wages 

Payment to be made by employee 
where tax deduction exceeds 
source deduction payment 

AmountJ '?f Tax DeductwTIJ 
Amounts of tax deductions 

Reduced DeductwTIJ 

Delivery of withholding declaration 
Application of tax codes specified in 

tax code declarations or tax code 
certificates 

Cessation of transitional tax 
allowance for purposes of tax 
code 

Amount of total tax deduction 
where several deductions made 
for one week 

Increased deductions to cover 
deficiency in deductions from 
advance payments 

Amount of tax deductions for pay 
period current when tax 
deductions altered 

NC 1.'1. Power of Commissioner to reduce 
tax deductions 

NC 14. Special tax code certificates 

Duties '?f Employer as to DeductwTIJ 
NC 15. Payment of tax deductions to 

Commissioner 

Employee's Duties Where DeductloTIJ Not Made 
NC 16. Employee to pay deductions to 

Commissioner 
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A.sse.ssment and Payment 0/ Tax 
NC 17. Assessment and payment of tax 

M IScellaneoUJ ProvISIOns 
NC 18. Bond, etc., in lieu of tax deductions 

in case of certain non·resident 
employees 

NC 19. Amount of tax deductions deemed 
to be received by employee 

NC 20. Application of other provisions to 
amounts payable under PAYE 
rules 

NC 21. Regulations 

SUBPART D-FRlNGE BENEFIT TAX 
NO I. Rate of fringe benefit tax 
NO 2. Payment of fringe benefit tax every 

quarter 
NO 3. Payment of fringe benefit tax on 

annual basis in respect of 
employees other than 
shareholder.employees 

NO 4. Payment of fringe benefit tax on 
income year basis in respect of 
shareholder·employees 

NO 5. Change in period for which fringe 
benefit tax payable 

SUBPART E-SPEOFlED SUPERANNUATION 
CONTRIBUTION WITHHOLDING TAX 

NE I. Application 
NE 2. Specified superannuation contri· 

bution withholding tax imposed 
NE 3. Specified superannuation contri· 

bution withholding tax to be 
deducted 

NE4. 
NE 5. 
NE 6. 

Payment period 
Failure to deduct tax 
Tax deemed for certain purposes to 

have been received by 
superannuation fund 

NE 7. Application of other provISIons 
to specified superannuation 
contribution withholding tax 

SUBPART F-REsIDENT WITHHOLDING TAX 
ApplicatIOn 

NF I. Application of RWT rules 

Deduction 0/ Resident Withholding Tax 
NF 2. Deduction of resident withholding 

tax 
NF 3. Requirement for agents or trustees 

to make resident withholding tax 
deductions on receipt of payments 

Payment 0/ Resilient Withholding Tax 
NF 4. Payment of deductions of resident 

withholding tax to Commissioner 
NF 5. Non·resident withholding tax 

deducted in substitution for 
resident withholding tax 

MilcellaneOUJ PrOVISions 
NF 6. Resident withholding tax deductions 

varied to correct errors 

NF 7. 
NF8. 

NF9. 
NF 10. 
NF ll. 

NFI2. 

NF 13. 

Refunds of deductions 
Resident withholding tax deductions 

from dividends deemed to be 
dividend withholding payment 
credits 

Certificates of exemption 
Unincorporated bodies 
Cancellation of certificates of 

exemption 
Amount of resident withholding tax 

deduction deemed to have been 
received 

Application of other provIsIons in 
relation to resident withholding 
tax 

SUBPART G-NON·REsIDENT WITHHOLDING 
TAX 

General 

NG I. Application of NRWT rules 
NG 2. Non·resident withholding tax 

imposed 
NG 3. Non·resident withholding tax to be 

final tax in certain cases 
NG 4. Non·resident withholding tax to be 

minimum tax in certain cases 
NG 5. Persons who may apply for approval 
NG 6. Approval of person as approved 

issuer 
NG 7. Revocation of approval 

Deduction 0/ Non-Resilient Withholding Tax 

NG 8. Deduction of non·resident 
withholding tax 

NG 9. Non·resident withholding tax on 
dividends not paid in money 

NG 10. Power of Commissioner to grant 
relief from or vary amount of 
deductions 

Payment 0/ Non-Resident Withholding Tax 

NG 11. Payment of deductions of non· 
resident withholding tax to 
Commissioner 

NG 12. Person deriving non·resident 
withholding income to pay non· 
resident withholding tax to 
Commissioner 

NG 13. Failure to make deductions of non· 
resident withholding tax or to 
make payments to Commissioner 

M i5cellaneow Pr0vi5ions 

NG 14. Non·resident withholding tax on 
dividends paid to company under 
control of non·resident 

NG 15. Deductions of non·resident 
withholding tax deemed to be 
received by person entitled to 
payment 

NG 16. Non·resident withholding tax 
deducted in error 

NG 17. Application of other provisions to 
non·resident withholding tax 
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SUBPART H-DIVIDEND WITHHOLDING 
PAYMENTS 

NH I. Liability to make deduction in 
respect of foreign withholding 
payment dividend 

NH 2. Amount of dividend withholding 
payment to be deducted 

NH 3. Payment and recovery of dividend 
withholding payment, etc. 

NH 4. Refund for overpayment and to 
company in loss 

Consolu:/4ted Group5 
NH 5. Dividend withholding payments and 

consolidated groups 
NH 6. Application of specific dividend 

withholding payment provisions 
to consolidated groups 

SUBPART I-NEW ZEALAND SUPERANNUITANT 
SURCHARGE 

NI I. Surcharge deductions from New 
Zealand superannuation 

NI 2. Commissioner to determine amount 
of surcharge deduction 

NI3. Surcharge deductions from source 
deduction payments 

NI 4. Surcharge deductions from source 
deduction payments and 
surcharge paid as provisional tax 

NI 5. Application of surcharge codes 
specified in tax code declarations 

NI 6. New Zealand superannuitant student 
loan borrowers to apply for 
special tax code certificates 

SUBPART Z-TERMINATING PROVISIONS 
NZ I. Adjustment of dividends payable to 

preference shareholders 

PART 0 
DEFINITIONS AND RELA TED MATTERS 

SUBPART B-GENERAL DEFlNmONS 
OB I. 
OB 2. 

OB 3. 
OB4. 
OB 5. 

OB 6. 

Definitions 
Meaning of "source deduction 

payment" 
Meaning of "qualifying company" 
Meaning of "pay·period taxpayer" 
Meaning of "non·resident 

investment company" 
Meaning of "income tax" 

SUBPART C-SPECIAL ENTITIES SUBJECT TO 
TAX 

QC I. Airport operators 
QC 2. Energy trading operators 
QC 3. Statutory producer boards 
OC 4. Co·operative marketing com· 

panies-regulations 

SUBPART D-CoNTROL INTERESTS, 
AssocIATED PARTIES, ETC. 

OD I. Defining when a company is under 
the control of any persons 

Memurement of Control and Ownmhip Intemo 

OD 2. Purpose of provisions ~overning 
measurement of votmg and 
market value interests 

OD 3. Voting interests 
OD 4. Market value interests 
OD 5. Modifications to measurement of 

voting and market value interests 
in case of continuity provisions 

OD 6. Modifications to measurement of 
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An Act to reorganise and consolidate the law relating to 
income tax [20 December 1994 

BE IT ENACTED by the Parliament of New Zealand as follows: 

A I. Short Title, commencement, etc.-(I) This Act may 
be cited as the Income Tax Act 1994. 

(2) This Act shall come into force on 1 April 1995, and shall, 
except where otherwise provided in this Act, apply with respect 
to the tax on income derived in the 1995-96 and subsequent 
income years. 

Cf. 1976, No. 65, s. 1 

PART A 

PURPOSE AND CONSTRUCTION 

AA I. Purpose of Act-(I) The purpose of this Act is to re· 
enact the law, excluding certain administrative provisions, 
contained in the Income Tax Act 1976 in a reorganised fonn 
within soundly based and coherent structures of Parts and 
Subparts. 

(2) The reorganisation of the provisions and the changes of 
style and language carried out by this Act in relation to the 
provisions of the Income Tax Act 1976 are not intended to 
affect the interpretation or effect of those provisions as they are 
included in this Act. 

AA 2. Interpretation-( 1) Definitions of words and tenns 
that are defiried for the purposes of this Act, and general 
provisions relating to the interpretation and construction of this 
Act, appear in Part O. 

(2) References in this Act to the definition or meaning of a 
particular word or tenn are references to the definition or 
meaning of that word or tenn as it appears or is referred to in 
section OB 1, unless the context otherwise requires. 

AA 8. References to "this Act"-A reference to "this Act" 
is to be taken to include a reference to those provisions of the 
Tax Administration Act 1994 which substantially correspond to 
provisions of the Income Tax Act 1976, unless the context 
otherwise requires. 

AA 4. References to particular provisions-Except 
where there is express provision to the contrary,-
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(a) A reference in this Act to a particular Part, Subpart, or 
section is to be construed as a reference to a Part, 
Subpart, or section of this Act; and 

(b) A reference in this Act to some other particular element is 
to be construed as a reference to that element in its 
immediate context. 

For example, a reference to "paragraph (f)" is to be 
construed as a reference to paragraph (f) of the 
section, subsection, definition, or clause in which that 
reference is made. 

PARTB 
CORE PROVISIONS 

BB 1. Income tax imposed-( 1) Subject to this Act, there 
shall be levied and paid fOr the use of the Crown, for the year 
commencing on 1 April in each year, a tax in this Act referred 
to as income tax. 

(2) Subject to this Act, income tax shall be payable by every 
person on all income derived by that person during the year for 
which the tax is payable. 

C£ 1976, No. 65, s. 38 

BB 2. Rates to be fixed by annual taxing Act
(1) Income tax shall be assessed and levied on the taxable 
income of every taxpayer at such rate or rates as may be fixed 
from time to tune by Act. 

(2) The Act by which the rate of income tax is so fixed for 
any year is in this Act and the Tax Administration Act 1994 
referred to as the "annual taxing Act". 

(3) Except where otherwise expressly provided, the repeal of 
any annual taxing Act for any year shall not affect any tax 
which has been already assessed or paid or is still assessable and 
payable in or for that year, and all the provisions of that Act, 
and all acts of authority under that Act, shall be deemed to 
remain in full force and effect; and all proceedings for the 
recovery of any tax may be instituted or continued as if that 
Act had not been repealed. 

C£ 1976, No. 65, s. 39 

BB S. Liability to tax of income derived from New 
Zealand and abroad-Subject to this Act,-

(a) All income derived by any person who is resident in New 
Zealand at the time when the person derives that 
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income shall be assessable for income tax, whether it 
is derived from New Zealand or from elsewhere: 

(b) All income derived from New Zealand shall be assessable 
for income tax, whether the person deriving that 
income is resident in New Zealand or elsewhere: 

(c) No income which is neither derived from New Zealand 
nor derived by a person then resident in New Zealand 
shall be assessabfe for income tax. 

ef. 1976, No. 65, s. 242 

BB 4. Items included in assessable income-Without in 
any way limiting the meaning of the term, the assessable 
income of any person shall for the purposes of this Act be 
deemed to include, save so far as express provision is made in 
this Act to the contrary,-

(a) All profits or gains derived from any business (including 
any increase in the value of stock in hand at the time 
of the transfer or sale of the business, or on the 
reconstruction of a company): 

(b) All monetary remuneration: 
(c) All profits or gains derived from the sale or other 

ilisposition of any personal property or any interest in 
personal property (not being property or any interest 
in property which consists of land), if the business of 
the taxpayer comprises dealing in such property, or if 
the property was acquired for the purpose of selling 
or otherwise disposing of it, and all profits or gains 
derived from the carrying on or carrying out of any 
undertaking or scheme entered into or devised for 
the purpose of making a profit: 

(d) Income derived from any other source. 
ef. 1976, No. 65, s. 65 (2)(a), (b), (e), (1) 

BB 5. Amounts remitted to be taken into account in 
computing income-( 1) Subject to section EZ 9 (2), where the 
amount of any expenditure or loss incurred by a taxpayer has 
been taken into account in calculating the taxpayer's assessable 
income for any income year, and subsequently the liability of 
the taxpayer in respect of that amount is remitted or cancelled 
in whole or in part, the assessable income derived by the 
taxpayer during that year shall be deemed to be increased by 
the amount so remitted or cancelled, and the taxpayer shall be 
assessable and liable for income tax accordingly. 

(2) For the purposes of this section-
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(a) A liability shall be deemed to have been remitted to the 
extent to which the taxpayer has been discharged 
from that liability without fully adequate 
consideration in money or money's worth: 

(b) A liability shall be deemed to have been cancelled to the 
extent to which the taxpayer has been released from 
that liability by the operation of the Bankruptcy Act 
1908 or the Insolvency Act 1967 or the Companies 
Act 1955 or the Companies Act 1993 or the laws of 
any country or any territory other than New Zealand, 
or by any deed or agreement of composition with the 
taxpayer's creditors: 

(c) A liability shall be deemed to have been cancelled to the 
extent to which it has become irrecoverable or 
unenforceable by action through the lapse of time. 

(3) For the purposes of givin~ effect to this section, the 
Commissioner may at any tune alter any assessment, 
notwithstanding the time bar. 

C£ 1976, No. 65, s. 78 (1)-(3); 1994, No. 76, s. 14 

BB 6. No deductions unless expressly provided
Except as expresslr provided in this Act, no deduction shall be 
made in respect 0 any expenditure or loss of any kind for the 
purpose of calculating the assessable income of any taxpayer. 

C£ 1976, No. 65, s. 101 

BB 7. Expenditure or loss incurred in production of 
assessable income-In calculating the assessable income of 
any taxpayer, any expenditure or loss to the extent to which 
it-

(a) Is incurred in gaining or producing the assessable income 
for any income year; or 

(b) Is necessarily incurred in carrying on a business for the 
purpose of gaining or producing the assessable 
mcome for any income year-

may, except as otherwise provided in this Act, be deducted 
from the total income derived by the taxpayer in the income 
year in which the expenditure or loss is incurred. 

Cf. 1976, No. 65, s. 104 

BB 8. Certain deductions not permitted-Not-
withstanding anything in section BB 7, in calculating the 
assessable income derived by any person from any source, no 
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deduction shall, except as expressly provided in this Act, be 
made in respect of any of the following sums or matters: 

(a) Investment, expenditure, loss, or withdrawal of capital; 
money used or intended to be used as capital; money 
used in the imrrovement of premises occupied; 
interest which rrught have been made on any such 
capital or money if laid out at interest; the acquisition 
pnce of any financial arrangement to which the 
qualified accruals rules apply: 

Provided that this faragraph shall not deny a 
deduction in respect 0 any amount of expenditure 
deemed to be expenditure under the qualified 
accruals rules: 

(b) Any expenditure or loss to the extent to which it is of a 
private or domestic nature: 

(c) Any expenditure or loss to the extent to which it is 
incurred in gaining or producing income which is 
exempt from income tax: 

(d) Any amount in respect of which a deduction from 
assessable income has otherwise been made. 

e£ 1976, No. 65, s. 106; 1994, No. 76, s. 18 

BB 9. Agreements purporting to alter incidence of tax 
to be void-Every arrangement made or entered into, 
whether before or after the commencement of this Act, shall be 
absolutely void as against the Commissioner for income tax 
purposes if and to the extent that, directly or indirectly,-

(a) Its purpose or effect is tax avoidance; or 
(b) Where it has 2 or more purposes or effects, one of its 

purposes or effects (not being a merely incidental 
purpose or effect) is tax avoidance, whether or not 
any other or others of its pwposes or effects relate to, 
or are referable to, ordinary business or family 
dealings,-

whether or not any person affected by that arrangement is a 
party to it. 

e£ 1976, No. 65, s. 99 

BB 10. Rebates to be deducted from income tax-The 
amount of any rebate of income tax or of the aggregate of the 
rebates of income tax to which any taxpayer is entitfed for any 
income year under any of the provisions of the sections of this 
Act referred to in section KB 1 shall be deducted from the total 
amount of income tax and New Zealand superannuitant 



1994, No. 164 Income Tax 1785 
s. BB 11 

surcharge that would have been p'ayable by that taxpayer in 
respect of that income year If the section or sections 
authorising that rebate or those rebates had not been passed, 
and shall not exceed the amount of that tax and that 
surcharge. 

C£ 1976, No. 65, s. 57 

BB 11. Arrangements for relief from double taxation, 
and exchange of information-(I) Where arrangements 
have been made with the Government of any territory outside 
New Zealand with a view to-

(a) Affording relief from double taxation; or 
(b) Exchanging information-

in relation to income tax or excess retention tax and any taxes 
imposed by the laws of that territory included in the 
arrangements, the Governor-General may by Order in Council 
declare that those arrangements shall, notwithstanding 
anything in this Act or any other enactment, have effect in 
relation to income tax and excess retention tax accordingly. 

(2) Without limiting the generality of the preceding 
provisions, it is declared that any arrangements to wruch effect 
IS given under this section may contain provision, in relation to 
any of those taxes,-

(a) For relief from tax: 
(b) For charging the income derived from any sources in New 

zealand to persons not resident in New Zealand: 
(c) For determining the income to be attributed to persons 

not resident in New Zealand and their agencies, 
branches, or establishments in New Zealand: 

(d) For determining the income to be attributed to persons 
resident in New Zealand who have special 
relationships with persons not so resident. 

(3) Any such arrangements may include provision for relief 
from tax for periods before the commencement of this Act or 
before the making of the arrangements, and provisions as to 
income which is not itself subject to double taxation. 

(4) Any Order in Council under this section may be at any 
time amended or revoked by a subsequent Order in Council; 
and any such amending or revoking Order in Council may 
contain such transitional provisions as appear to the Governor
General to be necessary or expedient. 

(5) For the purposes 01 this Act, a reference in 
a double tax agreement to profits of an activity or business 
shall, in relation to New Zealand tax, be read, where the 

C-4 
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context so permits, as a reference to taxable income derived 
from that activity or business. 

Cf. 1976, No. 65, ss. 292 (2), 294 

PARTC 
INCOME FURTHER DEFINED 

SUBPART B-ExEMPT INCOME 

CB 1. Exempt interest income-( 1) The following incomes 
shall be exempt from tax: 

(a) Income derived by any person (not being an absentee, or 
a company, or a public authority, or a Maori 
authority, or an unincorporated body, or a trustee 
assessable and liable for income tax in respect of that 
income under section HH 3) from interest on Post 
Office National Development Bonds or New Zealand 
Savings Certificates (being interest in respect of the 
period from the date of issue to the date of maturity 
or earlier surrender of those bonds or those 
certificates): 

Provided that the amount of the exemption under 
this paragraph in any income year shall not exceed 
$500 of the aggregate of that income: 

Provided further that where that income is derived 
by the trustee of a trust who would otherwise be 
entitled to an exemption under this paragraph, that 
exemption shall not apply unless-

(i) The trust arose on the death of any person; and 
(ii) Those bonds or those certificates were owned 

by that person at that person's death: 
(b) Income derived by any person from interest on post-war 

credits, being interest payable under section 2 of the 
Income Tax (Repayment of Post-War Credits) Act 
1959 of the United Kingdom Parliament: 

(c) Income derived by any person from any premium 
received by that person upon redemption of an 
inflation-adjusted savings bond: 

(d) Income derived by any person (not being an absentee, or 
a company, or a public authority, or a Maori 
authority, or an unincorporated body, or a trustee 
assessable and liable for income tax under sections 
HH 3 to HH 6, HK 14, and HZ 2) from interest on 
any farm vendor finance bond or in respect of any 
farm vendor mortgage: 

C--4* 
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Provided that the amount of the exemption under 
this paragraph in any income year shall not exceed 
50% of that income: 

Provided also that where any person is allowed an 
exemption under this paragraph, that Eerson shall 
not, in respect of the income in respect of which that 
exemption is allowed, be entitled to a rebate under 
section K.E 1. 

(2) In this section,-
"Farm vendor finance bond" means a bond issued by the 

Reserve Bank of New Zealand for inscribed stock of 
the Rural Banking and Finance Corporation of New 
Zealand: 

"Farm vendor mortgage" means a mortgage-
(a) Which secures a loan provided by the vendor or 

vendors of a farm; and 
(b) Which was approved by the Rural Banking and 

Finance Corporation of New Zealand for the purpose 
of the exemption to which section CB 1 (1)(d) applies; 
and 

(c) In respect of which written notice of that 
approval and of any variation was delivered by the 
Corporation to the Commissioner. 

Cf. 1976, No. 65, ss. 60 (1), 61 (14), (46), (51), (52) 

CB 2. Non-residents' exempt income-(I) The following 
incomes shall be exempt from tax: 

(a) Income derived by any non-resident entertainer (within 
the meaning of regulations made under 
section NC 21) from any activity or performance

(i) Under a cultural programme of, or wholly or 
partly sponsored by, any overseas government or the 
Government of New Zealand; or 

(ii) In accordance with the programme of a 
foundation, trust, or other organisation, being a 
foundation, trust, or other organisation outside New 
Zealand which exists for the promotion, whether in 
whole or in part, of any cultural activity and which is 
not carried on for the private pecuniary profit of any 
proprietor, member, or shareholder; or 

(iii) In relation to any game or sport where the 
participants are the official representatives of an 
association, league, union, or other body which 
administers the game or sport in an overseas country: 
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(b) Income, being interest or a redemption payment, where 
that interest or redemption payment IS payable out of 
New Zealand, derived by a person who IS not resident 
in New Zealand from or in respect of-

(i) Any money lent to the Government of New 
Zealand; or 

(ii) Any money lent to any local or public authority 
for the purposes of any activity, not being a 
commercial activity, carried on in New Zealand by 
that local or public authority, where that income 
derived from or in respect of that money lent is, in 
accordance with approval given in that behalf by the 
Government of New Zealand, to be exempt from 
income tax: 

Provided that this paragraph is subject to the 
application provisions of section CZ 2: 

(c) Income derived by a person who is not resident in New 
Zealand, from personal (including professional) 
services performed by that person within New 
Zealand during a visit to New Zealand, if-

(i) That visit does not exceed a period of 92 days; 
and 

(ii) In the country or territory in which that person 
is resident, that income, being exempt from income 
tax in New Zealand, is chargeable with any tax which 
in the opinion of the Commissioner is substantially of 
the same nature as income tax under this Act; and 

(iii) Those services are performed for or on behalf 
of a person who is not resident in New Zealand: 

Provided that this paragraph shall not apply to the 
income of public entertainers (including, but without 
limiting the generality of the term "public 
entertainers", theatre, motion picture, television, and 
radio artists, singers, musicians, dancers, lecturers, 
circus performers, boxers, wrestlers, athletes, and 
other professional sportspersons): 

Provided also that this paragraph shall not apply to 
the income derived in any income year by a person 
who is present within New Zealand for a period or 
periods exceeding in the aggregate 92 days during 
that year: 

(d) Income derived by any person who is not resident in New 
Zealand,-
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(i) From personal (including professional) services 
performed by that person within New Zealand for or 
on behalf of an employer who is not resident in New 
Zealand; or 

(ii) From any maintenance, allowance, scholarship, 
or bursary provided for or paid to that person,-
if that income is derived by that person during and in 
respect of that person's presence within New Zealand 
for the purpose of providing professional or expert 
advice or assistance, or of teaching or lecturing, or of 
making investigations, or of receiving education, 
training, or experience, in every case under any 
arrangement for assistance entered into by the 
Government of New Zealand: 

(e) Income derived by any person from interest (not being 
interest payable in respect of any period during whiCh 
that person is resident in New Zealand) from a 
country or territory outside New Zealand which is 
exempt from income tax (being any tax which, in the 
opinion of the Commissioner, is substantially of the 
same nature as income tax imposed under section 
BB 1) under the laws of that country or territory. 

(2) If any question arises as to whether any person is entitled 
under sub section (l)(d) to exemption from income tax of the 
whole or any part of his or her income or as to whether any 
scheme, plan, or arrangement is an arrangement for assistance 
entered into by the Government of New Zealand, that question 
shall be determined by the Commissioner, and there shall be 
no ri~ht of objection to any determination of the 
Comnnssioner under this subsection. 

(3) For the purposes of subsection (1)(d), whether or not any 
person (not being an employer of the kind referred to in 
subsection (l)(d)(i)) is resident in New Zealand shall be 
determined as If section OE 1 (2) had not been enacted. 

(4) In this section-
"Arrangement for assistance entered into by the 

Government of New Zealand" means any scheme, 
plan, or arrangement entered into by the 
Government of New Zealand-

(a) In relation to or under
(i) The Colombo Plan: 

(ii) The Commonwealth Education Scheme: 
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(ill) The economic technical, cultural, or 
educational assistance programmes of the 
South East Asia Treaty Organisation: 

(iv) The Japanese Cultural and Technical 
Assistance Fund: 

(v) Programmes of the United Nations or of any 
specialised agency of the United Nations 
fOr professional, expert, educational, 
technical, economic, or cultural assistance: 

(b) For the purpose of providing education, 
training, or experience for officers of the Western 
Samoan Public Service or the Cook Islands Public 
Service or for persons resident in Western Samoa, 
Tokelau, or the Cook Islands (including Niue): 

(c) With the Government ot any other country or 
with any international organisation for the purpose of 
providing (whether upon a mutual, co-operative, 
multilateral, bilateral, or unilateral basis) professional, 
expert, educational, economic, technical, or cultural 
assistance, or administrative or other training, or the 
means or facilities for making investigations, being a 
scheme, plan, or arrangement that is in principle 
similar to any scheme, plan, or arrangement to which 
paragraph (a) or paragraph (b) applies: 

"International organisation" means any organisation the 
members of which are sovereign powers, whether 
foreign sovereign powers or countries of the 
Commonwealth, or the Governments of such 
sovereign powers. 

(5) Notwithstanding subsection (1)(b), section 61 (18)(b) of the 
Income Tax Act 1976, as it was in force immediately before the 
enactment of the Income Tax Amendment Act 1983, shall, in 
relation to income from interest which is, in accordance with an 
agreement or arrangement made with the Government of New 
Zealand, to be exempt from income tax in New Zealand, 
continue to apply in any case where the exemption is 
authorised as a result of an application received by, or posted 
to, the Government of New Zealand before 29 July 1983. 

C£ 1976, No. 65, ss. 60, 61 (17), (18), (19), (38), (47) 

CB S. Public and local authorities' exempt income
The following incomes shall be exempt from tax: 

(a) The income, other than income received in trust, of any 
public authority other than the following: 
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(ii) The Ministry of Agriculture and Fisheries in 
respect of any functions exercised by it under the 
Marketing Act 1936: 

(iii) Any State-owned enterprise: 
(iv) Any authority to the extent to which it is a 

superannuation scheme: 
(v) Any Crown Research Institute: 
(vi) Any Crown health enterprise within the 

meaning of section 2 of the Health and Disability 
Services Act 1993: 

(b) The income of a local authority other than
(i) Income received in trust: 
(ii) Income (other than rates) derived by a local 

authority from-
(A) Any local authority trading enterprise; or 
(B) Any airport company, port company, or 

energy company referred to in 
subparagraph (i) or subparagraph (ii) or 
subparagraph (ria) of paragraph (b) of the 
definition of "local authority trading 
enterprise" in section 594B of the Local 
Government Act 1974, being a company 
that, but for its exclusion by that 
paragraph, would be a local authority 
trading enterprise within the meaning of 
that section: 

(ill) Income derived by a port operator within the 
meaning of section 38 (4) of the Port Companies Act 
1988, to the extent that the income relates to a port 
related commercial undertaking within the meaning 
of that section: 

(c) Income derived from sinking funds in respect of the public 
debt or of the debt of any local authority: 

(d) The income of Geothermal Development Limited: 
(e) Income derived by the Reserve Bank of New Zealand. 

Cr. 1976, No. 65, s. 61 (2), (2A), (3), (5), (63) 

CB 4. Non-profit bodies' and charities' exempt 
income-( 1) The following incomes shall be exempt from tax: 

(a) The income of a friendly society, except so far as derived 
from business carried on beyond the circle of its 
membership: 
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(b) Income derived by any society or association, whether 
incorporated or not, which is, in the opinion of the 
Commissioner, established substantially or primarily 
for the purpose of promoting or encouraging 
scientific or industrial research, and which is 
approved by the Royal SocietY' of New Zealand, if no 
part of the income or other funds of the society or 
association is used or available to be used for the 
private pecuniary profit of any proprietor, member, 
or share bolder of the society or association: 

(c) Income derived by trustees in trust for charitable purposes 
or derived by any society or institution established 
exclusively for charitable purposes and not carried on 
for the private pecuniary profit of any individual, 
except where that income so derived is income to 
which paragraph (e) applies: 

(d) Income derived in any income year by the executor or 
administrator of the estate of any person dying on or 
after 22 June 1972 to the extent to which the 
Commissioner is satisfied that the funds represented 
by the income are held for the benefit of any trustees, 
society, or institution to which paragraph (c) refers 
and that, if the income had been derived by any such 
trustees, society, or institution, the income would 
have been exempt from tax under paragraph (c) or 
paragraph (e); and for this purpose the CommisSIOner 
shall have regard to all relevant matters including-

(i) The terms of the will of the deceased person, 
including the rights of annuitants, legatees, and other 
beneficiaries; and 

(ii) The nature and extent of the debts and 
liabilities of and other charges against the estate and 
their likely effect on the income and assets available 
for distribution to the beneficiaries; and 

(iii) The shares and prospective shares of the 
beneficiaries in the income and assets of the estate: 

(e) Income derived directly or indirectly from any business 
carried on by or on behalf of or for the benefit of 
trustees in trust for charitable purposes within New 
Zealand, or derived directly or indirectly from any 
business carried on by or on behalf of or for the 
benefit of any society or institution established 
exclusively for such purposes and not carried on for 
the private pecuniary profit of any individual: 
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Provided that if those purposes are not limited to 
New Zealand the COmmISsioner may apportion the 
income in such manner as the Commissioner deems 
just and reasonable between those purposes within 
New Zealand and the like purposes out of New 
Zealand, and may allow to die trustees, society, or 
institution a partial exemption accordingly: 

Provided also that in any case where, in any 
income year, in the carrying on of that business, any 
benefit or advantage, whether or not convertible into 
money, or any income of any of the kinds referred to 
in sections BB 4, CC 1, CD 1, CD 2, CE 1, CE 3, CF 1, 
CG 1, and CH 1 is able to be afforded to, or received, 
gained, achieved, or derived by any person-

(i) Who is a settlor or trustee of the trust by which 
the business is carried on; or 

(ii) Who is a shareholder or director of the 
company by which the business is carried on; or 

(ill) Who is a settlor or trustee of a trust that is a 
shareholder of the company by which the business is 
carried on; or 

(iv) Where that person and that settlor or trustee or 
shareholder or Oirector referred to in any of 
subparagraphs (i) to (ill) are associated persons
and that person is, in the opinion of the 
Commissioner, able, by virtue of that capacity as 
settlor or trustee or shareholder or director or 
associated person, in any way (whether directly or 
indirectly) to determine, or to materially influence in 
any way the determination of, the nature or the 
amount of that benefit or advantage or that income 
or the circumstances in which it is or is to be so 
received, gained, achieved, afforded, or derived, the 
exemption provided in this section shall not apply to 
any of the income so derived directly or indirectly 
from that business in that income year, and 
notwithstanding any other provision of this Act, 
where that business is carried on by or on behalf of or 
for the benefit of trustees in trust, the income shall be 
trustee income and the trustees of the trust shall be 
assessable and liable for income tax on the income in 
accordance with section HH 4; and for the purposes 
of this paragraph-
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(v) A person shall, in relation to a trust, be deemed 
to be a settlor of the trust and to gain a benefit or 
advantage in the carrying on of a business of the 
trust, in any case where that person has disposed of 
or disposes of, to the trust, any asset that is used by 
the trust in the carrying on of that business, and 
where that person retains or reserves an interest in 
that asset or that asset will revert to that person: 

(vi) The deriving by any trustee of any rents, fines, 
premiums, or other revenues from any asset shall, in 
any case where any person, being a person of any of 
the kinds referred to in subparagrapbs (i) to (iv), has 
disposed of or disposes of, to the trust, any asset that 
is used by the trustee in the deriving of those rents, 
fines, premiums, or other revenues, and where that 
person retains or reserves an interest in that asset or 
that asset will revert to that person, be deemed to be 
the carrying on of a business by the trustee: 

(vii) Income shall be deemed not to be derived by 
any person of any of the classes referred to in 
subparagraphs (i) to (iv) in any case where that 
income consists of interest on money lent that, in the 
opinion of the Commissioner, is payable at not more 
than current commercial rates, flaving regard to the 
nature and term of the loan: 

(viii) A person shall not, by reason only that the 
person renders professional services to any trust or 
company by which a business is carried on, be 
consIdered to be able to determine, or to materially 
influence the determination of, the nature or the 
amount of any benefit or advantage or income 
afforded to, or received, gained, achieved, or derived 
by the person or the circumstances in which it is or is 
to be so received, gained, afforded, or derived, in any 
case where that ability to so determine or to so 
materially influence results from the rendering by 
that person, in the course of and as part of the 
carrymg on as a business of a profeSSIOnal public 
practice by that person, of professional services to the 
trust or company by which the business first 
mentioned in this paragraph is carried on; and, for 
the purposes of this subparagraph, the Public Trustee, 
the Maori Trustee, and any trustee company within 
the meaning of the Trustee Companies Act 1967 shall 
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each be deemed to be a person carrying on as a 
business a professional public practice: 

(f) Income derived by the Veterinary Services Council 
established under the Veterinary Services Act 1946; 
and income derived by any veterinary club, society, 
or association, whether incorporated or not, which is, 
in the opinion of the Commissioner, established 
substantially or primarily for the purpose of 
promoting efficient veterinary services in New 
Zealand, if no part of the income or other funds of 
the club, society, or association is used or available to 
be used for the private pecuniary profit of any 
proprietor, member, or shareholder of that club, 
society, or association: 

(g) Income derived by any herd improvement society or 
association, whether incorporated or not, which is, in 
the opinion of the Commissioner, established 
substantially or primarily for the purpose of 
promoting the improvement of the standard of dairy 
cattle in New Zealand, if no part of the income or 
other funds of the society or association is used or 
available to be used for the private pecuniary profit of 
any proprietor, member, or shareholder of that 
society or association: 

(h) Income derived by any society or association, whether 
incorporated or not, which is, in the opinion of the 
Commissioner, established substantially or primarily 
for the purpose of promoting any amateur game or 
sport if that game or sport is conducted for the 
recreation or entertainment of the general public, 
and if no part of the income or other funds of the 
society or association is used or available to be used 
for the private pecuniary profit of any proprietor, 
member, or shareholder of that society or association: 

(i) Income derived by-
(i) The Totalisator Agency Board; or 
(ii) The New Zealand Racing Authority; or 
(iii) The New Zealand Racing Conference; or 
(iv) The New Zealand Trotting Conference; or 
(v) The New Zealand Greyhound Racing 

Association (Incorporated); or 
(vi) Any racing club (as defined in section 2 of the 

Racing Act 1971) if no part of the income or other 
funds of the club is used or available to be used for 
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the private pecuniary profit of any member of the 
club: 

0) Income derived by any society or association, whether 
incorporated or not, which is, in the opinion of the 
Commissioner, established substantially or p~arily 
for the purpose of advertising, beautitying, or 
developing any city, borough, or other district so as to 
attract trade, tourists, visitors, or population, or to 
create, increase, expand, or develop amenities for the 
general public, if no part of the income or other funds 
of the society or association is used or is or may 
become available to be used for any other purpose, 
not being a charitable purpose: 

(k) Income derived by any society, assOCIation, or 
organisation, whether incorporated or not, which is 
not carried on for the purposes of profit or gain to 
any proprietor, member, or shareholder and which is, 
by the terms of its constitution, rules, or other 
document constituting that society, association, or 
organisation or governing its activities, prohibited 
from making any distribution, whether by way of 
money, property, or otherwise, to any such 
proprietor, member, or shareholder: 

Provided that the amount of the exemption under 
this paragraph in any income year shall not exceed 
$1,000 of the aggregate of that income: 

(1) Income derived by the Trustees of Cornwall Park, 
Auckland, from property comprised in the trust. 

(2) In this section, "proprietor, member, or shareholder" 
includes any other person where that proprietor, member, or 
shareholder and that other person are associated persons. 

Cr. 1976, No. 65, ss. 60 (1),61 (23), (24)-(30), (32)-(34), (44); 
1994, No. 76, s. 10 (1) 

CB 5. Certain pensions, benefits, and other com
pensation exempt-( 1) The following incomes shall be 
exempt from tax: 

(a) Income derived by any person from any pension or 
allowance under the War Pensions Act 1954, other 
than any veteran's pension, or from any other 
pension or allowance granted in New Zealand or 
elsewhere by any Government in respect of any war 
or in respect of any disability or disablement 



1994, No. 164 Income Tax 1797 
a.CBS 

attributable to or a~gravated by service in any naval, 
military, air, or police forces: 

(b) Income derived by any person by way of distribution 
from any fund approved by the Miruster in Charge of 
War Pensions for the payment of compensation for 
ex-prisoners of war who were held in German 
concentration camps in World War 11: 

(c) Pensions, annuities, and allowances paid as or by way of 
compensation by a State of the Federal Republic pf 
Germany or the Republic of Austria under the laws of 
that Republic relating to compensation of victicls of 
National Socialist persecution: 

(d) Income derived from any retiring allowance or other 
benefit paid-

(i) From the Government Superannuation Fund to a 
person who was formerly a member of the Cook 
Islands Public Service or to a dependant of any such 
person, if that person or that i ,dependant is, at the 
time of receiving that allmJance or benefit, resident 
in the Cook Islands (~luding Niue); or 

(ii) From the Government Superannuation Fund or 
the Western Samoan Superannuation Fund Account 
within the National Provident Fund to a person who 
was formerly a member of the Western Samoan 
Public Service or to a dependant of any such person, 
if that person or that dependant is, at the time of 
receiving that allowance or benefit, resident in 
Western Samoa: 

(e) Income derived by any person from any monetary benefit 
payable under Part I of the Social Security Act 1964, 
other than from New Zealand superannuation or any 
income-tested benefit: 

(f) Income derived by any person from any overseas pension 
to the extent to which, under section 70 of the Social 
Security Act 1964, a deduction in respect of that 
income is made by the Department of Social Welfare 
from the amount of any entitlement to any monetary 
benefit (other than New Zealand superannuation) 
payable under Part I of that Act: 

(g) Income derived by any person, in respect of any period of 
incapacity for worK, from any sick payor other 
allowances paid to that person under section 25 of 
the National Provident Fund Act 1950, or paid to that 
person by a friendly society, or paid to that person 
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from any sick, accident, or death benefit fund to 
which that person was a contributor at the date of the 
commencement of that period of incapacity: 

(h) Income derived by any person, in respect of any period of 
incapacity for work, from any f>ayment received by 
that person by way of a benefit under a personal 
sickness or accident policy of insurance, not being a 
payment calculated according to loss of earnings or 
profits: 

(i) Income derived by any trustee in trust for any sick, 
accident, or death benefit fund, not being income 
derived directly or indirectly from any business 
carried on by or on behalf of or for the benefit of that 
trustee: 

m Income derived by any person from any compensation 
received by that person under the Worker's 
Compensation Act 1956, whether as a lump sum or 
by weekly payments: 

(k) Income derived by any person from any compensation 
received by that person under the Criminal Injuries 
Compensation Act 1963, whether as a lump sum or 
by periodical payments: 

(1) Income derived by any trustee, and any amount 
distributed to a beneficiary, of a trust for the benefit 
of persons harmed by the drug known as 
"thalidomide", where that trust was created-

(i) By an order of Court under the Minors' 
Contracts Act 1969; or 

(ii) Under the law of any country or territory 
outside New Zealand in any case where-

(A) The funds settled on the trust were money 
paid in compensation by the producer or 
supplier of that drug; and 

(B) The purpose and effect of the trust are the 
same or substantially the same as the 
purpose and effect of a trust that is of the 
kind referred to in subparagraph (i) and 
the income derived by the trustee of which 
is, under this paragraph, exempt from tax: 

(m) Income derived-
(i) By any trustee of the New Zealand Agent 

Orange Trust from the corpus of the Trust to the 
extent that it represents-

(A) The settlement fund; and 
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(B) All accretions of income attributable to the 
settlement fund; and 

(ii) By any beneficiary to the Trust by way of any 
distributions to the beneficiary from the Trust: 

(n) Payments made to any person as compensation under the 
First Schedule (except clause 3 (b)) to the Crown 
Forest Assets Act 1989: 

(0) Any portable New Zealand superannuation or portable 
veteran's pension. 

(2) In this section, "sick, accident, or death benefit fund" 
means any fund established for the benefit of the employees of 
any employer or of the members of any incorporated society or 
for the benefit of surviving spouses and dependants of any 
deceased employees of any employer or of any deceased 
members of any incorporated society, and approved for the 
time being by the Commissioner. 

Cf. 1976, No. 65, ss. 60 (I), 61 (10), (llA), (12), (22), (35), 
(36), (39)-(43), (49), (56), (62), (64) 

CB 6. Certain allowances and fees exempt-The 
following incomes shall be exempt from tax: 

(a) Income of a nominal amount derived by a disabled person 
in respect of therapeutic activities undertaken in

(i) A sheltered workshop within the meaning of the 
Disabled Persons Employment Promotion Act 1960; 
or 

(ii) Any other workshop that is, in the opinion of 
the Commissioner, of a similar nature to the sheltered 
workshop: 

Provided that in no circumstance shall such income 
be of a nominal amount for the purposes of this 
paragraph if it exceeds (on average m respect of the 
number of weeks during which, in any income year, 
those activities are undertaken by that person) $50 
per week: 

(b) The value of personal board and lodging and other basic 
personal necessities received by an unmarried person 
whose sole occupation is in the service of a religious 
society where the conditions of service are such that 
no monetary remuneration or other rewards (other 
than those necessities) are payable in respect of those 
services: 

(c) Income derived by any person, being
(i)Jurors' fees paid by the Crown: 
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(ii) Fees paid to witnesses (other than expert 
witnesses) by the Crown: 

(d) Inco~e derived by any person from any allowance that 
15-

(i) Payable by the Department of Labour under the 
Community Taskforce scheme; and 

(ii) Designated by the Minister of Labour as a 
Community Taskforce allowance. 

Cf. 1976, No. 65, s. 61 (53), (54), (55), (65) 

CB 7. Public offices' exempt income-The following 
incomes shall be exempt from tax: 

(a) The salary and emoluments of the Governor-General in 
respect of the office of Governor-General: 

(b) The salary paid to any person, under section 8 of the Civil 
List Act 1979, who is sworn to administer the 
Government during the absence or incapacity of the 
Governor-General or during a vacancy in that office: 

(c) Income derived by any person from any monetary 
annuity granted from the Crown Bank Account by 
the Executive Council of New Zealand and not 
designated as subject to tax by the Executive Council. 

Cf. 1976, No. 65, s. 61 (1), (lA), (58) 

CB 8. Cenain income from Niue exempt-(I) The 
following incomes shall be exempt from tax: 

(a) The income of a New Zealand company, being a 
company-

(i) That the Commissioner is satisfied derives its 
income exclusively or principally from Niue; and 

(ii) That, if it were a foreign company, would not at 
any time during the income year in which the income 
was derived be a controlled foreign company: 

Provided that the exemption under this paragraph 
shall not apply to any income derived by the 
company from sources in New Zealand: 

(b) Dividends from a New Zealand company, being a 
company that the Commissioner is satisfied derives 
its income exclusively or principally from Niue, 
derived by any person other than-

(i) A person who is resident in New Zealand; or 
(ii) A company that, at any time during the income 

year in which the dividends were derived, is a 
controlled foreign company; or 
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(iii) A trustee of a trust where at any time during 
the income year in which the dividends were derived 
any settlor or any beneficiary of the trust is resident 
in New Zealand: 

Provided that the exemption under this paragraph 
shall not apply to any dividends to the extent that 
those dividends constitute distribution of income or 
gains derived by the company from sources in New 
Zealand. 

(2) Where the income of a New Zealand company is derived 
exclusively or principally from any business or enterprise (being 
a business or enterprise that under an Order in Council made 
under subsection (3) is a development project for the purposes 
of this section) carried on by that company in Niue, the income 
derived by that company from sources in Niue from that 
business or enterprise, being income so derived while that 
Order in Council remains in force, shall be exempt from 
income tax. 

(3) Where the Governor-General is satisfied that any business 
or enterprise is or is to be entered upon wholly or principally 
for the purpose of developing Niue or is or Will be of 
importance in the development of Niue, the Governor·General 
may, by Order in Council, declare that business or enterprise to 
be a development project for the purposes of this section. 

Cf. 1976, No. 65, ss. 61 (9), (48), 62 

CB 9. Other exempt income-The following incomes shall 
be exempt from tax: 

(a) Income derived by a person in the form of payments
(i) In the nature of alimony or maintenance made 

to that person out of money belonging to the spouse 
or former spouse of that person: 

(ii) Of child sUEport or spousal maintenance, within 
the meaning or those expressions in the Child 
Support Act 1991: 

(b) Income derived by any person from deferred pay, being 
pay-

(i) Granted or paid to that person, under the 
Defence Act 1990, in respect of that person's service 
on or after 15 July 1965, as a member of the New 
Zealand armed forces in any area outside New 
Zealand declared to be an active· service area for the 
purposes of this paragraph by the Minister of 
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Defence, by notice in the Gazette, given with the 
consent of the Minister of Finance; and 

(ii) Declared to be deferred pay for the purpose of 
this paragraph by the Minister of Defence, by notice 
in tile Gaz.ette, given with the concurrence of the 
Minister of Finance: 

(c) Stakes, being prize money in respect of any horse race, 
trotting race, or dog race paid by any racing club, 
trotting club, hunt club, greyhound racing club, or 
other club licensed to use the totalisator under the 
Racing Act 1971: 

(d) Income derived by any person from any maintenance or 
allowance provided for or paid to that person in 
respect of his or her attendance at an educational 
institution in terms of a scholarship or bursary other 
than a basic grant or an independent circumstances 
grant made under regulations made under section 
193 of the Education Act 1964, section 303 of the 
Education Act 1989, or any enactment in substitution 
for those sections: 

(e) Income expressly exempted from income tax by any 
other Act, to the extent of the exemption so 
provided: 

(f) Annuities paid in respect of a policy of life insurance
(i) Offered or entered into in New Zealand by a life 

insurer; or 
(ii) Offered or entered into outside New Zealand by 

a life insurer that is resident in New Zealand: 
(g) Income derived from any new start grant. 

C£ 1976, No. 65, s. 61 (15), (16), (31), (37), (50), (59), (60) 

CB 10. Exemption of dividends from tax-(I) Any 
dividends derived from a foreign company by-

(a) Any company resident in New Zealand; or 
(b) The trustee of any group investment fund as category A 

income of that fund-
shall be exempt from income tax. 

(2) Any dividend that-
(a) Is derived by-

(i) A company that is resident in New Zealand; or 
(ii) The trustee of a group investment fund as 

category A income of that fulld,-
(that company or trustee being in this subsection and 
subsection (3) referred to as tile "recipient"); and 
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(b) Is so derived from a company that is neither a foreign 
company nor a company that is exempt from income 
tax (in this subsection and subsection (3) referred to 
as the "payer")-

shall be exempt from tax where-
(c) The recipient and the payer are a wholly.owned group of 

companies at the time the dividend is derived; and 
(d) At the time the dividend is derived, either-

(i) The recipient and the payer have income years 
or non· standard accounting years ending with the 
same balance date; or 

(ii) Where the recipient and the payer have 
different balance dates, the Commissioner has, on the 
application of the recipient or the payer in such form 
as the Commissioner may allow, determined that this 
difference is necessary in order to avoid a material 
distortion of the assessable income calculated under 
this Act of either that would arise if they had income 
years or non· standard accounting years ending with 
the same balance date by causing income and 
expense for a single business cycle to be reported in 
different income years; and 

(e) The dividend is not-
(i) Allowed as a deduction under section FZ 1 in 

calculating the assessable income of the company 
paying the dividend; or 

(ii) A dividend derived by a local authority from
(A) Any local authority trading enterprise; or 
(B) Any airport company, port company, or 

energy company referred to in 
subparagraph (i) or subparagraph (ii) or 
subparagraph (Iia) of paragraph (b) of the 
definition of "local authority trading 
enterprise" in section 594B of the Local 
Government Act 1974, being a company 
that, but for its exclusion by that 
paragraph (b), would be a local authority 
trading enterprise within the meaning of 
that section; or 

(iii) A dividend within the meaning of section 
CF 2 (1 )(b) or a dividend (being a dividend which, if 
the transaction giving rise to the dividend had been 
effected with a shareholder of the paying company, 
would have been a dividend within the meaning of 
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section CF 2 (1)(b)) within the meaning of section 
CF 2 (1)(k). 

(3) Where the Commissioner has made a determination 
under subsection (2), the Commissioner may revoke that 
determination at any time if the Commissioner considers that 
the different balance dates of the recipient and the payer-

(a) Are no longer necessary in order to avoid a material 
distortion of the kind referred to in paragraph (d) of 
that subsection; or 

(b) Are part of an arrangement entered into by the recipient 
or the payer to which section BB 9 or section GB 1 or 
section GZ 1 applies,-

and any such revocation shall have effect from the date of its 
notification in writing to the recipient and the payer or such 
later date as may be specified by the Commissioner in the 
notice of revocation. 

C£ 1976, No. 65, s. 63 

CB 11. Exemption from tax of pay of service personnel 
in operational areas-( 1) Where any person engaged in any 
naval, military, or air force raised in New Zealand or in any 
other part of the Commonwealth is in receipt of pay and 
allowances in respect of that engagement directly from the 
New Zealand Government or of pay and allowances receivable 
in respect of that engagement which but for this section would 
be assessable for income tax in New Zealand, such portion of 
that person's pay and allowances as relates to the period of the 
person's service in an operational area as defined in 
subsection (4) shall not be assessable for income tax. 

(2) Where any person entitled to exemption under 
subsection (1) suffers any sickness, injury, or disablement during 
a period of service in an operational area and that sickness, 
injury, or disablement is not due to that person's negligence or 
misconduct, the person's service in the op~ational area shall, 
for the purposes of this section, be deemed to continue until 
such time as the person is certified as fit for further service, 
whether in an operational area or elsewhere, or is discharged 
from the force. 

(3) There shall continue to be for the purposes of this section 
a special committee comprising the Prime Minister, the 
Minister of Defence, and the Minister of Finance. 

(4) The committee may-
(a) Define any specified area to be an operational area for the 

purposes of this section: 
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(b) Prescribe rules as to the method of computing a person's 
period of service in an operational area. 

(5) Notice of all determinations of the committee under this 
section shall be given in orders issued by the Service Board 
concerned. 

(6) In this section, "pay and allowances" does not include the 
amount of any regular force gratuity or the amount of any 
bonus or bounty paid or payable in consideration of re· 
engagement in any regular force. 

C£ 1976, No. 65, s. 64 

CB 12. Power to exempt employees' allowances
(1) Subject to this section, the Commissioner may from time to 
time determine whether and to what extent any allowance in 
respect of or in relation to the employment or service of any 
person constitutes a reimbursement of expenditure incurred by 
that person in gaining or producing the person's assessable 
income, and the allowance shall to the extent so determined be 
exempt from tax. 

(2) Subject to this section, the Commissioner may exempt 
from tax the whole or any part of any allowance, not being an 
allowance or part of an alfowance which is exempt from tax 
under subsection (1), paid by an employer to an employee in 
respect of additional transport costs incurred by that emfloyee 
in travelling between the employee'S home and place 0 work 
for the purposes of the employee'S employment with that 
employer, to the extent that the Commissioner is satisfied, and 
accordingly determines, that the allowance constitutes a 
reimbursement of the whole or part of additional transport 
costs incurred by the employee for the benefit or convenience 
of the employer in relauon to that employment where those 
additional transport costs were attributable to anyone or more 
of the following factors: 

(a) The time or times of day at or during which, or the day or 
days of the week on or during which, the employee 
was required to perform the duties of that 
employment: 

(b) The carriage, necessitating the tyPe of transport used, of 
any plant, machinery, eqwpment, technical aid, 
goods, or material for use or disposal by the 
employee in the course of that employment: 

(c) The fulfilling of an obligation under any Act: 
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(d) A temporary change in the place of work of the employee 
from the normal place of work, in relation to the 
same employer: 

(e) Any other condition of work of the employee: 
(f) The absence of a public passenger transport system 

serving the place of work. 
(3) On written application by any employer or workers' 

union, or the authorised representative of any employer or 
group of employees, or where in the opinion of the 
Commissioner it is necessary to do so, the Commissioner 
may-

(a) For the purposes of subsection (1) determine the average 
amount of the expenditure incurred during each pay
period by any employee or group of employees, 
being expenditure in respect of which a reimbursing 
allowance is payable; and 

(b) For the purposes of subsection (2), determine the average 
amount of additional transport costs incurred during 
each pay-period by any employee or group of 
employees,-

and this section shall then apply as if the amount so determined 
by the Commissioner under paragraph (a) or paragraph (b) had 
been incurred during each pay-period by that employee or by 
each employee included in that group of employees of that 
employer. 

(4) Where a determination in relation to any allowance is 
made by the Commissioner under subsection (1) or subsection 
(2) or subsection (3), the Commissioner shall give written notice 
of the determination and that determination shall apply in 
relation to every payment of that allowance that is made after 
the period of one month that immediately succeeds the date of 
that notice. 

(5) Notwithstanding subsection (4), in any case where-
(a) An allowance in respect of or in relation to the 

employment or service of any person is granted or is 
to be granted to that person under any clause or 
other provision of an award, collective agreement, or 
other instrument; and 

(b) A determination made (on or after 24 September 1981) in 
relation to that allowance by the Commissioner under 
subsection (1) or subsection (2) or subsection (3) 
would, but for this subsection, apply in accordance 
with subsection (4); and 
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(C) Under that determination, that allowance is exempt to the 
extent of less than 100%; and 

(d) At no time before the making of that determination has a 
determination in respect of that allowance been given 
effect to by the Commissioner,-

the Commissioner may specify in the written notice of that 
determination given by the Commissioner under subsection (4) 
that that determination shall apply with effect from the making 
of such payment of that allowance as is first made on or after 
the earlier of-

(e) The date on which that award, collective agreement, or 
other instrument, having been (after the date on 
which that notice is so given) first negotiated, or first 
renegotiated, and, having been (as so negotiated or 
renegotiated)-

(i) Made or approved or registered br. the 
Arbitration Court, the Waterfront Industry Tnbunal, 
the Agricultural Tribunal, the Aircrew Industrial 
Tribunal, a tribunal within the meaning of the State 
Services Conditions of Employment Act 1977, or any 
other tribunal or employing authority constituted 
under any enactment; or 

(ii) Given or required to be given to the Registrar of 
the Arbitration Court under regulation 8 of the Wage 
Adjustment Regulations 1974; or 

(ill) Made under a decision of a compulsory 
conference appointed under section 120 of the 
Industrial Relations Act 1973 or a decision of a 
committee of inquiry appointed under section 121 of 
that Act; or 

(iv) Made as an Order in Council or regulation,
comes into force with respect to that clause or other 
provision: 

(f) The later of the following 2 days: 
(i) The day immediately after the period of 6 

months commencing with the date on which that 
notice is given: 

(ii) Such later day, after that period of 6 months, as 
the Commissioner (having regard to the particular 
award, collective agreement, or other instrument, to 
the progress towards its negotiation or renegotiation, 
and to such other circumstances as the Commissioner 
deems relevant) considers appropriate and notifies in 
writing. 
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(6) Where the Conunissioner is satisfied that in relation to an 
award, collective agreement, or other instrument, 
arrangements between the parties to it have been made with a 
view to the affairs of the parties being so arranged or 
conducted that subsection (5) would, but for this subsection, 
have effect more favourably in relation to those parties than 
would otherwise have been the case, the Conunissioner may 
determine that subsection (5) shall not apply in relation to any 
allowance. paid under any clause or other provision of that 
award, corrective agreement, or instrument or shall apply in 
relation to it only to such extent as the Conunissioner sees fit. 

(7) In this section-
"Additional transport costs" means-

(a) In relation to an employee and to any of the 
factors referred to in paragraphs (a) to (e) of 
subsection (2), the transport costs incurred by the 
employee in travelling between the employee's home 
and place of work, in excess of the costs which the 
Conunissioner is satisfied that that employee would 
ordinarily have been expected to incur in that 
travelling were it not for that factor; and 

(b) In relation to an employee and the factor 
referred to in subsection (2)(f), the transport costs 
incurred by the employee in travelling between the 
employee'S home and place of work in excess of an 
amount equal to $1 Tor each day on which the 
employee attends that place of work to perform the 
employee'S duties: 

Provided that, except in special circumstances in 
any case where the approval of the Conunissioner is 
obtained, any distance in excess of 70 kilometres for 
anyone day shall not be taken into account in 
calculating any additional transport costs: 

"Allowance in respect of or in relation to the employment 
or service of any person" includes remuneration paid 
in respect of or in relation to the services of any 
person as chairperson or as a member of a local 
authority or statutory Board within the meaning of 
the Fees and Travelling Allowances Act 1951 or in 
respect of or in relation to the services of any person 
as chairperson or as a member of any committee, 
board, council, or other body to whom remuneration 
is paid under any other Act: 
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"Award", "collective agreement", and "instrument" have 
the same meanings as in regulation 2 of the Wage 
Adjustment Regulations 1974: 

"Public passenger transport system" means a public 
passe~ger transport service which the Commissioner 
15 sat15fied-

(a) Operates fixed routes and regular timetables; 
and 

(b) Is adequate and has the capacity to serve the 
place of work. of the employer. 

Cf. 1976, No. 65, s. 73 

CB 1 S. Power to exempt expenditure on account of an 
employee-The Commissioner may from time to time 
determine whether and to what extent any payment (being 
expenditure on account of an employee) made by an employer 
in respect of or in relation to the employment or service of any 
person constitutes a payment of expenditure that, had it been 
mcurred by that person, would be expenditure incurred in 
gaining or producing the assessable income of that person, and 
the payment shall to the extent so determined be exempt from 
tax. 

Cf. 1976, No. 65, s. 73A 

CB 14. Exemption from tax of certain aircraft 
operators-( 1) Where any aircraft operator, or any class or 
classes of aircraft operators, being resident in a country or 
territory outside New Zealand and not being resident in New 
Zealand, is or are engaged in air transport from New Zealand, 
the Commissioner may exempt in whole or in part that 
operator or class or classes of operators from liability to pay 
income tax in New Zealand in respect of income derived from 
that air transport from New Zealand, if and so far as the 
Commissioner is satisfied that in corresponding circumstances 
the like aircraft operator or the like class or classes of aircraft 
operators, being resident in New Zealand, are not liable to or 
are exempt from income tax imposed by the laws of that 
country or territory outside New Zealand. 

(2) In this section-
"Aircraft operator" means a person enga~ed in the 

business of operating any aircraft for arr transport 
from any airport: 

"Air transport" means the carriage by any aircraft of 
merchandise, goods, livestock, mails, or passengers 
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emplaned or embarked on that aircraft at any 
airport: 

"Air transport from New Zealand" means the carriage 
outside New Zealand by any aircraft of merchandise, 
goods, livestock, mails, or passengers emplaned or 
embarked on that aircraft at any airport in New 
Zealand; and such carriage shall be deemed to be 
outside New Zealand notwithstanding that the 
aircraft calls at anyone or more other airports in 
New Zealand before leaving New Zealand on the 
flight for which that emplaning or embarking 
occurred: 

"Income tax", in relation to any country or territory 
outside New Zealand, means any tax which, in the 
opinion of the Commissioner, is substantially of the 
same nature as income tax imposed under section 
BB 1. 

Cf. 1976, No. 65, s. 64A 

CB 15. Exemption from tax of dispositions of shares 
not resulting in cancellation of share-Income derived by 
any company from the disposition of any share in the 
company, where the acquisition by the company of the share 
was deemed, under section 67 A (1) of the Companies Act 1993, 
not to result in cancellation of the share, shall be exempt from 
tax. 

Cf. 1976, No. 65, s. 61 (66); 1994, No. 76, s. 10 (2) 

SUBPART C-COMPENSATION, BENEFITS, AND GRANTS 

CC 1. Certain compensation, benefits, and other pay
ments included in assessable income-Without in any way 
limiting the meaning of the term, the assessable income of any 
person shall for the purposes of this Act be deemed to include, 
save so far as express provision is made in this Act to the 
contrary,-

(a) All payments of earnings related compensation (as 
defined in section 2 of the Accident Compensation 
Act 1982) and of compensation under secUon 80 (4) 
of that Act, not being payments-

(i) Which are recovered or recoverable by the 
Accident Compensation Corporation under section 
86 (3)(a) or section 88 (4) of tnat Act; or 

(ii) In respect of which an amount equal to those 
payments is refunded to the Social Security 
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Commission by the Accident Compensation 
Corporation under section 88 (3) of that Act: 

(b) All pa~ents of any compensation for loss of earnings 
payable under sections 38, 39, and 43 of the Accident 
Rehabilitation and Compensation Insurance Act 
1992, or any vocationaf rehabilitation allowance 
payable under section 25 of that Act, or any 
compensation for loss of potential earning capacity 
payable under section 45 or section 46 of that Act, or 
any weekly compensation payable under section 58, 
section 59, or section 60 of that Act, or any continued 
compensation payable under section 138 of that Act, 
not being payments which are recovered or 
recoverable by the Accident Rehabilitation and 
Compensation Insurance Corporation under section 
77 (1) of that Act: 

(c) All payments of New Zealand superannuation, income· 
tested benefits, and veterans' pensions: 

(d) All basic grants and independent circumstances grants 
made under regulations made under section 193 of 
the Education Act 1964, section 303 of the Education 
Act 1989, or any enactment in substitution for those 
sections: 

(e) All living alone payments. 
Cf. 1976, No. 65, s. 65 (2)(c), (ca), (d), (da), (db) 

CC 2. Payments to employees or former employees 
while on naval, military, or air service-(I) The assessable 
income of any serving employee shall, for the purposes of this 
Act, be deemed to include all money paid to the employee by 
the employee's employer and not forming part of the 
employee's assessable income otherwise than by virtue of this 
section: 

Provided that this subsection shall not apply with respect to 
any payment or payments if the Commissioner is satisfied that 
the payment or payments have not been made for the purpose 
of supplementing the income of the serving employee, and 
were not in any manner induced by or due to the employment 
or former employment of the servin~ employee by the 
employer, and were not otherwise directly or indirectly 
connected with or related to that employment or former 
employment. 

(2) This section shall apply with respect to any money paid 
by any employer to any serving employee notwithstanding that 
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the legal relationship of employer and employee may not in 
fact exist between them at the time of payment. 

ef. 1976, No. 65, s. 153 (3), (4) 

cc S. Forestry encouragement grants-(I) Where, in any 
income year, a payment to any taxpayer is made under the 
Forestry Encouragement Grants Regulations 1970 or the 
Forestry Encouragement Grants Regulations 1981 or the 
Forestry Encouragement Grants Regulations 1983, the amount 
(if any) of the labour portion of that payment shall be included 
in the assessable income of the taxpayer for the income year. 

(2) In this section, "labour portion", in relation to any 
payment to any taxpayer made in any income year under the 
regulations specified in subsection (1), means that part of the 
total payment which relates to and is based upon the value of 
the labour of the taxpayer or of the labour of the taxpayer's 
family (not being labour in respect of which any amount is 
included in the expenditure portion of that total payment). 

ef. 1976, No. 65, s. 168 

SUBPART D-ACTIVITIES IN THE NATURE OF TRADE 

CD 1. Profits or gains from land transactions
(1) Without in any way limiting the meaning of the tenn, the 
assessable income of any person shall for the purposes of this 
Act be deemed to include, save so far as express provision is 
made in this Act to the contrary, all profits or gains derived 
from the sale or other disposition of any land, being profits or 
gains to which this section applies. 

(2) For the purposes of subsection (1), the assessable income 
of any taxpayer shall be deemed to include-

(a) All profits or gains derived from the sale or other 
disposition of any land if the land was acquired for 
the purpose or intention, or for purposes or intentions 
including the purpose or intention, of selling or 
otherwise disposing of it: 

(b) All profits or gains derived from the sale or other 
disposition of any land where the taxpayer, or any 
other person where the taxpayer and that other 
person are associated persons, carried on, at the time 
the land was acquired, the business of dealing in land, 
and-
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(i) That land, which was sold or disposed of by the 
taxpayer, was acquired by that taxpayer for the 
purpose of that business of dealing in land; or 

(ii) That land was sold or disposed of by the 
taxpayer within 10 years after the date on which it 
was acquired by the taxpayer: 

(c) All profits or gains derived from the sale or other 
disposition of land where the taxpayer, or any other 
person where the taxpayer and tliat other person are 
associated persons, carried on, at the time the land 
was acquired, the business of developing or dividing 
land into lots, being development or division of the 
kind (not being work of a minor nature) referred to in 
paragraph (f), and-

(i) That land, which was sold or disposed of by the 
taxpayer, was acquired by that taxpayer for the 
purp<?se of that business of developing or dividing 
land mto lots; or 

(ii) That land was sold or disposed of by the 
taxpayer within 10 years after the date on which it 
was acquired by the taxpayer: 

(d) All profits or gains derived from the sale or other 
disposition of any land, where the taxpayer, or any 
other person where the taxpayer and that other 
person are associated persons, carried on, at the time 
the land was acquired, the business of erecting 
buildings, and the taxpayer or that other person 
carried out, whether before or after the acquisition of 
that land by that taxpayer, any improvements, not 
being improvements of a minor nature, to that land 
(whether by way of erecting a building or otherwise); 
and 

(i) That land, which was sold or disposed of by the 
tax{>ayer, was acquired for the purpose of that 
busmess of erecting buildings; or 

(ii) That improved land was sold or disposed of by 
the taxpayer within 10 years after the date on which 
those improvements were completed: 

(e) All profits or ~ains, not being profits or gains which are 
included m the assessable income under any of 
paragraphs (a), (b), (c), (d), and (f), derived from the 
sale or other disposition of land where that land was 
sold or disposed of by the taxpayer within 10 years 
after the date on which it was acquired by the 



1814 
s.CD 1 

(f) All 

Income Tax 1994, No. 164 

taxpayer and, in the opinion of the Commissioner, at 
least 20% of the amount of those profits or gains was 
due to anyone or any combination of 2 or more of 
the following: 

(i) The rules of an operative district plan under the 
Resource Management Act 1991 whidi relate to that 
land or any change of those rules after the acquisition 
of that land by the taxpayer; or 

(ii) The likelihood of the imposition of such rules or 
of any change to such rules; or 

(iii) Any consent granted in relation to that land 
under any provision of that Act or any decision of the 
Planning Tribunal made in relation to that land under 
that Act, where that consent was granted or that 
decision made after the acquisition of that land by the 
taxpayer; or 

(iv) The likelihood of any such consent being 
granted or of any such decision being made; or 

(v) The removal of any condition, obligation, 
restriction, prohibition, or covenant including any 
designation or heritage order imposed under that Act 
in relation to that land, where that removal occurred 
after the acquisition of that land by the taxpayer; or 

(vi) The likelihood of the removal of any such 
condition, obligation, restriction, prohibition, or 
covenant including any designation or heritage order; 
or 

(vii) Any change or occurrence of a similar nature 
to an}' of the changes or occurrences referred to in 
any of the preceding subparagraphs or the likelihood 
of any such change or occurrence in respect of or in 
relation to that land: 
profits or gains derived from the sale or other 
disposition of land where-

(i) An undertaking or scheme, whether or not an 
adventure in the nature of trade or business, involving 
the development or division into lots of that land has 
been carried on or carried out, and the Commissioner 
is satisfied that that development or division work, 
not being work of a minor nature, has been carried 
on or carried out by or on behalf of the taxpayer, on 
or in relation to that land; and 

(ii) That undertaking or scheme was commenced 
within 10 years of the date on which that land was 
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acquired by the taxpayer: 
Provided that this paragraph shall not apply in any 

case where the Commissioner is satisfiea that the 
development or division work involved in any 
undertaking or scheme (being development or 
division work in relation to which, apart from this 
proviso, this paragraph would apply if it were 
development or division work of other than a minor 
nature) is for the purposes of the creating or effecting 
of a development or division or any other 
improvement that is for use in and for the purposes 
of-

(iii) The ca.trying on by the taxpayer of any 
business on or from the land, not being a business 
that consists of that undertaking or scheme; or 

(iv) The residing, on the land, of the taxpayer and 
any member of the taxpayer's family living with the 
taxpayer; or 

(v) The deriving by the taxpayer, from or in 
relation to the land, of income of any of the kinds 
referred to in section CE 1 (I)(e): 

(g) All profits or ~ains, not being profits or gains which are 
included m the assessable income under any of 
paragraphs (a), (b), (c), (d), (e), and (f), derived from 
the sale or other disposition of any land to the extent 
that those profits or ~ains are derived from the 
carrying on or the carrymg out of any undertaking or 
scheme, whether or not an adventure in the nature of 
trade or business, involving the development or 
division into lots of that land, and the Commissioner 
is satisfied that that development or division work 
(being work involving sigriificant expenditure on 
earthworks, contouring, levelling, drainage, roading, 
kerbing, or channelling: or on any other work, service, 
or amenity customarily undertaken or provided in 
major J?roJects involving the development of land for 
industrial, commercial, or residential purposes) has 
been carried on or carried out by or on behalf of the 
taxpayer on or in relation to that land. 

(3) Paragraphs (a), (?), (c),. and (d) of subsection (2) shall not 
apply to the sale or diSposltIOn of-

(a) Any land, being premises acquired and occupied, or 
~rected and occupied, by the taxpayer prim3.rily and 
principally as premises from which substantial 
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business was carried on by the taxpayer, together 
with any land reserved for the use of that business 
with those premises, being an area of land not 
exceedin~ such area as, in the opinion of the 
CommissIoner, is required for tIie reasonable 
occupation of those premises and the carrying on of 
that business; or 

(b) Any land, being a dwellin~house acquired and occupied, 
or erected and occupIed, by the taxpayer priniarily 
and principally as a residence for the taxpayer and 
any member of the taxpayer's family living with the 
taxpayer, together with any land reserved for the 
occupation and enjoyment of the taxpayer with that 
dwellinghouse, being an area of land not exceeding 
4,500 square metres or such larger area as, in the 
opinion of the Commissioner, is required for the 
reasonable occupation and enjoyment of that 
dwellinghouse,-

unless, in either case, the taxpayer has engaged in the 
acquisition or erection of those business premises or 
dwellinghouses, and the subsequent sale or disposItion of those 
business premises or dwellinghouses, to the extent that, in the 
opinion of the Commissioner, a regular pattern of such 
transactions has emerged and, in any case where the 
Commissioner is of that opinion, any profits or gains arising 
from any such transaction or transactions shall be deemed to 
be profits or gains to which paragraph (a) or paragraph (b) or 
paragraph (c) or paragrapli (d), as the case may be, of 
subsection (2) applies. 

(4) Subsection (2)(e) shall not apply to the sale or other 
dis~sition of any land in any case where the Commissioner is 
satIsfied that-

(a) The land was acquired by the taxpayer, and used or 
intended to be used-

(i) By the taxpayer, or by' the taxpayer's spouse, or 
by both of them, primarily and principally for the 
purposes of a farming or agricultural business carried 
on by the taxpayer, or the taxpayer's spouse, or both 
of them; or 

(ii) By the taxpayer primarily and principally as a 
residence for that taxpayer and any member of the 
taxpayer's family living with the taxpayer or for the 
purpose of erecting a dwellinghouse on that land to 
be occupied as a residence for that person and any 



1994, No. 164 Income Tax 1817 
I.CD} 

member of the person's family living with the person; 
and 

(b) Having re~ard to the circumstances of the sale or other 
disposItion of the land and any other relevant 
matters, that land was aC<I,uired by the person to 
whom it was sold or otherwISe disposed of primarily 
and principally for the purposes of-

(i) In the case of land to which paragraph (a)(i) 
applies, the use, on a continuing basis, of that land in 
any farming or agricultural business; or 

(ii) In the case of land to which paragraph (a)(ii) 
applies, as a residence for that person and any 
member of that person's family living with that 
person, or erecting a dwellinghouse on that land to be 
occupied as a residence for that person and any 
member of that person's family living with tha.t 
person; and 

(c) In any case where the land was occupied primarily and 
principally for the purposes of any farming or 
agricUltural business, the sale or disposition of the 
larid by the taxpayer was due to circumstances or 
events (other than any of those referred to in 
subsection (2)(e)) which arose after the land was 
acquired by ilie taxpayer. 

(5) There shall be allowed as a deduction from the amount of 
any profits or gains which are included in the assessable income 
of any taxpayer under subsection (2)(e) for any income year an 
amount equal to the greater of-

(a) $1,000: 
(b) 10% of those profits or gains multiplied by such number 

(not exceeding 10) of complete consecutive periods of 
12 months, the first of which such. periods 
commenced on the date of acquisition of that land by 
the taxpayer, as are included in the period that 
commenced on that date and ended with the date of 
that sale or other disposition: 

Provided that in no case shall the amount of the deduction 
allowed under this subsection exceed the amount of those 
profits or gains before any deduction is allowed under this 
subsection. 

(6) Subsection (2)(f) and (g) shall not apply to the sale or other 
disposition of any land by any taxpayer where that land is a lot 
resulting from the division into 2 or more lots of a larger area 
of land (being an area which before any division by the 

G-5 
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taxpayer did not exceed 4,500 square metres) which was 
occupied by that taxpayer prim3.rily and principallr as 
resiaential land for the taxpayer and any member 0 the 
taxpayer's family living with the taxpayer. 

(7) Subsection (2)(f) and (g) shall not apply to the sale or other 
disposition of any land in any case where-

(a) That land is a lot resulting from the division into 2 or 
more lots of a larger area of land which, immediately 
before that division, was occupied or used by the 
taxpayer, or by the taxpayer's spouse, or by both of 
them, primarily and prinCIpally for the purposes of a 
farming or agricultural business carried on by the 
~layer, or the taxpayer's spouse, or both of them; 

(b) The Commissioner is satisfied, after, if the Commissioner 
considers it necessary, consultation with the Director· 
General of Agriculture and Fisheries or any other 
person, that that land is of such an area and nature 
that it is then capable of bein~ worked as an 
economic unit as a farming or agncultural business; 
and 

(c) Having regard to the circumstances of the sale or other 
disposition of that land (including the value of the 
consideration for which that land is sold or otherwise 
disposed of, current prices paid for land in the vicinity 
of that land, the terms of die sale or other disposition, 
any zoning or other classification relating to that land, 
the proximity of that land to any other land used or 
being developed for uses other than farming or 
agricultural uses) the Commissioner is satisfied, after, 
if the Commissioner considers it necessary, 
consultation with the Director-General of Agriculture 
and Fisheries or any other person, that that land was 
sold or otherwise disposed of primarily and 
principally for the purposes of the use of that land in 
any farmmg or agricultural business. 

(8) The Commissioner may, where the Commissioner 
considers it necessary for the purposes of subsection (2)(a) to 
(f),-

(a) Determine the cost price of any land in such manner as 
the Commissioner thinks fit: 

(b) Where any land is acquired together with any other real 
or personal property, apportion the cost price 
between that land and that other real or personal 

C-5* 
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property in such manner as the Commissioner thinks 
ht. 

(9) For the pwposes of paragraph (g) of subsection (2) the 
Commissioner may ascertam the value of any land at the date 
of the commencement of any undertaking or scheme referred 
to in that paragraph in such manner as the Commissioner 
thinks fit. 

(10) This section shall apply where the land sold or otherwise 
disposed of constitutes the whole or part of any land to which 
this section applies or the whole or part of any such land 
together with any other land. 

(11) For the pwposes of subsection (2)(b) to (fj, where any 
land has been transferred from any person (referred to in this 
subsection as the "transferor") to any other person (referred to 
in this subsection as the "transferee") and the transferor and 
transferee are associated persons, the transferee shall be 
deemed to have acquired that land on the same date as the 
transferor acquired that land. 

(12) Every reference in this section to a sale or other 
disposition of any land by any taxpayer shall be deemed to 
include a reference to a sale or other disposition of any land by 
or on behalf of any other person where that other person is, in 
relation to a mortgage secured on that land, a mortgagee and 
that sale or other disposition by or on behalf of tbat other 
person is made in consequence of the default of the taxpayer 
under that mortgage. 

(13) In this section, "disposition", in relation to any land, 
includes compulsory acquisition under any Act by the Crown or 
by any public authority or by any local authority. 

ct 1976, No. 65, ss. 65 (2)(fj, 67 (1), (4)-(9A), (10), (11), (13), 
(14) 

CD 2. Royalties-Without in any way limiting the meaning 
of the term, the assessable income of any person shall for the 
purposes of this Act be deemed to include, save so far as 
express provision is made in this Act to the contrary, all 
royalties. 

ct 1976, No. 65, s. 65 (2)(h) 

SUBPART E-INVESTMENT AND LAND INCOME 

CE 1. Investment income-( 1) Without in any way 
limiting the meaning of the term, the assessable income of any 
person shall for the pwposes of this Act be deemed to include, 
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save so far as express provision is made in this Act to the 
contrary,-

(a) All interest, investment society dividends, and annuities: 
Provided that where any securities have been 

acquired by purchase or otherwise during the income 
year, the Commissioner may, where the 
Commissioner considers it equitable so to do, 
apportion between the transferor and the transferee 
any interest due or accruing due at the date of the 
transfer and not then paid: 

(b) The value of any benefit from money advanced where
(i) That money advanced is used or is to be used in 

relation to any business carried on in New Zealand by 
the borrower; and 

(ii) The borrowing was a commercial transaction 
under which interest on, or in respect of, that money 
advanced would, in the opinion of the Commissioner, 
have been payable at current commercial rates, 
having regard to the nature and term of the loan, if it 
were not for that benefit from money advanced: 

(c) Income derived or deemed to be derived under the 
qualified accruals rules: 

(d) Any amount received by a taxpayer on account of a bad 
debt for which a deduction ID calculating assessable 
income has been allowed to the taxpayer under this 
Act: 

(e) All rents, fines, premiums, or other revenues (including 
payment for or in respect of the goodwill of any 
business, or the benefit of any statutory licence or 
privilege) derived by the owner of land from any 
lease, licence, or easement affecting the land, or from 
the grant of any right of taking the profits of the land. 

(2) In this section-
(a) The term "benefit from money advanced" means any 

benefit, advantage, or saving (including the discharge, 
forgiveness, or satisfaction of any obligation, liability, 
or debt but not including interest), received, gained, 
achieved, or afforded as consideration for money 
advanced, whether or not that benefit, advantage, or 
saving is convertible into money: 

(b) The term "money advanced" includes-
(i) Money that is lent, deposited, or otherwise let 

out, whether on current account or otherwise: 
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(ii) Any credit given (including the forbearance of 
any debt), whether on current account or otherwise: 

(c) The value of any benefit from money advanced shall be 
equal to the amount of interest that, in the opinion of 
the Commissioner, would have been received or 
receivable if that money advanced had been lent to 
the borrower at, and in consideration of, the payment 
of interest at the current commercial rate, having 
regard to the nature and term of the loan, reduced by 
the amount (if any) of interest received or receivable 
in respect of that money advanced: 

(d) The term "interest" includes a cash prize received under 
section 31A of the Building Societies Act 1965 or, 
where, under that section, the prize is taken in the 
form of an advance, an amount equal to the cash 
prize which would otherwise have been received, and 
such interest shall be deemed to have been derived,-

(i) In the case of a cash prize, on the day on which 
the bonus ballot was held from which the prize arose: 

(ii) In the case of a prize taken in the form of an 
advance, on the day on which the advance or the first 
of any advances was made. 

C£ 1976, No. 65, s. 65 (l)(d)-(~, (lA), (2)(g), (j), (ja)-(jc) 

CE 2. Income derived from use or occupation of 
land-Subject to sections CT 1, DL 1, and FF 7, the assessable 
income of any person shall be deemed to include all profits or 
gains derived from the use or occupation of any land. 

Cf. 1976, No. 65, s. 74 (2) 

CE 8. Commercial bills-(l) Without in any way limiting 
the meaning of the term, the assessable income of any person 
shall for the purposes of this Act be deemed to include, save so 
far as express provision is made in this Act to the contrary (and 
subject to the application provisions of section CZ 2),-

(a) The amount received by a taxpayer on the redemption of 
a commercial bill (not bemg a redemption to which 
paragraph (b) applies) owned by the taxpayer to the 
extent to which that amount exceeds the cost to the 
taxpayer of that bill, or, where the bill is not 
redeemed by the taxpayer but is disposed of by the 
taxpayer (otherwise than by way of a transfer made 
in accordance with a matnmonial agreement), 
whether by way of sale, gift, conversion, or otherwise, 
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the value of that bill on the day of disposal to the 
extent to which that value exceeds the cost to the 
taxpayer of that bill: 

(b) A redemption payment paid to any taxpayer, where that 
redemption payment is made in respect of any 
commercial bill-

(i) Which on its issue (as defined in section 2 of the 
BiI1S of Exchange Act 1908) or at any time after its 
issue is owned by any person who is not resident in 
New Zealand (not bemg any such person where that 
bill is acquired by the person in the carrying on by 
that person of any business in New Zealand through a 
fixed establishment in New Zealand); and 

(ii) Which, at the time at which it is redeemed, is 
owned by the taxpayer, being a person who is 
resident in New Zealand, or being a person who is not 
resident in New Zealand where that bill was acquired 
by the person in the carrying on by that person of 
any business in New Zealand through a fixed 
establishment in New Zealand: 

Provided that this paragraph shall not apply in 
relation to any commercial bill that was so issued-

(ill) By a person who is resident in New Zealand 
where the money lent in relation to that bill is used 
by the person for the purposes of a business carried 
on by the person outside New Zealand through a 
fixed establishment outside New Zealand: 

(iv) By a person who is not resident in New 
Zealand, except where the money lent in relation to 
that bill is used by the person for the purposes of a 
business carried on by the person in New Zealand 
through a fixed establishment in New Zealand. 

(2) For the purposes of this section-
(a) Where a commercial bill is disposed of by any taxpayer to 

a person other than in accordance with a matrimonial 
agreement, that person shall, for the purposes of this 
paragraph and subsection (1)(a), be deemed to have 
purchased it at a cost equal to its value on the day of 
ilisposal: 

(b) Where a person who owns a commercial bill dies,-
(i) That person shall be deemed to have sold the bill 

on the day of thatrerson's death; and 
(ii) The trustee 0 that person, or, where the bill is 

owned by that person joindy with any other person 
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or persons, the person or persons on whom it 
devolves by reason of the death, shall be deemed to 
have purchased it on the day of the death at a cost 
equal to its value on that day. 

Cf. 1976, No. 65, s. 65 (1)(b), (c), (2)(k), (ka) 

SUBPART F-DIVIDENDS 

CF 1. Dividends included in assessable income
Without in any way limiting the meaning of the term, the 
assessable income of any person shall for the purposes of this 
Act be deemed to include, save so far as express provision is 
made in this Act to the contrary, all dividends. 

C£ 1976, No. 65, s. 65 (2)(j) 

CF 2. Meaning of tenn "dividends"-(1) Except as 
provided in section CF 3, and subject to the provisions of this 
section, in this Act the term "dividends", in relation to any 
company, and to any payment, distribution, or transaction 
(whether in money or money's worth) made by that company 
to or with anl person having regard to that person's or any 
other person s capacity as shareholder in that company, 
includes-

(a) All sums in money, including any sums that are credits of 
an amount of money to the balance of a 
shareholder's current or other fonn of account with 
the company, distributed in any manner and under 
any name among all or any of the shareholders of the 
company: 

(b) In the case of any loan which is owed by a shareholder to 
the company, any amount payable by the 
shareholder in respect of that loan where-

(i) The shareholder has been discharged from the 
obligation to pay that amount without fully adequate 
consideration; or 

(ii) The shareholder has been released from the 
obligation to pay that amount by the operation of the 
Insolvency Act 1967, the Companies Act 1955, the 
Companies Act 1993, or the faws of a country or 
territory other than New Zealand or by any deed or 
agreement of composition with the shareholder's 
creditors; or 

(ill) The amount has become irrecoverable or the 
obligation to pay it has become unenforceable by 
action through. the lapse of time: 
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(c) The value of any property of the company that is-
(i) Distributed in any manner and under any name 

among all or any of the shareholders of the company; 
or 

(ii) Sold or otherwise disposed of to a 
shareholder,-
to the extent that the market value of the property 
exceeds the amount of any consideration proviaed to 
the company by the shareholder for the distribution, 
sale, or disposition: 

(d) The value of any property that is acquired from any 
shareholder of the company to the extent that the 
consideration provided by the company for the 
property exceeds the market value of the property: 

(e) The making available of any property of the company for 
the benefit of any shareholder of the company to the 
extent that the value of the benefit enjoyed by the 
shareholder exceeds the amount or value of any 
consideration provided to the company by the 
shareholder for provision of the benefit: 

(f) A taxable bonus issue: 
(g) All amounts (whether in money or money's worth) 

distributed in any manner and under any name from 
and in respect of any-

(i) Acquisition by the company of shares in the 
company; or 

(ii) Redemption or other cancellation of shares in 
the company; or 

(iii) Other reduction in or return of share capital of 
the company: 

(h) All interest paid under a convertible note, being a 
convertible note to which section FZ 2 (2) applies, and 
all other payments and transactions in relation to 
such a convertible note that, if made to or with a 
shareholder in relation to share capital in a company, 
would be dividends under this Act: 

(i) All income of a unit trust distributed to a unit holder, and 
all other payments to and transactions with a unit 
holder in relation to the unit holder's interest in the 
unit trust that would, if made to or with a shareholder 
in relation to shares in a company, be dividends 
under this Act: 

(j) Any expenditure of the company (the company being a 
close company) where the benefit of the expenditure 
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is enjor,ed b>: a shareholder of the company and the 
expenditure IS not-

(i) Expenditure by way of a donation made to any 
society, institution, association, organisation, or trust 
of any of the kinds referred to in section KC 5 (1): 

(ii) Expenditure that is deductible, under this Act, 
in calculating the assessable income of the company: 

(k) Any payment, distribution, or transaction of the kind 
referred to in paragraphs (a) to (j) made by a 
company which, if made to or with a shareholder in 
the company, would be dividends under any of those 
paragraJ?hs where the payment, distribution, or 
transaction is made to or with-

(i) An associated person of a shareholder of the 
company; or 

(ii) Any trust under which the shareholder is a 
beneficiary; or 

(iii) Any trust under which the spouse of the 
shareholder (the spouse not being a shareholder) is a 
beneficiary: 

(1) Any cash distribution or deemed dividend calculated 
under section ME 33 or section ME 38 in respect of a 
notional distribution in respect of which a statutory 
producer board or a co·operative company makes a 
aetermination under section ME 30 or section ME 35. 

(2) For the purposes of subsection (1), in determining whether 
any payment, distribution, or transaction made by a company 
to or with any person is made having regard to that person's or 
any other person's capacity as a shareholder in that company, 
the fact that a payment, distribution, or transaction is made by 
the company to or with the person upon terms which differ 
from the terms upon which the company would make any 
similar payment, distribution, or transaction to or with persons 
who are neither shareholders in the company nor connected 
with shareholders in the company shall be mdicative of the fact 
that the payment, distribution, or transaction is made having 
regard to the person's or any other person's capacity as 
shareholder in the company, but without limiting tlie factors 
which might indicate that such regard has been had. 

(3) In this Act, the term "dividends", in relation to any group 
investment fund, includes-

(a) All category A income that is distributed to an investor; 
and 
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(b) All other payments to and transactions with an investor in 
relation to category A income of the group 
investment fund that, if made to or with a 
shareholder in relation to shares in a company, would 
be dividends under this Act,-

and, to the extent to which the context so requires, the 
provisions of this Act which have specific application with 
respect to dividends shall apply as if the investor were a 
shareholder, the investor's interest in the group investment 
fund were a share, and the group investment fund were a 
company. 

(4) For the purposes of this Act, where a company has issued 
a debenture to which section FC 1 or section FC 2 applies the 
amount in respect of which the debenture is issued shall be 
deemed to be paid up share capital of the company. 

(5) For the purposes of this section, the market value of any 
property to WhiCflf raragraph (c) or paragraph (d) of subsection 
(1) applies, or 0 any corresponding property to which 
paragraph (k) of that subsection applies, shall be-

(a) The market price or true value of the property on the day 
the property was distributed, sold. or otherwise 
disposed of; or 

(h) In any case where section EG 19 (7) or section FB 4 or 
section GD 1 applies. the price deemed to have been 
realised according to a determination of the 
Commissioner under the relevant one of those 
sections; or 

(c) In any case where the provisions of paragraphs (a) and (b) 
do not apply. such price as the Commissioner 
determines might have been expected to have been 
realised if the company had disposed of that property 
to a person where, at the time of the dispOsal, that 
person was not a shareholder of the company and the 
person and the company were not associated persons. 

(6) The amount of the dividend arising in respect of-
(a) A bonus issue in lieu shall be the amount of the money or 

money's worth offered as an alternative to the bonus 
issue less, in the case of a bonus issue made to a 
shareholder where an amount of resident withholding 
tax is deducted in respect of the bonus issue in 
accordance with the RWT rules, that amount of 
resident withholding tax; and 
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(b) Any other taxable bonus issue shall be such amount per 
share as the company elects when resolving upon the 
bonus issue. 

(7) A dividend referred to in paragraph (k) of subsection (1) 
shciU, for the purposes of this Act, be a dividend derived by the 
person to or with whom the payment, distribution, or 
transaction referred to in that paragraph is made or effected. 

(8) Where and to the extent that any dividend paid or 
provided by a company to a shareholder is subsequently 
recovered by the company from the shareholder under section 
56 of the Companies Act 1993 (or the equivalent provision of 
any company legislation of a country or territory other than 
New ZeaIand),-

(a) The Commissioner shall, if notified in writing of the 
recovery-

(i) Notwithstanding the time bar, amend any 
assessment of the shareholder for income tax, any 
determination of loss or loss carried forward of the 
shareholder, any assessment of the shareholder made 
under the dividend withholding payment rules, or 
any assessment of the company made under the 
imputation rules, the NRWT rules, and the RWT 
rules or by virtue of section LE 1 (2); and 

(ii) Notwithstanding anything in section MD 1 or 
section NH 4, but otherwise subject to this Act, 
refund to the shareholder any income tax, dividend 
withholding payment,' or dividend withholding 
payment penalty tax, and to the company any non
resident withholding tax or resident WIthholding tax; 
and 

(b) A credit or debit (as the case may be) shall arise, as at the 
date of recovery, to be recorded in the imputation 
credit account of the company or (in any case where 
the shareholder is an imputation credit account 
company or dividend withholding payment account 
company) the imputation credit account or dividend 
withholding payment account of the shareholder-

to such extent as is necessary in order, for the purposes of this 
Act, to disregard the dividend and any imputation credit or 
dividend withholding payment credit attached to the dividend 
and take into account the resultant refunds. 

(9) Where any amount payable by a shareholder in respect of 
a loan and deemed by virtue of section 4 (1 )(b) of the Income 
Tax Act 1976 (as that provision was in force before its repeal by 
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section 4 (1) of the Income Tax Amendment Act (No. 2) 1992) 
or subsection (1 )(b) of this section to constitute a dividend is 
subsequently repaid to the comI;>any in whole or in part, the 
Commissioner shall, if notified m writing of the repayment, 
amend in such manner as may be appropriate the assessment 
made in respect of income derived liy that shareholder during 
the income year in which the dividend was deemed to be 
derived, or in respect of fringe benefit tax payable by the 
company in respect of the quarter or income year during which 
that diVIdend was paid or otherwise made available, and shall, 
notwithstanding anything in section MD 1 but otherwise 
subject to thelrovisions of this Act, at any time refund any 
such tax foun to be paid in excess of the amount properly 
payable. 

(10) Where the Commissioner is satisfied that dividends 
arising under paragraph 0) of subsection (1) (or any 
corresponding dividends arismg under raragraph (k) of that 
subsection) arise from the charging 0 expeniliture, in the 
accounts of the company, in the reasonable belief of all of the 
shareholders of the company that the benefit of that 
expenditure was enjoyed by the company and not by any other 
person, the CommisSIoner may, where any of that expenditure 
IS subsequently repaid to the company, amend in such manner 
as may be appropriate the assessment in respect of income 
derived, by the shareholder, during the income year in which 
the benefit arose, and may, notwithstanding anything in section 
MD 1, at any time refund any tax found to have been paid in 
excess of the amount properly payable. 

(11) For the purposes of this Act, in determining whether and 
the extent to which any dividend arises by virtue of subsection 
(1) from the makin? available ,by any person (in this subsection 
referred to as the 'company') of any property to any person 
(in this subsection referred to as the "shareholder")-

(a) The amount of the dividend (if any) arising shall be 
determined in respect of each quarter during which 
the property is made available and, in relation to each 
quarter, shall be deemed to be paid by the company 
to, and derived by, the shareliolder on the earlier 
of-

(i) The date falling 6 months after the end of the 
income year during which that quarter ends (or, 
where the company has a non·standard accounting 
year, 6 months after the end of the non-standard 
accounting year during which that quarter ends); and 



1994, No. 164 Income Tax 1829 
s.CF2 

(ii) The date upon which the company notifies the 
shareholder of tlie amount of the dividend arising in 
respect of that quarter; and 

(b) Subject to paragraph (c), the amount of the dividend (if 
any) ansing in respect of each quarter shall be equal 
to the value of the deemed fringe benefit for that 
quarter which would be determined under the FBT 
rUles if-

(i) The making available of the property were, 
notwithstanding anything contained in the definition 
of "fringe benefit", the provision of a fringe benefit 
by the company to an employee in relation to that 
employee's employment (not being a benefit to which 
section Cl 2 (3) applies); and 

(ii) The company were not to make any election to 
pay fringe benefit tax on an income year basis under 
section ND 4; and 

(c) Subject to subsection (12), in any case where the making 
available of any property is a loan, then, in relation to 
any quarter, the amount of the dividend (if any) shall 
be the amount by which the amount of interest that 
would have accrued on that loan in respect of that 
quarter had that interest been calculated on the daily 
balance of that loan at the rate of interest specified in 
subsection (12) for that quarter exceeds the amount 
of interest that, whenever it accrues, is payable in 
respect of that loan to the shareholder during that 
quarter. 

(12) For the purposes of subsection (11), in respect of 
determining whether and the extent to which the making 
available of any property (being a loan) by any person (in this 
subsection referred to as the "company") to any person (in this 
subsection referred to as the "shareholder") gIves rise to a 
dividend-

(a) In relation to any quarter the rate of interest specified 
shall be-

(i) In the case of any loan where all amounts 
payable to the company in relation to the loan are 
expressed in New Zealand currency and-

(A) The shareholder is a person other than a 
company; or 

(B) The company elects that this subparagraph 
shall apply in respect of that loan and that 
quarter by notice in writing furnished to 
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the Commissioner with the company's 
return for the income year in which that 
quarter ends (or, in any case where no 
such return is filed, furnished to the 
Commissioner by the date upon which any 
return would be required to be filed for 
that income year),-

the prescribed rate of interest for that quarter; and 
(ii) In the case of any loan where all amounts 

payable to the lender in relation to the loan are 
payable in a single currency other than New Zealand 
currency, the Commissioner has prescribed a rate of 
interest in respect of that currency and that quarter 
and-

(A) The shareholder is a person other than a 
company; or 

(B) The company elects that this subparagraph 
shall apply in respect of that loan and that 
quarter by notice in writing furnished to 
the Commissioner with tIie company's 
return for the income year in which that 
quarter ends (or, in any case where no 
such return is filed, furnished to the 
Commissioner by the date upon which any 
return would be required to be filed for 
that incomeyear),-

that prescribed rate of interest; and 
(iii) In the case of any other loan, such rate of 

interest as is a market rate of interest for persons 
acting at arm's length determined as at the end of 
that quarter for a roan granted on the same terms 
(including the currency in which amounts are 
payable) as that loan; and 

(b) For the purposes of determining the daily balance of a 
loan owed at any time, where and to the extent 
that-

(i) Any loan is owed at any time in any income year 
of the company; and 

(ii) At any time after the date upon which the loan 
was advanced to the shareholder, the shareholder is 
paid by the company an amount of salary, wages, 
extra emolument, dividends, or interest; and 

(iii) The amount paid is applied in repayment of the 
loan; and 
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(iv) The amount paid constitutes assessable income 
of the shareholder derived in the income year or any 
previous income year; and 

(v) The amount paid does not constitute resident 
withholding income, non·resident withholding 
income, or an amount paid subject to tax deduction 
by virtue of the PAYE rules,-
the amount paid shall be deemed to have been 
applied in repayment of the loan on the later of the 
first day of the income year of the company and the 
date upon which the loan was advanced; and 

(c) Subject to paragraph (b), for the purposes of determining 
the daily balance of any loan owed at any time by the 
shareholder, where-

(i) Any loan is owed by the shareholder at any time 
in any income year of the company; and 

(ii) The shareholder is a company; and 
(iii) The loan is a variable principal debt instrument; 

and 
(iv) The company elects that this paragraph shall 

apply in respect of that income year by notice in 
wnting furnished to the Commissioner with the 
company's retum for that income year (or, in any 
case where no such return is filed, furnished to the 
Commissioner by the date upon which any retum 
would be required to be filed for that income year); 
and 

(v) The amount of dividend so calculated in respect 
of the loan, the income year, and the shareholder is 
not more than 30% greater or less than the amount of 
dividend which would be calculated but for the 
application of this paragraph,-
tile daily balance of the loan outstanding at all times 
during that income year of the company shall be 
deemed to be equal to, as so elected by the company, 
either-

(vi) The average of the outstanding balances of the 
loan at the end of each month in the income year of 
the company; or 

(vii) The average of-
(A) The outstanding balance of the loan at the 

later of the beginning of the income year 
of the company and the time immediately 
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after an advance is first made under the 
loan; and 

(B) The outstanding balance of the loan at the 
earlier of the end of the income year of 
the company and the time immediately 
before the final amount outstanding under 
the loan is repaid;-

and references in paragraphs (b) and (c) to any income year 
include references to corresponding non· standard accounting 
years. 

(13) Subsection (1) (k) shall not apply to include within the 
meaning of "dividends" any payment, distribution, or 
transaction between a company and another person where at 
the time of the payment, distnbution, or transaction-

(a) The other person (referred to in this subsection as the 
"associated person") to whom the payment or 
distribution is made or with whom the transaction 
takes place is a company; and 

(b) The company-
(i) Has a voting interest in the associated person 

greater than nil; or 
(ii) Does not have in the associated person a voting 

interest greater than nil but is associated with a 
company (referred to in this subsection as the 
"relcited company") that has a voting interest in the 
associatedJerson of greater than nil,-
determine in each case as if section OD 3 (3)(d) did 
not apply to deem voting interests held or deemed to 
be held by the company or the related company, as 
the case may be, to be held by other persons; and 

(c) The associated person neither holds nor is deemed to hold 
a voting interest in the company greater than nil 
determined as if section OD 3 (3)(d) did not apply to 
deem voting interests held or deemed to be field by 
the associated person to be held by other persons; 
and 

(d) In any case where paragraph (b )(ii) applies, had the 
payment, distribution, or transaction been between 
the company and the related company, it would not 
have been, under this Act, a dividend-

(i) Which was assessable income or non·resident 
withholding income of the related company; or 
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(ii) In respect of which the related company was 
liable to deduct an amount by way of dividend 
withholding payment; and 

(e) No person (other than the related company) holds both
(i) An interest in the company that is-

(A) A voting interest greater than nil; or 
(B) In any case where a market value 

circumstance exists in respect of either the 
company or the assocIated person, a 
market value interest greater than nil; and 

(ii) An interest in the associated person that is-
(A) A votin~ interest greater than 10%, 

determmed as if section OD 3 (3)(d) did 
not apply to deem voting interests held or 
deemed to be held by the company or the 
related company in the associated person 
to be held by other persons; or 

(B) In any case where a market value 
circumstance exists in respect of either the 
company or the associated person, a 
market value interest greater than 10%, 
determined as if section OD 4 (3)(d) did 
not apply to deem market value interests 
held or deemed to be held by the 
company or the related company in the 
associated person to be helCt by other 
persons,-

determined in each case as if sections OD 3 (3)(d) 
and OD 4 (3)(d) did not apply to deem voting 
interests or market value interests held or 
deemed to be held by the person to be held by 
other persons (with the exception of the related 
company). 

(14) Subsection (1 )(k) shall not apply to include within the 
meaning of "dividends" any transaction of a kind referred to in 
subsection (1)(e) between a company and another person 
where-

(a) The other person (referred to in this subsection as the 
"associated person") to whom the property is made 
available is a company; and 

(b) In the income year of the company in which the 
transaction occurs, the total amount which, but for 
this subsection, would be dividends derived by the 
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associated person from the company does not exceed 
$10,000; and 

(c) The transaction is not the making available of a loan. 
(15) Subject to section FC 3, where any amount (whether in 

money or money's worth) is derived by a person from and in 
respect of the acquisition, redemption, or other cancellation 
(referred to in this subsection as the "cancellation") by a 
company of a share in the company, for the purposes of this 
Act in calculating the amount of assessable income of the 
person under section BB 4 (a) or section BB 4 (c) or any other 
provision of this Act (other than the other subsections of this 
section and section CE 1 (1)( a)) in respect of the cancellation,-

(a) The consideration derived by the person from the 
company in respect of the cancellation shall be 
deemed to be reauced (to an amount not less than nil) 
by the amount of any dividend (exclusive of any 
imputation credit or dividend withholding payment 
credit attached to the dividend) derived by the person 
in respect of the cancellation, other than a dividend 
to the extent to which the person was-

(i) Exempt from income tax in respect of the 
dividend under section CB 10; and 

(ii) Not required by section NH 1 to deduct from 
the dividend an amount by way of dividend 
withholding payment (which extent is to be 
calculated by deducting from the dividend the 
amount which is equal to any dividend withholding 
payment (if any) required by section NH 2 (1) to be 
aeducted multiplied by a fraction of which the 
numerator is 1 and the denominator is the rate of 
resident companies' tax, expressed as a percentage, 
stated in clause 5 of Scheaule 1 and applying in 
respect of the income year that is concurrent with the 
imputation year in which occurred the quarter in 
which the dividend was paid); and 

(b) Any profit or gain derived by the person from the 
cancellation (as calculated subject to paragraph (a)) 
may be assessable income of the person 
notwithstanding that such profit or gain may be an 
amount excluded from die meaning of the term 
"dividend" by section CF 3. 

(16) For the purposes of this Act,-
(a) The term "dividends", in relation to any controlled 

foreign company and any person who has an income 



1994, No. 164 Income Tax 1835 
s.CF2 

interest in that controlled foreign company, includes 
any attributed repatriation of the person; and 

(b) Where a person has any attributed repatriation in respect 
of a controlled foreign company which is treated as a 
dividend by virtue of this section, the attributed 
repatriation shall be deemed to be paid by the 
controlled foreign company to, and derived by, the 
person-

(i) In any case where the person is a company 
exempt from income tax under section CB lOin 
respect of the dividend, on the date falling 6 months 
after the end of the accounting period of the 
controlled foreign company in respect of which the 
attributed repatriation IS calculated; and 

(ii) In any other case, at the end of the accounting 
period of the controlled foreign company. 

(17) Where-
(a) A controlled foreign company is at any time the holder of 

a financial arrangement; and 
(b) The outstanding balance of that financial arrangement (as 

calculated under section CC 8 (8)) is, or would, but for 
this subsection, be, taken into account in determining 
the specified repatriations of the controlled foreign 
company for any accounting period; and 

(c) Either-
(i) The financial arrangement matures within 5 

years after the date upon which it was issued; or 
(ii) A dividend within the meaning of subsection 

(1 )(b) or (being a dividend which, if the transaction 
giving rise to the dividend had been effected with a 
shareholder of the controlled foreign company, would 
have been a dividend within the meaning of 
subsection (1 )(b)) within the meaning of subsection 
(1 )(k) is derived by any person in respect of the 
nnancial arrangement,-

the Commissioner shall, if any person who has an income 
interest in the controlled foreign company so elects by notifying 
the Commissioner in writing of the maturity or denvation,-

(d) Notwithstanding the time bar, amend any assessment of 
any person for income tax, any determination of loss 
or loss carried forward of any person, or any 
assessment of any person made under the imputation 
rules or the dividend withholding payment rules or 
Part MF; and 
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(e) Notwithstanding anything in section MD 1 but otherwise 
subject to the provisions of this Act, refund any 
income tax, diviaend withholding payment, dividend 
withholding payment penalty tax, or additional 
tax,-

in such manner as is appropriate in order to-
(f) Except to the extent to which section CG 8 (12) applies 

with respect to the controlled foreign company and 
the fuiancial arrangement, disregard, when 
determining whether any person has derived a 
dividend being attributed repatriation from the 
controlled foreign company,-

(i) In any case where paragraph (c)(i) applies, the 
financial arrangement; or 

(ii) In any case where paragraph (c)(i) does not 
apply, that amount in respect of the financial 
arrangement which is a dividend within the meaning 
~laragraph (b) or paragraph (k) of subsection (1); 

(g) Give effect to subsection (19). 
(18) For the purposes of subsection (17)(c)(i),-
(a) A financial arrangement (referred to in this subsection as 

the "first financial arrangement") of which a 
controlled foreign company is the holder shall not be 
treated as maturing within 5 years of the date upon 
which it was issued where,-

(i) On or after the date of maturity of the first 
financial arrangement, another financial arrangement 
is held by the controlled foreign company or by 
another controlled foreign company associated (at the 
time of holding) with the controlled foreign company; 
and 

(ii) The other financial arrangement can fairly be 
regarded as being in substitution, in whole or in part, 
for the first financial arrangement and as being beld 
with a purpose or effect of defeating the intent and 
application of the 5·year restriction in subsection 
(17) (c)(i); and 

(b) Any amount accruing (including interest and discount on 
issue) in respect of a financial arrangement shall be 
treated as a new financial arrangement issued at the 
date of accrual and, where any payment on account 
of those accrued amounts of interest is made by the 
issuer, for the purposes of determining whether such 
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a new financial arrangement has matured within 5 
years of issue, accrued amounts of interest shall be 
treated as being paid in the order in which accrued. 

(19) Where-
(a) A controlled foreign company is the holder of a financial 

arrangement; and 
(b) The outstanding balance of the financial arrangement (as 

calculated under section CG 8 (8)) is taken into 
account in determining the specified repatriations of 
the controlled foreign company for any accounting 
period; and 

(c) The issuer of the financial arrangement is, as a result, 
deemed under subsection (16) to derive a dividend,

neither subsection (1)(e) nor subsection (1)(k) shall apply to 
deem the issuer to derive a dividend by virtue of any clifterence 
between the rate of interest specified in subsection (12) and the 
interest in fact payable in respect of the financial arrangement 
except where and to the extent to which-

(d) Section CG 8 (12) applies with respect to the controlled 
foreign company and the financial arrangement; or 

(e) Paragraph (c)(i) or paragraph (c)(ii) of subsection (17) 
applies in respect of the financial arrangement and, 
as a result, the Commissioner, under subsection 
(17) (f), disregards the financial arrangement or an 
amount in respect of the financial arrangement. 

(20) Where and to the extent that the Commissioner is 
satisfied that a taxpayer has become liable to pay an amount of 
additional tax under section 139 or section 150 of the Tax 
Administration Act 1994 only as a result of the application of 
subsection (17), the Commissioner shall remit the amount of 
additional tax. 

Cf. 1976, No. 65, s. 4; 1994, No. 76, s. 4 

CF 8. Exclusions from term "dividends"-(1) In this Act, 
and subject to the provisions of this section, the term 
"dividends", in relation to any company, does not include

(a) Any non-taxable bonus issue: 
(b) Any amount distributed upon the acquisition, 

redemption, or other cancellation (in whole but not in 
part) by the company of any share in the company 
(referred to in this paragraph as the "relevant 
cancellation") where-

(i) If the share is not a non-participating 
redeemable share,-
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(A) The relevant cancellation is part of a pro rata 
cancellation where the company has a 
fifteen percent capital reduction; or 

(B) The relevant cancellation is part of a pro rata 
cancellation where the company has a ten 
percent capital reduction and, upon 
application to the Commissioner by the 
company in such form as the 
Commissioner may specifY, the 
Commissioner notifies the company in 
writing that the Commissioner has no 
reasonable grounds to conclude (having 
regard to the factors specified in 
subparagraph (iii)(A) to (D)) that either the 
whole or any part ot the relevant 
cancellation is made in lieu of the payment 
of dividends; or 

(C) The relevant cancellation is not part of a pro 
rata cancellation but the shareholder 
suffers a fifteen percent interest reduction; 
or 

(D) The company is an unlisted widely-held trust; 
and 

(ii) The relevant cancellation is not an on-market 
acquisition; and 

(iii) The Commissioner has given, in respect of the 
relevant cancellation, the notice referred to in 
subparagraph (i)(B) or otherwise is satisfied that 
neitber the whole nor any part of the relevant 
cancellation was made in lieu of the payment of 
dividends, having regard to-

(A) The nature and amount of dividends paid by 
the company prior or subsequent to the 
relevant cancellation; and 

(B) The issue of shares in the company 
subsequent to the relevant cancellation; 
and 

(C) The expressed purpose or purposes of the 
relevant cancellation; and 

(D) Any other relevant factor; and 
(iv) To the extent that the amount distributed does 

not exceed-
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(A) In any case where the company is an unlisted 
widely.held trust, the available subscribed 
capital per share; and 

(B) In any other case, the available subscribed 
capital per share cancelled: 

(c) Any amount distributed in respect of any share in the 
company upon the liquidation of the company to the 
extent that the amount distributed does not exceed 
the aggregate of-

(i) The available subscribed capital per share 
cancelled; and 

(ii) The excess return amount: 
(d) Subject to subsection (3) of this section, any amount paid 

upon the acquisition by the company of any share in 
die company where-

(i) The acquisition is deemed, under section 67 A (1) 
of the Companies Act 1993 or under any Act of New 
Zealand relating to co-ope!ative companies, not to 
result in the cancellation of the share; and 

(ii) The acquisition is not part of a pro rata 
cancellation or an event which, in the opinion of the 
Commissioner, could reasonably be regarded as, or as 
part of, a pro rata cancellation in substance: 

(e) Any amount distributed upon an on-market acquisition, to 
the extent that it does not exceed the available 
subscribed capital per share cancelled: 

(f) Except for the purposes of sections CF 2 (8), GB 1 (3), and 
ME 5 (l)(c) and (2)(c), any amount distributed upon an 
on-market acquisition, to the extent that it exceeds 
the available subscribed capital per share cancelled: 

(g) Any amount to which any of paragraphs (b) to (e) or 
paragraphs (g) to (k) of sectIon CF 2 (1), or to which 
section CF 2 (3) applies, where the transaction 
referred to in any of those I>rovisions constitutes the 
provision or granting of a fringe benefit subject to 
fringe benefit tax: 

(h) Any benefit to which subparagraph (iii) of paragraph (a) of 
the definition of "monetary remuneration" applies 
whose value is included in the assessable income of 
the recipient of the benefit by virtue of the 
application of that subparagraph: 

(i) Any distribution by a statutory producer board in so far as 
the CommisSIOner is satisfied that the distribution-
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(i) Is in respect of part of an amount deemed by 
section ME 33 to be a dividend for which a member 
of the statutory producer board accordingly has been 
assessable and liable for tax; or 

(ii) Is of any part of a levy charged specifically for 
capital development where the distribution of that 
levy is made in the course of dissolution of the 
statutory producer board: 

0) Any distribution by a co·operative company in so far as 
the Commissioner is satisfied that the distribution is 
in respect of part of an amount deemed under section 
ME 38 to be a dividend for which a shareholder of the 
co·operative company accordingly has been 
assessable and liable for tax: 

(k) All amounts distributed by the company where-
(i) The amount is derived by a person in a period in 

respect of an interest of the person in the company 
which is, at the time of denvation (or would have 
been but for the liquidation or winding·up of the 
foreign investment fund), an interest of the person in 
a foreign investment fund; and 

(ii) The person calculates the foreign investment 
fund income or foreign investment fund loss of the 
person with respect to the interest in the period by 
applying the comparative value method or the 
deemed rate of return method; and 

(iii) Section CC 22 does not apply to the amount 
distributed. 

(2) For the purposes of subsection (1)(b) to (f), in determining 
the amount not mcluded within the term "dividends" on any 
acquisition, redemption, or other cancellation by the company 
of a share in tile company or upon liquidation of the 
company,-

(a) Where any consideration paid to the company (in money 
or money's worth) in respect of the issue of shares in 
the company is denominated and payable in a 
currency other than New Zealand currency, the 
consideration paid to the company shall be deemed 
to be equal to the consideration paid in the currency 
other than New Zealand currency converted into New 
Zealand currency as if that consideration had been 
paid on the date of the acquisition, redemption, other 
cancellation, or liquidation; and 



1994, No. 164 Income Tax 1841 
s.CF8 

(b) Where, in a case where the company is not resident in 
New Zealand, the shareholder cannot obtain 
sufficient infonnation to calculate either or both of 
the available subscribed capital per share cancelled or 
the excess retum amount, the relevant amount shall 
be deemed to be nil; and 

(c) Where, in a case where the company is an unlisted widely· 
held trust not resident in New Zealand, the 
shareholder cannot obtain sufficient information to 
calculate the available subscribed capital per share, 
the available subscribed capital per share shall be 
deemed to be equal to the amount paid to the trust in 
respect of issue of the unit. 

(3) Where-
(a) Paragraph (d) of subsection (1) applies (subject to this 

subsection) to an acquisition by a company of a share 
in the company; and 

(b) The company is not established under an Act of New 
Zealalld relating to co·operative companies; and 

(c) The company either-
(i) Cancels the share before the first anniversary of 

the date of acquisition; or 
(ii) Does not, by the first anniversary of the date of 

acquisition, transfer a share of the same class either-
(A) To a person not associated with the 

company; or 
(B) To a person associated with the company in 

a transaction occurring on a recogrused 
exchange, per medium of a broker or 
some other similar agent independent of 
the company, where prior to that 
transaction no arrangement existed 
between the associate and the company 
for the associate to acquire the share,-

with each such transfer of a share being taken into 
account for this purpose only in respect of a single 
such acguisition of a share,-

then with effect fiom-
(d) That cancellation or that first anniversary (as the case 

may be), the available subscribed capital of that class 
shall be reduced by that amount which would have 
been deducted had the acquisition been an on·market 
acquisition occurring on the cancellation or first 
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anniversary to which paragraph (e) of subsection (1) 
applied; and 

(e) The time of acquisition, section ME 5 (1)(c) and (2)(c) shall 
apply as if the acquisition were an on-market 
acquisition but item a of the formula in section ME 5 
(1)(c) were equal to the excess of the amount received 
by the shareholder from the acquisition over the 
amount of reduction referred to in paragraph (c) of 
this subsection, except that the Commissioner shall 
remit any imputation penalty tax imposed under 
section 152 of the Tax Administration Act 1994 (and 
any additional tax imposed under section 149 of that 
Act in respect of such imputation penalty tax) which 
would not have arisen had this paragraph applied 
only with effect from that cancellation or first 
anniversary (as the case may be). 

(4) Any distribution referred to in paragraph (i) or paragraph 
(i) of subsection (1) shall, for the purposes of section BB 8 (a), be 
c1eemed to be a return of capital. 

(5) For the purposes of subsection (l)(c), the value of any, 
capital asset shall be the market price of the capital asset or, if 
there is no market price, the amount of the price deemed to 
have been realised pursuant to a determination of the 
Commissioner under section EC 19 (7) (c). 

(6) For the purposes of subsections (l)(e) and (7)(a)(i), the cost 
of the capital asset referred to in those provisions shall be 
increased by such amount, if any, of the whole or part of any 
increase arising from the writing up of the capital asset that has 
been excluded from-

(a) The term "dividends" in accordance with section 4 (3) of 
the Land and Income Tax Act 1954 (as in force 
immediately before the amendment of that section 
by subsections (1) to (3) of section 5 of the Land and 
Income Tax Amendment Act 1965); or 

(b) The term "bonus issue" in accordance with section 3 (3) 
of the Income Tax Act 1976 (as that provision applied 
from time to time before its repeal by section 31 (1) 
of the Income Tax Amendment Act (No. 5) 1988). 

(7) Subject to subsections (8) to (10), the capital gain amount 
derived b}' a company, on or after 1 April 1988, shall be the 
amount of profit or gain derived by the company where-

(a) The company-
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(i) Has realised a capital asset, whether voluntarily 
or invohmtarily, for an amount in excess of the cost 
to the company of the asset; or 

(ii) Has otherwise, in the opmlOn of the 
Commissioner, made a capital gain, including a 
capital gain by way of gift; and 

(b) The profit or gain referred to in subparagraph (i) or 
subparagraph (ii) of paragraph (a) is not a profit or 
gain that is required to be taken into account under 
this Act for the purpose of assessing income tax. 

(8) Subject to subsection (9), where any asset of any company 
has been realised as part of, or subject to, any transaction or 
series of related or connected transactions between the 
company: and any person related to the company, any profit 
arising from that realisation shall not constitute, for the 
purposes of subsection (7), a capital gain amount. 

(9) Subsection (8) shall not apply in respect of any capital gain 
amount arising from the realisation of an asset where the asset 
of the company (being a close company) has been realised, 
during the course of and for the purpose of the liquidation of 
the company, by the sale of that asset to any person (not being 
a company) who, under subsection (11), is deemed to be a 
person related to the company. 

(10) Where a company has derived a capital gain amount 
under subsection (7), the capital gain amount shall, for the 
p~ses of subsection (l)(c), be reduced by any capital losses 
arismg from the realisation of capital assets (other than a 
realisation to which subsection (8) applies) incurred in the 
income year in which the capital gain amount was derived or in 
any subsequent income year or in any preceding income year 
that commences on or after 1 April 1992 (those losses not being 
losses already taken into account in calculating capital gain 
amounts). 

(11) For the purposes of subsection (l)(c) in determining the 
excess return amount in respect of the liquidation of a 
company, where and to the extent that-

(a) The company has derived a capital gain amount; and 
(b) On or after 1 October 1988, the capital gain amount was 

applied in paying up a bonus issue (other than a 
taxable bonus issue); and 

(c) The bonus issued share remains on issue at the time of the 
liquidation,-

the capital gain amount shall be treated as still being available 
for diStribution. 
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(12) For the pwposes of this section-
(a) A person shall be deemed to be a person related to a 

company that is a specified company in any case 
where that person is-

(i) A person who owns, or has in any way the power 
to control (whether directly or indirectly), or has the 
right to acquire, 20% or more of the ordinary shares 
of the specIfied company: 

(ii) A person who owns, or has in any way the 
power to control (whether directly or indirectly), or 
has the right to acquire, 20% or more of the voting 
rights of the specified company: 

(iii) A person (being a company), 20% or more of 
the ordiIiary shares of which the specified company 
owns, or has in any way the power to control 
(whether directly or indirectly), or has the right to 
acquire: 

(iv) A person (being a company), 20% or more of 
the voting rights of which the specified company 
owns, or has in any way the power to control 
(whether directly or indirectly), or has the right to 
acquire: 

(v) A person (being a company) the shares of which 
are owned to the extent of 20% or more by any 
shareholders who own or control or have the right to 
acquire 20% or more of the shares or the voting rights 
of the specified company, or the voting rights of 
which are able to be controlled to the extent of 20% 
or more of the shares or the voting rights of the 
specified company: 

(vi) Alerson who is a partner or co-venturer of the 
spedfie company: 

(vii) A trustee of a trust where the specified 
company, or another person who is a person related 
to the specified company, benefits or is capable 
(whether by the exercise of a power of appointment 
or otherwise) of benefiting under the trust either 
directly or indirectly: 

(viii) A partnership in which any partner or in 
which 2 or more partners (being in each case a 
partner who is a person relatea to the specified 
company)-
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(A) Holds or hold in the aggregate an 
entitlement to 500/0 or more of the assets 
or profits of the partnership; or 

(B) Is able or are jointly able in any way to 
control the partnership: 

(b) For the purposes of paragraph (a), in relation to any 
person, any interest held by-

(i) The spouse of that person; or 
(ii) Any child of that person; or 
(iii) Any child of the spouse of that person; or 
(iv) Any spouse of any such child; or 
(v) Any nominee of thatjerson-

sh3.I1 be deemed to be hel by that person: 
(c) For the purposes of paragraph (a)(v), where any shares or 

voting rights of any company are owned or controlled 
by another company those shares or voting rights 
shall be deemed to be owned or controlled by the 
shareholders of that other company, and, where any 
shares or voting rights of that other company are 
owned or controlled by any further company, the 
shares or the voting rights of the first-mentioned 
company in this paragraph shall be deemed to be 
owned or controlled by the shareholders of that 
further company, and so on. 

(13) In this section-
"Shares", for the purposes of subsection (1)(b), includes 

any convertible note to which section FZ 2 (2) applies: 
"Specified company" means a company that makes a 

distribution of any of the kinds referred to in items d 
and e of the formula in the definition of "excess 
return amount" in subsection (14). 

(14) For the purposes of this subsection, and of paragraphs (b) 
to (f) of subsection (1), in relation to a share in a company at 
any relevant time,-

"Excess return amount" means the amount calculated by 
multiplying the excess (if any) of the total amount 
received by the shareholder upon the liquidation of 
the company in respect of the share over the 
available subscribed capital per share cancelled by the 
following fraction: 

where-

d+e 
f- g 
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d is the aggregate of capital gain amounts of the 
company available for distribution to 
shareholders at the time of the liquidation; 
and 

e is the total market value of capital assets of 
the company received by shareholders at the 
time of the liquidation, to the extent such 
total market value exceeds the aggregate of-

(i) The total cost to the company of such 
assets; and 

(ii) The total capital losses arising from the 
realisation of capital assets (other than 
realisations to which subsection (8) applies) 
incurred in the income year in whicn the 
capital assets were received by the 
shareholders, in any subsequent income year 
or in any preceding income year (being a 
preceding income year that is the 1994-95 or 
any later income year), not being losses 
already taken into account under subsection 
(10) in calculating capital gain amounts; and 

f is the aggregate of all amounts received by 
shareholders upon the liquidation; and 

g is the aggregate availabfe subscribed capital 
per share of all shares in the company at the 
time of the liquidation: 

"Fifteen percent capital reduction" means, in respect of 
any company and any pro rata cancellation (referred 
to in this definition as the "relevant cancellation"), 
the circumstance where the aggregate amount paid 
by the company on account of the relevant 
cancellation (or paid by the company at the same 
time on account of any other pro rata cancellation of 
shares other than non-participating redeemable 
shares) is equal to or greater than 150/0 of the market 
value of an shares (not being non-participating 
redeemable shares) in the company at the time the 
company first notified sharehofders of the proposed 
relevant cancellation (or, in any case where no 
advance notice was given, the time of the relevant 
cancellation): 

"Fifteen percent interest reduction" means, in respect of 
any company and any acquisition, redemption, or 
other cancellation (referred to in this definition as the 
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"relevant cancellation") by the company of any share 
of a shareholder in the company, the circumstance 
where, as a result of the relevant cancellation 
(together with any other acquisitions, redemptions, or 
other cancellations by the company of shares (other 
than non·participating redeemable shares) in the 
company occurring at the same time),-

(a) The aggregate direct voting interests in the 
company immediately after the relevant cancellation 
of the shareholder and all persons associated with the 
shareholder (not being persons associated with the 
shareholder merely by virtue of being relatives of the 
shareholder, unless a spouse or minor child of the 
shareholder or a trustee for such spouse or minor 
child) (the counted associates being referred to in this 
definition as the "relevant associates") do not exceed 
85% of the aggregate direct voting interests in the 
company of the shareholder and the relevant 
associates immediately before the relevant 
cancellation; and 

(b) In any case where at the time of the relevant 
cancellation a market value circumstance exists in 
respect of the company, the aggregate direct market 
value interests in tne company of the shareholder and 
the relevant associates immediately after the relevant 
cancellation do not exceed 85% of the aggregate 
direct market value interests of the shareholder and 
the relevant associates immediately before the 
relevant cancellation: 

"Fully credited" means, in respect of any dividend, that 
part of the dividend which is calculated by 
multiplying the dividend (exclusive of any imputation 
credit or dividend withholding payment credit 
attached to the dividend) by the lesser of 1 and the 
following fraction: 

h 
1 

where-
h is the aggregate of the combined imputation 

ratio and dividend withholding payment ratio 
of the dividend; and 

1 is the maximum imputation ratio specified in 
section ME 8 (1): 
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"Ineligible capital amoWlt" means, in any case where a 
company (referred to in this definition as the 
"acquiring company") issues shares for consideration 
received, directly or indirectly and whether by one or 
a series of transactions, in the form of shares in 
another company (referred to in this definition as the 
"acquired company"), the amount (if any) of the 
aggregate available subscribed capital per share of 
those shares in the acquired company wruch is equal 
to the lesser of-

(a) The aggregate available subscribed capital per 
share of those sliares in the acquired company which 
is attributable to shares (except to the extent those 
shares are a fully credited taxable bonus issue) issued 
in anticipation of the acquisition by the acquiring 
company of shares in the acquired company; and 

(b) The consideration (if any), provided or to be 
provided by the acquiring company in consideration 
for the acquisition of those sliares in the acguired 
coml?any, which is not in the form of shares ID the 
acqUIred company: 

"Non·participating redeemable share" means a share 
where-

(a) The share is issued, in accordance with the 
company's constitution, on terms whereby the share 
is required or permitted to be redeemed or repaid 
(inducting, in the case of a co·operative company, 
upon surrender to the company) before liquidation of 
die company; and 

(b) The share is either-
(i) A share of the type referred to in-

(A) Section 66 of the Companies Act 
1955; or 

(B) Section 68 of the Companies Act 
1993; or 

(C) Any equivalent provision of any 
company legislation of a COWltry or 
territory other than New Zealand; or 

(D) Section FC 1 or section FC 2 of this 
Act; or 

(E) Any Act of New Zealand relating to 
co·operative companies; or 

(ii) A unit in a unit trust which is not a widely
held trust; and 
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(c) Either-
(i) The share is a fixed rate share; or 

(ii) The only amount payable by the company in 
respect of the redemption, repayment 
(including upon surrender), or other 
cancellation of the share does not exceed 
the available subscribed capital per share; 
and 

(d) Except in any case where the company is 
established under any Act of New Zealand refating to 
co-operative companies, the holder of the share does 
not bave, in respect of that share, any shareholder 
decision-making rights except to the extent of any 
such right which-

(i) Arises only in circumstances where-
(A) The position of the holder of the 

share may be altered to the holder's 
detriment; or 

(B) The company defaults on its 
obligations under the terms of the share; 
and 

(ii) Is granted to the holder only for the purpose 
of assisting the holder to prevent the 
alteration or remedy the default; and 

(ill) At the time of issue of the share is not 
expected to arise: 

"Pro rata cancellation" means, in respect of any company 
and shares of the same class in the company, the 
acquisition, redemption, or other cancellation by the 
company of-

(a) All the shares of the class; or 
(b) Part only of the shares of the class where-

(i) The acguisition, redemption, or other 
cancellation does not alter the voting 
interest (or, in any case where at the time 
a market circumstance exists in respect of 
the company, market value interest) of 
any person in the company (determined as 
if the shares of that class were the only 
shares in the company); or 

(ii) The acquisition, redemption, or other 
cancellation occurs as a result (including 
by virtue of section 60 (2) of the 
Companies Act 1993 or any equivalent 
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provision of any company legislation of a 
country or territory other than New 
Zealand) of an offer by the company to all 
persons holding shares of the class to 
acquire, redeem, or otherwise cancel all or 
part only of each such person's shares of 
the class and, if each person were to 
accept the offer, the resultant acquisition, 
redemption, or other cancellation would 
not alter the voting interest (or, in any case 
where at the time a market value 
circumstance exists in respect of the 
company, market value interest) of any': 
person in the company (determined as if 
the shares of that class were the only 
shares in the company): 

"Ten percent capital reduction" means, in resEect of any 
company and any pro rata cancellation (referred to in 
this definition as the "relevant cancellation"), the 
circumstance where the aggregate amount paid by 
the company on account of the relevant cancellation 
(or paid by the company at the same time on account 
of any other pro rata cancellation of shares other 
than non-participating redeemable shares) is equal to 
or greater than 10% of the market value of all shares 
(not being non-participating redeemable shares) in the 
company at the time the company first notified 
shareholders of the proposed relevant cancellation 
(or, in any case where no advance notice was given, 
the time of the relevant cancellation): 

"Unlisted widely-held trust" means a widely-held trust the 
units or interests in which are not quoted, at the 
relevant time, on the official list of a recognised 
exchange: 

"Widely-held trust" means a unit trust or group 
investment fund which has, at the relevant time,

(a) Not less than 100 unit holders or investors 
(treating, for the pmposes of this definition, all 
persons associated with each other as one person); or 

(b) A lesser number of unit holders or investors 
where the Commissioner is satisfied that-

(i) The unit trust or group investment fund 
could reasonably be regarded as a widely
held investment vehicle for direct 
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investment by members of the public 
notwithstandi.llg a lesser number of unit 
holders or investors; or 

(ii) The existence of a lesser number of unit 
holders or investors is due to unusual or 
temporary circumstances, such as the 
recent establishment or forthcoming 
termination of the unit trust or group 
investment fund; or 

(ill) The unit trust or group investment fund 
could reasonably be regarded as a vehicle 
primarily for investment by unit trusts, 
group investment funds, or 
superannuation funds that are widely-held 
vehicles for direct investment. 

e£ 1976, No. 65, s. 4A; 1994, No. 76, s.5 

CF 4. Reduction of available subscribed capital of 
amalgamated company-Where, in the case of an 
amalgamation,-

(a) An amalgamated company is one of the amalgamating 
companies; and 

(b) Any shares in that amalgamating company held by 
another amalgamating company are cancelled on 
the amalgamation,-

then for the purposes of this Act in calculating the available 
subscribed capitcil of shares of the same class remaining on 
issue after the amalgamation, the amount of item c in the 
definition of "available subscribed capital" shall be increased by 
the amount calculated in accordance with the following 
formula: 

aXb 
where-

a is the number of shares cancelled; and 
b is the available subscribed capital per share of each such 

share immediately before the amalgamation. 

e£ 1976, No. 65, s. 191wn (4); 1994, No. 76, s. 29 

CF 5. Distributions to amalgamated company where 
amalgamating company ceases to exist on qualifying 
amalgamation-Where an amalgamating company ceases to 
exist on a qualifying amalgamation,-
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(a) The amalgamated company shall be deemed, for the 
purposes of this Act, not to derive a dividend from 
the amalgamating company by virtue of-

(i) Acquisition by the amalgamated company of 
any property of the amalgamating company; or 

(ii) Relief of the amalgamated company from any 
obligation owed to the amalgamating company; and 

(b) If the amalgamating company has capital ~ain amounts 
available for distribution at the tune of the 
amalgamation which are not distributed to 
shareholders (other than the amalgamated company) 
in the amalgamating company in the course of the 
amalgamation, then, for the purposes of this Act in 
calculating the excess return amount of shares in the 
amalgamated company, the amalgamated company 
shall be deemed to derive, at the time of the 
amalgamation, capital gain amounts equal to those 
capital gain amounts of the amalgamating company. 

e£ 1976, No. 65, s. 191WD (5); 1994, No. 76, s. 29 

CF 6. Amount of dividend includes credits, and certain 
foreign tax-(I) In Parts B, e, E, and F for the purposes of 
determining the amount of income derived by a person, but 
subject to section LB 1, the term "dividends" includes-

(a) The amount of any imputation credit attached to the 
dividends; and 

(b) The amount of any dividend withholding payment credit 
attached to the dividends. 

(2) For the purposes of this Act, where a taxpayer is 
entitled-

(a) Under the law for the time being in force in the United 
Kingdom to a tax credit in the United Kingdom in 
respect of a dividend paid by a company resident in 
the United Kingdom; or 

(b) Under a double tax agreement to a tax credit in a country 
or territory outside New Zealand in respect of a 
dividend paid by a company resident in that country 
or territory,- . 

the term "dividends" shall include any such tax credit to which 
the taxpayer is entitled in respect of any dividends. 

(3) Where a taxpayer gives a notice of election in accordance 
with section Le 6, the amount of foreign tax payable in respect 
of the dividend shall, in addition to the dividend, be included in 
the taxpayer's assessable income for the income year in which 
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the dividend was derived by the taxpayer, and the dividend 
shall, for the purposes of this Act, be deemed to be increased 
by the amount of the foreign tax. 

(4) Where a taxpayer gives a notice of election in accordance 
with section LC 6, and under section CF 7 an amount in respect 
of foreign tax deducted, or authorised to be deducted, from the 
dividend was included, or would, but for this subsection, be 
included in the taxpayer's assessable income for an income 
year other than the income year in which the dividend was 
derived by the taxpayer, that last-mentioned amount-

(a) Shall be deemed not to have been so included or shall not 
be so included, as the case may be; and 

(b) Shall be included in the taxpayer's assessable income for 
the income year in which the dividend was derived by 
the taxpayer,-

and the dividend shall, for the purposes of this Act, be deemed 
to be increased by that amount. 

(5) For the purpose of giving effect to subsection (3) or 
subsection (4), the Commissioner may at any time alter any 
assessment, notwithstanding the time bar. 

Cf. 1976, No. 65, ss. 4B, 302 (2)-(4) 

CF 7. Refunds of foreign tax on dividends derived 
&om other countries-( 1) Where-

(a) A dividend is or has been derived by a taxpayer in the 
income year or in any previous rear (whether before 
or after the commencement 0 this Act) from any 
country or territory outside New Zealand; and 

(b) Under the law of that country or territory the company 
paying the dividend has deducted or was authorised 
to deduct from the dividend any amount in respect of 
income tax which the taxpayer was not personally 
liable to pay; and 

(c) In the income year the taxpayer receives a Eayment or is 
allowed a credit of a sum in respect of the amount 
which the company deducted or was authorised to 
deduct,-

that sum shall be deemed to be a dividend derived by the 
taxpayer from the company in the income year. 

(2) In this section, "income tax", in respect of any country or 
territory outside New Zealand, means any tax which in the 
opinion of the Commissioner is substantially of the same nature 
as income tax under this Act. 

Cf. 1976, No. 65, s_ 100 
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CF 8. Election whether bonus issue taxable-Where a 
company proposes to make a bonus issue, other than a bonus 
issue in lieu,-

(a) The company may elect, by-
(i) Resolving, upon the making of the bonus 

issue,-
(A) That the bonus issue will be a taxable bonus 

issue; and 
(B) The amount (being greater than nil) which 

will be treated as a dividend in respect of 
the bonus issue; and 

(ii) Notifying the Commissioner of the election and 
the amount, under section 63 of the Tax 
Administration Act 1994,-

that the bonus issue will be a taxable bonus issue (in which 
case the bonus issue will be treated as a dividend under 
section CF 2 (1)(£)); and 
(b) If the company fails to make an election under 

paragraph (a) of this subsection, the bonus issue shall 
be deemed to be a non-taxable bonus issue. 

Cf. 1976) No. 65, s. 3; 1994, No. 76, s. 3 

SUBPART G-ATTRIBUTED FOREIGN INCOME 

CG l. Attributed foreign income and foreign 
investment fund income included in assessable 
income-Without in any way limiting the meaning of the 
term, the assessable income of any person shall for the 
purposes of this Act be deemed to include, save so far as 
express provision is made in this Act to the contrary,-

(a) All attributed foreign income: 
(b) All foreign investment fund income. 

Cf. 1976, No. 65, s. 65 (2)(ea), (eb) 

CG 2. Attributed . foreign income and foreign 
investment fund Income of consolidated group 
members-Subject to this section, the international tax rules 
shall apply, with any necessary modifications, in respect of a 
consolidated group as if the consolidated group were a single 
company, and the assessable income of the consolidated group 
shall be determined accordingly. 

Cf. 1976, No. 65, s. 191P (1) 

CG 8. Holding and acquisition of interests in foreign 
companies-For the purposes of the international tax rules,-
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(i) To hold anything which any nominee of that 
person holds on behalf of that person; and 

(ii) To be entided to acquire anything which any 
nominee of that person is entided to acquire on 
behalf of that person; and 

(ill) To exercise anything which any nominee of 
that person exercises on behalf of that person,
and the nominee shall be deemed not to hold, be 
entided to acquire, or exercise that thing: 

(b) A person shall be deemed to be entided to acquire 
anything which the person is entided to acquire (or of 
which the person is entided to require the 
cancellation or extinguishment, whether oy way of 
acquisition by the issuer or otherwise) absolutely or 
contingendy, and whether under the constitution of 
any company or by virtue of the exercise of any 
options or conversion of any convertible notes or by 
vutue of any arrangement whether of a substantially 
similar nature or otberwise: 

Provided that a person shall not be deemed to be 
entided to acquire anything where the rights or 
powers of that person in relation to that thing arise 
solely by virtue of that person being the holder of a 
security arrangement, which security arrangement 
has been acquired by that person in a transaction 
entered into on an arm's-length basis and the terms 
of which security arrangement are in accordance with 
generally accepted commercial practice: 

(c) In determining whether or not there exist any rights to 
distributions, interest payable on debentures to which 
section FC 1 or section FC 2 would apply shall be 
treated as a distribution of income: 

(d) Where any persons resident in New Zealand hold control 
interests or income interests in any foreign company 
~in this paragraph referred to as the 
'stapled company") which control interests or 

income interests mayor may ordinarily be disposed 
of only in conjunction with the disposal of interests in 
another company, such other company being either 
resident in New Zealand or a controlled foreign 
company, those control interests or income interests 
in the stapled company shall be deemed to be held by 
that other company and not by those persons: 
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(e) Subject to section GC 9, where, in relation to any foreign 
company and any measurement day,-

(i) Any person has a control interest or an income 
interest in that foreign company on that 
measurement day, that person shall be deemed to 
hold that same control interest or income interest in 
that foreign company at all times from but excluding 
the immediately preceding measurement day until 
and including that measurement day; and 

(ii) Any person does not hold a control interest or 
an income interest in that foreign company on that 
measurement day, that person shall be deemed not to 
hold any control interest or income interest in that 
foreign company at any time from but excluding the 
immediately preceding measurement day until and 
including that measurement day: 

Provided that any person who has an income 
interest or a control interest in that foreign company 
may elect, in the manner prescribed by the 
Commissioner, for the purposes of that person's 
liability to income tax in income years commencing 
with the income year during which the election is 
made, that this paragraph shall not apply for the 
purposes of calculating die person's income interests 
and control interests in the foreign company; and the 
election shall be irrevocable and shall apply to both 
income interests and control interests, and 
section GC 9 shall not apply to those income interests 
or control interests. 

Cr. 1976, No. 65, s. 245A (2) 

Controlled Foreign Entities 
CG 4. Calculation of control interest-(I) A foreign 

company: is a controlled foreign company for any accounting 
period of the company if-

(a) At any time during that accounting period, there is a 
group of 5 or fewer persons resident in New Zealand 
whose control interest (or the aggregate of whose 
control interests) in the company in anyone of the 
categories of control interest listed in subsection (4) is 
greater than 50%; or 

(b) At any time during that accounting period-
(i) A single person resident in New Zealand holds a 

control interest in the company equal to or greater 
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than 40% unless, at that time, another person who is 
neither resident in New Zealand nor associated with 
the New Zealand resident has a control interest in the 
company (of the same category) equal to or greater 
than the control interest of the single person resident 
in New Zealand; or 

(ii) There is a group of 5 or fewer persons resident 
in New Zealand who have the power to control the 
exercise of shareholder decision.making rights with 
respect to the company and so ensure that the affairs 
of the company are conducted in accordance with the 
wishes of that group. 

(2) Subject to sections CG 3 (e) and GC 9, the control interest 
of any person resident in New Zealand at any time in any 
foreign company in each of the categories of control interest 
listed in subsection (4) shall be calculated by aggregating at that 
time, with respect to that category,-

(a) Any direct control interest held by that person in that 
foreign company; and 

(b) Any direct control interest or interests held in that foreign 
company by persons associated with that person, 
whether those associated persons are resident ill New 
Zealand or not; and 

(c) Any indirect control interest or interests held by that 
person in that foreign company; and 

(d) Any indirect control interest or interests held in that 
foreign company by persons associated with that 
person, whether those associated persons are resident 
ill New Zealand or not. 

(3) Notwithstanding anything in section OD 8 (3), for the 
purposes of subsection (2) a person resident in New Zealand 
who does not hold at any time any direct or indirect control 
interests in a foreign company, and any non-resident relative of 
that person, are not associated persons. 

(4) A person shall at any time hold direct control interests in 
a foreign company equal to each percentage of the following 
thin~s which that person at that time holds or is entided to 
acqwre: 

(a) The percentage of the total shares (measured by reference 
to the aggregate of their available subscribed capital 
per share) of the foreign company: 

(b) The percentage of the total rights to vote or participate in 
any decision-making concerning-
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(i) The distributions to be made by the foreign 
company (not being decision-making undertaken by 
directors acting only in their capacity as directors); or 

(ii) The constitution of the foreign company; or 
(iii) Any variation in the capital of the foreign 

company; or 
(iv) The appointment or election of directors of the 

forei~ company,-
and, if the percentage of the total rights to vote or 
participate aiffers as between the differing types of 
decisions, whichever percentage is the highest: 

(c) The percentage of the income of the foreign company for 
the accounting period in which that time falls that the 
person would De entitled to receive or to have dealt 
with in that person's interest or on that person's 
behalf, if that mcome were distributed on the last day 
of that accounting period and the entitlement of that 
person to receive income or have income dealt with 
were the same at all other times during that 
accounting period: 

(d) The percentage of the value of the net assets of the 
fOreign company (or the proceeds of the disposition 
of those assets) at that time which the person would 
be entitled to receive or to have dealt with in that 
person's interest or on that person's behalf in the 
event of distribution of all the assets of the company 
at that time (whether on its liquidation or otherwise). 

(5) The indirect control interests held in a foreign company at 
any time by any person shall be calculated as follows: 

(a) Where any controlled foreign company (referred to in this 
section as the "first tier controlled foreign company") 
has at that time qualified control interests in another 
foreign company (referred to in this section as the 
"underlying foreign company") in any of the 
categories of control interest listed in subsection (4), 
those qualified control interests shall be deemed to be 
held at that time,-

(i) If there is only one group of persons resident in 
New Zealand whose control interest (or the aggregate 
of whose control interests) or power to control, under 
paragraph (a) or paragraph (b) of subsection (I), 
results m the first tier controlled foreign company 
being a controlled foreign company at that time, by 
that group; and 
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(ii) If there is more than one such group of persons, 
by the group of persons which is smallest in number; 
and 

(iii) If there is more than one such group each being 
equal in number, by the group whose control interest 
(or the aggregate of whose control interests) in that 
first tier controlled foreign company is highest; and 

(iv) If there is more than one such group each being 
equal in number and each having an equal control 
interest (or equal control interests in aggregate) in the 
first tier controlled foreign company, the qualified 
control interests shall be allocated in full to each of 
the groups: 

Provided that in determining at any time in 
relation to any group of 5 or fewer persons resident in 
New Zealand whether the control interest (or the 
aggregate of the control interests) of that group in a 
foreign company in anyone of the categones of 
control interest listed in subsection (4) is greater than 
50%, where the application of this subparagraph 
would result in any direct control interest (or any part 
of it) being counted more than once in relation to that 
group, that direct control interest (or that part of that 
control interest) shall be counted only once,-
and, if in anyone or more of such groups there is 
more than one person, held by the persons in each 
such group pro rata to those persons' respective 
income interests in the first tier controlled foreign 
company: 

(b) Where any underlying foreign company is at that time a 
controlled foreign company and that underlying 
foreign company has at that time qualified control 
interests in another foreign company, paragraph (a) 
shall then be applied on the basIS of the underlying 
foreign company being the first tier controlled 
foreign company mentioned in that paragraph, and 
so on. down any chain of controlled foreign 
comparues. 

(6) For the purposes of subsection (5), the <}ualified control 
interests at any time of a first tier controlled foreign company 
in an underlying foreign company shall comprise-

(a) Any direct control interests held at that time by the first 
tier controlled foreign company in that underlying 
foreign company; and 
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(b) Any direct control interests held at that time by persons 
associated with the first tier controlled foreign 
company in that underlying foreign company. 

(7) For the purposes of this section, in determining at any 
time in relation to any group of 5 or fewer persons resident in 
New Zealand whether the control interest (or the aggregate of 
the control interests) of that group in a foreign company in any 
one of the categories of control interest listed in subsectlon (4) is 
greater than 50%, where the application of subsection (2) would 
result in any direct control interest (or any part of it) or any 
indirect control interest (or any part of it) bemg counted more 
than once in relation to that group, that direct control interest 
or indirect control interest, or that part of the direct control 
interest or indirect control interest, shall be counted only once. 

(8) For the purposes of this section in determining at any 
time in relation to any group of 5 or fewer persons resident in 
New Zealand whether the control interest (or the aggregate of 
the control interests) of that group in a foreign company in any 
one of the categories of control interest listed in subsection (4) lS 

greater than 50%, where and to the extent to which by virtue of 
any person holding any of the things listed in subsection (4) and 
any other person being entitled to acguire that thing, that thing 
would be counted more than once m relation to that group, 
that thing shall be counted only once. 

C£ 1976, No. 65, s. 245c; 1994, No. 76, ss. 44, 77 

CC 5. Calculation of income interest-( 1) Subject to 
sections CG 3 (e) and GC 9, the income interest of any person 
at any time in any controlled foreign company shall be 
calculated by aggregating at that time-

(a) Any direct income interest held by that person in that 
controlled foreign company; and 

(b) Any indirect income interest or interests held by that 
person in that controlled foreign company. 

(2) A person shall at any time have a direct income interest in 
a controlled foreign company equal to the highest percentage 
of the following things which that person holds at that time: 

(a) The percentage of the total shares (measured by reference 
to the aggregate of their available subscribed capital 
per share) of the foreign company: 

(b) The percenta~e of the total rights to vote or participate in 
any decislon-making concerning-

(i) The distributions to be made by that controlled 
foreign company (not being decision-making 
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undertaken by directors acting only in their capacity 
as directors); or 

(ii) The constitution of that controlled foreign 
company; or 

(ill) Any variation in the capital of the controlled 
foreign company; or 

(iv) The appointment or election of directors of the 
controlled foreign company,-
and, if the percentage of the total rights to vote or 
participate aiffers as between the differing types of 
decision.making, whichever percentage is the highest: 

(c) The percentage of the income of the controlled foreign 
company for the accounting period in which that 
time falls which the person would be entided to 
receive or to have dealt with in that person's interest 
or on that person's behalf if that income were 
distributed on the last day of that accounting period 
and the entidement of the person to receive income 
or have income dealt with were the same at all other 
times during that accounting period: 

(d) The percentage of the value of the net assets of the 
controlled foreign company (or the proceeds of the 
disp?sition of those assets) which the person would be 
entided to receive or to have dealt with in that 
person's interest or on that person's behalf in the 
event of distribution of all the assets of the controlled 
foreign company at that time (whether on its 
liquidation or otherwise). 

(3) Where alerson has at any time a direct income interest 
in a controlle foreign company and that controlled foreign 
company (referred to in this subsection as the "first tier 
controlled foreign company") has at that time a direct income 
interest in another foreign company which is at that time a 
controlled foreign company (referred to in this subsection as 
the "underlying controlled foreign company"), the person shall 
have at that time an indirect income interest in the underlying 
controlled foreign company calculated by multiplying the 
income interest of the person in the first tier controlled foreign 
company by the income interest of the first tier controlled 
foreign company in the underlying controlled foreign company, 
and where there are at that time 2 or more controlled foreign 
companies interposed between the person and the underlying 
controlled foreign company the indirect income interest or 
interests of the person in the underlying controlled foreign 
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company shall be calculated by multif>lying the direct income 
interests of each interposed controlled foreign company in each 
chain of controlled foreign companies in like manner. 

(4) Where, at any time in relation to any controlled foreign 
company, the income interest of a person resident in New 
Zealand (referred to in this subsection as the "taxpayer") in 
that controlled foreign company would be greater if any person 
(whether the taxpayer or another person and referred to in this 
subsection as the "option holder") were deemed to hold any of 
the percentage of the things listed in paragraphs (a) to (d) of 
subsection (2), which the option holder was entitled to acquire 
but did not hold at that time and which at that time was held 
either by a person neither resident in New Zealand nor a 
controlled foreign company or by a person resident in New 
Zealand but whose income interest in the controlled foreign 
company for the accounting period during which that time falls 
is not an income interest of 10% or greater, and-

(a) Having regard to the economic or financial gain the 
taxpayer derives as a result of the controlled foreign 
company deriving income in the accounting period 
during which that time falls, the effect of the option 
holder being at that time entitled to acquire but not 
holding that percentage of that thing is to defeat in 
relation to the taxpayer the intent and application of 
the international tax rules; or 

(b) The consideration in money or money's worth payable by 
the option holder in order to exercise the option 
holder's entitlement to acquire that percentage of 
that thing is less than the market value of that 
percentage of that thing on any date upon which the 
option holder may exercise that entitlement; or 

(c) The option holder or any person associated with the 
option holder directly or indirectly and whether by 
one or by a series of transactions has provided 
financial assistance (whether by means of a loan, 
guarantee, the provision of security, or otherwise) to 
the holder of that percentage of that thin~ for the 
purpose of or in connection with the acqUISition or 
holding of that percentage of that thing,-

for the purposes of calculating the income interest of the 
taxpayer in the controlled foreign company at that time, the 
option holder shall be deemed at that time to hold that 
percentage of that thing. 
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(5) Subject to section CC 3 (e), where the income interest of 
any person in any controlled foreign company varies during 
any accounting period of the controlled foreign company, the 
income interest of that person in respect of that controlled 
foreign company for that accounting period shall be calculated 
by aggregating the amounts calculated, in respect of that 
accounting period and in respect of any period falling within 
that accounting period during which the income interest of the 
person has remained unvaried, in accordance with the 
following formula: 

where-

a X b 
c 

a is the income interest (expressed as a percentage) of 
the person in the foreign company for that penod; 
and 

b is the number of days from but excluding the first 
day of that period (being a day not earlier than the 
last day of the preceding accounting period) to and 
including the last day of that period (being a day not 
later than the last day of that accounting period); and 

c is the number of days in that accounting period. 
(6) Subject to section CC 3 (e), where at any time any person 

holding an income interest in a controlled foreign company 
becomes or ceases to be resident in New Zealand, for the 
pureoses of calculating any attributed forei~ income or 
attnbuted foreign loss or attributed repatrianon or foreign 
investment fund income or foreign investment fund loss of that 
person, that person shall not be treated as holding that income 
mterest on any day on which that person was not resident in 
New Zealand. 

(7) For the purposes of this section, a person shall be 
deemed-

(a) To hold, in proportion to that person's interest in a 
partnership, any thing held oy any partnership of 
which that person is a partner: 

(b) To be entitled to acquire, in proportion to that person's 
interest in a partnership, any thing entitlea to be 
acquired by any partnership of which that person is a 
partner: 
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(c) To exercise, in proportion to that person's interest in a 
partnership, any thing which may be exercised by 
any partnership of which that person is a partner. 

C£ 1976, No. 65, ss. 245A (3), 245D; 1994, No. 76, s.45 

CC 6. Persons not required to calculate attributed 
foreign income and loss-( 1) No person shall calculate 
attributed foreign income or attributed foreign loss under 
section CC 7 in respect of an income interest in a foreign 
company for any accounting period where-

(a) That person is at all times in that accounting period not 
resident in New Zealand; or 

(b) That income interest for that accounting period is not an 
income interest of 10% or greater. 

(2) For the purposes of this Act, in determining whether the 
income interest of any person in a controlled foreign company 
for any accounting period is an income interest of 10% or 
greater (but not for any other purpose), that person shall be 
deemed to hold all the income interests for that accounting 
period which any lersons (not being controlled foreign 
companies) associate with that person hold. 

C£ 1976, No. 65, s. 245F 

CC 7. Attribution of income and losses using branch 
equivalent method-( 1) Subject to section CC 6, the 
attributed foreign income or attributed foreign loss of any 
person for any income year in respect of any income interest in 
a controlled foreign company shall include such amount as is 
calculated under this section in respect of that interest for any 
accounting period the last day in wruch falls within the income 
year of that person. 

(2) Subject to this section and section CC 9, the attributed 
foreign income or attributed foreign loss of any person in 
respect of any income interest in a controlled foreign company 
shcill be calculated in relation to any accounting period in 
accordance with the following formula: 

aXb 
where-

a is the income interest (expressed as a percentage) of 
the person in the controlled foreign company for that 
accounting period; and 
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b is the branch equivalent income or loss of the 
controlled foreign company calculated in relation to 
that person under sectIon CC 11 for that accounting 
period. 

(3) Notwithstanding the preceding provisions of this section, 
where and to the extent to which in relation to any controlled 
foreign company and any accounting period of that controlled 
foreign company-

(a) Any person has an attributed foreign loss and that person 
sUffers no, or substantially no, economic or fniancial 
loss, due to any factor or factors, including any right 
of the person or any other person to sell any thing, or 
any right of any other person to require that person 
or any other person to sell any thing; or 

(b) Any person would, before the application of this 
subsection, have an attributed foreign loss in excess 
of the economic or financial loss suffered by the 
person due to any factor including the nature of the 
things taken into account in calculating the person's 
income interest under section CC 5,-

for the purposes of this Act, the attributed foreign loss of the 
person with respect to the controlled foreign company and the 
accounting periOd shall be deemed to be equal to the economic 
or financial loss (if any). 

(4) Where under section CC 11 (24) any taxable distribution 
is not taken into account in calculating the branch equivalent 
income or loss of a controlled foreign company in relation to 
the calculation of the attributed foreign income or attributed 
foreign loss of any person-

(a) The attributed foreign income of that person in respect of 
that taxable distribution shall be separately calculated 
in accordance with the following formula: 

axb 

where-
a is the income interest (expressed as a 

percentage) of the person in the controlled 
foreign company for the accounting period 
of the controlled foreign company auring 
which the taxable distribution was received; 
and 

b is the taxable distribution; and 
(b) The person shall be liable for income tax on the amount 

calculated under paragraph (a) at the rate which 
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would apply by virtue of section IllI 3 (4) if the 
person liad received the taxable distribution as a 
beneficiary of the trust from which the taxable 
distribution was made. 

(5) Where under section CC 11 (25) any foreign investment 
fund income or foreign investment fund loss is not taken into 
account in calculating the branch equivalent income or loss of a 
controlled foreign company in relatlon to the calculation of the 
attributed foreign income or attributed foreign loss of any 
person,-

(a) The foreign investment fund income or foreign 
investment fund loss shall be attributed to the person 
in accordance with the following formula: 

aXb 

where-
a is the income interest (expressed as a 

percentage) of the person in the controlled 
foreign company for the accounting period 
of the controlled foreign company auring 
which the foreign investment fund income 
was derived or the foreign investment fund 
loss was incurred; and 

b is the forei~ investment fund income or 
the foreign IDvestment fund loss; and 

(b) The amount attributed to the person under paragraph (a) 
shall be deemed to be foreign investment fund 
income derived or foreign investment fund loss 
incurred by the person, and the FIF rules shall apply 
accordingly. 

(6) Where under section CC 5 (6) any person is treated as not 
holding an income interest on any day on which that person 
was not resident in New Zealand, the attributed foreign income 
or attributed foreign loss of that person calculated under 
subsection (2) shall be deemed to be derived by the person 
when resident in New Zealand. 

C£ 1976, No. 65, s. 245G; 1994, No. 76, s. 78 

CG 8. Calculation and attribution of controlled foreign 
company repatriation-(I) Where any person has an income 
interest of 10% or ~eater ID a controllea foreign company for 
any accounting penod, the person shall have an amount (being 
not less than rill) of attributed repatriation with respect to the 
income interest in the controlled foreign company for the 
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accounting period calculated in accordance with the following 
fonnula: 

axb 
where-

a is the income interest (expressed as a percentage) of 
the person in the controlled foreign company for the 
accounting period; and 

b is the amount of specified repatriations of the 
controlled foreign company for the accounting 
period, calculated under subsection (2). 

(2) The amount of specified repatriations of a controlled 
foreIgn company for an accounting period shall be the amount 
(being not less than nil) equal to the lesser of-

(a) The amount of unrepatriated income of the controlled 
foreign company for the accounting period, 
calculated under subsection (11); and 

(b) The amount calculated in accordance with the following 
fonnula: 

a-b 
where-

a is the amount of investment in New Zealand 
property of the controlled foreign company, 
calculated under the succeeding subsections of 
this section, at the end of the accounting 
period; and 

b is the amount of investment in New Zealand 
property of the controlled foreign company, 
calculated under the succeeding subsections of 
this section, at the end of the immediately 
preceding accounting period. 

(3) Subject to the succeeding provisions of this section, the 
amount of investment in New Zealand property of a controlled 
foreign company at any time shall be the aggregate at the time 
of-

(a) Tangible property situated in New Zealand, measured at 
cost; and 

(b) Shares or options over shares in companies which are at 
that time-

(i) Resident in New Zealand; and 
(ii) Associated with the controlled foreign 

company,-
measured at cost; and 
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(c) The balances outstanding (being in aggregate not less than 
nil) of financial arrangements of which the controlled 
foreign company is the holder and the issuer is any 
person resident m New Zealand and associated at the 
time with the controlled foreign company, measured 
under subsection (8),-

held at the time by the controlled foreign company. 
(4) Where-
(a) A controlled foreign company (referred to in this 

subsection as the "first controlled foreign company") 
disposes of any property to another controlled foreIgn 
company (referred to in this subsection as the 
"second controlled foreign company"); and 

(b) At the time of dis'position of the property by the first 
controlled foreIgn company to the second controlled 
foreign company, the 2 controlled foreign companies 
are associated persons; and 

(c) The property was held by the first controlled foreign 
company at the end of its accounting period 
immediately preceding the accounting period in 
which tbe transfer takes place,-

any person may elect, by preparing accordingly the person's 
return of income, that the attributed repatriation (if any) of the 
person with respect to the accounting period of each controlled 
foreign company in which the disposition takes place, shall be 
calculated as if the disposition had taken place at the end of the 
immediately precedirig accounting period for the relevant 
controlled foreign company. 

(5 ) For the purposes of this section, where a controlled 
foreIgn company has acquired any property from a person who 
is associated (at the time of acquisitlon) with the controlled 
foreign company for a cost which is less than the market value 
of the property at the time, the cost to the controlled foreign 
company of acquiring the property shall be deemed to be equal 
to the market value at the time. 

(6) For the purposes of this section with respect to the 
attributed repatriation of any person, the cost at any time of 
any tangible property situated in New Zealand held by any 
controlled foreign company-

(a) Shall include, with respect to any item of propert)': other 
than trading stock of the controlled foreign 
company,-

(i) The original purchase price of the property; and 
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(ii) Any expenditure incurred before that time by 
the controlled foreign company in purchasing or 
improving the property; and 

(ill) Any expenditure incurred before that time in 
securing or improving the legal rights of the 
controlled foreign company in relation to the 
property,-
being in each case expenditure in respect of which no 
deduction would have been allowed under this Act 
(other than a deduction in respect of the depreciation 
of the property) had the controlled foreign company 
been a New Zealand resident; and 

(b) In the case of the cost of any item of property, shall be 
reduced (to an amount not less than. nil) by an 
amount equal to the balance outstanding at the time 
of any loan secured over the property of which the 
lender is a person not associated at the time with the 
controlled foreign company, to the extent to which 
the balance is attributable to amounts expended on 
acquisition or improvement of the property (being, in 
any case where the property is other than trading 
stock of the controlled foreign company, amounts in 
respect of which no deduction would have been 
allowed under this Act other than a deduction in 
respect of the depreciation of the property, had the 
controlled foreign company been a New Zealand 
resident) or to die refirumcing of such a balance; and 

(c) Shall not include any amount with respect to the cost of 
any item of property that is-

(i) Q.ualified transitory property; or 
(ii) Property which is acquired and used by the 

controlled foreign company in the course of 
continuing or expanding a substantial business 
carried on immediately before the time of acquisition 
by the controlled foreign company, not being a 
business-

(A) Of the same nature as a business also carried 
on immediately before the time of 
acquisition in New Zealand by any person 
(otlier than a company in whlcb the 
controlled forei~ company immediately 
before the time of acqwsition holds shares 
the cost of which to tlie controlled foreign 
company is a cost to which subsection 



1870 
s.CC8 

Income Tax 1994, No. 164 

(7)(a) applies) resident in New Zealand and 
associated immediately before the time of 
acquisition with the controlled foreign 
company; or 

(B) Entered into or carried on solely or 
substantially for the purpose of defeating 
the intent and application of this section. 

(7) For the purposes of this section with respect to the 
attributed repatriation of any person, the cost at any time of 
any shares or options over shares in companies acquired and 
held by any controlled foreign company shall-

(a) Not include the cost of any shares or options over shares 
in a company (in this subsection referred to as the 
"subsidiary") where, after the acquisition and at the 
end of the relevant accounting period,-

(i) The controlled foreign companr and the 
subsidiary are a wholly·owned group 0 companies; 
and 

(ii) The subsidiary carries on a business of the same 
nature as a substantial business (referred to in this 
subsection as the "specified business") carried on 
before the date of acquisition by the controlled 
foreign company; and 

(iii) The controlled foreign company (or another 
controlled foreign company associated at the relevant 
times with the controlled foreign company) has a 
significant involvement in the management of the 
business carried on by the subsidiary; and 

(iv) Neither the business carried on by the 
subsidiary nor the specified business carried on by the 
controlled foreign company is a business-

(A) Of the same nature as a business carried on 
in New Zealand by any company (other 
than a company in which the controlled 
foreign company at that time holds shares 
the cost of which to the controlled foreign 
company is a cost to which this subsection 
applies) resident in New Zealand and 
associated with the controlled foreign 
company; or 

(B) Entered into or carried on solely or 
substantially for the purpose of defeating 
the intent and application of this section; 
and 
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(b) In any case where the shares or options are denominated 
in a currency other than New Zealand currency, be 
calculated by applying the rate of exchange between 
that currency and New Zealand currency applicable 
upon the date upon which the shares or options were 
acquired. 

(8) For the purposes of subsection (3)(c), with respect to any': 
controlled foreign company and the attributed repatriation of 
any person,-

(a) The outstanding balance at any time of any': financial 
arrangement of which the controlled foreign 
company is the holder or issuer shall be the amount 
due to (in any case where the controlled foreign 
company is the holder) or by (in any case where the 
controlled foreign company is the issuer) the 
controlled foreign company at the time, whether or 
not payable at that time, under the financial 
arrangement, calculated by-

(i) Applying a method able to be used, under 
sections CG 11 and EH 1, for calculating with respect 
to that person the branch equivalent income or loss of 
the controlled foreign company; and 

(ii) Applying, in any case where the amount due is 
in a currency other than New Zealand currency, the 
rate of exchange between that currency and New 
Zealand dollars applicable upon the date upon which 
the financial arrangement was issued; and 

(b) In calculating the net outstanding balance at any time of 
any financial arrangement of which the controlled 
foreign company is the holder and an associated 
person is the issuer, all financial arrangements of 
which one of the 2 persons is the holder and the other 
is the issuer shall be treated as if a single financial 
arrangement, with outstanding balances aggregated 
and netted off; and 

(c) No account shall be taken of any financial arrangement 
where the financial arrangement, at the time of its 
issue, is reasonably expected to and does in fact 
mature within 365 days of the day upon which it is 
issued, and, for the purposes of this paragraph,-

(i) Where in the opinion of the Commissioner 2 or 
more consecutive or successive financial 
arrangements ought, having regard to the tenor of 
this section, fairly to be regarded as a single financial 
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arrangement, those financial arrangements shall be 
regarded as a single financial arrangement; and 

(ii) Any amount accruing (including interest and 
discount on issue) in respect of a financial 
arrangement shall be treated as a new financial 
arrangement issued at the date of accrual and, where 
any payment on account of such accrued amounts of 
interest is made by the issuer, for the purposes of 
determining whether such a new financial 
arrangement has matured within 365 days of issue, 
accrued amounts of interest shall be treated as being 
paid in the order in which they accrued; and 

(d) A temporary reduction or increase in the outstanding 
baIance, at the end of an accounting period of the 
controlled foreign company, of any financial 
arrangement which has a purpose or effect of 
defeating the intent and application of this section 
shall be disregarded. 

(9) Where and to the extent that-
(a) A controlled foreign company has, before 8 p.m. New 

Zealand Standard Time on 2 July 1992, entered into a 
loan (not being a loan whicb IS an arrangement to 
which section GC 8 (a) to (c) applies); and 

(b) The loan has enabled another person to make a loan to a 
person resident in New Zealand and associated with 
the controlled foreign company; and 

(c) During any accounting period of the controlled foreign 
company-

(i) The associated person repays the intermediary; 
and 

(ii) The intermediary repays the controlled foreign 
company; and 

(iii) The controlled foreign company uses the 
proceeds of repayment to make a loan to the 
associated person,-

the loan referred to in paragraph (c)(iii) shall be deemed, for the 
purposes of this section with respect to specified repatriations 
for that accounting period, to have been made by the 
controlled foreign company at the end of the immediately 
preceding accounting period. 

(10) Where-
(a) A controlled foreign company disposes of any property to 

a person who is, at tne time of disposition, associated 
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with the controlled foreign company and not resident 
in New Zealand; and 

(b) For the purposes of this section, the controlled foreign 
company neither owned nor was deemed to own the 
property at the end of its accounting period 
munediately preceding the accountingleriixl of the 
controlled foreign company (referre to in this 
subsection as the "relevant accounting period") in 
which the disposition takes place; and 

(c) The associated person has an accounting period which 
ends on a later date than the date upon which the 
relevant accounting period ends; and 

(d) The associated person holds the property at the end of 
the relevant accounting period; and 

(e) The associated person does not hold the property on the 
last day of the person's own accounting period in 
which the disposltion takes place,-

for the purposes of thiS section with respect to the calculation 
of the specified repatriations of the controlled foreign 
company, the controned foreign company shall be deemed to 
hold the property at the end of the relevant accounting period. 

(11) The unrepatriated income of a controlled foreign 
company for an accounting period shall be the amount (being 
not less than nil) calculate<! in accordance with the following 
formula: 

a-b-c 
where-

a is the aggregate shareholders' funds of the controlled 
foreign company at the end of the accounting period, 
measured under generally accepted accounting 
principles of New Zealand; and 

b is the available subscribed capital of the controlled 
foreign company at the end of the accounting period, 
not being available subscribed capital resulting 
from-

(a) Bonus issues by the controlled foreign company, 
except to the extent to which those Donus 
issues were dividends derived by a person 
resident in New Zealand; or 

(b) Reinvestment, directly or indirectly, of 
distributions made by the controlled foreign 
company after 2 July 1992, except to the 
extent to which those distributions resulted 
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in dividends derived by a person resident in 
New Zealand; and 

c is the aggregate of specified repatriations of the 
controlled foreign company for accounting periods 
(preceding the accounting period in question) ending 
after 2 July 1992, reduced in accordance with any 
amended assessments made by the Commissioner 
under section CF 2 (17). 

(12) Where a controlled foreign company acquires any 
property (including the accrual of any amount in respect of a 
financial arrangement) during an accounting period under a 
binding contract (including the relevant finandaI arrangement 
and an option granted to some other person) entered into 
before 8 p.m. New Zealand Standard Time on 2 July 1992, and 
not as a result of the exercise of an option, forbearance of a 
debt, entry into or amendment of an agreement, or other 
voluntary action taken by the company after that time, the 
company shall be deemed, for the p~ses of this section with 
respect to the calculation of speCified repatriations for that 
accounting period, to have held the property at the end of the 
immediately preceding accounting periOd. 

(13) Notwithstanding the time at which any person 
commences or ceases to be resident in New Zealand, any 
attributed repatriation of that person shall be deemed, for the 
purposes of sections BB 3 and NH 1, to be derived while that 
person is resident in New Zealand. 

(14) In this section-
"Qualified transitory property" means, at any time with 

respect to any controlled foreign company, and 
~uJjject to subsection (10), tangible property which 
lS-

(a) Disposed of by the controlled foreign company 
(other than merely to a person resident outside New 
Zealand associated at the time with the controlled 
foreign comrany) by the later of 364 days after the 
date of acqUISition and 9 months after the end of the 
accounting period of the controlled foreign company 
in which the acquisition occurred; or 

(b) Situated in New Zealand for less than 365 days 
in total: 

"Tangible property" includes real property. 
C£ 1976, No. 65, s. 245GA; 1994, No. 76, s. 47 
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CC 9. Cases where aggregate income interests greater 
than 100%-Where, before the application of this section, the 
aggregate income interests used to calculate attributed foreign 
income or attributed forei~ loss under section CC 7 (2) and to 
calculate attributed repatnation under section CC 8 of persons 
resident in New Zealand with respect to any controlled foreign 
company for any accounting period would exceed 100%, for 
the purposes of calculating th.e attributed foreign income or 
attributed foreign loss or attributed repatriation of each person 
in respect of that person's income interest in the controlled 
foreign company and that accounting period, the income 
interest of tliat person shall be that percentage calculated in 
accordance with the following formula: 

b X 100 

where-
a is the income interest of that person calculated before 

applying this section; and 
b is the aggregate of the income interests calculated 

before applying this section of all those persons 
resident in New Zealand required to calculate 
attributed foreign income or attributed foreign loss 
under section CC 7 (2) and to calculate attributed 
repatriation under section CC 8. 

CE 1976, No. 65, s. 245H 

CC 10. Change of controlled foreign company's 
accounting date-( 1) Any person may elect, with the 
approval of the Commissioner, to determine whether a foreign 
company is a controlled foreign company and to calculate the 
attributed foreign income or loss and attributed repatriation in 
respect of income interests held in that foreign company on the 
basis of an accounting year of the controlled foreign companr, 
(referred to in this section as the "new accounting year') 
different from that previously used (referred to in this section as 
the "old accounting year") and, if the election is approved, an 
accounting period in relation to that controlled foreign 
company shall be deemed to commence on the day 
immediately succeeding the last day of the preceding old 
accounting year and to end with the last day of the new 
accounting year, and the preceding old accounting year shall be 
deemed to have ended: 
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Provided that if the new accounting year ends on a date later 
than that previously used, and attributed foreign income or a 
dividend within the meaning of section CF 2 (16) is derived by 
any person in relation to that foreign company and that 
accounting period, for the purpose only of sectIOn CC 7 (1), in 
determining in which income year the attributed foreign 
income is derived, and of section CF 2 (16), in determining in 
which income year the dividend is derived, the accounting 
period in which the change has occurred shall be deemed to 
end on the date on which the old accounting year would have 
ended had not the change occurred. 

(2) Without limiting the factors to which the Commissioner 
may have regard, the Commissioner may, in determining 
whether to approve an election made under subsection (1), 
have regard to-

(a) Whether the election results from a change in ownership 
of the foreign company: 

(b) Whether the election results from the requirements of the 
taxation or other law of any country or territory in 
which the foreign company is resident or carries on 
business: 

(c) Whether the election results from the requirement to 
have consistency in the accounting year balance dates 
of a group of companies: 

(d) Whether the election, if approved, would result, in any 
income year, in a postponement of liability to income 
tax on attributed foreign income, or to income t<F, or 
dividend withholding payment on a dividend within 
the meaning of sectIon CF 2 (16) for any person 
holding an income interest of 10% or greater in the 
controlled foreign company. 

C£ 1976, No. 65, s. 2451 

CC 11. Branch equivalent income calculation-(I) For 
the purposes of the international tax rules, the branch 
equivaIent income or loss of any controlled foreign company 
for any accounting period, in relation to the calculation of the 
attributed foreign mcome or attributed foreign loss of any 
person, shall be that amount as is equal to the assessable 
mcome or loss which would be calculated in accordance with 
the provisions of this Act (applied in accordance with the 
succeeding subsections of this section) in relation to that foreign 
company were that foreign company at all times in that 
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accounting period a company resident in New Zealand subject 
to those provisions of this Act (as so applied). 

(2) For the purposes of this section but not for any other 
purpose, the provisions of this Act shall apply subject to the 
succeeding subsections of this section. 

(3) The income or loss of the controlled foreign company for 
that period shall be calculated in the currency in which it 
prepares its financial accounts, or, if it does not prepare such 
accounts, in the currency of the country or territory in which 
the foreign company is resident, and converted into New 
Zealand currency at the average of the close of trading spot 
exchange rates for the 15th of each complete month falling 
within that period: 

Provided that the person in relation to whom the calculation 
of the attributed foreign income or attributed foreign loss is 
being made may elect to calculate such income or loss in New 
Zealand currency for that period in which case the preceding 
provisions of this subsection shall not apply. 

(4) The cost for the purposes of this Act at the beginning of 
that period of premises, plant, machinery, equipment, and 
trading stock shall be-

(a) Where the person in relation to whom the calculation of 
the attributed foreign income or attributed foreign 
loss is being made has any attributed foreign income 
or attributed foreign loss in respect of the period 
immediately preceding that period in respect of an 
income interest in that controlled foreign company, 
the value at the end of that immediately preceding 
period of the premises, plant, machinery, equipment, 
or trading stock used for the purposes of calculating 
that attributed foreign income or attributed foreign 
loss in respect of that immediately preceding period; 
or 

(b) Where the person in relation to whom the calculation of 
the attributed foreign income or attributed foreign 
loss is being made did not have any attributed foreign 
income or attributed foreign loss in respect of the 
period immediately preceding that period in respect 
of any income interest in that controlled foreign 
company, at the option of the person either-

(i) The historical cost of the asset less accumulated 
depreciation (if any), or other value used by the 
foreign company as the commencement value in 
respect of that period for the purposes of income tax 
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calculations in the country in which that foreign 
company is resident (being a value not higher than 
the market value of the asset at the beginning of that 
period); or 

(ii) The value which would be used for the purposes 
of this Act at the beginning of that period calculated 
as if the controlled foreign company had at all times 
been resident in New Zealand and subject to the 
provisions of this Act. 

(5) The acquisition price for the purposes of this Act of any 
financial arrangement at the begmning of that period shall 
be,-

(a) Where the person in relation to whom the calculation of 
the attributed foreign income or attributed foreign 
loss is being made has any attributed foreign income 
or attributed foreign loss in respect of the period 
immediately preceding that period in respect of an 
income interest in that controlled foreign company, 
the value at the end of that immediate1y preceding 
period of the financial arrangement used for the 
purposes of calculating that attributed foreign income 
or attributed foreign loss in respect of that 
immediately preceding period; or 

(b) Where the person in relation to whom the calculation of 
the attributed foreign income or attributed foreign 
loss is being made did not have any attributed foreign 
income or attributed foreign loss in respect of the 
period immediately precedfug that period in respect 
of an income interest in that controlled foreign 
company, at the option of the person either-

(i) The market value of the financial arrangement; 
or 

(ii) The adjusted base price, being, in the case of 
the ISsuer of a financial arrangement, the acquisition 
price of that financial arrangement together with all 
accrued expenditure incurred by tlie issuer less 
consideration paid by the issuer m relation to that 
financial arrangement for periods prior to that 
period, and, in the case of the holder of a financial 
arrangement, the acquisition price of that financial 
arrangement together with all accrued income 
derived by the holder less consideration received by 
the holder in respect of that financial arrangement 
for periods prior to that period. 
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(b) The international tax. rules, except for this section and the 
FIF rules: 

(c) Sections CB 2 (1) (b), CB 4 (1) (j), CG 1, DO 3, OZ 2, OZ 5, 
DZ 6, EH 9 (e), El 1 to El 17, GC 3, IG 2, and IG 3. 

(7) For the purposes of the following provisions, any business 
carried on by the controlled foreign company shall be assumed 
to be carried on in New Zealand: 

(a) Sections CE 2 and CJ 3 to CJ 7; and 
(b) Sections DL 1, DL 2, OM 1 to OM 10 (except DM 7), 

DO 4, and DO 5; and 
(c) Section IH 3; and 
(d) The definitions contained in Part OB specifically 

applicable for the purposes of those sections. 
(8) Where it appears to the Commissioner that the branch 

equivalent income of any controlled foreign company in 
relation to any person is less than might be expected, or the 
branch equivalent loss is greater than might be expected, by 
virtue 01 any transaction between the controlled foreign 
company and any person associated with the controlled foreign 
company, section GC 1 shall apply with any necessary 
modifications in determining the branch equivalent income or 
branch equivalent loss of the controlled foreign company; and 
for the purposes of this subsection a person and a controlled 
foreign company shall be treated as associated if they would be 
treated as so associated by virtue of any of the provisions of 
section OD 7 or section OD 8. 

(9) Sections CB 11 and CZ 5 shall not apply and all dividends 
(not being attributed repatriation) derivea by the controlled 
foreign company shall be assessable income: 

Provided that dividends shall be exempt if derived-
(a) In any accounting period from shares held by that 

controlled foreign company in another controlled 
foreign company, where the person in relation to 
whom the calculation of the attributed foreign 
income or attributed foreign loss is being made has 
for an accounting period of that other controlled 
foreign company that ends on a date falling in the 
same income year of the person as the accounting 
period first mentioned or falling in the income year 
rrnmediately preceding that income year, an income 
interest of 10% or greater in that other controlled 
foreign company; and 
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(b) From shares which are an interest of the controlled 
foreign company in a foreign investment fund. 

(10) For the purposes of section CE 1 (1)(b)(i), where any 
money advanced is borrowed by a controlled foreign company, 
that money advanced shall be assumed to be used in relatIOn to 
a business carried on in New Zealand by the borrower. 

(11) Sections CD 1, CK 1, and GD 9 shall not apply to treat 
any profits or gains as income if those profits or gains would 
not be treated as income but for the nature of activities 
undertaken by persons associated with the controlled foreign 
company where those persons are resident outside New 
Zealand. 

( 12) For the purposes of section EN 4 (1), references to the 
Crown shall be assumed to include the Government of any 
country or territory other than New Zealand. 

(13) For the purposes of section EG 19, where in relation to 
any asset any allowance for depreciation has been deducted 
when calculating (for the purposes of determining the 
attributed foreign income or attributed foreign loss of any 
person) the branch equivalent income or loss of the controlled 
foreign company for any period, the controlled foreign 
company shcill be assumed to have been allowed by the 
Commissioner a deduction in respect of that allowance for 
depreciation and the cost of the asset less such allowances in 
pnor periods shall be assumed to be the amount to which the 
value of the asset has been reduced by such deductions. 

(14) For the purposes of section ED 4, references to output 
tax, input tax, or goods and services tax payable shall include, 
respectively, with respect to any value added or other tax 
having, in a country or territory other than New Zealand, 
similar intent and application to goods and services tax charged 
under section 8 (1) of the Goods and Services Tax Act 1985-

(a) Such value added or other tax charged by the person in 
respect of a supply of goods or services; ana 

(b) Such value added or other tax charged by any other 
person in respect of a supply of goods or services 
made to thelerson; and 

(c) Such value adde or other tax payable to or by, as the 
case may be, the revenue authorities of that country 
or territory. 

(15) For the purposes of section DC 1, reference to the 
Executive Government of New Zealand shall include the 
Government of any country or territory other than New 
Zealand, and, to the extent to which section DC 1 as amended 
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does not aEply to payments of subsidies or grants made to the 
controlled foreign company by the Government of any country 
other than New Zealand or by any instrument or department of 
that Government, those payments of subsidies or grants shall 
be assessable income. 

(16) The controlled forei~ company shall be assumed not to 
be entided to carry forward, under sections lE 1 and IF 1, to 
the acc:ountin~ period losses in respect of any previous 
accountmg penod. 

(17) The controlled foreign company shall not make any 
notices of election or payments under section IG 2 (2). 

(18) Where a controlled foreign company-
(a) Has derived a gain from transferring to any other person 

the ability to utilise any losses of that controlled 
foreign company for income tax purposes, that gain 
shall be assessable income of the controlled foreign 
company; or 

(b) Has made a payment to any other person resident in the 
same country or territory as the controlled foreign 
company in consideration for the transfer from the 
other person to the controlled foreign company of the 
ability to utilise any losses of the other person for 
income tax purposes, and that payment is deductible 
under the taxation law of the country or territory in 
which the controlled foreign company is resident, the 
payment shall be deductible in calculating the 
assessable income of the controlled foreign company. 

(19) In calculating the branch equivalent income or loss of a 
controlled foreign company-

(a) That carries on the business of providing life insurance; or 
(b) In which any shares (being shares the holding of which 

must be taken into account under section CG 4 in 
order to calculate the income interest in the 
controlled foreign company of the person in relation 
to whom the calculatIon of the attributed foreign 
income or attributed foreign loss is being made) are in 
the relevant accounting period held, direcdy or 
indirecdy, by a forei~ comJ?,any (referred to in this 
subsection as the 'parent) that carries on the 
business of providing life insurance,-

the life insurance rules shall not apply and the assessable 
income or loss of the controlled foreign company shall instead 
be such amount as is actuarially determined to be profit or loss 
of the controlled foreign company which the shareholders (and 

G-7 
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not policyholders in the company or in the parent, as the case 
may be) are attributed with, except where die Commissioner-

(c) Considers that the amount determined is not a reasonable 
and fair reflection of the relevant profit or loss; or 

(d) Has requested and not received sufficient information to 
enable the Commissioner to review the actuarial 
calculation of the amount. 

(20) Section CZ 6 shall apply as if the words "the country or 
territory in which the controlled foreign company is resident" 
were substituted for the term "New Zealand" wherever it 
appears in section CZ 6 and in paragraphs (e), (f), (g), (h), (1), and 
(n) of section OE 4 (1). 

(21) Sections DN 1 to DN 5, IB 2, IB 3, IH 4, and IH 5 shall 
apply, with any necessary modifications, where the controlled 
foreign company carries on activities outside New Zealand of 
substantially the same nature as the activities governed by 
those sections. 

(22) Sections CJ 3 to CJ 7, DM 1 to DM 10 (except DM 7), 
and IH 1 of this Act and sections 65 and 91 of the Tax 
Administration Act 1994 shall apply, with any necess~ 
modifications, including those required by section DM 9 of this 
Act, where a controlled foreign company carries on petroleum 
mining activities outside New Zealana of substantially the same 
nature as petroleum mining activities governed by those 
sections. 

(23) No leases entered into by the controlled foreign 
company before the first day of any accounting period in 
relatIon to which that company was a controlled foreign 
comeany (being a day falling on or after 1 April 1988) shall be 
specified leases, except where the specified lease or leases are 
entered into between that company and any other controlled 
foreign company or person resident in New Zealand. 

(24) Where the controlled forei~ company has received a 
taxable distribution to which sectIon HH 3 (4) would apply if 
that controlled foreign company were a taxpayer, the taxable 
distribution shall not be taken into account in calculating the 
branch equivalent income or loss of the controlled foreign 
company and section CC 7 (4) shall apply with respect to such 
taxable distribution. 

(25) Where the controlled foreign company would, if it were 
resident in New Zealand, have an interest in a foreign 
investment fund,-

(a) No foreign investment fund income or foreign investment 
fund loss shall be taken into account in calculating the 

C-7* 
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branch equivalent income or loss of the controlled 
foreign company; and 

(b) The person in relation to whom the calculation of the 
attributed foreign income or attributed foreign loss is 
being made for the relevant accounting period shall 
be responsible for choosing, under the FIF rules, the 
calculation method for calculating the foreign 
investment fund income or foreign investment fwid 
loss of the controlled foreign company with respect to 
the interest as if the person were the agent of the 
controlled foreign company; and 

(c) Section CC 7 (5) shall apply with respect to that foreign 
investment fund income or foreIgn investment fwid 
loss (except to the extent to which the foreign 
investment fund income or loss of the controlled 
foreign company is excluded, as being an entitlement 
of policyholders, under subsection (19)). 

C£ 1976, No. 65, s.245J 

CC 12. Changes of residence of controlled foreign 
companies-( 1) Where a company that is not a forei~ 
company becomes a foreign company, an accounting period of 
that foreign company shall be deemed to commence on the 
day upon which tbe company became a foreign company and 
the former accounting period shall be deemed to end on the 
day preceding the day upon which the company became a 
foreign company. 

(2) Where a foreign company ceases to be a foreign company 
and becomes or continues to be resident in New Zealand, an 
accounting period of that foreign company shall be deemed to 
commence on the day upon which the company ceased to be a 
foreign company and the former accountmg period shall be 
deemed to end on the day preceding the day upon which the 
company ceased to be a foreign company. 

(3) Where, by virtue of subsection (1) or subsection (2), any 
person holdin~ an income interest of 10% or greater in a 
controlled foreIgn company is required to calculate the branch 
equivalent income or loss of a controlled foreign company on 
the basis of an accounting period that is shorter than the 
otherwise applicable accounting period of the controlled 
foreign company, that branch equivalent income or loss shall 
be deemed to be, at the option of the person,-

(a) The amount calculated in accordance .with the following 
formula: 
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a is the branch equivalent income or loss 
calculated in relation to that controlled foreign 
company and that otherwise applicaDle 
accountmg period, determined without regard 
being had to subsection (1) or subsection (2); 
and 

b is the number of days in the accounting 
period; and 

c IS the number of days in that otherwise 
applicable accounting period; or 

(b) The branch equivalent income or loss calculated in 
relation to that controlled foreign company for that 
accounting period. 

Cf. 1976, No. 65, s. 2450 

CG 18. Controlled foreign companies in certain 
countries-( 1) Notwithstanding any provision of the 
international tax rules, no person shall have any attributed 
foreign income or attributed foreign loss in respect of an 
income interest in a controlled forei~ company and any 
accounting period where that controlled foreign company at all 
times in that accounting period is resident in a country or 
territory specified in Part A of Schedule 3, and that controlled 
foreign company has for the purposes of income tax in that 
country or territory calculated its income liable to income tax 
without applying any features of the taxation law of that 
country or territory specified in Part B of Schedule 3: 

Provided that-
(a) Notwithstanding section OE 2, a controlled foreign 

company shall not be treated as being resident in a 
country or territory specified in Part A of Schedule 3 
unless that controlled foreign company is liable to 
income tax in that country or territory by reason of 
domicile, residence, place of incorporation or place of 
management in that country or territory; and 

(b) Nothing in this subsection shall prevent foreign 
investment fund income or foreign investment fuiid 
loss being attributed to a person under section 
CG 7 (5). 

(2) Where any person in any income year has an income 
interest in a controlled foreign company to which subsection (1) 
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would apply were it not for that controlled foreign company 
applying, when calculating its income for the purposes of 
income tax in that country or territory specified in Part A of 
Schedule 3, anyone or more of those features of the taxation 
law of that country or territory specified in Part B of Schedule 
3, section CC 7 (2) shall apply as if item b were the net income 
or loss of the controlled foreign company for that accounting 
period calculated in accordance with the taxation law of the 
country in which the controlled foreign company is resident 
(and excluding any allowance in that taxation law for carry 
forward of prior year tax losses) but adjusted to the figure that 
would have been arrived at had no benefit been derived from 
any such feature of the taxation law and converted into New 
Zealand currency at the average of the close of trading spot 
exchange rates for the 15th of each complete month falling 
within tbat period. 

Cf. 1976, No. 65, s. 245p 

Foreign Investment Funds 
CC 14. Interpretation-(I) For the purposes of the FIF 

rules in determining at any time the expenditure incurred by 
any person in acquiring, or cost to any person of acquiring, any 
property held by that person-

(a) In circumstances where specific identification of the 
expenditure incurred on or cost of the property is not 
possible, due to multiple acquisitions, dispositions, or 
both by the person, the first·m-first-out (FIFO) method 
of cost flow identification shall be applied; and 

(b) To the extent to which the person has acquired the 
r.roperty (referred to in this paragraph as the 
'derivative property") by a share split, non-taxable 

bonus issue, or siinilar event (referred to in this 
paragraph as the "share split") in respect of other 
r.roperty (referred to in this paragraph as the 
'onginal property") then held by the person, which 

share split does not constitute assessable income to 
the person,-

(i) Subject to subparagraph (ii), the expenditure 
incurred on, or cost of, die original property shall be 
deemed to constitute expenditure incurred on 
acquisition of, or cost of, both the original property 
and the derivative property or (in any case where the 
original property ceases to exist on the share split) 
solely the derivative property, and no longer to 
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constitute solely expenditure incurred on, or cost of, 
the original property,-

(A) As if the person had acquired the derivative 
property at the time of acquiring the 
original property; and 

(B) On the basis of a fair allocation determined 
by reference to the relative market values 
of each item of the original property and 
of the derivative property, or (in any case 
where the original property ceases to exist 
on the share split) of each item of the 
derivative property alone, immediately 
after the share split; and 

(ii) For the p~oses of determining the amount of 
item d of the formula in section CC 18 (in respect of 
the comparative value method) and of paragraph (ii) 
of item a of the formula in section CC 19 (1) (in 
respect of the deemed rate of return method) for the 
income year in which the share split occurs, the 
person shall be deemed not to have incurred any 
expenditure in acquiring the derivative property by 
virtue of the share split, whether under subparagraph 
(i) of this paragraph or otherwise; and 

(c) Where expenditure or cost is incurred in kind and not in 
money, the amount of the expenditure or cost shall 
be equal to the market value of the expenditure or 
cost incurred in kind, measured as at the time 
incurred; and 

(d) Where the property is an entitlement of the person to 
benefit from a policy of life insurance upon human 
life to which section CC 15 (l}(c) applies, the 
expenditure or cost incurred sh31l not include 
premiums incurred in periods prior to the period 
during which the time Talls to the extent to which 
such premiums relate only to term life insurance 
attributable to that earlier period and do not result in 
an increase in the surrender value of the policy; and 

(e) Such expenditure or cost shall not include interest 
payable, in respect of money borrowed to acquire the 
property, or other holding costs in respect of the 
property incurred after the acquisition. 

(2) For the purposes of the FIF rules, where any gain is 
derived in kind and not in money, the amount of the gain shall 
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be equal to the market value of the gain derived in kind, 
measured as at the time derived. 

(3) For the pwp>ses of the FIF rules, the extent to which at 
any time (referrea to in this subsection as the "relevant time") 
an entitlement of a natural person to benefit, as a beneficiary 
or member, from a foreign superannuation scheme IS 

attributable to services performed when the person was not 
resident in New zealarid shall be the lesser of 1 and the 
following fraction: 

a 
b 

where-
a is the market value of the entitlement on the d~~n 

which the person first became a New Ze d 
resident, adjusted to the extent fair and reasonable to 
allow for the rate of earnings (or loss) of the fund 
from that day until the relevant time; and 

b is the market value of the entitlement at the relevant 
time. 

(4) Except where the context otherwise requires, references 
in the FIF rules to any interest of a person in a fund, or other 
foreign entity, at any time, include all interests held by that 
person in that fund or entity at that time. 

Cf. 1976, No. 65, s. 245R; 1994, No. 76, s. 80 

CC 15. What constitutes an interest in a foreign 
investment fund-( 1) Subject to this section, the following 
kinds of interest of a person in a foreign entity shall be treated 
for the purposes of this Act as an interest in a foreign 
investment fund: 

(a) Rights held by the person in relation to the foreign entity 
(not being interests of a kind referred to in 
paragraphS (b) and (c)) where, if the entity were a 
controlled foreign company, the rights of the person 
would be treated under section CC 5 as a direct 
income interest in the entity: 

(b) Any entitlement of the person to benefit, as a beneficiary 
or member, where the foreign entity is a foreign 
superannuation scheme: 

(c) Any entitlement of the person to benefit from a policy of 
life insurance upon human life of which the foreign 
entity is the insurer (not being a policy of life 
insurance offered or entered into in New Zealand in 
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respect of which policy the foreign entity is subject to 
the provisions of sections CM 15 to CM 1 7, DK 3, II 1, 
and II 2). 

(2) An interest held by a person in a foreign entity at any 
time during an income year shall not be treated as an interest 
in a foreign investment fund-

(a) Durin~ any period within the income year which falls 
Within an accounting period for which the foreign 
entity is a controlled foreign company in relation to 
which the person has an income interest of 10% or 
greater; or 

(b) In the case of an interest of a kind specified in 
subsection (l){a), if, at all times in the income year at 
which the interest is held by the person and the 
person is resident in New Zealand, the foreign 
entity-

(i) Would, if it were a foreign company subject to 
section OE 2(2) to (5), be treated under that section as 
being resident in a country or territory specified in 
Part A of Schedule 3; and 

(ii) Is liable to income tax in that country or 
territory, by reason of domicile, residence, place of 
incorporation, or place of management; and 

(iii) Is not a foreign entity, or a member of a class of 
foreign entities, specified ID Part B of Schedule 4; or 

(c) If, at the time, the interest is an interest in an 
employment-related foreign superannuation scheme; 
or 

(d) If the person is a natural person and at no time during the 
income year at which the person is resident in New 
Zealand does the aggregate cost or expenditure 
incurred by or on behalf of the person in acquiring all 
interests held at the time by the person in any foreign 
entities, being interests that but for this paragraph 
would be treated as interests in a foreign investment 
fund, exceed $20,000; or 

(e) If and to the extent that-
(i) The person is a natural person; and 
(ii) The interest was acquired by the person-

(A) Before 8 p.m. New Zealand Standard Time 
on 2 July 1992; or 

(B) Before the person first became a resident of 
New Zealand; or 
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(f) If-

(C) Before certain exchange controls were 
imposed by a country or territory other 
than New Zealand, which controls apply 
with respect to the person and the interest; 
and 

(ill) The exchange controls prevent the person 
from-

(A) Deriving any profit or gain in respect to the 
interest in; or 

(B) Disposing of the interest for,-
New ZealaDd currency or consideration readily 
convertible into New Zealand currency; or 

(i) The person is a natural person; and 
(ii) The interest is of a kind s{>ecified in 

paragraph (b) or paragraph (c) of subsection (1); and 
(ill) The person held an interest in the fund 

(whether or not the interest in question) before the 
person first became a resident of New Zealand; and 

(iv) The time falls before the first day of the 4th 
income year succeeding the income year in which the 
person first became a resident of New Zealand. 

C£ 1976, No. 65, s. 245RA 

CC 16. Calculation of foreign investment fund income 
or loss-( 1) Where any person has in any period an interest in 
a fund, the foreign investment fund mcome or foreign 
investment fund loss of that person in relation to that interest 
in that period shall be the amount determined by using. subject 
to section CG 17, with respect to the period,-

(a) The accounting profits method; or 
(b) The branch equivalent method; or 
(c) The comparative value method; or 
(d) The deemed rate of return method. 
(2) Where a person calculates the foreign investment fund 

income or loss of the person with respect to an interest in a 
fund held at any time m an accounting period of the fund by 
applying the accounting profits method or branch equivalent 
method with respect to die accounting period of the fund, the 
foreign investment fund income or foss of the person so 
calculated shall be treated as being derived or incurred by the 
person in the income year of the person in which the last day of 
the accounting period falls. 
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(3) Where and to the extent to which any person calculates 
the fund income or loss of the person with respect to an 
interest in a foreign investment fUnd held at any time in an 
income year by applying the comparative value method or the 
deemed rate of return method, the foreign investment fund 
income or loss of the person shall be treated as being derived or 
incurred by the person in the income year. 

(4) Subject to the provisions of section CG 5, for calculating 
the mcome interest of a person, no person shall be treated as 
deriving or incurring any foreign investment fund income or 
loss with respect to an mterest in a fund to the extent held 
while the person is not resident in New Zealand. 

(5) Notwithstanding the fact that a person may be treated as 
deriving or incurring foreign investment fund income or loss in 
circumstances where the person has ceased to be or 
commenced being resident in New Zealand, the income shall be 
deemed to be derived or loss shall be deemed to be incurred 
while the person was resident in New Zealand. 

(6) Notwithstanding any other provision of this Act, where a 
person calculates the foreign investment fund income or loss of 
th~ person with respect to an interest in a fund in any period 
usmg-

(a) The comparative value method; or 
(b) The deemed rate of return method,-

then, except to the extent to which section CG 22 applies with 
respect to the person and the interest, the person shall-

(c) Not be treated as deriving any dividend or assessable 
income (other than foreign investment fund income) 
from that interest for the period; and 

(d) Not be allowed any deduction in calculating the assessable 
income of the person with respect to any expenditure 
or loss (other than foreign investment fund loss) 
incurred as part or all of the cost of acquiring the 
whole or any part of the interest in the period; and 

(e) Not treat the interest as trading stock in the period,
under or for the purposes of any provision of this Act; but 
nothing in this subsection shall prevent a person from claiming, 
under section LC 1, a credit, against income tax payable in 
New Zealand in respect of foreign investment fund income in 
respect of the interest and the period, for the tax paid in 
respect of any gain derived in respect of the interest in the 
period, being a gain that would have been income of the person 
but for this subsection. 
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(7) Notwithstanding any other provision of this Act, a person 
shall not be treated as deriving any foreign investment fund 
income for any period where and to the extent to which the 
income arises solely as a result of the receipt by the person of 
any death benefit under a policy of life insurance wliere-

(a) The person (or the policyholder in respect of whose death 
the benefit is payable) had entered into a binding 
contract giving rise to the benefit-

(i) Before 2 July 1992; or 
(ii) Before first becoming resident in New Zealand; 

or 
(iii) Before becoming resident in New Zealand 

following a period of not less than 10 years during 
which th~&~son (or policyholder) was not resident in 
New Ze d, where the binding contract was 
entered into during that period of non·residence; and 

(b) The benefit did not increase as a result of any voluntary 
action taken on or after 2 July 1992 or, as the case 
may be, taken after so becoming resident in New 
Zealand. 

(8) A person may elect, with the approval of the 
CommisSIOner, to calculate the person's foreign investment 
fund income or loss with respect to an interest in a fund under 
the accounting profits method or the branch equivalent method 
on the basis of an accountinp' year (referred to in this section as 
the "new accounting year') of the fund different from that 
previously used (referred to in this section as the "old 
accounting year") and, if the election is approved, an 
accounting period of the fund shall be deemed to commence 
on the day immediately succeeding the last day of the 
preceding old accounting year and to end with the last day of 
the succeeding new accounting year. 

(9) If-
(a) A person changes, under subsection (8), the accounting 

year of a foreign investment fund used to calculate 
foreign investment fund income or loss of the person 
under the accounting profits method or branch 
equivalent method; and 

(b) By virtue of the change, an accounting period of the fund 
exceeds 12 months and ends in an income year of the 
person later than the income year (referred to in this 
subsection as the "income year of change") in which 
the accounting period would have ended had the 
change not occurred; and 
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(C) The person has foreign investment fund income with 
respect to the fund and the accounting period,

then, notwithstanding subsection (2), the foreign investment 
fund income shall be divided by the number of whole days in 
the accounting period and the resultant amount shall be 
deemed to be derived by the person on each whole day during 
the accounting period. 

(10) Without limiting the factors to which the Commissioner 
may have regard, the Commissioner may, in determining 
whether to approve an election made under subsection (8), 
have regard to-

(a) Whether the election results from a change in ownership 
of the fund company: 

(b) Whether the election results from the requirements of the 
taxation or other law of any country or territory in 
which the fund is resident or carries on business: 

(c) Whether the election, if approved, would result, in any 
income year, in a postponement of liability to income 
tax on foreign investment fund income for the person 
electing. 

(11) Subject to subsection (12), but notwithstanding any other 
provision of this Act, for the purpose of calculating a person's 
foreign investment fund income or loss,-

(a) Where a person calculates the person's foreign investment 
fund income or loss in respect of an interest in a fund 
and an accounting penod under the accounting 
profits method, the net after·tax accounting profits or 
losses of the fund for the accounting period shall be 
calculated in the currency in which the fund prepares 
the fund's financial accounts, or, if the fund does not 
prepare such accounts, in the currency of the country 
or territory in which the fund is resident, and shall 
then be converted into New Zealand currency at the 
average of the close of trading spot exchange rates 
for the 15th of each complete month falling within 
the accounting period; and 

(b) Where a person calculates the person's foreign investment 
fund income or loss in respect of an interest in a fund 
in an income year under the comparative value 
method or deemed rate of return method, any gain 
or expenditure or loss of the person with respect to 
the interest derived or incurred by the person in the 
income year in a currency other than New Zealand 
currency shall be converted into New Zealand 
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currency at the average of the close of trading spot 
exchange rates for the 15th of each complete month 
falling within the income year. 

(12) Where a person so elects, by furnishing accordingly the 
person's return of income, subsectIon (11) shall not apply, with 
respect to the interest and relevant accounting period or 
income year, in relation to that person. 

e£ 1976, No. 65, s. 245RB; 1994, No. 76, s. 81 

CG 17. Use of alternative methods-(I) Subject to this 
section, a person may elect, by: furnishing accordingly the 
person's return of income, whether to calculate the foreign 
Investment fund income or loss of the person in respect of an 
interest in a fund in any period by using the accountmg profits 
method, the branch equivalent method, the comparative value 
method, or the deemed rate of return method. 

(2) Notwithstanding any other provision of this section, 
where a person has in any period 2 or more interests in the 
same funa, the person must use the same calculation method 
to calculate foreign investment fund income or loss with 
respect to each such interest in that period, except to the 
extent to which-

(a) The interests are of differing classes; and 
(b) Use of the same method for all classes is prevented by any 

provision of this section,-
in which case methods may: differ, to the extent necessary, as 
between classes but not within a class. 

(3) Notwithstanding any other provision of this section, no 
person may use the deemed rate of return method with respect 
to an interest in a fund in any income year except to the extent 
to which-

(a) It is not reasonably practicable for the person either,-
(i) In any case where the person still holds the 

interest at the end of the income year, to ascertain 
the market value of the interest at the end of the 
income year; or 

(ii) With respect to an accounting period, the whole 
or part of which falls in the income year, to use the 
accounting profits method in respect of the interest; 
or 

(b) The person is a natural person and at no time during the 
income year does tile aggregate of-
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(i) The book value, at the end of the previous 
income year, of interests in funds held by the 
person,-

(A) If the person used for the rrevious income 
year the deemed rate 0 return method 
with respect to all interests in funds; and 

(B) To the extent to which the person held such 
interests at the end of the previous income 
year; and 

(ii) The market value of interests in funds held by 
the person, to the extent not valued at book value 
under subparagraph (i)-
exceed $100,000; or 

(c) The person is required under subsection (7) to use the 
deemed rate of return method; or 

(d) The person is required under subsection (8) to continue to 
use the deemed rate of return method. 

(4) Notwithstanding any other provision of this section, no 
person may use the accounting profits method or the branch 
equivalent method to calculate die person's foreign investment 
fund income or loss with respect to an interest in a fund unless 
the fund is a company. 

(5) Notwithstanding any other provision of this section, no 
person may use the branch equivalent method to calculate the 
person's foreign investment fund income or loss with respect to 
an interest in a fund in an accounting period unless the person 
can provide to the Commissioner, if requested, sufficient 
information to allow the Commissioner to verify the 
calculations required by sections CC 11 and CC 21. 

(6) Subject to subsection (4), but notwithstanding any other 
provision of this section, a person may use the accounting 
profits method to calculate the person's foreign investment 
fund income or loss with respect to an interest in a fund in an 
accounting period only where-

(a) At all times during the accounting period at which the 
fund was in existence, interests in the fund of a type 
similar to the interest of the person were-

(i) Q.uoted on the official list of a recognised 
exchange; or 

(ii) Offered widely by or on behalf of the fund to 
the public in one or more countries or territories for 
subscription or purchase; and 

(b) The net after-tax accounting profits or losses of the fund 
for the accounting period are calculated under 



1994, No. 164 Income Tax 1895 
s. CG 17 

generally accepted accounting principles (or an 
equivalent standard for the reporting of net profits in 
a consistent and non-distorting manner) of the 
country in which the fund is resident; and 

(c) The net after-tax accounting profits or losses are detailed 
in financial statements-

(i) Sent or made available to shareholders in the 
fund; and 

(iil Readily available to interested members of the 
pubfic; and 

(ill) Audited by a chartered accountant (or 
accountant of equivalent professional standard in the 
country in whidi the fund is resident); and 

(iv) In respect of which such an accountant has 
given a standard audit opinion, without qualifications, 
to the effect that the fiflancial statements represent 
the income and financial position of the fund to the 
degree of validity normally required in the country in 
which the fund is resident; and 

(d) The net after-tax accounting profits or losses are 
calculated, in any case where the fund has one or 
more subsidiaries, on a consolidated basis: 

(e) The net after-tax accounting profits or losses include any 
extraordinary items; and 

(f) The person has no reason to believe that the net after-tax 
accounting profits or losses do not fairly represent the 
net after-tax profits or losses of the fi.tild for the 
accounting period; and 

(g) The fund is not a foreign entity, or a member of a class of 
foreign entities, specified III Part C of Schedule 4; and 

(h) The Commissioner has not concluded that the net after
tax accounting profits or losses do not fairly represent 
the net .after-ta:' profits or losses of the fund for the 
accountmg penod. 

(7) Where a person holding an interest in a fund in any 
period-

(a) Is not required, under this section, to use a particular 
calcuIation method with respect to the interest and 
the period; and 

(b) Does not elect under this section which calculation 
method to use with respect to the interest and the 
period,-
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the person shall be deemed to have elected, and to be using, to 
calcUlate the person's foreign investment fund income or loss of 
the person WIth respect to the interest and the period,-

(c) The accounting profits method; or 
(d) If subsection (6) prevents use of the accounting profits 

method or it is otherwise not practicable to use the 
accounting profits method, the comparative value 
method or, if it is not practicable to use the 
comparative value method, the deemed rate of return 
metnod. 

(8) Where any person uses a particular calculation method 
(referred to in this subsection as the "first method") to calculate 
the person's foreign investment fimd income or loss with 
respect to an interest in a fimd in any period, the person must 
use the same calculation method to calculate the person's 
foreign investment fund income or loss with respect to mterests 
in the same fund in the immediately succeeding period, except 
where and to the extent to which-

(a) It is no longer reasonably practicable for the person to use 
the first method because,-

(i) In any case where the first method is the 
accounting profits method, subsection (6) prevents 
use of the accounting profits method in the 
immediately succeeding penod or it is not possible to 
obtain information sufficient to use the accounting 
profits method in the immediately succeeding period; 
or 

(ii) In any case where the first method is the branch 
equivalent method, subsection (5) prevents use of the 
branch equivalent method in the immediately 
succeeding period or it is not possible to obtain 
information sufficient to use the branch equivalent 
method in the immediately succeeding periOd; or 

(ill) In any case where the first method is the 
comparative value method, it is not possible to 
ascertain the end.of.year market value of the interest 
with respect to the immediately succeeding period; or 

(b) In any case where the first method is the deemed rate of 
return method and the person was either permitted 
to use the method only under subsection (3)(b) or 
required to use it under subsection (7), subsection 
(3)(b) ceases to apply to the person or subsection (7) 
ceases to apply to deem the person to have elected to 
have used that method; or 
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(C) The person is permitted, under the following provisions of 
this section, to change the calculation method, and 
wishes to change the calculation method;-

and in any such case the person shall elect, in accordance with 
the applicable requirements contained in this section, which 
calculation method then to use. 

(9) A person may elect to change the method of calculating 
the person's foreIgn investment fund income or loss witli 
respect to an interest in a fund only where-

(a) Notice is given to the Commissioner-
(i) In such form as the Commissioner may allow; 

and 
(ii) Specifying the reasons for the change; and 
(iii) Before the end of the income year or 

accounting period of the fund at which the change is 
to take effect, unless the Commissioner permits a 
different period of notice; and 

(b) The person-
(i) Is changing to the branch equivalent method 

and, except wnere subsection (10) applies, has not 
previously elected to change to the branch equivalent 
method with respect to any interest in the fund; or 

(ii) Is changing from the branch equivalent method 
and,-

(A) Except where subsection (10) applies, has not 
previously elected to chari~e from the 
branch equivalent method With respect to 
any interest in the fund; and 

(B) Is changing back to a calculation method 
used by the ~erson with respect to 
interests in the fund immediately before 
using the branch equivalent method; or 

(iii) Is a natural person-
(A) The aggregate market value of whose 

interests in funds does not exceed 
$100,000 at the end of the income year or, 
as the case may be, accounting period of 
the fimd preceding the income year or 
accounting period at the end of which the 
change takes effect; and 

(B) Who gave the notice to the Commissioner 
referred to in paragraph (a) not later than 
the end of the income year or, as the case 
may be, accounting period of the fund 
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immediately preceding the income year or 
accounting period at the end of which the 
change takes effect. 

(10) The Commissioner may permit a person to change the 
method of calculation of the person's foreign investment fund 
income or loss with respect to interests in a fund to or from the 
branch equivalent method on more than one occasion where 
the Commissioner considers that-

(a) The subsequent change has been preceded by a change in 
factual circumstances (such as a significant change in 
shareholding) which significantly alters the ability of 
the person to obtain information sufficient to use the 
branch equivalent method; and 

(b) Altering the incidence of income tax was not the primary 
purpose or effect of the subsequent change. 

C£ 1976, No. 65, s. 245RC; 1994, No. 76, s. 82 

CC 18. Comparative value method of calculation
Where and to the extent that a person uses the comparative 
value method in relation to an interest in a fund held by the 
person in an income year, the foreign investment fund income 
or loss of the person in relation to the interest in the income 
rear shall be an amount calculated as at the last day of the 
mcome year in accordance with the following formula: 

(a + b) - (c + d) 
where-

a is the market value of the interest as at the end of the 
income year (which value shall be nil to the extent that 
the interest is not then still held by the person as an 
interest subject to the comparative value method); and 

b is the aggregate of all the gains derived (including any 
withholding or other tax payable by the fund in a 
country or territory outside New Zealand in respect of 
that gain, allowable as a credit to the person under 
section LC 1) by the person during the income year with 
respect to the interest; and 

c is the market value of the interest as at the end of the 
preceding income year (which value shall be nil to the 
extent that the interest was not then held by the person 
as an interest subject to the comparative value method); 
and 
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d is the aggregate of all expenditure incurred by or on 
behalf of the person in acquiring the whole or any part 
of the interest during the mcome year. 

Cf. 1976, No. 65, s. 245RD 

CC 19. Deemed rate of return. method of calculation
(1) Subject to this section, where and to the extent that a person 
uses the deemed rate of return method in relation to an interest 
in a fund held by the person in an income year, the foreign 
investment fund mcome or loss of the person in relation to the 
interest in the income year shall be tIie amount calculated in 
accordance with the following formula: 

aXb 
where-

a is the aggregate of-
(i) The book value of the interest, at the end of the 

previous income year, determined under subsection (5) 
except to the extent to which either-

(A) The person did not hold the interest at the end 
of the previous income year; and 

(B) The person held the interest at the end of the 
previous income year but used, with respect 
to the interest and the previous income 
year, a calculation method other than the 
deemed rate of return method; and 

(ii) Any expenditure incurred by the person in the 
income year in acquiring the whole or part of the 
interest; and 

b is the rate of return prescribed under subsection (6) in 
respect of the income year,-

plus or minus any balancing adjustment amount determined 
under subsection (2) or subsection (3). 

(2) Except where and to the extent that
(a) The person is a natural person; and 
(b) The person does not have, at any time during the income 

year, interests in funds with an aggregate book value 
(calculated at the end of the preceding year) or 
market value (in the case of any interest in respect of 
which the person did not use the deemed rate of 
return method at the end of the preceding year) 
exceeding $100,000; and 
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(c) This subsection would apply only by virtue of the person 
disposing of the whole or part of the interest <luring 
the income year; and 

(d) The gain derived by the person on the disposition would 
not, had the internatIonal tax rules not applied, have 
been assessable income of the person,-

the amount of foreign investment fund income of a person in 
respect of an interest in a fund in an income year under the 
deemed rate of return method shall be increased by the 
amount (if any) by which the book value of the interest at the 
end of the income year, determined under subsection (5), 
would, but for this subsection, be less than nil. 

(3) Except in any case where-
(a) The person is a natural person; and 
(b) The person does not have, at any time during the income 

year, interests in funds with an aggregate book value 
(calculated at the end of the preceding year) or 
market value (in the case of any interest in respect of 
which the person did not use the deemed rate of 
return method at the end of the preceding year) 
exceeding $100,000; and 

(c) If the person had derived a gain on disposition of the 
interest, the gain would not, had the international tax 
rules not applied, have been assessable income of the 
person,-

if a person has disposed of the whole of an interest in a fund 
during the income year, the amount of forei~ investment fund 
income of the person in respect of the mterest under the 
deemed rate of return methoa shall have deducted from it the 
amount (if any) by which the book value of the interest at the 
end of the income year, determined under subsection (5), 
would, but for this subsection, be greater than nil. 

(4) Where a person acquires or disposes (not merely by virtue 
of the receipt of an annuity payment with respect to an interest 
of a kind specified in paragraph (b) or paragraph (c) of section 
CG 15 (1)) of the whole or part of an interest in a fund during 
an income year (referred to in this subsection as the "actual 
income year"), the foreign investment fund income or loss of 
the person in the income year in relation to the interest under 
the deemed rate of return method shall be the amount 
calculated by-

(a) Treating the actual income year as if it were comprised of 
2 or more notional separate income years, where-
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(i) The first such notional separate income year 
started at the beginning of the actual income year; 
and 

(ii) The last notional separate income year ended at 
the end of the actual income year; and 

(iii) Subject to subparagraphs (i) and (ii), a notional 
separate income year ended-

(A) In the case of a disposition, on the day on 
which the disposition occurs; and 

(B) In the case of an acquisition, on the day 
immediately preceding the day on which 
the acquisition occurs,-

and a new notional separate income year started
(C) In the case of a disposition, on the day 

immediately succeeding the day on which 
the disposition occurs; and 

(D) In the case of an acquisition, on the day on 
which the acquisition occurs; and 

(b) Aggregatin~ the amounts calculated by applying 
subsection (1) to each such notional separate Ulcome 
year-

(i) As if, with respect to each notional separate 
income year, item b of the formula sp,ecified in 
subsection (1) were the rate of return specified under 
subsection (6) with respect to the actual income year 
multiplied by-

c 
365 

where c is the number of days in the notional 
separate income year; and 

(ii) With the amount attributable to any such 
notional separate income year being nil if-

(A) The person did not hold any part of the 
interest at any time during the notional 
separate income year; or 

(B) By virtue of the person first acquiring the 
interest, the person only held any part of 
the interest immediately before the end of 
the notional separate income year; or 

(C) The person calculated the foreign investment 
fund income or foreign investment fund 
loss of the person with respect to the 
interest by applying with respect to the 
whole of the notional separate income 
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year a calculation method other than the 
deemed rate of return method. 

(5 ) For the purposes of the FIF rules, the book value under 
the deemed rate of return method of a person's interest in a 
fund at the end of an income year shall be an amount 
calculated in accordance with the following formula: 

f+g-h+i+j 
where-

f lS,-

(a) Where theJerson used the deemed rate of return 
metho in relation to the interest in the 
previous income year, the book value of the 
mterest at the end of the previous year; or 

(b) In any other case, nil; and 
g is the aggregate of all expenditure incurred by the 

person, during any part of die income year with respect 
to which the person applied the deemed rate of return 
method, in acquiring the whole or any part of the 
interest; and 

h is the aggregate of all gains derived by the person, 
during any part of the income year WIth respect to 
which the person applied the deemed rate of return 
method, with respect to the interest; and 
is the foreign investment fund income or foreign 
investment fUnd loss of the person with respect to the 
interest in the income year calculated under the 
deemed rate of return method; and 

J is the aggregate of all amounts which are assessable 
income of the person with respect to the interest in the 
income year under section CG 22. 

(6) The Governor·General may, by Order in Council, make 
regulations prescribing the deemed rate of return for the 
puryoses of this section, which regulations may prescribe 
Wfferent rates for different classes of interests in funds. 

(7) Any regulations made under subsection (6) shall, unless 
otherwise specified in the regulations, apply for every income 
year commencing not less than one month after the date on 
which the regulations are made. 

Cf. 1976, No. 65, s.245RE 

CC 20. Accounting profits method of calculation
(1) Subject to this section, where a {>erson uses the accounting 
profits method in relation to an mterest in a fund in any 
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accounting period of the fund, the foreign investment fund 
income or loss of the person in relation to the interest in the 
accounting period shall be calculated in accordance with the 
following formula: 

aXb 
where-

a is the income interest (expressed as a percentage and, 
subject to subsection (2), calculated under section CG 5 
as if the fund were a controlled foreign company) of the 
person in the fund for the accounting periOd; and 

b is the net after·tax accounting profits or losses of the 
fund for the accounting period. 

(2) Subject to section GC 10, any person may elect, by 
furnishing accordingly the person's return of income, for the 
income year in which the person acquired the interest, to 
calculate under the accounting profits method the foreign 
investment fund income or loss of the person with respect to an 
interest in a fund in an income year (being an interest held by 
the -gerson for a period exceeding one year) as if the definition 
of 'measurement day" referred only to 31 March and not to 
the last day of any other quarter, but, where the person so 
elects, the person shall be deemed to have so elected with 
respect to each interest in the fund in each subsequent year. 

(3) Notwithstanding subsection (1), where and to the extent 
that, in relation to any person calculating for any income year 
the person's foreign investment fund income or loss in respect 
of an interest in a fund under the accounting profits method,-

(a) The person has, but for the application of this subsection, 
a foreign investment fund loss, and the person suffers 
no, or substantially no, economic or financial loss due 
to any factor or factors, including any right of the 
person or any other person to sell any property, or 
any right of any other person to require the person or 
any other person to sell any property; or 

(b) The person has, but for the application of this subsection, 
a foreign investment fWid loss in excess of the 
economic or financial loss suffered by the person, due 
to any factor including the nature of the things taken 
into account in calculating the person's income 
interest in the fund under section CG 5,-

for the purposes of this Act, the foreign investment fund loss of 
the person with respect to the interest and the accounting 
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period shall be deemed to be equal to the economic or financial 
loss (if any). 

C£ 1976, No. 65, s. 245RF; 1994, No. 76, s.83 

CC 21. Branch equivalent method of calcu1ation
(1) Subject to this section, where a person uses the branch 
equivalent method in relation to an interest in a fund in any 
accounting period, the foreign investment fund income or loss 
of the person in relation to the interest in the accounting period 
shall be calculated in accordance with the following formula: 

aXb 
where-

a is the income interest (expressed as a percentage and 
calculated under section CC 5 as if the fund were a 
controlled foreign company) of the person in the fund 
for the accountmg period; and 

b is the branch equivalent income or loss of the fund for 
the accounting period, calculated under section CC 11 
as if-

(i) The fund were a controlled foreign company; and 
(ii) The calculation were for the purposes of 

calculating the attributed foreign income or attributed 
foreign loss of the person with respect to the fund; and 

(iii) Subsection (25) of section CC 11 were to apply as 
if-

(A) The person were the person referred to in that 
subsection in relation to whom the 
calculation of attributed foreign income or 
attributed foreign loss is being made; and 

(B) Section CC 15 (2)(a) did not apply to exclude 
interests from being interests in a foreign 
investment fund because of the notiorial 
New Zealand residence of the fund as a 
notional controlled foreign company; and 

(C) The foreign investment fund income or foreign 
investment fund loss of the fund as a 
notional controlled foreign company also 
were to be calculated as if section 
CC 15 (2)(a) did not apply. 

(2) Where a person uses the branch equivalent method to 
calculate the person's foreign investment fund income or loss 
with respect to an interest in a fund in an accounting period,

(a) Sections CC 7 (4) and LC 4 (7) shall apply as if-
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(i) Any taxable distribution not taken into account 
in calculating the branch equivalent income or loss of 
the fund under subsection (1) of this section were a 
taxable distribution to which those provisions apply; 
and 

(ii) The fund were a controlled foreign company; 
and 

(ill) The relevant income interest of the person 
were equal to item a of the formula in subsectIon (1); 
and 

(b) Section CC 7 (5) shall apply as if-
(i) Any foreign investment fund income or loss 

(calculated as if section CC 15 (2)( a) did not apply) not 
taken into account in calcUlating the branch 
equivalent income or loss of the fund under 
subsection (1) of this section were foreign investment 
fund income or loss to which that provision applies; 
and 

(ii) Item a of the formula in section CC 7 (5) were 
equal to item a of the formula in subsection (1) of this 
section. 

(3) Where a person uses the branch equivalent method of 
calculation to calculate the person's foreign investment fund 
income or loss with respect to an interest in a fund in an 
accounting period, sections LC 4 and LC 5 shall apply as if-

(a) The foreign investment fund income of the person with 
respect to the interest in the accounting period were 
attributed foreign income of the person in respect of 
an income interest in the fund; and 

(b) The fund were a controlled foreign company; and 
(c) The income interest used to calculate the attributed 

foreign income under section CC 7 (2) were, with 
respect to the accounting period, item a of the 
formula in subsection (1) of this section; and 

(d) References to attributed foreign income of the person (or 
any other company) in respect of other controlled 
foreign companies included reference to foreign 
investment fUnd income calculated under the branch 
equivalent method of the person (or such other 
company) in respect of otlier funds meeting the 
relevant residence criteria. 

(4) Notwithstanding the preceding provisions of this section, 
where and to the extent that, in relation to any person 
calculating for any accounting period the person's foreign 
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investment fimd income or loss in respect of an interest in a 
fimd under the branch equivalent method,-

(a) The person has, but for the application of this subsection, 
a foreign investment fimd 10ss and the person suffers 
no, or substantially: no, economic or financial loss, due 
to any factor or factors, including any right of the 
person or any other person to sen any property, or 
any right of any other person to require the person or 
any other person to sell any property; or 

(b) The person has, but for the application of this subsection, 
a forei~ investment fiiiid loss in excess of the 
econOffilC or financial loss suffered br the person, due 
to any factor including the nature 0 the things taken 
into account in calculating the person's income 
interest in the fimd under section CC 5,-

for the purposes of this Act, the foreign investment fimd loss of 
the person with respect to the interest and the accounting 
period shall be deemed to be equal to the economic or financial 
loss (if any). 

C£ 1976, No. 65, s.245RG; 1994, No. 76, s.84 

CG 22. Taxation on distributions from foreign 
investment funds-( 1) Where and to the extent that, at any 
time,-

(a) A person has an interest in a fimd in a period; and 
(b) Either-

(i) The person calculates the foreign investment 
fund income or loss of the person for the income year 
with respect to the interest and the period by 
applying the deemed rate of return method; or 

(ii) The person-
(A) Calculated the foreign investment fimd 

income of the person in the period 
commencing on 1 April 1993 with respect 
to the interest by applying the deemed 
rate of return method or the comparative 
value method; and 

(B) Held the interest on 2 July 1992 and under 
section CC 23 (1)(d) is deemed to have 
reacquired the interest for a consideration 
greater than the original cost to the person 
of the interest; and 
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(c) The person derives any gain in the period from the 
foreign investment fund with respect to the interest; 
and 

(d) The gain would have been a dividend or assessable 
income of the person had section CG 16 (6) not been 
enacted,-

the gain shall be deemed to be foreign investment fund income 
of the person (in addition to any foreign investment fund 
income of the person with respect to the interest) to the extent 
to which, when aggregated with all other gains to which 
paragraph (d) applies derived by the person from the foreign 
mvestment fund with respect to the interest at or before the 
time, it exceeds the aggregate foreign investment fund income 
derived (after deduction of the aggregate foreign investment 
fund losses incurred and excluding the foreign investment fund 
income deemed to be derived under this section with respect to 
the period in which the time falls) by the person with respect to 
the mterest in the period in which the time falls or any earlier 
period. 

(2) Where any person disposes of part of an interest in a fund 
to which subsectIOn (1) applies, subsection (1) shall be applied, 
having regard where necessary to apply an apportionment to 
the relative market values of the parts disposed of and retained 
as at the time of disposition, to the parts of the interest 
disposed of and retained as if they were separate interests. 

C£ 1976, No. 65, s.245RI; 1994, No. 76, s. 85 

CC 28. Treatment of circumstances of entry into or 
exit &om foreign investment fund regime-( 1) Where

(a) A person acquired any property before 8 p.m. New 
Zealand Standard Time on 2 July 1992 (referred to in 
this subsection as the "relevant time"); and 

(b) The property is (or would be but for this subsection), with 
respect to an}' part of the period commencing with 
the first day of the person's 1991-92 income year and 
ending with the close of 31 March 1993, an interest of 
the person in a fund,-

then the following provisions shall apply: 
(c) In any case where and to the extent to which the person 

subsequently disposed of the property before 1 April 
1993, the person shall be deemea, for the purposes of 
the calculation of any foreign investment income or 
loss of the person with respect to the property, never 
to have he1d the property except to the extent to 
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which the person reacquires it after the relevant time; 
and 

(d) In any case where and to the extent to which the 
person-

(i) Still holds the property on 1 April 1993 (not 
having disposed of the property after the relevant 
time and reacquired it before 1 April 1993); and 

(ii) With respect to the period which commences on 
1 April 1993, uses the comparative value method or 
the aeemed rate of return method with respect to the 
property,-
the person shall be deemed for the purposes of-

(ill) This Act generally, to have disposed of the 
property to an unrelated third party on 31 March 
1993 and to have reacquired it on 1 April 1993, in 
each case for a consideration equal to-

(A) The market value of the property on 31 
March 1993; or 

(B) Where the person so elects by furnishing 
accordinglr the person's return of income, 
the cost 0 the property to the person: 

(iv) The calculation of any foreign investment fund 
income or loss of the person with respect to the 
~1erty, never to have beld it before 1 April 1993; 

(e) In any case where and to the extent to which the 
person-

(i) Still holds the property on 1 April 1993 (not 
having disposed of the property after the relevant 
time and reacquired it before 1 April 1993); and 

(ii) With respect to the period which commences on 
1 April 1993, uses the accounting profits method or 
the branch equivalent method with respect to the 
property,-
then, for the pmposes of the calculation of any 
foreign investment fund income or loss of the person 
with respect to the property,-

(ill) The person shall be deemed never to have held 
any interest in the property in any accounting period 
of the fund that ended before 1 April 1993; and 

(iv) With respect to any accounting period of the 
fund that commences before and ends after 1 April 
1993, the amount of foreign investment fund income 
or loss of the person with respect to the property shall 
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be reduced by deducting from the arnoWlt otherwise 
calculated Wlder this Act the arnoWlt calculated in 
accordance with the following formula: 

where-

b aX
c 

a is the foreign investment fund income or loss 
of the person with respect to the interest and 
the period as calculated Wlder section CC 20 
or section CC 21; and 

b is the number of days in the accoWlting period 
that occur before 1 April 1993; and 

c is the number of days in the accounting 
period. 

(2) For the purposes of this Act, where, at any time in an 
income year,-

(a) A person becomes resident in New Zealand; and 
(b) The person holds any property which is, with respect to 

the period immediately after the person becomes 
resident and whether or not only by virtue of the 
application of this subsection, an mterest of the 
person in a fund with respect to which the person 
uses the comparative value method or the deemed 
rate of return method,-

the person shall be deemed to have disposed of the property to 
an unrelated third party immediately before becornmg resident 
in New Zealand and to have reacquired it immediately after 
becoming resident, in each case for a consideration equal to its 
market value at the time. 

(3) For the purposes of this Act, where, at any time in an 
income year,-

(a) A person ceases to be resident in New Zealand; and 
(b) The person holds any property which is, with respect to 

the period immediately before the person ceases to 
be resident, an interest of the person in a fund with 
respect to which the person uses the comparative 
value method or the deemed rate of return 
method,-

the person shall be deemed to have disposed of the property to 
an unrelated third party immediately before ceasing to be 
resident and to have reacquired it immediately after ceasing to 
be resident, in each case for a consideration equal to its market 
value at the time. 
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(4) For the purposes of this Act, where, at any time in an 
income year,-

(a) A person dies; and 
(b) The person holds any property which is, with respect to 

the period immediately before death, an interest of 
the person in a fund with respect to which the person 
uses the comparative value method or the deemed 
rate of return method,-

the person shall be deemed to have disposed of the property 
immediately before death for a consideration equal to its 
market value immediately after death. 

(5) For the purposes of this Act, where at any time in an 
income year a person disposes of any property which is, with 
respect to the period rrnmediately before disposition, an 
interest of the person in a fund with respect to which the 
person uses the comparative value method or the deemed rate 
of return method, for no consideration or for consideration 
which is less than the market value of the property at the time, 
the person shall be deemed to have derived from the 
disposition consideration equal to the market value of the 
property at the time. 
. (6) For the purposes of this Act, where, at any time in an 
mcome year,-

(a) A person acquires any property-
(i) For a nil consideration or for a consideration 

which is less than or more than the market value of 
the property at the time; or 

(ii) On an in speCie distribution from a company to a 
shareholder or from a trust to a beneficiary; and 

(b) The property is, with respect to the period immediately 
after acquisition and whether or not only by virtue of 
the application of this subsection, an interest of the 
person in a fund with respect to which the person 
uses the comparative value method or the deemed 
rate of return method,-

the person shall be deemed to have paid consideration for the 
acquisition equal to the market value of the property at the 
time. 

(7) For the purposes of this Act, where at any time
(a) A person holds any property; and 
(b) The property, not previously being an interest of the 

person in a fund, becomes an interest of the person in 
a fund as a result (whether or not combined with 
application of this subsection) of any of the 



1994, No. 164 Income Tax 1911 
s. CG28 

paragraphs of section CC 15 (2) ceasing to apply with 
respect to the person and the property,-

in any case where, in the period immediately after the change 
in status,-

(c) The person uses with respect to the interest the 
comparative value method or the deemed rate of 
return method, the person shall be deemed to have 
disposed of the property immediately before the time 
to an unrelated third party and to have reacquired it 
immediately after the time, in each case for a 
consideration eCJ.ual to the market value of the 
property at the tlffie; or 

(d) The person uses with respect to the interest the 
accounting profits method or the branch equivalent 
method and the time falls during an accounting 
period of the fund, the amount of foreign investment 
fund income or loss of the person with respect to the 
property and that period shall be reduced by 
deducting from the amount otherwise calculated 
under this Act the amount calculated in accordance 
with the following formula: 

where-

b aX
c 

a is the foreign investment fund income or loss 
of the person with respect to the interest and 
the period as calculated under section CC 20 
or section CC 21; and 

b is the number of days in the accounting period 
before the time; and 

c is the number of days in the accounting 
period. 

(8) For the purposes of this Act, where at any time
(a) A person holds any property; and 
(b) The property ceases to be an interest of the person in a 

fund as a result of any of the paragraphS of section 
CC 15 (2) commencing to apply with respect to the 
person and the interest,-

in any case where, in the period immediately before the change 
in status,-

(c) The person uses with respect to the interest the 
comparative value method or the deemed rate of 
return method, the person shall be deemed to have 
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disposed of the property immediately before the time 
to an unrelated third party and to have reacquired it 
immediately after the time, in each case for a 
consideration equal to the market value of the 
property at the time; or 

(d) The person uses with respect to the interest the 
accounting profits method or the branch equivalent 
method and the time falls during an accounting 
period of the fund, the amount of foreign investment 
fund income or loss of the person with respect to the 
property and that period shall be reduced by 
deducting from the amount otherwise calculated 
under this Act the amount calculated in accordance 
with the following formula: 

where-

b aXc 

a is the foreign investment fund income or loss 
of the person with respect to the interest and 
the period as calculated under section CG 20 
or section CG 21; and 

b is the number of days in the accounting period 
after the time; and 

c is the number of days in the accounting 
period. 

(9) In subsections (1)(d), (2), and (7), "market value" means,
(a) In relation to any interest at any time of a person in a 

fund which is an entitlement of the person to benefit 
from a policy of life insurance upon human life to 
which section CG 15 (1)(c) applies, an amount equal 
to the surrender value of the policy at that time: 

(b) In relation to any interest at any time of a person in a 
fund where-

(i) The interest is an entitlement of the person to 
benefit, as a beneficiary or member, wnere the 
foreign entity is a foreign superannuation scheme; 
and 

(ii) It is not reasonably practicable at the time to 
ascertain the market value of the interest in any other 
fashion, and the person has not before the time 
derived any material gain from the interest,-
an amount e9.ual to the aggregate of contributions or 
other expendIture incurred at or before the time by 
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or on behalf of the person in acquiring the whole or 
any part of the interest. 

C£ 1976, No. 65, ss. 245R (1), 245RL 

CC 24. Treatment of circumstances of change of 
calculation method-(I) For the purposes of this Act, 
where-

(a) Any person has an interest in a fund; and 
(b) The person retains the interest but, in accordance with 

this Act, changes the calculation method-
(i) From the accounting profits method or the 

branch equivalent method to the comparative value 
method or the deemed rate of return method; or 

(ii) From the comparative value method or the 
deemed rate of return method to the accounting 
profits method or the branch equivalent method,

the person shall be deemed to have disposed of the interest to 
an unrelated third farty immediately before the start of the 
accounting period 0 the fund with respect to which the change 
takes effect and to have reacquired It immediately after tlie 
start of the accounting period, ID each case for a consideration 
equal to the market vafue of the interest at that time. 

(2) For the purposes of this Act, where
(a) A person has an interest in a fund; and 
(b) The person retains the interest but in accordance with this 

Act changes the calculation method used in an 
income year from the comparative value method to 
the deemed rate of return method or vice versa,-

the person shall be deemed to have disposed of the interest to 
an unrelated third party immediately before the end of the 
income year and to have reacquired it immediately after the 
beginning of the next income year, in each case for a 
consideration equal to,-

(c) In any case where the change is from the comparative 
value method to the deemed rate of return method, 
the market value of the interest at the time; and 

(d) In any case where the change is from the deemed rate of 
return method to the comparative value method, the 
book value, calculated under section CC 19 (5) as if 
this section did not apply, of the interest at the time. 

Cf. 1976, No. 65, s. 245RM 

CC 25. Cases where assessable income calculation 
cannot be undertaken-( 1) Where any person-

C-8 
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(a) Has failed to disclose for any period in accordance with 
section 61 of the Tax Administration Act 1994 a 
control interest or an income interest of that person 
in a controlled foreign company or an interest of that 
person in a foreign investment fimd; or 

(b) Has failed to disclose any information requested by the 
Commissioner under section 17 of the Tax 
Administration Act 1994 in relation to a control 
interest or an income interest of that person in a 
controlled forei~ company or an interest of that 
person in a foreIgn investment fimd; or 

(c) Is unable to obtain sufficient information to calculate that 
person's attributed foreign income or attributed 
foreign loss or attributed repatriation or foreign 
investment fimd income or foreign investment fuiJ.d 
loss with respect to that interest for any period,-

the Commissioner may make an assessment of the amount of 
attributed foreign income, attributed foreign loss, attributed 
repatriation, foreign investment fimd income, or foreign 
investment fund loss, as the case may be, for the relevant 
period. 

(2) Without limiting the methods which the Commissioner 
may use in making an assessment for the purposes of 
subsection (1), the Commissioner may calculate such amounts 
of income, attributed repatriation, or loss-

(a) By having regard to the accounts of the controlled foreign 
company or foreign investment fimd as prepared for 
the purposes of-

(i) Furnishing an income tax return in New Zealand 
or any other country; or 

(ii) Providing information to creditors, 
shareholders, or other persons having an economic 
relationship with the controlled foreign company or 
foreign investment fund; or 

(b) By having regard to the branch equivalent income of the 
controlled foreign company for any prior period in 
relation to any person, and a(>plying to that branch 
equivalent income an appropnate percentage rate of 
presumed increase, being a rate not less than 10% 
compounding annually; or 

(c) By having regard to the accounts of the controlled foreign 
company or foreign investment fimd as referred to in 
paragraph (a) for any prior period, and applying to 
the income as disclosed in those accounts such rate of 

C-8* 
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presumed increase as the Commissioner considers 
appropriate, being a rate not less than 10% 
compounding annually; or 

(d) By imputing an appropriate rate of return to the value of 
the interest as at the commencement of the relevant 
period; or 

(e) By treating as attributed foreign income, attributed 
foreign loss, foreign investment fund income, or 
foreign investment fund loss, as the case may be, any 
gain derived or loss incurred on disposal of that 
interest (or part of that interest) during the relevant 
period or any increase in or reduction in the market 
value of the interest over the relevant period. 

Cr. 1976, No. 65, s. 245v 

SUBPART H-EMPLOYMENT RELATED INCOME 

CH 1. Pensions-( 1) Without in any way limiting the 
meaning of the term, the assessable income of any person shall 
for the purposes of this Act be deemed to include all pensions, 
save so far as express provision is made in this Act to the 
contrary. 

(2) In this section, "pensions" includes any ex gratia payment 
received by any taxpayer from any person (that person being 
referred to in this subsection as the "principal person") for 
whom the taxpayer or a parent or a child of die taxpayer, or a 
person who is or has been a spouse or a dependant of the 
taxpayer, has rendered past services, being a payment which, 
in the opinion of the Commissioner, would not have been made 
by the principal person if those past services had not been 
rendered by, as the case may be, the taxpayer or that parent or 
that child or that person who is or has been a spouse or a 
dependant; but does not include a payment received by any 
taxpayer from the principal person as a consequence of and 
within 12 months immediately succeeding the date of the death 
of that parent or that child or that person who is or has been a 
spouse or a dependant of the taxpayer. 

er. 1976, No. 65, s. 65 (IB), (2)0) 

CH 2. Benefit from share option or J:>urchase 
schemes-( 1) Without limiting the meaning of 'monetary 
remuneration", that term includes any benefit (determined in 
accordance with this section) conferred on any taxpayer in 
respect of, or in relation to, or in the course of, or by virtue of, 
the taxpayer's employment or service, or future employment 
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or service, under any agreement, entered into on or after 19 
July 1968, to sell or issue shares in any company to the 
taxpayer. 

(2) For the purposes of this section, that benefit-
(a) Shall, where the taxpayer has acquired shares under the 

agreement, be the amount by which the value of the 
shares on the date on which the taxpayer acquired 
them exceeds the amount paid or to be paid for 
them, and shall be deemed to have been received by 
the taxpayer in the income year in which the 
taxpayer acquired the shares: 

(b) Shall, where the taxpayer has transferred or otherwise 
disposed of rights under the agreement in respect of 
any or all of the shares to any person, the taxpayer 
and that person not being associated persons, be the 
value of the consideration for the disposition, and 
shall be deemed to have been received by the 
taxpayer in the income year in which the taxpayer 
made the disposition: 

(c) Shall, where the rights of the taxpayer under the 
agreement have, by one or more transactions 
between associated persons, become vested in a 
person who has acquired shares under the 
agreement, be the amount by which the value of the 
shares on the date on which that person acquired 
them exceeds the amount paid or to be paid for 
them, and shall be deemed to have been received by 
the taxpayer in the income year in which that person 
acquired the shares: 

(d) Shall, where rights of the taxpayer under the agreement 
have, by one or more transactions between associated 
r.ersons, become vested in a person (referred to as the 
'transferor") who has transferred or otherwise 

disposed of rights under the agreement to any other 
person, the transferor and that other person not 
being associated persons, be the value of the 
consideration for the disposition, and shall be deemed 
to have been received by the taxpayer in the income 
year in which the transferor made the disposition. 

(3) The value of the benefits determined in accordance with 
this section shall be ascertained by the Commissioner in such 
manner as the Commissioner thinks fit: 

Provided that no account shall be taken by the Commissioner 
in ascertaining that value of the effect of any restrictive 
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provisions, contained in the agreement under which the benefit 
IS conferred, as to the alienation or transfer of any shares, 
unless-

(a) Those restrictive provisions apply for a period ending not 
earlier than 8 years from the end of the income year 
in which the benefit is deemed to have been received 
by the taxpayer or not earlier than the date of death 
of the taxpayer; or 

(b) Those restrictive provisions apply for the ?eriod referred 
to in paragraph (a) of this proviso, subject only to the 
exception that on the taxpayer ceasing employment 
or service at any time before the expiry of that period 
all or any of the shares must unconditionally be 
transferred to the employer of the taxpayer or to the 
person from whom the taxpayer acquired them, 
either without consideration or for a consideration 
not exceeding that paid by the taxpayer for the 
shares so to be transferred: 

Provided also that in any case where the agreement under 
which the benefit is conferred provides unconditionally that, on 
the taxpayer ceasing employment or service or on the 
taxpayer's death, all or any of the shares shall be transferred to 
the employer of the taxpayer or to the person from whom the 
taxpayer acquired them, either without consideration or for a 
consideration not exceeding that paid by the taxpayer for the 
shares so to be transferred, the value of the benefit in respect of 
the shares so to be transferred shall be nil: 

Provided further that in any case where the benefit arises 
under any employee share purchase scheme the value of that 
benefit shall be nil: 

Provided further that for the purposes of paragraph (a) of the 
first proviso to this subsection, where the restrictive provisions 
relating to any shares do not restrict the taxpayer from 
transferring those shares to any other lerson in accordance 
with a matrimonial agreement but woul restrict the person to 
whom they were so transferred from alienating or transferring 
those shares for a period ending not earlier than 8 years from 
the end of the income year in which the benefit would 
otherwise be deemed to have been received by the taxpayer or 
not earlier than the date of death of the taxpayer, those 
restrictive provisions shall be deemed to restrict any such 
transfer by the taxpayer. 

(4) Where-
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(a) The Commissioner has ascertained the value of the 
benefit determined in accordance with this section 
without taking into account any restrictive provisions 
referred to in the first proviso to subsection (3); and 

(b) The taxpayer subsequently disposes of any of those shares 
at a time when those restrictive provisions still apply; 
and 

(c) The tax~~yer is adversely affected by those restrictive 
proVlslons,-

the Commissioner may make such adjustment to the value of 
the benefit as, having regard to all the circumstances, the 
Commissioner considers equitable, and may, notwithstanding 
the time bar, alter any assessment accordingly. 

(5) For the purposes of this section, any acquisition or 
transfer of any shares or rights under an agreement by a 
trustee on behalf of or for the benefit of any person to whom 
subsection (2) refers, shall be deemed to be an acquisition or a 
transfer by that person. 

(6) For the purposes of this section, where, under any 
agreement, a right or option tOJurchase shares in any 
company is granted, those shares sh be deemed to have been 
acquired on the date on which the right or option to purchase 
the shares has been exercised. 

(7) This section shall apply whether or not the taxpayer is in 
the employment or service m respect of, or in the course of, or 
by virtue of which, the benefit was conferred, on the date on 
which the benefit is deemed to have been received by the 
taxpayer. 

(8) In this section, "shares" includes any convertible note. 
C£ 1976, No. 65, s. 69 

SUBPART I-FRINGE BENEFITS 

Cl 1. Meaning of "fringe benefit" - In the FBT rules, 
"fringe benefit", in relation to an employee and to any quarter 
or (where fringe benefit tax is payable on an income year basis 
under section ND 4) income year, means any benefit that 
consists of-

(a) The private use or enjoyment, in relation to the employee, 
at any time during the quarter or (where fringe 
benefit tax is payable on an income year basis under 
section ND 4) income year, of a motor vehicle owned, 
leased, or rented by the person who makes the motor 
vehicle available to the employee: 
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(b) The availability for the private use or enjoyment of the 
employee, at any time during the quarter or (where 
fringe benefit tax is payable on an income year basis 
under section ND 4) income year, of a motor vehicle 
that is so owned, leased, or rented: 

(c) Any loan that is owing, by the employee, at any time 
during the quarter or (where fringe benefit tax is 
payable on an income year basis under section NO 4) 
mcome year: 

(d) Any subsidised transport: 
(e) In relation to an employer of an employee, any 

contribution to any sick, accident, or death benefit 
fund which has been approved by the Commissioner 
for the purposes of sectIon CB 5: 

(f) In relation to an employer of an employee, any specified 
insurance premium or any contribution to any 
insurance fund of a friendly society: 

(g) Any contribution in relation to an employer of an 
employee, to any superannuation scheme: 

(h) Any benefit of any other kind whatever, received or 
enjoyed by the employee in the quarter or (where 
fringe benefit tax is payable on an mcome year basis 
under section ND 4) income year,-

being, as the case may be, private use or enjoyment, availability 
for private use or enjoyment, a loan, subsidised transport, a 
contribution to a fund referred to in paragraph (e), a specified 
insurance premium or a contribution to an insurance fUnd of a 
friendly society, a contribution to a superannuation scheme, or 
a benefit that is used, enjoyed, or received, whether directly or 
indirectly, in relation to, in the course of, or by virtue of the 
employment of the employee (whether that employment will 
occur, is occurring, or lias occurred) and which IS provided or 
granted by the employer of the employee; but does not 
include-

(i) Any loan to the extent that it is a loan to which section 
DF 7 applies: 

m Any loan provided by a superannuation fund to the extent 
that it constitutes assessable income of the fund 
under section CD 6: 

(k) Any specified superannuation contribution: 
(1) Any benefit by way of the provision of services to a 

superannuation fund to the extent that the 
Commissioner is satisfied that the expenditure 
incurred in providing those services would have been 
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deductible under this Act from the income of the 
superannuation fund if that expenditure had been 
incurred by the superannuation fund: 

(m) Any benefit that, in any quarter or (where fringe benefit 
tax is payable on an income year basis under section 
ND 4) any income year, is provided or granted by or 
on behalf of an employer, being a charitable 
organisation, to an employee of the employer: 

Provided that this paragraph shall not apply to any 
such benefit to the extent that the benefit is used, 
enjoyed, or received, whether directly or indirectly, 
primarily and principally in relation to, in the course 
of, or by virtue of, any employment, in relation to the 
employee, that conslsts of any activity or activities 
performed by the employee in the carrying on, by the 
employer, of a business: 

(n) Any benefit to the extent to which the Commissioner is 
satisfied that it is a benefit received or enjoyed by the 
employee in a quarter or (where fringe benefit tax is 
payable on an income year basis under section ND 4) 
mcome year, in which the employee derives a source 
deduction payment that is, or, as the case may be, 
source deduction payments all of which are, not liable 
for income tax under section BB 1,-

and does not, in relation to any benefit to which paragraph (h) 
applies, include-

(0) Any benefit to the extent to which
(i) It is-

(A) Monetary remuneration to which section 
BB 4 applies; or 

(B) Otherwise included or to be included in the 
assessable income of the employee: 

(ii) It is income of the employee that is exempt 
from tax, not being-

(A) Income that consists of an allowance that, or 
such part of an allowance as, is exempt 
from tax in terms of a determination 
made by the Commissioner under section 
CB 12 (1) where and to the extent that the 
allowance or, as the case may be, the part 
of the allowance so exempted was 
provided by the employer of the employee 
to enable the employee to provide a 
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benefit to any person other than the 
employee: 

(B) Income that consists of a payment by an 
employer of any life insurance premium 
on any policy of life insurance that is 
excluded from the definition of 
"expenditure on account of an employee" 
by reason of the application of the 
provisions of any of suoparagraphs (i), (ii), 
and (iii) of paragraph (b) of that definition: 

(iii) If it had been provided by means of a cash 
payment, it would have been income of the employee 
(other than interest and other than dividends) that is 
exempt from tax in accordance with this Act, not 
being income that consists of an allowance that, or 
such part of an allowance as, is exempt from income 
tax in terms of a determination made by the 
Commissioner under section CB 12 (1) where and to 
the extent that the allowance or, as the case may be, 
the part of the allowance so exempted was provided 
by the employer of the employee to enable the 
employee to provide a benefit to any person other 
than the employee: 

(iv) It removes a need which would otherwise exist 
for the employer of the employee to pay to the 
employee an allowance, being an allowance that, the 
Commissioner is satisfied, would, had it so been 
paid,-

(A) Have been exempt from tax in terms of a 
determination made by the Commissioner 
under section CB 12 (1); and 

(B) Have been paid otherwise than to enable the 
employee to provide a benefit to any 
person other tnan the employee: 

(v) It removes a need which would otherwise exist 
for the employer of the employee to pay the 
employee an allowance to reimburse the employee 
for transport costs that the employee would have 
incurred ID travelling between the employee'S home 
and place of work for the purposes of the employee's 
employment with that employer of the employee, 
being transport costs which the employee would 
otherwise have been required to incur for the benefit 
or convenience of the employer of the employee in 
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relation to that employment and which the 
Commissioner is satisfied would have been 
attributable to anyone or more of the factors of the 
kinds specified in section CB 12 (2)(a) to (f): 

(vi) It consists of the transportation of any person in 
any vehicle other than a vehicle designed principally 
for the carriage of passengers: 

(vii) It is a benefit arising from the use or 
enjoyment or the availability for use or enjoyment of 
a motor vehicle: 

(viii) It is a benefit in relation to which section CH 2 
applies: 

(p) AnY,?enefit to which paragrar,h (a)(?i) of the definition of 
monetary remuneratIon applies: 

(q) Any benefit (not being a benefit which consists of the use 
or enjoyment of free, discounted, or subsidised 
entertainment, travel, accommodation, or clothing) 
that is provided by the employer of the employee on 
the premises of the employer, not being premises 
that are occupied by the employee of the employer 
for residential purposes (or that, at any time when the 
employee is required to perform duties for the 
employer on premises, not being residential premises 
of tbe employee, other than those of the employer, is 
provided oy the employer of the employee, or by any 
other person on diose other premises), where the 
benefit is enjoyed by the employee on those premises 
(or, as the case may be, on those other premises): 

(r) Any benefit that,-
(i) Is entertainment; or 
(ii) Would be entertainment if anyone or more of 

r.aragraphs (e) to (r) of the definition of 
'entertainment' were omitted,-

except where the employee may consume or enjoy 
the benefit-

(iii) At a time to be chosen by the employee in the 
employee'S discretion; and 

(iv) Other than in the course of employment duties: 
(s) Any benefit consisting of the provision (whether by way of 

sale or otherwise) of distinctive work clothing to an 
employee by an employer. 

C£ 1976, No. 65, s. 336N (1) 
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Cl 2. Interpretation-(I) For the purposes of the FBT rules, 
where a benefit is provided for or granted to an employee by a 
person with whom the employer of the employee has entered 
into an arrangement for that benefit to be so provided or 
granted, that benefit shall be deemed to be a benefit provided 
for or granted to the employee by the employer of the 
employee. 

(2) For the purposes of the FBT rules, but subject to 
subsection (3), any benefit provided or granted by an employer 
(being a company or the trustee of a group investment fund) 
for or to any employee of that company or trustee where that 
employee holds, whether in the employee's own right or 
beneficially, any shares of that company or interest as an 
investor in the group investment fund, shall be deemed to have 
been used, enjoyed, or received by that employee directly in 
relation to the employee's employment as an employee of that 
company or trustee. 

(3) For the purposes of this Act, and notwithstanding 
subsection (2), where-

(a) Any benefit provided or granted by an employer (being a 
company) for or to any employee of that company

(i) Is a non-cash dividend; and 
(ii) Would, but for this subsection, be subject to 

fringe benefit tax under subsection (2); and 
(b) The only capacity in which that employee is an employee 

of the company is in the capacity of non-executive 
director or secretary of the company, and the 
employee provides no services to the company in that 
capacity other than mere formal occupation of that 
role and compliance with statutory obligations 
imposed upon persons performing such role,-

that benefit shall be deemed to have been used, enjoyed, or 
received by that employee directly in relation to that 
employee's capacity as a shareholder of the company. 

(4) For the purposes of the FBT rules, where any fringe 
benefit, being the private use or enjoyment, or the av3.i1ability 
for private use or enjoyment, in relation to one and the same 
motor vehicle is, on any day, provided by an employer to more 
than one person who is an employee of the employer, there 
shall be deemed to be provided, in relation to that private use 
or enjoyment or that availability for private use or enjoyment 
in relation to that motor vehicle on that day, only one fringe 
benefit, and, where more than one of those persons pay an 
amount for the enjoyment of the fringe benefit first mentioned 
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in this subsection, the amount referred to in section CI4 (1)(a) 
shall, for the purposes of calculating the taxable value of that 
one fringe benefit, be deemed to be an amount equal to the 
sum of the amounts so paid. 

(5) For the purposes of the FBT rules, in any case where
(a) Any item of goods (that item of goods being referred to in 

this subsection as the "special goods") is on any day 
sold by an employer to an employee of the employer 
at a price that is less than the cost of the special goods 
to the employer; and 

(b) The Commissioner is satisfied that the amount of the 
difference between the price and the cost results from 
the allowance by the employer, in addition to the 
discount allowed by the employer to persons who on 
that day purchase from the employer (at arm's length 
and in the open market) goods that in relation to the 
special goods are identical goods, of the discount that, 
customarily, is allowed by the employer in respect of 
the purchase from the employer of goods by 
employees of the employer; and 

(c) The price at which the special goods are sold to the 
employee is not less than the lesser of-

(i) 95% of the cost of the special goods to the 
employer: 

(ii) 95% of the price at which goods that, in relation 
to those special goods, are identical goods were 
available for purchase from the employer by 
members of the general public on that day in a sale 
freely offered to them in the open market in New 
Zealand; and 

(d) The Commissioner is satisfied that either immediately 
before or immediately after the sale of the special 
goods by the employer to the employee of the 
employer, a reasonable quantity of goods that, in 
relation to those special goods, are identical goods 
was available for purchase from the employer by 
members of the general public in a sale freely offered 
to them in the open market in New Zealand at a price 
not more than the price at which those goods were, 
immediately before the allowance from the price of 
the discount last mentioned in paragraph (b), offered 
to the employee by the employer of the employee,-

the special goods shall, except where the selling price of the 
goods first mentioned in paragraph (b) is, immediately before 
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the allowance from the selling price of the discount first 
mentioned in paragraph (b), in excess of $200, be deemed to 
have been sold at a price equal to the cost of them to the 
employer. 

(6) For the purposes of the FBT rules, in any case where
(a) Any item of goods is on any day sold by an employer to 

an employee of the employer at a price that is less 
than the cost of that item of goods to the employer; 
and 

(b) That item of goods was sold by that employer to that 
employee in the normal course of that employer's 
business; and 

(c) The Commissioner is satisfied that the amount of the 
difference between the price and the cost results from 
the allowance, by the employer, of the discount that, 
customarily, is allowed by the employer in respect of 
the purchase from the employer of goOds by 
employees of the employer; and 

(d) The discount is not greater than 5% of the price for which, 
at the time when the item of goods was provided to 
the employee, other goods (being, in relation to that 
item of goods, identical goods) were or would have 
been sold by the employer by retail to purchasers 
who in relation to the employer were, the 
Commissioner is satisfied, at arm's length, in the open 
market in New Zealand in sales freely offered and 
made on ordinary trade terms,-

that item of goods shall, except where the selling price of the 
other goods referred to in paragraph (d) is in excess of$200, be 
deemed to have been sold at a price equal to the cost of that 
item of goods to the employer. 

(7) For the purposes of subsections (5) and (6), where any 
person, being a company included in a group of companies, 
sells an item of goods to an employee of an employer that is 
another company included in that group of companies, that 
person shall, in the selling of that item of goods to that 
employee, be deemed to be the employer of the employee and 
the employee shall be deemed to be the employee of that 
employer. 

(8) Where-
(a) Any person who is a holder of a policy of life insurance 

offered or entered into in New Zealand owes any loan 
to-
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(i) The life insurer who is the insurer of the policy; 
or 

(ii) Any person who, in relation to the life insurer, is 
an associated person; or 

(iii) Any person with whom the life insurer has 
entered into an arrangement in relation to the 
provision or grant of the loan; and 

(b) Either-
(i) The loan was granted or is provided to the 

person having regard to the capacity or status of the 
person as a policyholder; or 

(ii) The interest chargeable on the loan is 
determined or depends on the capacity or status of 
the person as a policyholder,-

the FBT rules shall apply as if-
(c) The life insurer were an employer of the policyholder in 

relation to that loan; and 
(d) The policyholder were an employee of the life insurer in 

relation to the loan; and 
(e) The loan were an employment related loan. 
(9) Where-
(a) Any person is an associated person of a holder of a policy 

of life insurance offered or entered into in New 
Zealand; and 

(b) The person owes any loan to-
(i) The life insurer who is the insurer of the policy 

of that policyholder; or 
(ii) Any person who, in relation to that life insurer, 

is an associated person; or 
(iii) Any person with whom the life insurer has 

entered into an arrangement in relation to the 
provision or grant of the loan; and 

(c) Either-
(i) The loan was granted or is provided to the 

person having regard to the capacity or status of the 
policyholder as a policyholder of the life insurer; or 

(ii) The interest chargeable on the loan is 
determined or depends on the capacity or status of 
~he policyholder as a policyholder of the life 
msurer,-

the FBT rules shall apply as if-
(d) That life insurer were an employer of the person m 

relation to the loan; and 
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(e) The person were an employee of the life insurer in 
relation to the loan; and 

(f) The loan were an employment related loan. 
ef. 1976, No. 65, s. 336N (2), (3), (3B)-(8B) 

Cl S. Value of fringe benefit-(I) For the purposes of the 
FBT rules, the value of any fringe benefit, being a benefit that 
consists of the private use or enjoyment, or the availability for 
private use or enjoyment, of a motor vehicle, shall, in relation 
to each motor vehicle the private use or enjoyment of which or 
the availability for private use or enjoyment of which 
constitutes that benefit, be-

(a) Where the benefit is subject to fringe benefit tax on a 
quarterly basis, an amount calculated in accordance 
with the following formula: 

y X z 

90 
where-

y is the lesser of-
(i) The number of days, during the quarter, 

on which that benefit occurred, reduced by 
the number of days (if any), during the 
quarter, in relation to which the motor vehicle 
is a work related vehicle; or 

(ii) 90; and 
z is the amount, calculated in accordance with 

Schedule 2, that in relation to the guarter and 
to the motor vehicle is the value of the benefit 
that would be able to be enjoyed by the 
employee if the employee had unlimited 
private use or enjoyment of the motor vehicle 
ID that quarter: 

(b) Where the benefit is subject to fringe benefit tax on an 
annual basis under section ND 3, the aggregate of the 
amounts calculated under paragraph (a) in respect of 
the benefit for the 4 quarters that fall within the 
relevant year: 

(c) Where the benefit is subject to fringe benefit tax on an 
income year basis under section ND 4, an amount 
calculated in accordance with the following formula: 

y X z 

365 
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where-
y is the number of days, in the income year, on 

which that benefit occurred, reduced by the 
number of days (if any), in the income year, in 
relation to which the motor vehicle is a work 
related vehicle; and 

z is the amount, calculated in accordance with 
Schedule 2, that in relation to the income year 
and to the motor vehicle is the value of the 
benefit that would be able to be enjoyed by 
the employee if the employee had unlimited 
private use or enjoyment or availability for 
private use or enjoyment of the motor vehicle 
in that income year. 

(2) For the purposes of the FBT rules, the value of any fringe 
benefit, being a benefit that consists of an employment related 
loan which is owed by an employee to an employer at any time 
during any quarter or (where fringe benefit tax is payable on an 
income year basis under section ND 4) any income year, shall 
be the amount, if any, by which the amount of prescribed 
interest in relation to that loan and to that quarter, or income 
year, exceeds-

(a) The amount of interest that accrued in that same period 
in respect of that loan to the employee; or 

(b) Where appropriate having regard to the nature of the 
loan, tbe amount of income, if any, that would have 
accrued to the benefit of the employer in that same 
period if the income from that loan, being a financial 
arrangement, were calculated using the yield to 
maturity method. 

(3) For the purposes of section CF 2 (l)(e), and for the 
purposes of subsection (2) of this section in calculating the value 
of any fringe benefit being a fringe benefit that consists of an 
employment related loan, where-

(a) Any employment related loan is owed in any income year 
by an employee to an employer; and 

(b) At any time after the date upon which that loan was 
advanced to that employee, that employee is paid by 
that employer any amount of salary or wages or 
extra emolument or dividends or interest; and 

(c) The amount of salary or wages or extra emolument or 
dividends or interest constitutes income of the 
employee derived in that income year or any 
previous year; and 
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(d) That amount of salary or wages or extra emolument or 
dividends or interest does not constitute resident 
withholding income, non-resident withholding 
income, or an amount paid subject to tax deduction 
by virtue of the PAYE rules,-

that amount to the extent to which it is applied in repa~ent 
of that loan shall be deemed to be applied m repayment of that 
loan on the later of the first day of that income year and the 
date upon which the loan was advanced. 

(4) For the purposes of subsection (3), where the employer 
referred to in that subsection is a person with a non-standard 
accounting year,-

(a) Subject to paragraph (b), every reference in subsection (3) 
to an income year shall be deemed to be a reference 
to that accounting year: 

(b) The reference in subsection (3)(c) to an income year shall 
be deemed to be a reference to the income year to 
which that accounting year corresponds. 

(5) Where the amount of any income derived by an 
employee and applied in repayment of an employment related 
loan-

(a) Would, if it had been derived by the employee in the 
income year immediately preceding the income year 
in which it is derived, be an amount deemed by virtue 
of subsection (3) to be applied in repayment of that 
loan on a date earlier than the actual date of 
repayment; and 

(b) Would not but for the application of this subsection be so 
treated,-

with the approval of the Commissioner that amount shall, 
where the employee elects for the purposes of subsection (3) by 
notice in writmg given to the Commissioner within the time 
within which the employer is required to furnish a return of 
income for the income year in which that employment related 
loan is owed, or within such further time as the Commissioner 
may allow, be deemed for the purposes of this Act to be 
derived by the employee in the income year immediately 
preceding the income year in which that amount would 
otherwise be treated as being derived. 

(6) For the purposes of the FBT rules, the value of any fringe 
benefit, being a benefit that consists of subsidised transport 
provided in any quarter or (where fringe benefit tax is payable 
on an income year basis under section ND 4) income year, by 
any employer, shall be the greater of-
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(a) 25% of the amount that, in relation to the subsidised 
transport so rrovided, is, within the meaning of the 
definition 0 "subsidised transport", the highest 
amount charged by the employer: 

(b) The amount that the employer is so liable to payor has so 
paid for the benefit bemg provided. 

(7) For the purposes of the FBT rules, the value of any fringe 
benefit, being a benefit that consists of a specified insurance 
premium paid in any quarter or (where frfuge benefit tax is 
payable on an income year basis under section ND 4) income 
year, by an employer, shall be equal to the amount that, in 
relation to that specified insurance premium, is the amount of 
the insurance premium paid by the employer. 

(8) For the purposes of the FBT rules, the value of any fringe 
benefit, being a benefit that consists of any contribution to a 
superannuation scheme, or to any fund as specified in 
paragraphs (e) and (~ of the definition of "fringe benefit" in 
section Cl 1, made in any quarter or (where fringe benefit tax is 
payable on an income year basis under section ND 4) income 
year, by an employer, shall be equal to the amount of the 
contribution made by the employer. 

(9) For the purposes of the FBT rules, the value of any fringe 
benefit, being a benefit that consists of the receipt or 
enjoyment of goods provided by any person during any 
quarter, or (where fringe benefit tax is payable on an income 
year basis under section ND 4) income year, shall be,-

(a) Where the goods were manufactured, ~roduced, or 
processed by that person, the lowest pnce for which, 
at the time when the goods were provided to the 
employee, other goods (being, in relation to those 
goods, identical goods) that were manufactured, 
produced, or processed by that person were sold by 
that person, whether by wholesale or retail, to 
purchasers who in relation to that person were, the 
Commissioner is satisfied, at arm's length, (whether 
those purchasers were wholesalers, retailers, or 
members of the general public) in the open market in 
New Zealand in sales freely offered and made on 
ordinary trade terms: 

(b) Where the goods were purchased by that person, or 
where that person paid for the purchase of the goods, 
and the Commissioner is satisfied that that person 
and the person supplying the goods were dealing with 
each other at arm's length in relation to that 
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supplying of those goods, the cost of those goods to 
the person first mentioned in this paragraph: 

(c) Where the person who provided those goods is a comfany 
included in a group of companies, the value 0 the 
fringe benefit shall be, at the option of that person, 
the amount which would be determined by applying 
the provisions of paragraph (a) or, as the case may be, 
paragraph (b) in the manner in which it would be 
applied if the group of companies were one company: 

(d) Where the value of the fringe benefit would, if it were 
determined in accordance with the preceding 
provisions of this subsection, exceed the amount that 
in the opinion of the Commissioner would, if those 
goods had been offered for sale at retail by that 
person at the time when the benefit of which that 
fringe benefit consists was provided to the employee, 
have been paid for the purchase of those goods by a 
member of the general public in the open market in 
New Zealand (that person and the member of the 
general public being at arm's length) in a sale freely 
offered and made on ordinary trade terms, that 
amount. 

(10) For the purposes of the FBT rules, the value of any 
fringe benefit, being a benefit that consists of the receipt or 
enjoyment of services (other than those to which subsection (1) 
or subsection (2) or subsection (6) applies) provided (whether 
directly or indirectly) during any quarter or (where fringe 
benefit tax is payable on an income year basis under section 
ND 4) income year, shall be the amount determined by 
applying the provisions of whichever of the following 
paragraphs first (in relation to the se<J.uence of those 
paragraphs) enables, in relation to the seI'Vlces and to their 
provision by the employer of the employee, the determination 
of an amount: 

(a) Where the services were provided by the employer of the 
emploree where the employer of the employee, as 
part of that employer's business, normally provides 
such services for payment, the price for which, at the 
time when the services were so provided to the 
employee, services identical or similar to those 
services were customarily provided by the employer 
of the employee to a member of the general public in 
the open market in New Zealand on ordinary trade 
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tenns between buyers and sellers independent of 
each other: 

(b) Where the services were provided by or on behalf of the 
employer of the employee, the employer of the 
employee being liable to payor having paid for the 
performing of those services, and the Commissioner 
IS satisfied that the employer of the employee and the 
person performing those services were dealing with 
each other at arm's length in relation to that 
performing of those services, the amount that the 
employer is so liable to payor has so paid: 

(c) Where neither of paragraphs (a) and (b) applies in relation 
to the services and to their provision, directly or 
indirectly, to the employee of the employer, the price 
or fee which, the Commissioner is satisfied, the 
person providing or performing those services to or 
for the employee of the employer would have 
charged a member of the general public had that 
person provided or performed, at the time of the 
provision, identical services, to or for that member of 
the general public, in the open market in New 
Zealand, that providing or that performing being 
freely offered and fulfilled on ordinary trade or 
professional terms between clients and providers or 
performers of services independent of each other. 

(11) Where the Commissioner is satisfied that the value of 
any fringe benefit is unable to be determined under the 
preceding provisions of this section, the value of the fringe 
benefit shall be the amount which the Commissioner 
determines would normally be paid for the receipt of that 
fringe benefit by a member of the general public in the open 
market in New Zealand in a transaction freely entered into on 
ordinary trade terms between buyers and sellers independent 
of each other or, if such amount is unable to be so determined, 
the value of the fringe benefit shall be such amount as the 
Commissioner determines. 

cf. 1976, No. 65, s. 3360 

Cl 4. Taxable value of fringe benefit-( 1) Subject to this 
section, for the purposes of the FBT rules the taxable value of 
any fringe benefit provided by the employer of the employee in 
any quarter or (where fringe benefit tax is payabfe on an 
income year basis under section ND 4) in any income year shall 
be the value of that fringe benefit, reduced by-
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(a) The amount (if any) paid by the employee (or, where 
section GC 15 (1) applies, by the associated person) in 
relation to the quarter or the income year for the 
receipt or enjoyment of that fringe benefit (not being 
an amount paid for the acquisition or improvement 
by the employee or associated person of an asset the 
receipt or enjoyment of which does not constitute the 
fringe benefit), except where the fringe benefit is an 
employment related loan: 

(b) In relation to a motor vehicle which is owned in part by 
the employee (or, where section GC 15 (1) applies, by 
the associated person) and which is not valued by the 
employer under clause 3 of Schedule 2 on a cost price 
or market value that is exclusive of goods and 
services tax, an amount equal to-

(i) Where the employer pays fringe benefit tax on a 
quarterly basis, 2.5%; or 

(ii) Where the employer pays fringe benefit tax on 
an annual basis under section ND 3, 2.5% for each 
quarter within the relevant year during which the 
vehicle was owned in part by the employee or the 
associated person; or 

(iii) Subject to subsections (2) and (3), where the 
employer pays fringe benefit tax on an income year 
basis under section ND 4, 10%,-
of so much of the cost price of the vehicle as is the 
cost price (determined inclusive of goods and services 
tax in accordance with clause 2 (a) and (b) of Schedule 
2) of the vehicle to the employee or the associated 
person: 

(c) In relation to a motor vehicle which is owned in part by 
the employee (or, where section GC 15 (1) applies, by 
the associated person), and which is valued by the 
employer under clause 3 of Schedule 2 on a cost price 
or market value that is exclusive of goods and 
services tax, an amount equal to-

(i) Where the employer pays fringe benefit tax on a 
quarterly basis, a percentage calculated in accordance 
with the following formula: 

2.5 + (2.5 X a) 
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where a is the rate of goods and services tax specified 
in clause 3 (b)(ii) of Schedule 2 as applying in respect 
of the employer and the relevant quarter: 

(ii) Where the employer pays fringe benefit tax on 
an annual basis under section NO 3, a percentage for 
each quarter within the relevant year during which 
the vehicle was owned in part by the employee or the 
associate calculated in accordance with the following 
formula: 

2.5 + (2.5 X a) 

where a is the rate of goods and services tax specified 
in clause 3 (b )(ii) of Schedule 2 as applying in respect 
of the employer- and each relevant quarter: 

(ill) Subject to subsections (2) and (3), where the 
employer pays fringe benefit tax on an income year 
basis under section ND 4, a percentage calculated in 
accordance with the following formula: 

10 + (10 X b) 

where b is the rate of goods and services tax specified 
in clause 3 (b) (ill) of Schedule 2 as applying in respect 
of the employer and the relevant income year of the 
employer,-
of so much of the cost price of the vehicle as is the 
cost price (determined exclusive of goods and services 
tax in accordance with clause 3 (b)(i) of Schedule 2) of 
the vehicle to the employee or the associated person. 

(2) For the purposes of subsection (1)(b), but subject to 
subsection (3), where the vehicle is subject to fringe benefit tax 
on an income year basis under section NO 4, and any period for 
which the employer accounts for fringe benefit tax in relation 
to the vehicle is less or more than a normal income year by 
reason of-

(a) The employer commencing or ceasing business during 
that income year; or 

(b) The employer furnishing a return for a period longer or 
shorter than a normal income year, where the 
employer has elected, with the consent of the 
Commissioner, to furnish a return for the year ending 
with the date of the annual balance of the employer's 
accounts,-
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the amount by which the value of the fringe benefit shall be 
reduced under subsection (1)(b)(iii) shall be an amount 
calculated in accordance with the following formula: 

_a_ X 10% 
365 

where a is the number of days in the period that is less or more 
than a normal income year. 

(3) Where an employee has not been part owner of a vehicle 
for the whole of-

(a) The income year referred to in subsection (1)(b)(iii); or 
(b) The period referred to in subsection (2),-

the amount by which the value of the vehicle shall be reduced 
under the relevant one of those provisions shall be reduced, or 
further reduced, by the proportion that the number of days 
within the income year or period on which the employee was 
not a part owner of the verucle bears to the total number of 
days within that income year or period. 

(4) Where any fringe benefit of the kind referred to in 
paragraph (d) or paragraph (h) of the definition of "fringe 
benefit' in section Cl 1 results from any expenditure incurred 
by an employer in respect of accommodation or transportation 
(not being entertainment) provided for or to an employee, and 
the Commissioner is satisfied that-

(a) That expenditure is incurred in relation to travel 
undertaken by the employee to enable the employee 
to perform the duties of the employee's employment 
and is not incurred directly (whether wholly or in 
part) in respect of or in relation to-

(i) The providing by the employer of the employee, 
to or for the employee, of any period of leave or 
vacation: 

(ii) The taking by the employee of any such period 
of leave or vacation: 

(iii) The providing of any transport for the purposes 
of the providing by the employer of the employee or 
the taking by the employee of any such period of 
leave or vacation; and 

(b) Had the fringe benefit not resulted from that 
expenditure, that expenditure would not have been 
less in amount,-

the taxable value of that fringe benefit shall be nil. 
Cf. 1976, No. 65, s. 336p 
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Cl 5. Exemption for minor unclassified benefits
(1) Where-

(a) An employer provides to an employee in a quarter an 
unclassified benefit; and 

(b) The employer is required to pay fringe benefit tax on a 
quarterly basis in relation to the benefit; and 

(c) The aggregate taxable value of all unclassified benefits 
provided to the employee in the quarter by the 
employer (or by persons associated, at any time in the 
quarter, with the employer) does not exceed $ 7 5,-

the employer shall not be liable to fringe benefit tax with 
respect to the provision to the emfloyee of the benefit unless 
the aggregate taxable value 0 all unclassified benefits 
(including any unclassified benefits in respect of which the 
employer pays fringe benefit tax on an income year basis under 
section ND 4) provided by the employer (or by persons 
associated, at any time in the quarter, with the employer) in the 
quarter to all employees of the employer (or of those associated 
persons) exceeds $450. 

(2) Where-
(a) An employer provides to an employee in a year an 

unclassified benefit; and 
(b) The employer is required under section ND 3 to pay 

fringe benefit tax on an annual basis in relation to the 
benefit; and 

(c) The aggregate taxable value of all unclassified benefits 
provided to the employee in the year by the 
employer (or by persons associated, at any time in the 
year, with the employer) does not exceed $300,-

the employer shall not be liable to pay fringe benefit tax with 
respect to the provision to the emflloyee of the benefit unless 
the aggregate taxable value 0 all unclassified benefits 
(including any unclassified benefits in respect of which the 
employer pays fringe benefit tax on an income year basis under 
section ND 4) provided by the employer (or by persons 
associated, at any time in the year, with the employer) in the 
year to all employees of the employer (or of those associated 
persons) exceeds $1,800. 

(3) Where-
(a) An employer provides an unclassified benefit to an 

employee in-
(i) An income year; or 
(ii) In any case where the period for which the 

employer accounts for fringe benefit tax under 
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section ND 4 is more or less than a normal income 
year by reason of-

(A) The employer commencing or ceasing 
business during that income year; or 

(B) The employer furnishing a return for a 
period longer or shorter than a normal 
IDcome year, where the employer has 
elected, with the consent of the 
Commissioner, to furnish a return for the 
year ending with the date of the annual 
balance of the employer's accounts,-

that other period (referred to in this subsection as the 
"equivalent period"); and 

(b) The employer is required under section ND 4 to pay 
fringe benefit tax on an income year basis in relation 
to the benefit; and 

(c) The aggregate taxable value of all unclassified benefits 
provided to the employee in the income year or 
equivalent period by the employer (or by persons 
associated, at any time in the year or equivalent 
period with the employer) does not exceed $300 (or, 
ID the case of an equivalent period, that figure which 
is the same fraction or multiple of $300 as the 
number of days in the equivalent period is a fraction 
or multiple of 365),-

the employer shall not be liable to pay fringe benefit tax with 
respect to the provision to the employee of the benefit unless 
the aggregate taxable value of all fiinge benefits (including any 
unclassified benefits in respect of which the employer pays 
fringe benefit tax on a quarterly basis or on an annual basis) 
provided by the employer (or by persons associated, at any 
time in the income year or equivalent period, with the 
employer) in the income year or equivalent period to all 
employees of the employer (or of those associated persons) 
exceeds $1,800 (or, in the case of an equivalent period, that 
figure which is the same fraction or multiple of $1,800 as the 
number of days in the equivalent period is a fraction or 
multiple of 365). 

Cf. 1976, No. 65, s. 336s(3), (4), (5) 

Cl 6. Regulations-employment related loans-( 1) The 
Governor-General may, by Order in Council, make regulations 
for all or any of the following purposes: 
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(a) Declaring the rate of interest which IS to apply to 
employment related loans: 

(b) Declaring rates of interest for the periods of 12 
consecutive months ending on 31 March in each of 
the years 1956 to 1985. 

(2) Regulations made under subsection (1)(a) shall apply for 
every quarter commencing not less than one month after the 
date on which that regulation was made. 

(3) Notwithstanding subsection (2), where any regulation 
made under subsection (1)(a)-

(a) Reduces the rate of interest from the rate currently 
prescribed; and 

(b) Is made not less than one month before the expiry of any 
quarter,-

that regulation may apply for that quarter. 
Cf. 1976, No. 65, s. 336w 

Cl 7. Adjustment on amalgamation to exemption for 
minor unclassified benefits-Where any amalgamating 
company ceases to exist on an amalgamation,-

(a) If the amalgamatin~ company pays fringe benefit tax on a 
quarterly basls under section ND 2 and the 
amalgamation occurs during a quarter, section 
Cl 5 (1) shall apply with respect to the amalgamating 
company and the quarter as if the figure of $450 in 
that provision were reduced by the amount 
calculated by multiplying the figure by the following 
fraction: 

a 
b 

where-
a is the number of days in the quarter after the 

amalgamation occurs; and 
b is the number of days in the quarter; and 

(b) If an amalgamated company pays fringe benefit tax on a 
quarterly basis under section ND 2, the 
amalgamation occurs during a quarter, and the 
amalgamated company is a new company established 
on the amalgamation, section Cl 5 (1) shall apply with 
respect to the amalgamated company and the 
quarter as if the figure of $450 in that provision were 
reduced by the amount calculated by multiplying that 
figure by the following fraction: 
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where-
a is the number of days in the quarter before 

the amalgamation occurs; and 
b is the number of days in the quarter; and 

(c) Paragraphs (a) and (b) of this section shall apply to an 
amalgamating company or an amalgamated 
company which pays fringe benefit tax on an annual 
basis under section ND 3 as if any reference in those 
paragraphs-

(i) To section Cl 5 (1) were a reference to section 
CI5 (2); and 

(ii) To a quarter were a reference to a year; and 
(ill) To the figure of $450 were to the figure of 

$1,800. 
Cr. 1976, No. 65, s.191wD(24)(a), (b), (c); 1994, No. 76, 

s.29 

Cl 8. Application of other provisions to fringe benefit 
tax-Subject to the FBT rules, tbe other provisions of this Act 
and of the Tax Administration Act 1994, so far as they are 
applicable and with any necessary modifications, shall apply 
with respect to fringe benefit tax as if it were income tax leVIed 
under section BB 1 of this Act and as if every reference to a 
year of assessment were a reference to a quarter or (where 
fringe benefit tax is payable on an income year basis under 
section ND 4) an income year; but nothing in the FBT rules 
shall be so construed as to include fringe benefit tax in the 
expressions "income tax" or "tax" for the purposes of-

(a) The provisions listed in section OZ 1 (3)(a) to (0) of this 
Act; or 

(b) Sections 121 and 122 of the Tax Administration Act 1994. 
Cf. 1976, No. 65, s. 336y 

Cl 9. Application of fringe benefit tax provisions-The 
FBT rules shall apply to every person, being an employer of an 
employee who has provided a fringe benefit to an employee of 
the employer, notwithstanding that that person or the income 
of that person may be exempt from income tax under this Act 
or any other Act. 

Cr. 1976, No. 65, s. 336R 
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Cl 10. Fringe benefit tax provisions to bind the 
Crown-The FBT rules shall bind the Crown. 

C£ 1976, No. 65, s. 336Q. 

SUBPART J-INDUSTRY,SPECIFIC INCOME 

Ca 1. Income from minerals, timber, or 8ax-( 1) Subject 
to this section, the assessable income of any person shall, for 
the purposes of this Act, be deemed to include all profits or 
gains (including any amounts deemed to have been realised 
under section FB 4 or section CD 1 or section CD 2) derived in 
any income year from-

(a)The extraction, removal, or sale or other disposition of 
any minerals, flax, or timber; or 

(b) The sale or other disposition of any right to take 
timber,-

whether by the owner of the land from or on which the 
minerals, flax, or timber are obtained or situated or by any 
other person, reduced by the cost of those minerals or of that 
flax or timber: 

Provided that in any case where such profits or gains are 
derived in 2 or more income years and an estimated proportion 
of the total cost of the minerals, flax, or timber is claimed as a 
deduction in respect of each of those years, the total amount of 
those deductions in respect of all those years shall not exceed 
the total cost of the minerals, flax, or timber. 

(2) A sale or disposition of land with standing timber on the 
land, except to the extent that the timber is-

(a) Timber comprised in ornamental or incidental trees; or 
(b) Subject to a forestry right (as defined in section 2 of the 

Forestry Rights Registration Act 1983) registered 
under the Land Transfer Act 1952; or 

(c) Subject to a profit a prendre granted before 1 January 
1984,-

shall be deemed to include a sale or other disposition of timber 
for the purposes of this section (whether or not the sale or other 
disposition includes other land or other assets or the land and 
timber are assets of a business), and in every such case-

(d) The Commissioner shall (except to the extent that the 
price or consideration that is attributable to the sale 
or other disposition of the timber is determined 
under section FB 4 or section CD 1 or section CD 2) 
determine the part of the consideration attributable 
to the timber; and 
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(e) The amount so detennmed by the Commissioner (or, 
where appropriate, the amount determined under 
section FB 4 or section CD 1 or section CD 2) shall be 
deemed to be the consideration paid for the timber 
and shall be taken into account under this section-

(i) In calculating the assessable income of the 
person selling or otherwise disposing of the land; and 

(ii) In calculating the cost of the timber to the 
person acquiring the land. 

(3) If any question arises under subsection (2) of this section 
or under section FB 4 or section FF 7 or section CD 1 or section 
CD 2 as to whether trees on any land or on part of any land are 
of an ornamental or incidental nature, a certificate of a duly 
authorised officer of the Ministry of Forestry, or a certificate of 
any other person who the Commissioner is satisfied is suitably 
qualified to certify, as to the nature of those trees or a specified 
area of those trees, shall be final and conclusive evidence for 
the purposes of that subsection or those sections. 

C£ 1976, No. 65, s. 74 (2)(b), (5) 

CJ 2. Income derived from films-( 1) In calculating the 
assessable income derived in any income year by any taxpayer 
who is a film owner, there shall be included all income from a 
film derived by the taxpayer in that income year. 

(2) In this section, "income from a film", in relation to a film 
owner and to any film, means any income derived by the film 
owner from the sale, use, rental, or other exploitation of the 
film; and includes-

(a) Any amount received or receivable by the film owner as 
consideration for the use of, or the right to use, the 
film or any right or interest in a right in the film; and 

(b) Any amount received or receivable by the film owner as 
consideration for the granting of any licence in 
respect of any future right in the film; and 

(c) Any amount received or receivable by the film owner as 
consideration in respect of the disposal of the whole 
or any part of any right or interest in any right in the 
film, or in respect of the assignment of any right or 
any interest in any right, or in respect of the 
assignment of any right to derive income from the 
use of such a right or interest. 

Cf. 1976, No. 65, s. 2248 
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CJ 8. Income from disposal of petroleum mining 
assets-Subject to section 91 (2) of the Tax Administration Act 
1994, the consideration received by a petroleum miner from 
the disposal of a petroleum mining asset or the disposal of 
exploratory material shall be assessable income to the 
petroleum miner in the year the consideration is derived. 

C£ 1976, No. 65, s. 214H (1) 

CJ 4. Petroleum mining farm-in expenditure not 
assessable income of farm-out party-( 1) Notwithstanding 
section CJ 3 or any other provision of this Act, no farm-in 
expenditure incurred by a farm-in party under a farm-out 
arrangement shall constitute assessable income to the farm-out 
party. 

(2) Where any arrangement entered into before 16 
December 1991 was a farm-out arrangement within the 
meaning of section 214n of the Income Tax Act 1976 (as that 
section was in force before its repeal by section 15 of the 
Income Tax Amendment Act (No. 5) 1992), then, 
notwithstanding anything in this Act, any excess expenditure 
(as defined in that section 214n as previously in force) in 
relation to that farm-out arrangement, whether incurred 
before, on, or after 16 December 1991, shall not constitute 
assessable income to the transferor (as so previously defined). 

C£ 1976, No. 65, s. 2141 (2), (3)(a) 

CJ 5. Consideration for damaged permit specific 
petroleum asset-Any consideration for damage to a permit 
specific asset shall be assessable income in the income year the 
consideration is derived by the petroleum miner. 

C£ 1976, No. 65, s. 214J (1) 

CJ 6. Income from sale of shares or trust interests in 
controlled petroleum mining entity-( 1) Any consideration 
derived from the disposition of shares or trust interests in a 
controlled petroleum mining entity shall be assessable income 
to the person disposing of the shares or trust interests. 

(2) This section shall not apply to a disposition of shares or 
trust interests where that disposition, together with all other 
dispositions in the controlled petroleum mining entity made by 
the person disposing of the shares or trust interests during the 
preceding 2 income years, comprises less than 10% of the 
person's shares or trust interests in the entity calculated in the 
year of the disposition. 
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(3) For the purposes of this section, persons associated with 
each other shall De deemed to be one person. 

Cr. 1976, No. 65, S. 214K (1), (3), (5) 

CJ 7. Application of certain petroleum mining 
provisions-( 1) Except as otherwise expressly provided, 
sections CJ 3 to CJ 6 of this Act, and section 91 of the Tax 
Administration Act 1994, shall apply to-

(a) Assessable income derived from the disposal of shares or 
trust interests in controlled petroleum mining entities 
on or after 1 October 1990, but only to the extent of 
the difference between the consIderation derived 
from such disposal and the market value of each such 
share or interest on 1 October 1990; and 

(b) Assessable income derived from the disposal of petroleum 
mining assets on or after 1 October 1990. 

(2) For the purposes of determining the amount of 
consideration that is derived by a person under section CJ 6, 
every holder of a share or trust interest to which that section 
applies shall determine the market value, as at 1 October 1990, 
of such shares or interest held by that holder on that date. 

Cr. 1976, No. 65, S. 214N (1)(b), (c), (3) 

SUBPART K-ENTITY-SPECIFIC INCOME 

CK 1. Group profits deemed assessable income
Where-

(a) Two or more companies are members of the same wholly
owned group of companies for any income year; and 

(b) Any profit or gain derived in that income year by any 
company in the group would not, but for this section, 
be assessable income of that company but, if the 
wholly-owned group of companies were one 
company, would have been assessable income of the 
last-mentioned company,-

that profit or gain shall be deemed to be assessable income of 
the first-mentioned company. 

Cr. 1976, No. 65, s_ 191 (6) 

CK 2. Energy trading operators-For the purposes of this 
Act, the assessable income of an energy trading operator shall 
be deemed-

(a) To include (subject to paragraph (b)) investment income 
derived by the specified local authority that, in its 
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capacity as a supplier of energy, is the energy trading 
operator from fi..m.ds that-

(i) Have arisen from the activities of the energy 
trading operator, whether before or after the 
commencement of this section; or 

(ii) Are assessable income of the energy trading 
operator: 

(b) Not to include investment income derived by the specified 
local authority that, in its capacity as a supplier of 
energy, is the energy trading operator from funds 
that-

(i) Have arisen from the activities of the energy 
trading operator, whether before or after the 
commencement of this section; or 

(ii) Are assessable income of the energy trading 
operator-
to the extent that those funds-

(iii) Are not used by the energy trading operator; 
and 

(iv) Have been passed by the energy trading 
operator to the specified local authority as a virtual 
distribution of profits: 

(c) To include income derived-
(i) From any sinking fund in respect of the debt of 

the energy trading operator; or 
(ii) From any depreciation sinking fund in respect 

of any asset of the energy trading operator: 
(d) Not to include any rate levied on occupiers ofland as such 

by an energy supply authority or a specified local 
authority, being a rate levied for any purposes 
relating to the supply of energy, except to the extent 
that the rate is levied to meet any expenditure or loss 
incurred by the energy supply authority or, as the 
case may be, the company that, in relation to the 
specified local authority, is an energy trading 
operator, that is deductible in calculating the 
assessable income in any income year of the energy 
supply authority or the company. 

Cf. 1976, No. 65, s. 197c (7) 

CK S. Primary producer co-operative companies
(1) Where in any income year a primary producer co-operative 
company sells or otherwise disposes of any asset (other than 
trading stock), being an asset that was a qualifying asset within 
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the meaning of section 200 (1) of the Income Tax Act 1976 (as 
that section was in force before its repeal by section 41 (1) of 
the Income Tax Amendment Act (No. 5) 1988), such amount as 
the Commissioner considers to be equitable in respect of the 
proceeds of that sale or other disposition, having regard to any 
deduction allowed under that section (as so previously in force) 
in relation to that asset, shall be deemed to be assessable 
income derived by that company in that income year. 

(2) Where in any income year there is paid to a shareholder 
of a primary producer co-operative company-

(a) On the surrender of any of the shareholder's shares in 
that company, any amount in excess of the available 
subscribed capital per share of those shares; or 

(b) On the liquidation of that company, any amount in excess 
of the available subscribed capital per share of the 
shareholder's shares in that company-

so much of the excess as the Commissioner considers to be 
attributable to any increase in the value of the assets of the 
company caused by the application or appropriation by the 
company of any amount in respect of which a deduction has 
been allowed under section 200 (4) of the Income Tax Act 1976 
(as so previously in force) shall be deemed to be assessable 
income derived by that shareholder in that income year. 

(3) In this section, "primary producer co-operative company" 
means a company that, as at the beginning of the 1988-89 
income year, was a primary producer co-operative company 
within the meaning of section 200 (1) of the Income Tax Act 
1976 (as that section was in force before its repeal by section 
41 (1) of the Income Tax Amendment Act (No. 5) 1988). 

Cf. 1976, No. 65, s. 197c; 1994, No. 76, s. 33 

CK 4. Crown Research Institutes-(I) For the purposes of 
this Act, any payment received by a Crown Research Institute 
for the purpose of producing public good science outputs 
within the meaning of section 2 of the Foundation for 
Research, Science, and Technology Act 1990 is deemed to be 
assessable income. 

(2) For the purposes of section CB 4 (1)(b), a Crown Research 
Institute is not a society or association of the type referred to in 
that section. 

Cf. 1976, No. 65, s. 197J 

G-9 
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SUBPART L-SUPERANNUATION SCHEME INCOME 

CL I. Specified superannuation contributions not to 
be assessable income of fund-Notwithstanding anything in 
this Act, no specified superannuation contribution shall be 
included in the assessable income of the trustees of the 
superannuation fund to whom that specified superannuation 
contribution is made. 

Cf. 1976, No. 65, s. 336zE 

CL 2. Trustee income-Notwithstanding any other 
provision of this Act, where any funds of a superannuation fund 
are invested in a policy of life insurance issued in New Zealand, 
any payment in respect of that policy derived by the trustee of 
the fund shall be deemed not to be assessable income of the 
trustee. 

Cf. 1976, No. 65, s. 228 (2B) 

SUBPART M-LIFE INSURER INCOME 

CM 1. Assessable income of life insurers-For the 
purpose of assessing income tax payable under this Act and the 
Tax Administration Act 1994 by any life insurer,-

(a) The assessable income derived or loss incurred by the life 
insurer in any year in carrying on the business of 
providing life insurance shall be determined in 
accordance with sections CM 3 to CM 14, CN 3, 
CD 7, CD 8, and OE 3; and 

(b) The life insurer shall, in addition to any other amount of 
assessable income derived or loss incurred in any 
year, be deemed in respect of benefits accruing to 
policyholders to derive an amount of assessable 
mcome, or to incur a loss, determined in accordance 
with sections CM 15 to CM 17, DK 3, 11 1, and 11 2. 

Cf. 1976, No. 65, s.204A 

CM 2. Business of life insurance may include 
provision of annuity-For the purposes of the life insurance 
rules and section CB 9 (~, where any person (in this subsection 
called the "first person ')-

(a) Provides to any other person for consideration an annuity 
for a term not contingent upon human life; and 

(b) At the time when the first person entered into the 
agreement to provide that annuity, the first person 

G-9* 
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was canymg on the business of providing life 
insurance,-

the provision of that annuity shall be treated as if it were the 
provision of life insurance. 

Cf. 1976, No. 65, s. 204 (2) 

CM S. Calculation of life insurer base income or 1088-

Subject to sections CM 4 to CM 14, CN 3, CD 7, CD 8, and 
OE 3, the assessable income derived or loss incurred by a life 
insurer in any income year in carrying on the business of 
providing life insurance shall be deemed to be equal to the 
amount calculated in accordance with the following formula: 

i+u-e 

where-
1 is the aggregate of all amounts of assessable income 

(calculated in accordance with the provisions of this Act, 
and before taking into account any deductions or 
allowances permitted under this Act) derived by the life 
insurer in that income year from carrying on that 
business, other than the amount of any-

(a) Premium; or 
(b) Claim with respect to any policy of life 

reinsurance; or 
(c) Underwriting income; or 
(d) Policyholder income; and 

u is the underwriting income derived by the life insurer in 
that income year from c~g on that business, being 
the aggregate, in respect of that business and that 
income year, of-

(a) The mortality profit (calculated in accordance with 
section CM 5); 

(b) The premium loading (calculated in accordance 
with section CM 6); and 

(c) The discontinuance profit (calculated in 
accordance with section CM 7); and 

e is the aggregate of all such amounts of expenditure or 
loss incurred by the life insurer and allowances available 
to the life insurer in that income year in carrying on 
that business as are deductible in calculating the 
assessable income of the life insurer in accordance with 
the provisions of this Act, other than any-

(a) Premi~ with respect to any policy of life 
remsurance; or 
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(b) Expenditure or loss being claims or amounts 
credited to holders of policies in the actuarial 
reserves of the life insurer. 

C£ 1976, No. 65, s. 2048 

CM 4. Adjustment for superannuation policies in 
respect of prorerty acquired before 1 April 1988-( 1) For 
the purposes 0 section CM 3, in detennining the assessable 
income derived or loss incurred by any life insurer in any 
income year in c~g on a business of providing life 
insurance (being a life insurer that first commenced carrying on 
such a business on or before the last day of the 1988-89 income 
year), there shall be deducted an amount calculated in 
accordance with the following formula: 

where-

a 
l)Xc 

a is the amount of so much of the liabilities of the life 
insurer in respect of policies of life insurance at the 
last day of the 1987-88 income year as, in the 
opinion of the Commissioner, relate to-

(a) Superannuation policies included in the Life 
Insurance Fund of the life insurer; and 

(b) Specified mortgage repayment insurance 
policies included in that Fund; and 

(c) Annuities granted included in that Fund; and 
b is the amount of the liabilities of the life insurer in 

respect of policies of life insurance at the last day of 
the 1987-88 income year; and 

c is the amount, or aggregate amount, in respect of 
property (other than property whose cost of 
acquisition has been taken into account in calculating 
the assessable income of the insurer for any income 
year other than by way of a deduction in respect of 
the depreciation of that asset or under the accruals 
rules) sold or disposed of by the life insurer in the 
income year first referred to in this subsection (being 
property acquired before 1 April 1988) ascertained as 
follows: 

(a) In respect of any such property acquired on or 
before the last day of the 1982-83 income 
year, the amount shall be the amount 
obtained by subtracting from the market 
value of that property on 1 April 1988 the 
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specified base cost for 1983 income year 
property; and 

(b) In respect of any such property acquired after 
th.e end of the 1982-83 income year, the 
amount shall be,-

(i) Where the property is not a financial 
arrangement, the amount obtained by subtracting 
from the market value of the property on 1 April 
1988 the cost price or acquisition value of the 
property: 

(ii) Where the property .is a financial 
arrangement, an amount equal to the amount that 
would be the base price adjustment of the 
property, calculated in accordance with section 
EH 4 (1), if the property had matured on 1 April 
1988. 

(2) This section shall not apply in the case of any sale or other 
disposal of property to which section CM 10 (3) applies. 

Cf. 1976, No. 65, s. 204E 

CM 5. Calculation of mortality profit-(I) For the 
purposes of section CM 3, the mortality profit derived by a life 
msurer in any income year from the business of providmg life 
insurance shall, subject to this section, be deemed to be equal 
to the amount calculated by aggregating, with respect to each 
life insured under each policy of life insurance in existence at 
the beginning of that income year for which the life insurer is 
the insurer, the amount calculated in accordance with the 
following formula: 

where-
(q X (sO - vO)) - (sI - vO) 

q is the probability of a claim becoming payable on 
death of that life insured under that po1icy during 
that income year, expressed as a decimal and 
determined at the beginning of that income year in 
accordance with the mortality assumptions referred 
to in section CM 8; and 

sO is the claim (including a nil amount) payable 
contingent upon death of that life insured under that 
policy determined at the beginning of that income 
year; and 
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vO is the amount in the actuarial reseIVes of the life 
insurer in respect of that life insured under that 
policy determined at the beginning of that income 
rear; and 

sI lS-

(a) In any case where death of that life insured has 
occurred-

(i) During that income year; or 
(ii) During a previous income year (being the 

1990-91 or any subsequent income year), and the 
amount of the claim payable has not been included 
in this item in calcufating mortality profit for any 
such previous income year,-

the claim (including a nil amount) payable contingent 
upon that death under that policy; or 

(b) In any other case, an amount equal to item vO. 
(2) Where in respect of any policy there is more than one life 

insured, the life insurer may at the life insurer's option, for the 
purposes of applying the fonnula set out in subsection (1), use 
as ltem q a common factor in respect of each of the lives 
insured under that policy, provided that the common factor is a 
reasonable approximation of the average probability of a claim 
becoming payable on death of the lives insured under that 
policy, weighted where necessary to take account of differing 
claims payable and actuarial reseIVes held in respect of 
individual lives insured. 

(3) In any case where a life insurer commences during any 
income year to carry on a business of providing life insurance, 
for the purposes of calculating the mortality profit of the life 
insurer for that income year-

(a) The fonnula set out in subsection (1) shall be applied to 
each life insured under each policy of life insurance 
for which the life insurer is the insurer that is in 
existence at any time during that income year; and 

(b) Each reference in items q and sO of the fonnula to the 
beginning of the income year shall be deemed to be a 
reference to the date upon which the policy is entered 
into; and 

(c) The reference in item vO of the fonnula to the beginning 
of the income year shall be deemed to be a reference 
to the end of the income year. 

(4 ) For the purposes of this section in respect of any life 
insurer, in any case where and to the extent to which in any 
income year a policy provides for payment of an annuity the 
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commencement of which is contingent upon death of a life 
insured,-

(a) A claim shall be deemed to be payable on death of that 
life insured; and 

(b) The amount of that claim shall be deemed to be equal to 
the amount, determined on the assumption that the 
death occurred at the beginning of that income year 
and in accordance with the same interest, mortality, 
and other assumptions and bases of calculation as are 
used to calculate the actuarial reserves of the life 
insurer in respect of that income year, which is the 
net present value (determined at the beginning of 
that income year) of the annuity. 

(5) In respect of any income year and <Ply life insured Wlder 
a policy, the mortality profit shall never be less than zero, 
except in any case where-

(a) Death of the life insured has occurred
(i) During that income year; or 
(ii) During a previous income year (being the 

1990-91 or any subsequent income year) and the 
amount of the claim payable contingent up?n that 
death has not been incfuded in item si of the formula 
set out in subsection (1) in calculating mortality profit 
for any such previous income year; or 

(b) Where and to the extent to which the benefits from that 
policy are an annuity in the course of payment at any 
time during that income year. 

Cf. 1976, No. 65, s. 204F 

CM 6. Calculation of premium loading-(I) For the 
pl!fPoses of section CM 3, the f>remium loading derived by a 
life insurer in any income year from the business of providing 
life insurance shall, subject to this section, be deemed to be 
equal to the amount calculated by aggregating, with respect to 
each life insured under each policy of life insurance in eXIstence 
at the beginning of that income year for which the life insurer 
is the insurer, the amount calculated-

(a) In the case of any policy not being a policy to the extent 
to which the benefits from that policy are an annuity 
in the course of payment at any tune during that 
income year, in accordance with the following 
formula: 

0.2 X q X (sO - vO) 
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(b) In the case of any policy to the extent to which the 
benefits from that policy are an annuity in the course 
of payment at any time during that income year, in 
accordance with the following fonnula: 

0.01 X q X vO 
where in each fonnula-

q is the probability of a claim becoming payable on the 
death of that life insured under that policy during that 
income year expressed as a decimal and determined at 
the begmning of that income year in accordance with 
the mortality assumptions referred to in section CM 8; 
and 

sO is the claim (including a nil amount) payable under that 
policy that is contingent only upon death of that life 
msured or, if there is no such amount, survival of that 
life insured to a specified date or age, determined at the 
beginning of that income year; and 

vO is the amount in the actuarial reserves of the life insurer 
in respect of that life insured under that policy 
determined at the beginning of that income year. 

(2) Where in respect of any policy there is more than one life 
insured, the life insurer may at the life insurer's option, for the 
purposes of applying the appropriate fonnula set out in 
subsection (1), use as item q a common factor in respect of each 
of the lives insured under that policy, provided that the 
common factor is a reasonable approximation of the average 
probability of a claim becoming payable on death of the lives 
msured under that policy weighted where necessary to take 
account of differing claims payable and actuarial reserves held 
in respect of individual lives insured. 

(3) In any case where a life insurer commences during any 
income year to carry on a business of providing life insurance, 
for the purposes of calculating the premium loading of the life 
insurer in respect of that income year-

(a) The fonnula set out in subsection (1) shall be applied to 
each life insured under each policy of life insurance 
for which the life insurer is the insurer that is in 
existence at any time during that income year; and 

(b) Each reference in items q and sO of the fonnula to the 
beginning of the income year shall be deemed to be a 
reference to the date upon which the policy is entered 
into; and 
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(c) The reference in item vO of the formula to the beginning 
of the income year shall be deemed to be a reference 
to the end of the income year. 

(4) For the purposes of this section in respect of any life 
insurer, in any case where and to the extent to which in any 
income year a policy provides for payment of an annuity the 
commencement of wruch is contingent upon death of a life 
insured-

(a) A claim shall be deemed to be payable on death of that 
life insured; and 

(b) The amount of that claim shall be deemed to be equal to 
the amount, determined on the assumf>tion of death 
of the life insured at the beginning of that income 
year and in accordance with the same interest, 
mortality, and other assumptions and bases of 
calculation as are used to calculate the actuarial 
reserves of the life insurer in respect of that income 
year, which is the net present value (determined at 
the beginning of that income year) of that annuity. 

(5) For the purposes of this section in respect of any life 
insurer, in any case where and to the extent to which in any 
income year a policy provides for payment of an annuity 
commencing upon survival of the life insured to a specified date 
or age,-

(a) A claim shall be deemed to be payable on death of that 
life insured; and 

(b) The amount of the claim shall be deemed to be equal to 
the amount which is the net present value of that 
annuity, determined at that specified date or age, on 
the assumption of the survival of the life insured to 
that specified date or age and in accordance with the 
same interest, mortality, and other assumptions and 
bases of calculation as are used to calculate the 
actuarial reserves of the life insurer in respect of that 
income year. 

(6) The premium loading in any income year shall never be 
less than zero for any life insured under any policy. 

Cf. 1976, No. 65, s.204c 

CM 7. Calculation of discontinuance profit-(1) For the 
purposes of section CM 3, the discontinuance profit derived by 
a life insurer in any income year from the business of providing 
life insurance shall, subject to this section, be deemed to be 
equal to the amount calculated by aggregating, with respect to 
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each policy of life insurance that was in existence at any time 
during t~at income year as a policy for which the life insurer 
was the msurer,-

(a) In any case where-
(i) That policy was in existence at the beginning of 

that income year; and 
(ii) The policy wholly or partly terminates during 

that income year, or where in respect of the policy a 
claim is paid during that income year, in either case 
for any reason other than the death of the life insured 
or survival of the life insured to a specified date or 
age,-
the amount calculated in accordance with the 
follOWing formula: 

va - vb - sv 
where-

va is the amount in the actuarial reserves of 
the life insurer in respect of that policy, 
determined immediately prior to the time 
of termination or the time the claim is 
payable (as the case may be) and calculated 
using the same interest, mortality, and 
other assumptions and bases of calculation 
as were used to calculate for the purposes 
of this Act the actuarial reserves of the life 
insurer in respect of that policy determined 
at the beginning of that year; and 

vb is the amount in the actuarial reserves of 
the life insurer in respect of that policy, 
determined immediately after the time of 
termination or the time the claim is payable 
(as the case may be) and having regard to 
the termination or claim and calculated 
using the same interest, mortality, and 
other assumptions and bases of calculation 
as were used to calculate for the purposes 
of this Act the actuarial reserves of the life 
insurer in respect of that policy determined 
at the beginning of that income year; and 

sv is the amount (including a nil amount) 
payable by the life insurer upon such 
termination of the policy or the claim (as 
the case may be): 

(b) In any case where-
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(i) That policy was not in existence as at the 
beginning of the income year; and 

(ii) The policy terminates during that income year 
for any reason other than death of the life insured or 
survival of the life insured to a specified date or 
age,-
the amount calculated in accordance with the 
following formula: 

where
p - sv 

p is the aggregate of any premiums paid in 
respect of that policy and of the existence of 
that policy prior to such termination; and 

sv is the amount (including a nil amount) payable 
by the life insurer upon such termination. 

(2) The discontinuance profit in any income year shall never 
be less than zero for any policy. 

ef. 1976, No. 65, s. 204H 

CM 8. Calculation of actuarial reserves-(I) For the 
f>urposes of the life insurance rules, and subject to this section, 
the actuarial reserves at any time of any life insurer, whether in 
respect of the whole of the life insurer's business of providing 
life insurance or in respect of anyone or more policies of lite 
insurance for which the life insurer is the insurer, shall be 
calculated by an actuary using such interest, mortality, and 
other assumptions and bases of calculation as are-

(a) Based upon the same principles as those used in the 
actuarial advice ueon whiCh is calculated the level of 
surplus funds available for allotment or payment to 
shareholders or holders of policies or (in the case of a 
superannuation scheme) allotment to other objects of 
the scheme; and 

(b) In conformity with commercially acceptable practice; and 
(c) Likely to produce a reasonable estimation of the future 

expenence of the life insurer with respect to policies 
of life insurance for which the life insurer is the 
insurer, having regard to the past experience (if any) 
of the life insurer in carrying on that business. 

(2) For the purposes of this section,
(a) The actuarial reserves-

(i) In respect of any policy at any time shall never 
be less than zero; and 
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(ii) Aggregated at any time in respect of all policies 
for which that life insurer is the insurer at that time 
shall never be less than the aggregate surrender 
values at that time of those policies: 

(b) In respect of any income year and each policy for which a 
life insurer is the insurer which was in existence at the 
end of the immediately preceding income year, the 
actuarial reserves at the beginning of that income 
year shall be equal to the actuarial reserves at the end 
of the immediately preceding income year: 

(c) The actuary responsible for actuarial control of the life 
insurer shall provide with the life insurer's return of 
income for any income year, in such form as the 
Commissioner may require, a declaration stating-

(i) The specific interest, mortality, and other 
assumptions and bases of calculation applied in 
determination of the life insurer's assessable income 
for that income year; and 

(ii) That such assumptions and bases of calculation 
meet the requirements of this section. 

(3) The Commissioner may seek the advice of the 
Government Actuary or any other actuary with respect to 
interest, mortality, and other assumrtions and bases of 
calculation used for the purposes 0 this section, or of 
section CM 13 (1) (d), and the Commissioner may, whether or 
not the Commissioner has sought or obtained such advice, 
make assessments in respect of a life insurer and any income 
year on the basis of interest, mortality, and other assumptions 
and bases of calculation different from those used by the 
actuary acting on behalf of the life insurer. 

Cf. 1976, No. 65, s. 2041 

CM 9. No double deductions-Where-
(a) Any life insurer is required to calculate the assessable 

income derived or loss incurred by the life insurer in 
any year in carrying on the business of providing life 
insurance in accordance with section CM 3; and 

(b) Any amount of expenditure or loss incurred by the life 
insurer or allowance available to the life insurer in 
that income year is included in the total of item e of 
the formula set out in that section,-
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no deduction shall be made in calculating the assessable income 
derived by the life insurer in respect of that amount except ~in 
accordance with that section. 

ef. 1976, No. 65, s. 2041 

CM 10. Profit or loss on disposal of property-(I) For 
the purposes of section CM 3 but subject to section DJ 1 (b), the 
amounts of assessable income derived or loss incurred by a life 
insurer in any income year from carrying on the business of 
providing life insurance shall include any profits or gains 
derived or losses incurred by the life insurer in that income 
year on the sale or other disposal of any property of that 
business, subject to subsections (2) and (3) ascertained as 
follows: 

(a) In any case where the property was aCCJ.uired on or before 
the last day of the 1982-83 mcome year, by 
calculating the amount of the difference between-

(i) The consideration received or receivable on the 
sale or other disposal of the property, including, in 
the case of property which is a fuiancial arrangement 
to which the accruals rules would apply but for the 
application of paragraphs (a), (b), and (d) of section 
EH 9, any amounts received by the life insurer at any 
time after 1 April 1982 as repayment or partial 
repayment of that financial arrangement; and 

(ii) The specified base cost for 1983 income year 
property: 

(b) In an}" other case, by calculating the amount of the 
difference between-

(i) The consideration received or receivable on the 
sale or other disposal of the property, including, in 
the case of property which is a fuiancial arrangement 
to which th.e accruals rules would apply but for the 
application of any of paragraphs (a), (b), and (d) of 
section EH 9, any amounts received by the life insurer 
at any time as repayment orlartial repayment of 
that financial arrangement; an 

(ii) The cost price or acquisition value of that 
property. 

(2) Subsection (1)(a) and (b) shall not apply to ascertain the 
amount of profit or gain derived or loss incurred in the case of 
any sale or other disposal of property which is-

(a) A financial arrangement; or 
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(b) Property where the cost of acquisition of that property 
has been taken into account (other than by way- of a 
deduction in respect of the depreciation of the 
property) in calculating the assessable income of the 
life insurer for any income year. 

(3) Subsection (1)(a) and (b) shall not apply to ascertain the 
amount of profit or gain derived or loss incurred in the case of 
any sale or other disposal of property where-

(a) The property consists of land or buildings acquired on or 
Defore the last day of the 1989-90 income year, and 
is not property to which subsection (2) applies; and 

(b) If that property had been disposed of at a profit on or 
before the last day of the 1989-90 income year, that 
profit would have been a capital profit or gain and 
not a profit on disposal of an investment subject to 
income tax in accordance with section 204 of the 
Income Tax Act 1976 (as that section was in force 
before its repeal. and substitution by section 13 (1) of 
the Income Tax Amendment Act (No. 2) 1990),-

and any profit or gain derived or loss incurred on the sale or 
other disposal of that property shall instead be ascertained by 
calculating the difference between-

(c) The amount of the consideration received or receivable on 
the sale or other disposal of the property; and 

(d) The market value of the property on the last day of the 
1989-90 income year. 

(4) For the purposes of section CM 3, the amount of 
assessable income derived by a life insurer by virtue of the 
application of section EG 19 on sale or other disposal of an 
asset shall be calculated on the basis that the value to which 
that asset has or would have been reduced by the allowance of 
deductions in respect of the depreciation of that asset shall be 
equal to the cost price or acquisition value of that asset less all 
such deductions. 

C£ 1976, No. 65, s. 204c 

CM 11. Certain property not trading stock-Where in 
carrying on a business of providing life insurance any life 
insurer acquires or holds any property, being property that is 
either-

(a) A financial arrangement to which the accruals rules would 
apply but for the application of any of paragraphs (a), 
(b), and (d) of section EH 9; or 

(b) An excepted financial arrangement,-
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then, for the purposes of this Act (with the exception of section 
GD 7) and tbe calculation of the life insurer's assessable 
income, that property shall be deemed not to be trading stock 
and any expenditure or loss incurred in acquiring that property 
shall be deemed to be capital (but without limiting the ability of 
the life insurer to take such expenditure or loss in acquiring 
that property into account when calculating in accordance with 
section CM 10 any profit or gain derived or loss incurred on 
sale or other disposal of that property). 

Cf. 1976, No. 65, s.204K 

CM 12. Full reinsurance-Notwithstanding any other 
provision of the life insurance rules, where any life insurer in 
any income year is the holder of anyone or more policies of life 
reinsurance that-

(a) Are offered or entered into in New Zealand (whether or 
not executed in New Zealand and whether or not the 
insurer under the policy of reinsurance is resident in 
New Zealand, has a fixed establishment in New 
Zealand, or has an agent in New Zealand); and 

(b) Fully relieve or fully secure the life insurer against all 
liability to provide in that income year benefits 
contingent upon the death or survival of human 
beings assumed by the life insurer-

(i) As part of that life insurer's business; or 
(ii) In the case of a life insurer not resident in New 

Zealand, as part of that life insurer's business to the 
extent to which that business consists of or relates to 
anyone or more policies of life insurance for which 
that life insurer is the insurer which were offered or 
entered into in New zealand (whether or not 
executed in New Zealand and whether or not the life 
insurer has a fixed establishment in New Zealand or 
has an agent in New Zealand),-

the life insurer shall be deemed for the purposes of this Act in 
respect of that income year not to carry on the business of 
providing life insurance; and in calculating the income derived 
or loss incurred by the life insurer in accordance with the 
provisions of this Act in respect of that income year-

(c) Claims and, with respect to any policy of life reinsurance, 
premiums payable by the life insurer shall not be 
deductible; and 
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(d) Premiums and, with respect to any policy of life 
reinsurance, claims receivable by the life insurer shall 
not be assessable. 

Cf. 1976, No. 65, s. 204N 

CM 18. Partial reinsurance-(I) Notwithstanding any 
other provision of sections CM 1 to CM 14 and section CN 3, 
where any life insurer is the holder of anyone or more policies 
of life reinsurance offered or entered into in New Zealand 
(whether or not executed in New Zealand and whether or not 
the insurer under the policy of life reinsurance is resident in 
New Zealand, has a fixed establishment in New Zealand, or has 
an agent in New Zealand),-

(a) For the purposes of sections CM 5 and CM 6, the claim 
payable at any time upon death of the life insured 
under the relevant policy of insurance referred to in 
those sections shall be reduced by any claim 
receivable at that time upon such death under any 
such policy of life reinsurance; and 

(b) For the purposes of section CM 6, the claim payable 
during any period upon continuing survival of the life 
insured under the relevant policy of life insurance 
referred to in that section shall be reduced by any 
claim receivable during that period upon such 
survival under any such policy of life reinsurance; and 

(c) For the purposes of section CM 7,-
(i) The aggregate premiums receivable in respect of 

relevant policies of life insurance referred to in that 
section during any income year shall be reduced by 
the aggregate amount of any premiums payable by 
the life insurer durin~ that income year as holder of 
any such policies of life reinsurance; and 

(ii) The claim rayable upon termination of the 
relevant policy 0 life insurance referred to in that 
section shall be reduced by the claim receivable upon 
such termination under any such policy of life 
reinsurance; and 

(d) For the purposes of section CM 8, the actuarial reserves at 
any time of the life insurer shall be reduced by such 
amount as the actuary responsible for actuarial 
control of the life insurer considers appropriate 
h~ving regard to the nature of such policies of life 
remsurance. 
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(2) Where a life insurer is a life insurer to which section CN 3 
applies, subsection (1) shall apply as if the only such policies of 
life reinsurance of which the life insurer is the holder were 
those policies of life reinsurance which relate exclusively to 
policies of life insurance offered or entered into by the life 
msurer in New Zealand (whether or not executed in New 
Zealand and whether or not the life insurer has a fixed 
establishment or agent in New Zealand). 

C£ 1976, No. 65, s. 2040 

CM 14. Mutual associations and trusts-Where and to 
the extent that any person, whether that person is a body, an 
association of persons, a trustee, or otherwise, provides to 
another person for consideration (other than natural love and 
affection and whether that consideration is provided by that 
other person or some third person) benefits contingent upon 
the death or survival of a human being or beings (not being 
benefits of the type referred to in paragraphs (a) and (b) of the 
definition of "life- insurance"),-

(a) For the purposes of this Act, the person shall be deemed 
to be carrying on a business of providing life 
insurance; and 

(b) Section HF 1 shall not apply in respect of that business of 
that person; and 

(c) For the purposes of this Act, any policy of life insurance 
entered into by the person shall be deemed to be 
entered into with an unrelated third party, and no 
regard shall be had to whether any other party to the 
policy is a member of an association bemg the 
person, or a beneficiary of the trust of which the 
person is the trustee, or otherwise related to the 
person. 

C£ 1976, No. 65, s. 204p 

CM 15. Policyholder base income or 1055-( 1) Subject to 
sections CM 16, CM 17, DK 3, 11 1, and 11 2, every life insurer 
shall, in addition to any other amount of assessable income 
derived or loss incurred by the life insurer, be deemed in 
respect of any year in which it carries on the business of 
providing life insurance to derive an amount of assessable 
policyholder income or to incur a policyholder loss equal to an 
amount calculated in accordance with the following formula: 

(c + (vI X vO) - (p - u)) 
(1 - r) 
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Income Tax 1994, No. 164 

c is the aggregate of-
(a) All claims first due and payable by the life insurer 

in that income year; and 
(b) All claims due and payable by the life insurer in 

any previous income year, to the extent to 
which such claims relate to deaths or other 
contingencies which have occurred or been 
satisfied in a previous income year (being the 
1990-91 or a subsequent income year) and 
the amount of the claims have not been 
included in this item of the calculation of 
policyholder income or policyholder loss for 
any such rrevious income year; and 

v 1 is the aggregate 0 the actuarial reserves of the life 
insurer in respect of all policies of life insurance for 
which the life insurer is the insurer determined at the 
end of that income year; and 

vO is the aggregate of the actuarial reserves of the life 
insurer in respect of all policies of life insurance for 
which the life insurer is the insurer determined at the 
beginning of that income year; and 

p is the aggregate of all premiums due and payable to the 
life insurer in that income year (not being premiums 
due and payable to the life insurer in any earlier income 
year); and 

u is the underwriting income derived by the life insurer in 
that income year from that business as determined in 
accordance with sections CM 1 to CM 14 and 
section OE 3; and 

r is the rate of tax specified in clause 1 of Part A of 
Schedule 1 expressed as a decimal. 

(2) Any life insurer that derives policyholder income in any 
income year shall be liable for income tax in respect of that 
policyholder income at the rate specified in clause 1 of Part A 
of Schedule 1. 

Cf. 1976, No. 65, s. 205 

CM 16. Non-resident life insurer issuing policies in 
New Zealand-Where a life insurer not resident in New 
Zealand is in any income year the insurer under policies of life 
insurance offered or entered into in New Zealand (whether or 
not executed in New Zealand and whether or not the life 
insurer has a fixed establishment or agent in New Zealand), in 
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calculating under section CM 15 the policyholder income 
derived or policyholder loss incurred by that life insurer in that 
~come year in carrying on the business of providing life 
msurance,-

(a) The amounts of items c, vI, vO, and p of the formula set 
out in that section shall be calculated in respect of the 
life insurer and that income rear as if the only 
policies of life insurance for which the life insurer is 
the insurer were those policies which were offered or 
entered into in New Zealand; and 

(b) Any amount of {>olicyholder income so calculated derived 
by the life msurer shall for the purposes of section 
BB 3 be deemed to be derived from New Zealand. 

C£ 1976, No. 65, s. 205A 

CM 17. Partial reinsurance-( 1) Where any life insurer is 
the holder of policies of life reinsurance offered or entered into 
in New Zealand (whether or not executed in New Zealand and 
whether or not the insurer under the policy of life reinsurance 
is resident in New Zealand, has a fixed establishment in New 
Zealand, or has an agent in New Zealand), in calculating under 
section CM 15 the policyholder income derived or policyholder 
loss incurred by the life insurer in that income year, there shall 
be deducted from the amount of item p of the formula set out 
in subsection (1) of that section an amount calculated in 
accordance with the following formula: 

where-
rp - rc 

rp is the aggregate of all premiums due and payable by 
the life insurer in that income year as horder of any 
such policy of life reinsurance (not being premiums 
due and payable by the life insurer in any earlier 
income year); and 

rc is the aggregate of all claims receivable in that 
income year under any such policy of life reinsurance 
(not being claims receivable oy the life insurer in any 
earlier income year). 

(2) Where a life insurer is a life insurer to which section 
CM 16 applies, this section shall apply as if the only such 
policies of life reinsurance of which tIie life insurer is the holder 
were those policies of life reinsurance which relate exclusively 
to policies of life insurance offered or entered into by the life 
insurer in New Zealand (whether or not executed in New 
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Zealand and whether or not the life msurer has a fixed 
establishment or agent in New Zealand). 

C£ 1976, No. 65, s. 2058 

SUBPART N-NEW ZEALAND INCOME FROM CERTAIN 

ACTIVITIES 

CN 1. Assessment of taxable income derived by non
residents from carriage by sea outside New Zealand of 
merchandise, goods, livestock, mails, or passengers 
shipped or embarked in New Zealand
(1) Notwithstanding anything in this Act, where a ship 
belonging to or chartered by any person, being resident in a 
country or territory outside New Zealand and not being 
resident in New Zealand, carries outside New Zealand 
merchandise, goods, livestock, mails, or passengers shipped or 
embarked in New Zealand, 5% of the gross amount paid or 
payable to that person in respect of that carriage, whether that 
amount is payable in or outside New Zealand, shall be deemed 
to be taxable income derived by that person from New 
Zealand. No person to whom this subsection applies shall, in 
respect of that carriage, be assessable for income tax otherwise 
than as provided in this subsection. 

(2) The Commissioner may exempt in whole or in part from 
liability, under subsection (1), to pay income tax in New 
Zealand any person, or any class or classes of persons, being 
resident in a country or territory outside New Zealand and not 
being resident in New Zealand, if and so far as the 
Commissioner is satisfied that in corresponding circumstances 
the like person, or the like class or classes of persons, being 
resident ID New Zealand, are not liable to or are exempt from 
income tax imposed by the laws of that country or territory. 

(3) For the purposes of this section, merchandise, goods, 
livestock, mails, or passengers shipped or embarked on any ship 
at any port in New Zealand for carriage outside New Zealana 
shall be deemed to be carried outside New Zealand from that 
~rt notwithstanding that the ship calls at anyone or more 
other ports in New Zealand before finally leaving New Zealand 
on that voyage. 

C£ 1976, No. 65, s.223 

CN 2. Non-resident film renters-(I) This section shall 
apply to any person, being-

(a) Any person not deemed to be resident in New Zealand; or 
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(b) A New Zealand company that is Wlder the control of 
persons who are not deemed to be resident in New 
Zealand,-

in respect of the income derived by that person (whether as 
~:pal or agent or trustee) from New ZeaIand from renting 

Provided that this section shall not apply to any such person 
in any case where the Commissioner is satisfied that the income 
from renting films is a minor and relatively insignificant part of 
the income of that person from any business. 

(2) Notwithstanding anything in this Act, every person to 
whom this section applies who derives income from renting 
fihns in any income year shall be deemed to have derived from 
that activity in that income year an assessable income of an 
amoWlt equal to 10% of the gross rents receivable by that 
person or oy any other person in that income year in respect of 
that activity carried on by that person, and that person shall be 
assessable and liable for income tax accordingly. 

(3) The income from renting fihns of any person to whom 
this section applies shall not be assessable or liable for income 
tax except as provided in this section, and, in the calculation of 
any other assessable income derived by any such person, no 
regard shall be had to the income from rentmg filmS or to any 
expenditure or loss incurred in connection with that income 
from renting films. 

(4) Where anyone person to whom this section applies is 
required Wlder an agreement with any other person, being a 
person not deemed to be resident in New Zealand, to pay to 
that other person any portion of any film rents or any royalty, 
commission, or other amoWlt in respect of film rents, that 
other person shall not be liable for income tax in respect of any 
such amoWlt so paid to that person. 

(5) In this section-
"Film" means any exposed slide, strip, or motion film or 

any videotape; and indudes-
(a) Any cinematograph film, whether or not it is 

accompanied by reproduction of sOWld: 
(b) Any film intended for or capable of use on 

television: 
(c) Any film used for advertising purposes: 
(d) Any part of any film: 

"Rents", in relation to fihns, means rents or other 
consideration for or in relation to the renting, hiring, 
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or otherwise issuing films, or making other 
arrangements for their exhibition; and includes-

(a) Any receipts from the sale or hire of film 
containers: 

(b) Any receipts from the sale or hire of 
cinematograph or photographic materials, 
equipment, or accessories other than films: 

(c) Any receipts from the sale or hire of advertising 
materials relating to any film;-
and "renting" has a corresponding meaning. 

Cf. 1976, No. 65, s.224 

eN 8. Non-resident life insurer issuing policies in New 
Zealand-(I) Notwithstanding section CM 3, where any life 
insurer not resident in New Zealand carries on a business of 
providing life insurance in an}' income year, to the extent to 
which that business consists of or relates to anyone or more 
policies of life insurance for which that life insurer is the insurer 
which were offered or entered into in New Zealand (whether or 
not executed in New Zealand and whether or not the life 
insurer has a fixed establishment in New Zealand or has an 
agent in New zealand) the assessable income derived or loss 
incurred by the life insurer in that income year in canying on 
that business shall be deemed to be equal to the amount 
calculated in accordance with the following formula: 

where-
i+u-e 

1 IS the aggregate of all amounts of assessable 
income (calculated in accordance with the 
provisions of this Act, and before taking into 
account any deductions or allowances permitted 
under this Act) derived by the life insurer in that 
income year (whether from New Zealand or 
elsewhere) from canying- on that business to the 
extent to which that busmess consists of or relates 
to anyone or more policies of life insurance for 
which that life insurer is the insurer which were 
offered or entered into in New Zealand (whether or 
not executed in New Zealand and whether or not 
the life insurer has a fixed establishment in New 
Zealand or has an agent in New Zealand), other 
than the amount of any-

(a) Premium; or 
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(b) Claim with respect to any policy of life 
reinsurance; or 

(c) Underwriting income; or 
(d) Policyholder income; and 

u is the underwriting income that would be 
calculated in respect of the life insurer and that 
income year if the only policies of life insurance for 
which the life insurer is the insurer were those 
policies which were offered or entered into New 
Zealand (whether or not executed in New Zealand 
and whether or not the life insurer has a fixed 
establishment or agent in New Zealand); and 

e is the a~gregate of all such amounts of expenditure 
or loss IDcurred by the life insurer and allowances 
available to the life insurer in that income year in 
carrying on that business as are deductible in 
calcUlatmg the assessable income of the life insurer 
in accordance with the provisions of this Act, other 
than-

(a) Any £remiwn with respect to any policy of 
life reinsurance; or 

(b) Expenditure or loss being claims or amounts 
credited to holders of r..olicies in the 
actuarial reserves of the life insurer,

and in each case being expenditure or loss incurred 
in gaining or producing, or allowances made 
available ID respect of gaining or producing, the 
amounts of assessable im:ome referred to in items i 
and u of this formula,-

and any such amount of assessable income derived by the life 
insurer shall for the pwposes of section BB 3 be deemed to be 
derived from New Zealand. 

(2) To the extent to which that life insurer not resident in 
New Zealand derives or incurs in that income year-

(a) Amounts of assessable income or loss from New Zealand 
other than the amount of-

(i) Any assessable income or loss calculated under 
the formula set out in subsection (1) and (in the case 
of income) deemed to be derived from New Zealand; 
and 

(ii) Any premiwn; and 
(iii) Any claim with respect to any policy of 

reinsurance; and 
(iv) Any policyholder income; or 



1968 
a.eNS 

Income Tax 1994, No. 164 

(b) Non-resident withholding income not included in 
assessable income by virtue of section NG 3,-

the life insurer shall be assessable and liable to income tax in 
accordance with the provisions of this Act as if it were not a 
I?ers~n carrying on in that income year a business of providing 
life msurance. 

e£ 1976, No. 65, s. 204L 

eN 4. Insurance with persons not carrying on business 
in New Zealand-(I) Where-

(a) Any insurer derives a premium which is, under section 
OE 4 (1)(0), income deemed to be derived from New 
Zealand; and 

(b) At the time the insurer derives the premium, the insurer 
is not resident in New Zealand; and 

(c) The premium is not attributable to any fixed 
establishment of the insurer in New Zealand through 
which the insurer carries on business in New 
Zealand,-

the insurer shall be deemed to have derived from that premium 
taxable income equal to 10% of the gross amount of the 
premium, and income tax shall be assessed and levied on that 
taxable income at the rate of income tax for companies not 
deemed to be resident in New Zealand, expressed as a 
percentage, stated in clause 6 of Part A of Schedule 1. 

(2) Where any insurer is liable under subsection (1) for an 
amount of income tax in respect of a premium derived by the 
insurer,-

(a) The amount of income tax for which the insurer is liable 
in respect of the premium shall be determined finally 
and exclusively under that subsection; and 

(b) The premium shall not otherwise be included in the 
assessable income of the insurer for the purposes of 
this Act; and 

(c) No deduction shall be allowed to the insurer in calculating 
the insurer's assessable income under this Act for any 
expenditure or loss incurred by the insurer in gaining 
or producin~ the premium, including in particular but 
without limitation any amount claimable under the 
contract of insurance by the insured person. 

(3) Subject to subsections (4) and (5), the following persons 
shall be deemed to be the agent of an insurer deriving a 
premium to which subsection (1) applies, and shall make 
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returns and be assessable and liable for income tax accordingly 
in respect of the premium: 

(a) Any person, including a broker or agent, who pays the 
premium to-

(i) The insurer; or 
(ii) Any other person not carrying on business 

through a fixed establishment in New Zealand;
and any such rerson shall (but without prejudice to 
the liability 0 any other person as agent of the 
insurer under this section) have the primary 
responsibility as agent to make returns and pay 
income tax ill respect of the derivation by the insurer 
of the premium: 

(b) Any other person who pays the premium (whether or not 
through a broker or agent): 

(c) Subject to subsection (4), the insured person. 
(4) Where and to the extent that-
(a) The insurer, or any other person on behalf of the insurer 

(including any broker or other agent who pays the 
premium on behalf of another person), makes 
returns and pays income tax in respect of the 
derivation by the insurer of the premium, no other 
person specified in subsection (3) shall be liable 
under that subsection: 

(b) Neither the insurer nor any other person who is liable as 
agent of the insurer under subsection (3) makes 
returns and pays income tax in respect of derivation 
by the insurer of the premium, tlie insured person 
shall make returns and pay the income tax 
accordingly. 

(5) Where any bank or other body to whom any of 
paragraphs (a) to (c) of section NF 9 (1) applies makes a 
payment of a premium to which subsection (2) of this section 
applies on belialf of another person to the insurer or to any 
oilier person not carrying on business through a fixed 
establishment in New Zealand,-

(a) That bank or other body shall not be treated as the agent 
of the insurer under subsection (3); and 

(b) The person who provides the bank with the funds from 
which the fremium is paid shall be treated for the 
purposes 0 subsection (3) as a person referred to in 
paragraph (a) of that subsection. 

(6) In this section, "insurer" includes any person named in a 
contract of insurance as liable, or who otherwise incurs liability 
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under a contract of insurance, to payor contribute towards 
payment in whole or in part of any amount that may become 
claimable by the person insured under the contract. 

Cf. 1976, No. 65, s. 209 

CN 5. Resident insurance underwriters-( 1) Notwith· 
standing anything in this Act, with respect to the income of an 
underwriter c~g on the business of insurance, the 
assessable income of the underwriter shall not include income 
derived from insurance business carried on out of New Zealand 
to the extent that the income so derived consists of income 
other than income of the kinds referred to in any of paragraphs 
(e), (f), (g), (h), Q), (m), and (n) of section OE 4 (1). 

(2) In this section-
"Contract of insurance" includes a policy of insurance, an 

insurance cover, and a renewal of a contract of 
msurance: 

"Insurance" means insurance or guarantee against loss, 
~amage, or risk of any kind whatever except life 
msurance: 

"Underwriter" means a person resident in New Zealand 
who is named in a contract of insurance as liable, or 
who otherwise incurs liability under a contract of 
insurance, to payor contribute towards payment in 
whole or in part of any amount that may become 
claimable by the person insured under the contract, 
but does not include a company or a mutual 
insurance association incorporated under the Mutual 
Insurance Act 1955. 

C[ 1976, No. 65, s. 210A 

SUBPART Z-TERMINATING PROVISIONS 

CZ 1. Gains and losses due to exchange variations in 
respect of repayment of loans-(I) For the purposes of this 
section where a loan is received in 2 or more instalments, each 
instalment shall be deemed to be a separate loan, and 
repayments made shall, except as otherwise expressly provided 
by the terms of the loan, be deemed to be applied so that the 
separate loans are repaid in the order in wruch they were so 
received. 

(2) Notwithstanding anything in this Act, where in any 
income year an exchange variation arises in respect of the 
repayment, in whole or in part, of any loan made to any 
taxpayer carrying on business in New Zealand for the purposes 
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of the taxpayer's business in New Zealand or by any taxpayer 
in the course of c~g on business in New Zealand, and the 
Commissioner is satIsfied that any profit is derived or loss is 
incurred by that taxpayer in respect of that exchange variation, 
the amount of that profit or that loss shall be taken into 
accoWlt in calculating the assessable income derived by that 
taxpayer from that business in that income year. 

(3) Where the Commissioner is satisfied that arrangements 
have been made between a taxpayer and another person with a 
view to the affairs of the taxpayer and of that other person 
being so arranged or conductea that this section would, but for 
this subsection, have effect more favourably in relation to that 
taxpayer than would otherwise have been the case,-

(a) The amoWlt of any loss which the taxpayer has incurred 
shall not exceed the amoWlt of the loss which that 
taxpayer would, in the opinion of the Commissioner, 
have mcurred; and 

(b) The amoWlt of any profit which the taxpayer has derived 
shall not be less than the amount of the profit which 
that taxpayer would, in the opinion of the 
Commissioner, have derived-

if those arrangements had not been made. 
(4) This section shall not l~fKff in respect of any financial 

arrangement to which the q ed accnials rules apply. 
(5) In this section-

"Exchange variation", in relation to the repayment in 
whole or in part of any loan, excluding interest, 
means any variation, being a variation by virtue of 
any fluctuation in the value of the currency or 
currencies of one or more countries other than New 
Zealand relative to New Zealand currency, that occurs 
between-

(a) The amoWlt of that repayment expressed in 
New Zealand currency at the time at which the 
repayment was made; and 

(b) The amoWlt expressed in New Zealand 
currency that would have been required to make that 
repayment on or at the later of 8 August 1975 or the 
time at which the loan was first made: 

"Loan" means-
(a) In relation to money lent, to any taxpayer, on or 

after 1 January 1974 and on or before 22 January 
1985, money that-
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(i) Was lent with the consent of the Minister 
under the Capital Issues (Overseas) 
Regulations 1965 or the Overseas 
Investment Regulations 1974 or with the 
consent of the Reserve Bank. under the 
Exchange Control Regulations 1978, as the 
case may require; ana 

(ii) Was lent in a currency other than New 
Zealand currency; and 

(iii) Was expressed to be repayable in a currency 
other than New Zealand currency: 

(b) In relation to money lent, by any taxpayer, on 
or after 1 January 1974 and on or before 22 January 
1985, money that-

(i) Was lent with the consent of the Reserve 
Bank. under the Exchange Control 
Regulations 1978 if required; and 

(ii) Was expressed to be repayable in a currency 
other than New Zealand currency: 

(c) In relation to money lent, to any taxpayer, on or 
after 23 January 1985, money that-

(i) Is lent in a currency other than New Zealand 
currency; and 

(ii) Is expressed to be repayable in a currency 
other than New Zealand currency: 

(d) In relation to money lent, by any taxpayer, on 
or after 23 January 1985, money that is expressed to 
be repayable in a currency other than New Zealand 
currency. 

C£ 1976, No. 65, s. 71 

CZ 2. Application provision in respect of income from 
certain money lent or redemption payments
Sections CB 2 (1)(b), CE 3, and OE 4 (1)(m) and (n) apply with 
respect to-

(a) Income, being interest, derived from money lent under a 
binding contract entered into on or after 29 July 
1983; and 

(b) Income derived from or in respect of money lent, being 
income that consists of a redemption payment made 
in respect of a commercial bill issued (within the 
meaning of the Bills of Exchange Act 1908) on or 
after 29 July 1983, not being a commercial bill issued 
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under a binding contract entered into before that 
date. 

C£ 1983, No. 4, s. 2 

CZ S. Fringe benefit tax-(I) This section applies in respect 
of fringe benefit tax payable in respect of fringe benefits 
provided or granted oy a private company: (as defined in 
section 2 of the Companies Act 1955) on or after 1 April 1989 
and before 1 October 1989 to any person who-

(a) Owned, or had in any way the power to control (whether 
direcdy or indirecdy), or haa the right to acquire, 10% 
or more of-

(i) The ordinary shares of the private company; or 
(ii) The voting rights of the private company: 

(b) Had by any other means whatsoever 10% or more of the 
control of the private company. 

(2) Where the company was in the course of being wound up 
and-

(a) The final accounts of the company were not furnished by 
the liquidator to the Registrar of Companies on or 
before 30 September 1989; or 

(b) The company did not, on or before that date, pay the 
correct amount of winding· up distribution tax 
(including any penalty by way of additional tax for 
late paYIllent) payable in accordance with sections 27 
to 29 of the Income Tax Amendment Act (No. 3) 
1988,-

the Commissioner may recover the amount of the fringe 
benefit tax (including any penalty by way of additional tax for 
late payment) from any person who was a shareholder of the 
company as at 30 Seftember 1989, in the proportion that the 
amount of the person s shares bears to the totaf shareholding in 
the company, as if the amount were income tax payable by the 
person, and for that purpose the relevant provisions of this Act 
shall, with any necessary modifications, apply accordingly. 

C£ 1988, No. 225, s. 51 (6)-(9) 

CZ 4. Exemption from tax of certain unit trust and 
group investment fund dividends-( 1) Any dividend paid 
before 1 April 1995 shall be exempt from mcome tax where

(a) The dividend is derived by a company resident in New 
Zealand which is either-

(i) The manager of a unit trust; or 
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(ii) The trustee or manager of a group investment 
fund,-
(such manager or trustee being in this subsection 
referred to as the "manager"); and 

(b) The dividend is derived in respect of the redemption or 
other cancellation of-

(i) Units in the unit trust; or 
(ii) Interests of investors in the group investment 

fund,-
which units or interests were acquired by the 
manager from unit holders or investors-

(iii) Except in any case where the unit trust or 
group investment fund has made an election under 
section 63 (21) of the Income Tax Act 1976 (before the 
repeal of that provision by the Income Tax 
Amendment Act (No. 2) 1993) by the later of 30 July 
1992 or the date upon which the unit trust or group 
investment fund lS established, in arm's length 
acquisitions; and 

(iv) In the ordinary course of the manager's 
activities in respect of the unit trust or group 
investment fund; and 

(v) In accordance with the terms upon which units 
in the unit trust or interests in the group investment 
fund were offered to potential unit holders or 
investors; and 

(c) The unit trust or group investment fund-
(i) At the time the dividend is paid, has not less 

than 100 unit holders or investors (treating for this 
purpose any persons who are associated with each 
other as one person); or 

(ii) At the time the dividend is paid, has any lesser 
number of unit holders or investors provided that the 
Commissioner is satisfied that-

(A) The unit trust or group investment fund 
could reasonably be regarded as a widely. 
held investment vehicle for direct 
investment by members of the public 
notwithstanding a lesser number of unit 
holders or investors; or 

(B) The existence of a lesser number of unit 
holders or investors is due to unusual or 
temporary circumstances, such as the 
recent establishment or forthcoming 
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tennination of the unit trust or group 
investment fund; or 

(C) The unit trust or group investment fund 
could reasonably be regarded as a vehicle 
primarily for investment by unit trusts, 
group investment funds, or 
superannuation funds that are widely-held 
vehicles for direct investment. 

(2) Subsection (1) shall not apply to exempt from income tax 
any dividend that is-

(a) Allowed as a deduction under section FZ 1 in calculating 
the assessable income of the company paying the 
dividend; or 

(b) A dividend within the meaning of section CF 2 (l){b) or a 
dividend (being a dividend paid on or after 1 April 
1992 which, if the transaction giving rise to the 
dividend had been effected with a shareholder of the 
paying company, would have been a dividend within 
the meaning of section CF 2 (1)(b)) within the 
meaning of section CF 2 (1 )(k); or 

(c) Derived by a local authority from any local authority 
trading enterprise. 

Cf. 1976, No. 65, s. 63 (2H), (2J) 

CZ 5. Partial exemption of certain life insurance 
companies in respect of interest derived from certain 
debentures-( 1) Where any company which is not resident in 
New Zealand and which carries on the business of life insurance 
(not being a company that is assessable for income tax under 
section CM 2) derives interest from any debenture, being a 
debenture-

(a) That was issued to the company before 26 August 1966; 
and 

(b) The amount of which has been, and is being, used wholly 
or principally for the purposes of any undertakin~, 
scheme, or work that, under section OB 5 (4), 15 

deemed to be a development project for the purposes 
of that section; and 

(c) The interest from which, being interest derived during the 
1965-66 or any earlier income year, has been 
assessed under section 150 (1) of the Land and 
Income Tax Act 1954 (as in force before the 
commencement of the sectIon for which section 150A 
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of that Act was substituted by section 28 of the Land 
and Income Tax Amendment Act (No. 2) 1968),

the amount of income tax payable by the company in respect 
of any income from that interest derived by it from that 
debenture in any income year shall, unless otherwise provided 
in the annual taxing Act for any year, be the amount of income 
tax that would be payable by the company in respect of that 
income (after taking into account any rebate under section 
KF 1 (1) in respect of that income) if section 207 of the Income 
Tax Act 1976 or this section had not been passed, reduced by 
an amount calculated in accordance with the following 
formula: 

11 
20 X (a-b) 

where-

a is that last·mentioned amount of income tax; and 
b is an amount equal to 7.5% of the amount of that 

income: 

Provided that the amount of income tax payable by the 
company in respect of that income derived by the company in 
any mcome year shall not exceed 15% of the gross amount of 
that interest. 

(2) In this section-
"Amount", in relation to a debenture, means the principal 

sum expressed to be secured by or owing under the 
debenture: 

"Income tax" does not include any income tax for which a 
company is liable as determined by section NG 3 or 
section NG 4 (a)(i). 

er. 1976, No. 65, s. 207 

CZ 6. Insurance companies other than life insurance 
companies-Where any company carried on, both 
immediately before (referred to in this section as the "transition 
time") and on 1 July 1993, the business of insurance or 
guarantee against loss, damage, or risk of any kind (not being 
life insurance), then, for the purposes of this Act and 
notwithstanding any other provision of this Act,-

(a) To the extent that the company holds, at the transition 
time, for the purposes of insurance business (not 
being life insurance business) carried on out of New 
Zealand, any property (other than property referred 
to in any of paragraphs (e), (~, (g), (h), ~), (m), and (n) 
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of section OE 4 (1 )), the company shall be deemed to 
have disposed of the property at the transition time 
to an unrelated third party and to have reacquired it 
immediately after that time, in each case for a 
consideration equal to the market value of the 
property at the time; and 

(b) To die extent that the company has, at the transition 
time, arising out of insurance business (not being life 
insurance) carried on out of New Zealand, any 
outstanding liability, the company shall be deemed 
to have been relieved of the liability at the transition 
time by an unrelated third party and to have been 
paid to reassume it immediately after that time, in 
each case for a consideration equal to the market 
value for asswning such liability at the time; and 

(c) Where-

G-IO 

(i) The company has entered, as insurer, into a 
contract of InSurance in respect of insurance 
business (not being life insurance business) carried 
on out of New Zealand (and treating for the 
purposes of this paragraph each renewal of a 
contract of insurance as a separate contract); and 

(ii) The period of risk under the contract 
commences at or before the transition time and 
ends after the transition time,-
then the following provisions shall apply in relation 
to any premium derived by the company (whether 
before or after the transition time) with respect to 
the contract and the period of risk and any amount 
payable by the company with respect to a claim 
under the contract and the period of risk: 

(ill) The company shall be aeemed to have derived 
assessable income in respect of the premium of an 
amount, and only of the amount, determined under 
subparagraph (iv); and 

(iv) Tlie amount of assessable income so deemed 
to have been derived shall be calculated in 
accordance with the following formula: 

b X P 
where-

a is the part of the period of risk under the 
contract that falls after the transition time; 
and 
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b is the total period of risk under the contract; 
and 

p is the premiwn; and 
(v) That amount of assessable income shall be 

deemed to have been derived by the company on 1 
July 1993; and 

(vi) Any amount payable by the company with 
respect to a claim under the contract and the period 
of risk shall be deductible in calculating the 
assessable income of the company where, and only 
where, the event giving rise to the claim occurs after 
the transition time; and 

(d) Where-
(i) The company has entered, as the insured, into 

a contract of reinsurance (not being life insurance, 
and treating for the purposes of this paragraph each 
renewal of a contract of reinsurance as a separate 
contract); and 

C-IO* 

(ii) Any premiwn in respect of the contract is paid 
by the company out of New Zealand; and 

(iii) The period of risk under the contract 
commences at or before the transition time and 
ends after the transition time,-
then the following provisions shall apply in relation 
to any premiwn payable by the company out of 
New Zealand (whether before or after the transition 
time) with respect to the contract and the period of 
risk and any amount derived by the company from 
a claim with respect to the contract and the period 
of risk: 

(iv) In calculating the assessable income of the 
company there shall be deductible in respect of the 
premium payable by the company out of New 
Zealand an amount, and only the amount, 
determined under subparagraph (v); and 

(v) The amount so deductible in respect of the 
premium shall be calculated in accordance with the 
following formula: 

b Xp 
where-

a is the part of the period of risk under the 
contract that falls after the transition time; 
and 
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b is the total period of risk under the contract; 
and 

p is the premium; and 
(vi) Any amount derived by the company from 

any claim with respect to the contract and the 
period of risk shall be deemed to be assessable 
mcome derived by the company where, and only 
where, the event giving rise to the claim occurs after 
the transition time; and 

(vii) Any amount so deemed to be assessable 
income derived by the company shall be deemed to 
have been derived on 1 July 1993 or the date upon 
which the event giving rise to the claim occurs, 
whichever is the later. 

Cf. 1976, No. 65, s. 208 

PARTD 
DEDUCTIONS FURTIIER DEFINED 

SUBPART B-TAXES AND LEVIES 
DB 1. Certain deductions not permitted-(I) Not· 

withstanding anythin~ in section BB 7, in calculating the 
assessable income denved by any person from any source, no 
deduction shall, except as expressly provided in this Act, be 
made in respect of any of the following sums or matters: 

(a) Income tax: 
(b) Additional tax for late payment of any fringe benefit tax 

or land tax: 
(c) Any penalty imposed under section 142 of the Tax 

Administration Act 1994 for failure to deduct or to 
pay specified superannuation contribution 
wiihholdfug tax: 

(d) Any penalty in respect of any stamp and cheque duties 
imposed under the Stamp and Cheque Duties Act 
1971: 

(e) Interest payable under-
(i) Section 15 (5) or section 52 of the Estate and Gift 

Duties Act 1955 or the corresponding provisions of 
any former Act: 

(ii) Section 52 or section 84 of the Estate and Gift 
Duties Act 1968 or the corresponding provisions of 
any former Act: 

(iii) Any enactment of any country or territory 
outside New Zealand imposing interest on any unpaid 
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duty, being duty which, in the opinion of the 
Commissioner, is substantially of the same nature as 
any duty imposed by the Estate and Gift Duties Act 
1968 or any corresponding fonner Act. 

(2) In this section, "income tax" means-
(a) Income tax, and excess retention tax imposed under this 

Act or the Income Tax Act 1976; and includes 
additional tax for late payments of any such tax and 
penal tax: 

(b) The New Zealand superannuitant surcharge: 
(c) Any tax imposed in any country or territory outside New 

Zealand, being a tax which, in the opinion of the 
Commissioner, is substantially of the same nature as 
income tax or excess retention tax or fringe benefit 
tax imposed under this Act or the Income Tax Act 
1976; and includes any additional tax for late 
payment of tax, any interest, any penalty, and any 
additional tax imposed under the penal provisions of 
the laws of that country or territory: 

(d) Any-
(i) .Further income tax or imputation penalt)' tax: 
(ii) Dividend withholding payment or further 

dividend withholding payment or dividend 
withholding payment penalty tax: 

(iii) Penalty by way of additional tax for late 
payment of any tax or payment referred to in this 
paragraph;-

and includes any qualifying company election tax, and any 
penalty by way of additional tax paid under section 147 of the 
Tax Administration Act 1994; but does not include fringe 
benefit tax or specified superannuation contribution 
withholding tax. 

Cf. 1976, No. 65, ss. 106 (1)(f)-(fc), (g), (2), 393L (6) 

SUBPART C-GoVERNMENT GRANTS AND SUSPENSORY LoANS 

DC 1. Government grants to businesses-( 1) This section 
shall apply in respect of-

(a) Any payment (in this section referred to as a "grant") 
made to any taxpayer in any income year by the 
Development Finance Corporation of New Zealand or 
the New Zealand Film Commission or by any 
department or instrument of the Executive 
Government of New Zealand or any local authority, 
being a payment in the nature of a subsidy or grant in 
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respect of any business carried on by that taxpayer 
other than a payment to which section CC 3 or 
section DL 3 (except section DL 3 (6)), applies: 

(b) Any expenditure in respect of which a grant is made. 
(2) Where, and to the extent that, in any income year, a 

grant is made to any taxpayer in respect of expenditure 
incurred by the taxpayer (not being expenditure of any of the 
kinds referred to in subsection (3)) that is allowable as a 
deduction under this Act, the amount of the deduction 
otherwise allowable, whether in that income year or in any 
other income year, in respect of that expenditure shall be 
reduced by the amount of that grant, and tbe amount of that 
grant shall be deemed not to be assessable income of that 
taxpayer for that income year or any other income year. 

(3) Where, and to the extent that, a grant is made to any 
taxpayer in respect of expenditure incurred by that taxpayer in 
the acquisition, construction, installation, or extension of any 
asset (being an asset in respect of which a deduction for 
depreciation is allowable under this Act), the amount of that 
expenditure shall, for the purposes of determining the amount 
of any deduction allowable in respect of the depreciation of 
that asset, be deemed to be reduced by the amount of that 
grant, and the amount of that grant shall be deemed not to be 
assessable income of the taxpayer for that income year or any 
other income year. 

(4) Subject to section DC 3, this section shall not apply to the 
amount of any payment in the nature of an advance or loan. 

(5) For the purpose of giving effect to this section, the 
Commissioner may at any time alter any assessment, 
notwithstanding the time bar. 

Cf. 1976, No. 65, s. 169 

DC 2. Specified suspensory loans-( 1) Subject to this 
section, where any taxpayer has been granted a specified 
suspensory loan in relation to the business of the taxpayer and 
the liability of the taxpayer in respect of that loan is remitted, 
in whole or in part, the amount remitted shall be deemed to be 
assessable income derived equally in 3 income years, being the 
income year in which that amount is remitted and the next 
2 succeeding income years, and the taxpayer shall be assessable 
and liable for income tax accordingly: 

Provided that the taxpayer may, if the taxpayer elects by 
notice in accordance with subsection (3) (which election shall, 
subject to subsection (4), be irrevocable) be entitled to allocate 
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the whole or any part of that amount which is deemed to be 
assessable income derived by the taxpayer in either of those 
2 succeeding income years to be income derived by the 
taxpayer in any earlier income year, being one of those 
3 income years. 

(2) Upon receiving notice of allocation under the proviso to 
subsectIon (1 ), the Commissioner shall determine that the 
amount allocated shall be deemed to be assessable income 
derived by the taxpayer in the income year to which it is so 
allocated by the taxpayer and not in the income year in which 
it was deemed to be assessable income under that subsection. 

(3) Every notice of allocation under the proviso to subsection 
(1) shall be given to the Commissioner within the time within 
which the taxpayer is required to furnish a return of income for 
the year to which the amount is so allocated, or within such 
further time as the Commissioner may allow in any case or any 
class of cases. 

(4) Notwithstanding anything in this section, where a 
taxpayer ceases to carry on the business in relation to which a 
specified suspensory loan was granted in any income year, any 
amount remitted in respect of that loan which is deemed to be 
assessable income derived in any succeeding income year shall 
be determined by the Commissioner to be assessable income 
derived by the taxpayer in that income year in which the 
taxpayer ceased to carry on that business. 

(5) In this section, "specified suspensory loan" means-
(a) Any loan made by the Development Finance Corporation 

of New Zealand as-
(i) An applied technology investment finance loan 

under an applied technology programme; or 
(ii) An export suspensory loan,-

and designated as such by that Corporation: 
(b) Any loan made by the Rural Banking and Finance 

Corporation of New Zealand as-
(i) A rural export suspensory loan; or 
(ii) A fishing vessel construction suspensory loan; or 
(iii) A land development encouragement loan; or 
(iv) A sharemilk.ers suspensory loan,-

and designated as such by that Corporation: 
(c) Any loan made by the Ministry of Energy as a liquefied 

petroleum gas distribution suspensory loan and 
designated as such by that Ministry: 



1994, No. 164 Income Tax 1983 
s.DCS 

(d) Any other loan, made by a public authority and 
designated by that public authority as a specified 
suspensory loan. 

Cf. 1976, No. 65, s. 172 

DC 8. Grant-related suspensory loans-( 1) Where any 
taxpayer is granted a grant.related suspensory loan the 
granting of that loan to that taxpayer shall be deemed to be a 
payment to which section DC 1 applies. 

(2) Where any taxpayer is required to repay, in whole or in 
part, a grant-related suspensory loan the following provisions 
shall apply in respect of tne income year in which repayment is 
first reqUIred: 

(a) Where, and to the extent that, the repayment relates to a 
grant to which section DC 1 (2) applied, a deduction 
shall be allowed equal to the amount of that 
repayment: 

(b) Where, and to the extent that, the repayment relates to a 
grant to which section DC 1 (3) applied, a deduction 
shall, subject to section EG 19, be anowed in respect 
of depreciation of the asset referred to in that section 
of an amount equal to the aggregate amount by 
which the deductions by way of depreciation in 
respect of income years prior to that income year 
were reduced by reason of the application of that 
section: 

(c) Where, and to the extent that, the repayment relates to a 
grant to which section 169 (4) of the Income Tax Act 
1976 (as that provision was in force before its repeal 
by section 24 of the Income Tax Amendment Act 
1993) applied, a deduction shall be allowed of an 
amount equal to the amount by which the deduction 
otherwise allowable under any of sections 119 to 123 
of the Income Tax Act 1976 (as those provisions were 
in force before their repeal by section 63 of the 
Income Tax Amendment Act 1993) was reduced by 
reason of the application of that section 169 (4): 

(d) Where, and to the extent that, the repa}'I!lent relates to a 
grant to which section 125AA (4) of the Land and 
Income Tax Act 1954 applied, a deduction shall be 
allowed of an amount equal to the amount by which 
the deduction under section 11 7 A or section 117 c of 
that Act was reduced by reason of the application of 
that section. 
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(3) Where, in relation to any taxpayer and to any income 
year, a deduction is allowable under paragraph (b) of subsection 
(2) in respect of depreciation of the asset referred to in that 
subsection, then, for the purposes of calculating any deduction 
by way of depreciation in respect of that asset in respect of that 
income year and any subsequent income year, the 
Commissioner shall have regard to-

(a) The amount of the expenditure incurred by the taxpayer 
in the acquisition, construction, installation, or 
extension of that asset; and 

(b) The amount of the deduction allowable under that 
paragraph; and 

(c) The aggregate amount of all the deductions by way of 
depreciation in respect of that asset in every income 
year preceding that first·mentioned income year. 

(4) A statement by the person making a grant-related 
suspensory loan as to the items of expenditure to which the 
loan relates or a statement by that person as to the items of 
expenditure to which any repayment of the loan relates shall, 
for the purposes of this section, be final and conclusive 
evidence m that regard, and this section and section DC 1 shall 
be applied accordingly. 

(5) In this section, "grant-related suspensory loan" means
(a) Any loan made by the Development Finance Corporation 

of New Zealand or by the Department of Trade and 
Industry as-

(i) A regional development suspensory loan; or 
(ii) A pioneer regional development suspensory 

loan; or 
(iii) A Pacific Islands Industrial Development 

Scheme suspensory loan; or 
(iv) An employment creation suspensory loan; or 
(v) An industry relocation suspensory loan; or 
(vi) A small enterprise suspensory loan; or 
(vii) Transfer cost assistance; or 
(viii) Staff training assistance; or 
(ix) A special project grant; or 
(x) A pioneer status suspensory loan; or 
(xi) A job creation suspensory loan,-

and designated as such by that Corporation or by that 
Department: 

(b) Any loan made by the Rural Banking and Finance 
Corporation of New Zealand as-

(i) A suspensory loan for horticultural trials; or 
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(ii) An inigation suspensory loan; or 
(ill) A West Coast drainage suspensory loan; or 
(iv) A fishing vessel refrigeration suspensory loan; 

01' 

(v) A fishing vessel construction bounty,
and designated as such by that Corporation: 

(c) Any export programme suspensory loan made by the 
Department of Trade and Industry and designated as 
sucb by that Department: 

(d) Any other loan, made by a public authority (not being a 
loan to which section DC 2 applies), under the terms 
of which the liability of the Dorrower in respect of 
that loan may be remitted in whole or in part. 

Cr. 1976, No. 65, s. 173 

SUBPART D-INVESTMENT INCOME ExPENDITURE 

DD 1. Certain deductions not permitted-rents, 
interest, and premises-Notwithstanding anything in section 
BB 7, in calcUlating the assessable income derived by any 
person from any source, no deduction shall, except as expressly 
provided in this Act, be made in respect of any of the following 
sums or matters: 

(a) Rent of any dwellinghouse or domestic offices, save that, 
so far as any sucb dwellinghouse or offices are used in 
the production of the assessable income, the 
Commissioner may allow a deduction of such 
proportion of the rent as the Commissioner may 
ihiri.k just and reasonable: 

(b) Interest (not being interest of any of the kinds referred to 
in section DB 1 (1)(e) and not being interest to which 
section LF 7 applies to prohibit a deduction), except 
so far as the Commissioner is satisfied that-

(i) It is payable in gaining or producing the 
assessable income for any income year; or 

(ii) It is necessarily payable in carrying on a 
business for the purpose of gaining or producing the 
assessable income for any income year; or 

(ill) It is payable by one company included in a 
group of companies in respect of money borrowed to 
acqwre shares in another company included in that 
group of companies: 

Provided tliat for the purposes of this paragraph 
expenditure deemed to be incurred under the 
qualified accruals rules shall be deemed to be interest 
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payable: 
Provided further that for the purposes of this 

paragraph any 2 companies shall be treated as being 
included in a group of companies in respect of any 
income year only if those companies are members of 
the same group of companies at the end of that 
income year: 

(c) Any loss incurred on the demolition, destruction, or 
disposal of any premises (other than a temporary 
buildin~): 

ProVIded that, in the case of the disposal of 
premises (other than a temporary building) where, if 
a profit had been made from that disposal, the 
amount of the profit would have been assessable 
income under section BB 4 (c) or section CD 1 (1), this 
paragraph shall not apply to any loss in respect of 
that disposal. 

Cf. 1976, No. 65, s. 106 

DD 2. Testamentary annuities charged on property
(1) Notwithstanding anything in this Act, where property has 
been devised or bequeathed by will subject to the payment of 
an armuity or has been made subject to the payment of an 
annuity by an order of the Court under the Family Protection 
Act 1955 or by a deed of family arrangement, and that 
property or any property substituted for it has been transferred 
to a beneficiary and that property so transferred or any 
property substituted for it by the beneficiary is charged with 
pa~ent of the armuity or any part of the armuity, any amount 
paId in any income year on account of that annuity by the 
owner of that property or substituted property shall be allowed 
as a deduction in calculating the income derived by the owner 
from that property or substituted property in that income year, 
so far as that income extends: 

Provided that no deduction shall be allowed under this 
section where the owner for the time being of the property or 
substituted property (not being a beneficiary) is a person who 
has acquired the property by purchase subject to the condition 
that the person assumes the liability for the whole or any part 
of the armuity charged on it: 

Provided also that, to the extent that an annuity payable by 
the owner of the property or substituted property under an 
order of the Court under the Family Protection Act 1955 or 
under a deed of family arrangement represents, in the opinion 
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of the Commissioner, consideration for the purchase of the 
property or substituted property by the owner, the annuity 
shall not be allowed as a deduction under this section. 

(2) In this section, "beneficiary", in relation to any property, 
means a person to whom that property has been devised or 
bequeathed by will, or a person who is entitled, under a 
provision in a will, to purchase, subject to payment of an 
annuity, that property, being property that forms part of the 
estate of the testator; and includes a person who is entitled to 
the property under an order of the Court under the Family 
Protection Act 1955 or to a deed of family arrangement. 

C[ 1976, No. 65, s. 148 

DD S. Deduction for interest where funds borrowed to 
purchase shares in amalgamating company-Where-

(a) Any amalgamating company ceases to exist on a 
qualifying amalgamation; and 

(b) Any person has borrowed money to acquire shares in the 
amalgamating company; and 

(c) Interest payable in any period after the amalgamation by 
the person in respect of the money borrowed would 
have been deductible under section DD 1 (b)(iii) but 
for the amalgamation (including where the 
requirements of the second proviso to section 
DD 1 (b)(iii) are not satisfied but would have been 
satisfied but for the amalgamation),-

the interest shall be deductible in calculating the assessable 
income of the person for the period. 

C[ 1976, No. 65, s. 191wD (9); 1994, No. 76, s. 29 

SUBPART E-ExPENDITURE INCURRED BY EMPLOYEES 

DE I. Deduction for expenditure or loss incurred in 
production of income from employment
(1) Notwithstanding anything in section BB 7, in calculating the 
assessable income derived by any taxpayer, no deduction shall 
be made in respect of any expenditure or loss to the extent to 
which it is incurred in gaining or producing income from 
employment. 

(2) Notwithstanding anything in section EG 1, in calculating 
the assessable income derived by any taxpayer no deduction 
shall be allowed in respect of the depreciation of any asset to 
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the extent to which it is used in gaining or producing income 
from employment. 

C£ 1976, No. 65, s. 105 

SUBPART F-EMPLOYMENT ExPENDITURE 

DF 1. Certain deductions not permitted-
superannuation contributions, bonuses, retiring 
allowances, etc.-Notwithstanding anything in section BB 7, 
in calculating the assessable income derived by any person 
from any source, no deduction shall, except as expressly 
provided in this Act, be made in respect of any of the fonowing 
sums or matters: 

(a) Any expenditure or loss by way of superannuation 
contributions made or to be made for the benefit of 
the taxpayer or any other person: 

(b) Any expenditure by way of bonus, gratuity, retiring 
allowance, or pension that is paid or payable to or for 
the benefit of any employee or former employee of 
the taxpayer, or any relative of any such employee, 
during or on the occasion of the retirement of the 
employee. 

Cf. 1976, No. 65, s. 106 

DF 2. Contributions to employees' benefit funds-(I) In 
calculating the assessable income of any employer the 
Commissioner may allow a deduction of any amount set aside 
or paid by the employer as or to a fund (not being a 
superannuation scheme) to provide individual personal benefits 
to employees of that employer: 

Provided that a deduction shall not be allowed under this 
section unless the Commissioner is satisfied that the fund has 
been established or the payment made in such a manner that 
the rights of the employees to receive the benefits have been 
fully secured. 

(2) The Commissioner shall have an absolute discretion as to 
whether or not a deduction should be allowed under this 
section of the whole or any part of any amount set aside or 
paid by an employer and there shall be no right of objection to 
any determination of the Commissioner under this section. 

C£ 1976, No. 65, s. 149 

DF S. Contributions to employees' superannuation 
schemes-( 1) In calculating the assessable income of any 
person for any income year a deduction shall, subject to 
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subsections (2) to (4) of this section and to sections BB 7 and 
EO 1, be allowed ID respect of any employer superannuation 
contribution made by that person in that income year; and 
except as provided in section EO 1 any such contribution shall 
be deemed to be expenditure incurred at the time when the 
contribution is made. 

(2) No deduction shall be allowed under subsection (1) in 
respect of an employer superannuation contribution made to a 
su?erannuation scheme where the superannuation scheme is 
neIther a superannuation fund nor a company. 

(3) Where any employer receives any benefit in money or 
money's worth (including a recovery of contributions) from a 
superannuation scheme to which the employer has made 
employer superannuation contributions at any time, then, 
notwithstanding any other provision of this Act, any deduction 
allowable to the employer for any such contributions made to 
the scheme during the period of 12 months immediately 
preceding the date of the receipt by the employer of the benefit 
shall be reduced by the amount of the oenefit in money or 
money's worth so received, and the Commissioner shall amend 
any assessment accordingly. 

(4) Subsection (3) shall not apply to any benefit received by 
the employer to the extent that the Commissioner is satisfied 
that the benefit is a bona fide pension or annuity or lump sum 
payment paid to the employer on the terms of the scheme in 
consideration of previous contributions made by or on behalf of 
the employer in a personal capacity. 

Cf. 1976, No. 65, s. 150; 1994, No. 76, s. 20 

DF 4. Pensions payable to former employees
(1) Subject to this section, the Commissioner may, in calculating 
the assessable income derived in any income year by any 
taxpayer from any business, allow a deduction in respect of any 
amount (being an amount which is not deductible otherwise 
than under this section and which is, in the opinion of the 
Commissioner, reasonable in the particular circumstances of 
the case) paid by the taxpayer in that income year by way of a 
pension to any former employee of the taxpayer in that 
business, or to the surviving spouse of any such employee, in 
consideration of the past services of that employee in that 
business of the taxpayer, where subject to section FF 17 the 
Commissioner is satisfied that-

(a) The pension is receivable by the recipient as of right 
under a deed for a fixed period or for life, or, in the 
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case of a pension receivable by a surviving spouse, for 
a fixed period or for life or until the surviving spouse 
remarries; and 

(b) Either-
(i) The employee retired from that employment; or 
(ii) The employee ceased to be employed by the 

taxpayer by reason of redundancy or other similar 
circumstances. 

(2) Notwithstanding subsection (1) or any other provision of 
this Act, no deduction shall be allowed in respect of any 
amount paid by way of a pension (being a payment which but 
for this subsection would have been allowable as a deduction 
under this section) where the taxpa}'er is a close company and 
the former employee or a relative of that employee is or was a 
shareholder in the company: 

Provided that where the Commissioner is satisfied that the 
employee was employed as a bona fide employee of the 
company, the Commissioner may allow a deduction in 
accordance with subsection (1) of so much of the amount paid 
by way of a pension as the Commissioner determines would 
have been granted by the company in similar circumstances if 
that employee or a relative of that employee were not, or had 
not been, a shareholder in the company. 

C£ 1976, No. 65, s. 151; 1994, No. 76, s. 21 

DF 5. R.etiring allowances payable to employees
(1) The Commissioner may, in calculating the assessable income 
derived in any income year by any taxpayer from any business, 
allow a deduction in respect of the amount of any payment 
(being a payment which is not deductible otherwise than under 
this section) made in a lump sum by the taxpayer in that 
income year by way of a bonus, gratuity, or retiring allowance 
to any employee of that business on the occasion of the 
retirement of that employee. 

(2) For the purposes of this section, where the Commissioner 
is satisfied that-

(a) Any employee of a taxpayer has ceased to be employed in 
the employment or service of the taxpayer by reason 
of redundancy or loss of office or employment or 
other similar circumstances; or 

(b) Any former employee of a taxpayer is unable to be re· 
employed in any seasonal employment or service of 
the taxpayer by reason of the occurrence of 
circumstances that, had they resulted in a cessation of 
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that seasonal employment or service, would have 
been circumstances to which the provisions of 
paragraph (a) would have applied,-

any payment made to that employee in a lump sum by reason 
of tliat employee ceasing to be so employed, or any payment 
made to that former employee by reason of that former 
employee being unable to De so re·employed, shall be deemed 
to be a retiring allowance paid on the occasion of that 
employee's or that former employee's retirement, and that 
employee or that former employee shall be deemed to have 
retired on that date. 

C£ 1976, No. 65, s. 152 

DF 6. Payments to employees or fonner employees 
while on naval, mili~, or air service-(I) In cafculating 
the assessable income of any employer the Commissioner may 
allow as a deduction any money eaId by that employer to any 
serving employee, and not deductIble otherwise dian under this 
section, if the Commissioner is satisfied that the payment or 
payments have been made for the purpose of supplementing 
the income of the serving employee, or were in any manner 
induced by or due to the employment or former employment 
of the servinS employee by the employer, or were otherwise 
direcdy or mdirecdy connected with or related to that 
employment or former employment: 

Provided that no deduction shall be allowed under this 
section in excess of the rates of the wages, salary, allowance, or 
other remuneration payable to the serving employee at the 
time when the employee was called up, or in excess of the rate 
of $8 a week, whichever is the less. 

(2) This section shall apply with respect to any money paid 
by any employer to any serving employee notwithstanding that 
the legal relationship of employer and employee may not in 
fact exist between them at the time of payment. 

C£ 1976, No. 65, s. 153 

DF 7. Notional interest on loans made to employees 
under employee share purchase sclieme
(1) Notwithstanding anything in this Act, where in any income 
year there has been provided, or there has continued to be 
provided, under any employee share purchase scheme, 
financial assistance, whether direcdy or indirecdy, by means of 
an interest free loan to any employee, there shall be allowed in 
calculating the assessable income derived by the employing-
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company in that income year a deduction of an amount equal 
to the amount of interest that would have been payable by the 
employing company for that income year if-

(a) An amount equal to the amount of the loan to that 
employee bad been borrowed by the employing 
company at the rate of 10% per annum; and 

(b) Repayments made by that employee in respect of that 
employee's loan had been repayments made by the 
employing company in respect of the amount 
borrowed; and 

(c) The interest had been calculated with monthly rests: 
Provided that no such deduction shall be allowed in relation 

to any loan for any period commencing 5 years or more after 
the date of the loan. 

(2) The Commissioner shall approve as an employee share 
purchase scheme, for the purposes of this section, any scheme 
submitted for approval by any company, the shares of which 
are, under that scheme, available for purchase or subscription 
by employees of that company or, where that company is 
included in a group of companies, by employees of any 
company included ill that group of companies, where the 
Commissioner is satisfied that the scheme provides that-

(a) Those shares shall be made available for purchase or 
subscription at a price not exceeding the market price 
of those shares at the date of the purchase or 
subscription: 

(b) The acquisition of those shares by any employee shall be 
so limited that the amount of the consideration for 
any shares acquired by the employee under the 
scheme at any date does not, when added to the 
amount of the consideration for any other shares 
acquired by the employee under that scheme or any 
siniilar scheme within the period of 3 years ending 
with that date, exceed $2,340: 

(c) Every full-time permanent employee shall be eligible to 
participate in the scheme on an equal basis with every 
other full-time pennanent employee, and, where the 
scheme is to De applicable to part-time employees 
and to seasonal employees, every part-time employee 
shall be eligible to participate in it on an equal basis 
with every other part-tune employee, and every 
seasonal employee shall be eligible to participate in It 
on an equal basis with every other seasonal 
employee: 
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(d) Any minimum period of service which may be required 
before a full·time permanent employee becomes 
eligible to participate in the scheme shall not exceed 
3 years and in the case of other employees shall not 
exceed an accumulative period that is the equivalent 
of 3 years full·time service: 

(e) All loans made under the scheme to any employee for the 
purchase of or subscription for any shares shall be 
free of all interest and other charges: 

(f) Where it is a requirement that any loan made under the 
scheme to any employee shall be of a minimum 
amount, that minimum amount shall not exceed 
$624: 

(g) The repayment by any employee of any loan made in 
accordance with paragraph (e) shall be by regular 
equal instalments at intervals of not more than one 
month over a period of not less than 3 years and not 
more than 5 years from the date of that loan: 

Provided that any employee may elect to repay all 
or any part of that loan prior to the due date for such 
repayment: 

(h) Subject to J;>aragraphs m and (k), during the restrictive 
period, m relation to any shares and to any employee, 
the following conditions shall apply-

(i) Those shares shall be held on trust for the 
employee by the trustee of the scheme; and 

(ii) Any employee, for whom such shares are held 
on trust, shal[ be precluded from assigning, charging, 
alienating, or otherwise disposing of cill or any of dl.e 
employee's rights in respect of those shares, or of any 
interest in them; and 

(ill) The trustee shall be required to pay all 
dividends received in respect of any shares held on 
trust for any employee direcdy to that employee, and 
those dividends shall, for the purposes of this Act, be 
deemed to be dividends denved by that employee, 
and shall not be appropriated in or towards 
repayment of any sum owing to the company or to 
the trustee by that employee, including the 
repayment of any loan or loans referred to in 
paragraph (e): 

(i) At the end of the restrictive period in relation to any 
shares, the following provisions shall apply-
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(i) In any case where that restrictive period ends 
otherwise than on the cessation of emplo~ent of 
any employee, those shares shall be transferred to 
that employee by the trustee or, at the option of the 
employee, shall be purchased by the trustee from 
that employee at the market price at the date of that 
purchase by the trustee: 

(ii) In any case where that restrictive period ends on 
the cessation of employment due to the death of any 
employee, any shares which were held on trust for 
that deceased employee by the trustee of the scheme 
shall be transferred to the trustee of that deceased 
employee's estate or, at the option of the trustee of 
the deceased employee's estate, shall be purchased 
by the trustee of the scheme at the market price at 
the date of that purchase by the trustee of the 
scheme, subject, in either case, to repayment of all 
loans outstanding in respect of those shares: 

(iii) In any case where that restrictive period ends 
on the cessation of employment due to an accident 
to, or the sickness or redundancy or retirement at 
normal retiring age of, any employee, any shares 
which were held on trust for that former employee 
by the trustee shall be transferred to that former 
employee or, at the option of the former employee, 
shall be purchased by the trustee at the market price 
at the date of that purchase by the trustee, subject, in 
either case, to repayment of all loans outstanding in 
respect of those shares: 

(iv) In any case where that restrictive period ends 
on the cessation of employment of any employee in 
any circumstances other than circumstances to which 
subparagraph (ii) or subparagraph (iii) applies, the 
trustee shall not transfer to that former employee any 
shares which the trustee was holding on trust for that 
former employee, but shall be required to purchase 
those shares from that former employee at the 
market price at the date of that cessation, subject to 
the repayment of all loans outstanding in respect of 
those shares: 

(v) In no case shall the purchase price payable by 
the trustee for any shares exceed the erice for which 
those shares were purchased or subscnbed for by the 
employee: 
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(j) Any employee shall be entitled to withdraw from the 
scheme after the expiIy of 3 months after the date on 
which the employee gIVes notice to the trustee of the 
employee's intention to do so, on the same terms as if 
the employee had ceased to be an employee at the 
date 01 the employee's withdrawal from the scheme 
and subparagraphs (iv) and (v) of paragraph (i) 
applied: 

(k) Where the trustee is satisfied that any employee of that 
company who is a participant m the scheme has 
suffered such loss or is in such circumstances that the 
employee'S continued participation in the scheme on 
the tenns then current has entailed or would entail 
serious hardship, the trustee shall, with the consent of 
the employee, have a discretion-

(i) To vary the terms of the repayment of any loan 
made to the employee under the scheme: 

(ii) To allow the employee to withdraw from the 
scheme immediately on the same terms as if the 
employee had ceased to be an employee and 
subparagraphs (iv) and (v) of paragraph (1) applied. 

(3) In this section-
"Employee" means any person (not being a company, a 

local or public authority, or an unincorporated body 
of persons) employed by any company; but does not 
include-

(a) Any director of that company; or 
(b) Any person where that person and any other 

person or persons are associated persons and hold, in 
the aggregate, 10% or more of the issued capital of 
that company: 

"Employing company", in relation to any employee, 
means the company by which that employee is 
employed: 

Provided that, for the purposes of subsection (1), in 
any case where that company is included in a group 
of companies and the shares issued to or purchased 
by the employee under the employee share purchase 
scheme are not shares of that company but are the 
shares of another company included in that group of 
companies, that other company shall be the 
employing company in relation to that employee 
instead of that first·mentioned company: 
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"Nonnal retiring age", in relation to any employee, 
means-

(a) Not less than 60 years of age; or 
(b) Not less than 55 years of age in the case of a 

female employee who is entided, by reason of a 
contract or employment entered into before 1 April 
1978 with the employing company, to retire before 
attaining the age of 60 years; or 

(c) Such earlier age as the Commissioner considers 
reasonable having regard to the nature of the 
employee's employment or the general terms of 
employment in the business or occupation in which 
that employee was employed: 

"Restrictive period", in relation to any shares purchased 
or subscribed for by an employee under an employee 
share purchase scheme, means-

(a) The shorter of-
(i) The period of 3 years commencing with the 

date of that purchase or subscription by 
that employee or the period of repayment 
of any roan made to the employee under 
the scheme in respect of that purchase or 
subscription, whichever is the longer: 

(ii) The period commencing with the date of 
that purchase or subscription by that 
employee and ending with the date on 
which the employee ceased to be 
employed by the employing company: 

Provided that an employee of any 
employing company, being a company 
incfuded in a group of companies, shall, in 
any case where the employee transfers or 
is transferred to another company 
included in that group of companies, be 
deemed not to have ceased the employee's 
employment with that employing 
company, and shall be deemed to continue 
in the employment of that employing 
company so long as the employee 
contmues to be employed by any 
company included in that group of 
companies: 

(b) In any case where the shares are purchased or 
subscribed for at the market price and a period is 
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expressly provided in the rules of the scheme in 
respect of this definition, that period so provided: 

Provided that that period shall not-
(i) Be shorter than the period of repayment of 

any loan made to the employee under the 
scheme in respect of those shares: 

(ii) Be longer than the period that would apply 
in respect of those shares under paragraph 
(a) it this paragraph did not apply in 
respect of diose shares: 

"Shares", in relation to any company the shares of which 
are made available for purchase or subscription by 
any employee under any employee share purchase 
scheme, means fully paid ordinary shares in the 
capital of that company, being shares which rank. 
eqUally for all pwposes with all existing ordinary 
voting shares of that company and which have the 
same designation as those existing shares: 

"Trustee of the scheme", or "trustee", means any person 
or group of persons appointed to administer an 
employee share purchase scheme of an employing 
company and to hold any shares, purchased or 
subscribed for by an employee under that scheme, on 
trust for that employee during the restrictive period 
in relation to those shares. 

Cf. 1976, No. 65, s. 166; 1994, No. 76, s.22 

DF 8. Payments to partners for services performed for 
the partnership-(I) Subject to section GD 3, where any: 
payment is made by any partnership to any working partner of 
the partnership for services performed by that working partner 
as a working partner of the partnership in any period in any 
income year (being a period commencing not earlier than the 
date on which the contract of service in relation to that partner 
becomes binding, and ending not later than the date on which 
that contract of service terminates), the amount of that 
payment shall, to the extent that it does not exceed, as the case 
may be,-

(a) Such amount as, in accordance with that contract of 
service, is the amount payable to that partner in 
respect of that period; or 

(b) The aggregate of-
(i) The amount referred to in paragraph (a); and 
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(ii) The amount (being an amount additional to the 
amount referred to in paragraph (a) payable to that 
partner in respect of the period referred to in that 
paragraph) of any payment of bonus or further bonus 
made by the partnership to that working partner for 
the services performed by that partner as a working 
partner,-

be deemed, for the purposes of this Act, to be an amount of 
expenditure of the kind referred to in section BB 7 (b). 

(2) Nothing in this section shall apply in relation to any 
partnership which is engaged exclusively or principally in the 
mvestment of money or the holding of or dealing in shares, 
securities, investments, or estates or interests in land. 

(3) In this section-
"Contract of service", in relation to a partnership and to 

any partner who is a working partner of the 
partnership, means a binding agreement in writing, 
entered into by all the partners, which specifies the 
terms and conditions under which the partner is to be 
a working partner of the partnership, including any 
amount payable to the working partner for services 
performed by the working partner in the carrying on 
of the busmess of the partnership under that 
agreement, whether or not-

(a) The amount so specified includes any amount, 
so payable for those services, by way of bonus to the 
working partner; and 

(b) There is so payable for those services, by way of 
bonus to the working p,artner, an amount additional 
to the amount so specified: 

"Land" indudes-
(a) Any estate or interest in land, whether legal or 

equitable, corporeal or incorporeal, freehold or 
chattel; and 

(b) Any option to acquire land or any such estate or 
interest in rand: 

"Working partner", in relation to a partnership and to any 
period in an income year, means any partner of the 
partnership who, in that period, personally and 
actively performs any of the duties required to be 
performed in the carrying on of the business of the 
partnership. 

Cf. 1976, No. 65, s. 167B 
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DF 9. Deduction for expenditure or loss incurred in 
providing fringe benefits-For the pwposes of this Act, 
where-

(a) Any person incurs ex{>enditure or loss in or for the 
providing or grantmg to any other person of any 
fringe benefit; and 

(b) The person is required, by virtue of the FBT rules, to pay 
fringe benefit tax in respect of the provision or 
granting of that fringe benefit,-

both that expenditure or loss and that fringe benefit tax shall 
be-

(c) Deemed to be expenditure or loss incurred of the kind 
referred to in section BB 7; and 

(d) Deductible in calculating the net income of the person, 
except as otherwise provided in this Act but 
notwithstanding paragraph (a) or paragraph (b) of 
section BB 8. 

C£ 1976, No. 65, s. 105A 

SUBPART G-ENTERTAINMENT EXPENDITURE 

DC I. Limitation on deduction for entertainment 
expenditure-( 1) Notwithstanding sections BB 7 and EG 1 
ana any provisIOns of this Act other than this section, in 
calculatmg the assessable income derived by any person from 
any source, the deductions allowed for expenditure or loss 
incurred by the person to the extent incurre3 on-

(a) Entertainment (whether enjoyed by the person or by any 
other person); or 

(b) Any allowance to an employee to the extent to which it
(i) Reimburses expenditure on entertainment; and 
(ii) Is exempt from tax under section CB 12; or 

(c) Any expenditure on account of an employee to the extent 
to which it-

(i) Reimburses expenditure on entertainment; and 
(ii) Is exempt from tax under section CB 13,

shall be limited to 50% of the expenditure or loss that would be 
deductible but for this section. 

(2) The expenditure or loss referred to in subsection (1) shall, 
subject to sUDsection (3), be deemed to include, in relation to 
any entertainment facility to the extent that the facility is used 
or he~d for the pwpose ?f or in connection with the provision 
or enjoyment of entertamment,-
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I.DCI 

(a) Any expenditure or loss incurred in respect of the facility 
in res?ect of which, but for this subsection, a 
deductIon is allowed under this Act; and 

(b) Any amount on account of depreciation in respect of the 
facility for which a deductIon is allowed under section 
EG 1. 

(3) Subsection (1) shall not apply to any expenditure or loss 
incurred by or allowed to any person in an income year to the 
extent to which it-

(a) Is incurred by the person on, or incurred by or allowed to 
the person in respect of an entertamment facility 
used or held for the purpose of or in connection with, 
the provision or enjoyment of entertainment which 
constitutes a fringe benefit in respect of which the 
person is required under the FBT iules to pay fringe 
benefit tax; or 

(b) Is incurred on (or on reimbursement of expenditure of an 
employee on) food or beverages consumed while 
travelling in the course of employment or of 
otherwise gaining or producing assessable income 
(not being travel that is incidental to the provision or 
enjoyment of entertainment) and does not exceed 
$25 per person per day or such other amount as the 
Governor·General may determine from time to time 
by Order in Council; or 

(c) Is incurred on (or on reimbursement of expenditure of an 
emeloyee on) food or beverages consumed at an 
eligtble conference and does not exceed $25 per 
person per day or such other amount as the 
Governor-GeneraI may determine from time to time 
by Order in Council; or 

(d) Is incurred on food or beverages consumed at a function 
or activity which would not be within the meaning of 
the definition of "entertainment" but for 
paragraph (h)(ii) of that definition and does not 
exceed the greater of-

(i) $500 in aggregate for the function or activity; or 
(ii) The figw:e which is calculated by multiplying 

the number of persons (not being persons to whom 
paragraph (h)(ii)(B) or paraf{aph (h)(ii)(C) of the 
definition of "entertainment' applies) attending the 
function or activity by $25,-
or such other amount as the Governor-General may 
determine from time to time by Order in Council; or 
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(e) Is incurred by the person (referred to in this Earagraph as 
the "first person") in the form of monetary 
sponsorship of recreation where and to the extent 
that it is provided-

(i) For the principal purpose of promoting or 
advertising to the public a business carried on by the 
first person (or by any other person) or goods or 
services provided by the first person (or any other 
person) in the course of carrying on a business; and 

(ii) In circumstances where none of the following 
classes of persons has a greater opportunity to use, 
consume, or enjoy the recreation than members of 
the public generally: 

(A) Clients, customers, or suppliers of the first 
person or of the other person: 

(B) Employees of the first person or of the other 
person (or of persons associated with 
either): 

(C) Persons associated with the first person or 
with the other person or with employees 
of either: 

(D) Any other special class of persons as 
determined from time to time by the 
Commissioner. 

(4) In this section-
"Eligible conference" means any conference, seminar, 

convention, educational course, or similar event 
which has a continuous duration (disregarding meals, 
rest, and recreation breaks) of not less than 4 hours 
except where-

(a) The event is held wholly or principally for the 
purpose of promoting or advertising a person's 
busmess or tile provision of goods or services by a 
person in the course of carrying on a business; or 

(b) The event is held wholly or principally for the 
purpose of giving or receiving information, relating to 
a person's business or the provision of goods or 
services by a person, to or from current or 
prospective clients, customers, or suppliers; or 

(c) The event is held wholly or principally for the 
purpose of the provision of entertainment: 

"Entertainment facility" means any-
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(a) Building or other structure or part of a building 
or other structure, whether permanent or temporary; 
or 

(b) Boat, yacht, or other water· borne vessel; or 
(c) Aircraft or other air-borne vessel; or 
(d) Land-borne vehicle; or 
(e) Land-

used or available for use wholly or principally for the 
purpose of or in connection with the l.rovision or 
enjoyment of entertainment, being foo , beverages, 
or recreation. 

er. 1976, No. 65, s. 106G 

SUBPART H-MoTOR VEHICLE EXPENDITURE 

DU 1. Deductions for motor vehicle expenses-(I) 
Except as provided in this section, no deduction in relation to 
expenditure incurred by a taxpayer in respect of or in relation 
to a motor vehicle used in gaining or producing assessable 
income of a taxpayer in any year shall be allowed under section 
BB 7 in calculating that assessable income in that income year. 

(2) Nothing in this section or in sections DH 2 to OH 4 shall 
apply to disallow any deduction or allowance by way of 
depreciation-

(a) In relation to a motor vehicle that is not used for any 
purpose other than-

(i) The gaining or producing of assessable income; 
or 

(ii) A purpose that constitutes a fringe benefit; or 
(b) To a taxpayer who is-

(i) A company; or 
(ii) A person whose sole income is income from 

employment. 
(3) Where in any income year a motor vehicle is used by a 

taxpayer partly for business purposes and partly for other 
purposes, there shall be allowed as a deduction in that income 
year the proportion of all expenditure incurred by the taxpayer 
in relation to the motor vehicle that reflects the proportion of 
business use of the vehicle to its total use in that income year, 
as that business use proportion is determined in accordance 
with sections DH 2 to DH 4. 

er. 1976, No. 65, s. 106B 
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DH 2. Use of actual records to establish business use 
proportion of motor vehicle-( 1) Where a taxpayer 
maintains complete and accurate details to the satisfaction of 
the Commissioner of the reasons for and distance of journeys 
undertaken by a motor vehicle for business purposes, and such 
other details as may be required by the Commissioner, those 
details shall, subject to subsection (2), be used for the purposes 
of section OH 1 (3) to calculate that proportion of the travel of 
the vehicle undertaken for business purposes during the period 
to which those details apply. 

(2) The details referred to in subsection (1) shall not be used 
to calculate the business use proportion of a motor vehicle to 
the extent that the period for which the details are kept falls 
within a logbook application period within the meaning of 
section OH 3, unless the taxpayer and the Commissioner agree 
that the details should be so used. 

Cf. 1976, No. 65, s. 106c 

DH S. Use of logbook to establish business use 
proportion of motor vehicle-( 1) Subject to this section, 
where a taxpayer maintains in relation to any motor vehicle

(a) A logbook that complies with the requirements of 
subsection (2); and 

(b) A record of the total distance travelled during every 
income year or part of an income year that falls 
within the logbook application period determined in 
relation to the logbOOK under subsection (3),-

the details of the logbook and record so maintained shall be 
used for the purposes of section OH 1 (3) to calculate the 
business use proportion of the motor vehicle in respect of any 
income year or part of an income year that falls within that 
logbook applicatIon period. 

(2) A logbook referred to in subsection (l)(a) shall-
(a) Be kept for a period of not less than 90 consecutive days, 

commencmg on a date elected by the taxpayer; and 
(b) Record complete and accurate details of the reasons for 

and the distance of journeys undertaken for business 
purposes, and such other details as may be required 
by the Commissioner; and 

(c) Record the total distance travelled by the motor vehicle 
during the period the logbook is maintained; and 

(d) Be kept for a period that represents or is likely to 
represent die average f>roportion of travel, for 
business purposes and for purposes other than 
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business puryoses, of that motor vehicle for the 
logbook application period. 

(3) The logbook application period to which any business use 
proportion calculated from the details of a logbook kept under 
this section applies shall be a period not exceeding 3 years 
that-

(a) Starts on whichever of the following days (not being a day 
that occurs later than the fust day of the period 
during which the logbook is maintained) is the latest: 

(i) The first day of the 1991-92 income year: 
(ii) The first day of the income year in which the 

taxpayer commences to keep the logbook: 
(ill) The day on which the motor vehicle to which 

the logbook relates (not being a replacement motor 
vehicle referred to in subsection (5)) was purchased or 
acquired by the taxpayer: 

(iv) The day immediately following the last day of 
the preceding log period: 

(v) A day specified by the taxpayer; and 
(b) Subject to subsection (4), ends on whichever of the 

following days is the earliest: 
(i) The day on which the motor vehicle is sold or 

otherwise disposed of and is not replaced by another 
motor vehicle: 

(ii) A day specified by the taxpayer: 
(ill) A day specified by the Commissioner under 

subsection (7)(a): 
(iv) The day being 3 years after the first day of the 

income year in which the logbook application period 
commenced under paragraph (a). 

(4) Where in any month during a logbook application 
period-

(a) The business use proportion of the motor vehicle in that 
month is 20 or more percentage points less than the 
business use proportion established by the logbook; 
and 

(b) The business use proportion established by the 10Sbook 
no longer fairfy represents the average proportIon of 
travel, for business purposes and purposes other than 
business purposes, of the vehicle,-

that logbook application period shall end on the last day of that 
month. 

(5) Where a taxpayer replaces a motor vehicle with another 
motor vehicle ana-
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(a) The logbook kept and retained in relation to the replaced 
vehicle is, or is likely to be, representative of the 
average travel, for business purposes and purposes 
other than business purposes, of the vehicle during 
the remainder of the logbook application period; and 

(b) From the day of replacement the taxpayer has 
maintained a record of the total distance travelled by 
the replacement vehicle during each income year or 
part of an income year that falls within the remainder 
of the logbook application period,-

then this section sliall apply to the replacement vehicle as if it 
were the same vehicle as that to which the logbook originally 
related. 

(6) Where the Commissioner is satisfied that a logbook 
maintained in relation to a motor vehicle is not or is no longer 
representative of the average travel for business purposes and 
for purposes other than business purposes of the motor vehicle 
dunng any income year to which the logbook applies, the 
Commissioner may-

(a) Notwithstanding anything in subsection (3), specify 
another gO-day period, being a period withfu the 
logbook application period, in which the taxpayer is 
to maintam a logbook for that motor vehicle; or 

(b) Deem the taxpayer to have not maintained a logbook in 
relation to that logbook application period. 

(7) Where in accordance with subsection (6) the 
Commissioner has required a further logbook in relation to a 
logbook application period to be maintained, and that 
proportion of the total travel of the motor vehicle undertaken 
for business purposes calculated in relation to that further 
logbook is 20 or more percentage points less than the 
proportion calculated in relation to the first logbook, then-

(a) Where the Commissioner considers that the first logbook 
maintained by the taxpayer in relation to that 
logbook application period was representative of the 
average travel, for business purposes and for 
p~oses other than business purposes, of the motor 
vehicle during part of the logbook application period, 
but is no longer so representative,-

(i) The Commissioner may determine a day on 
which that logbook application period ended; and 

(ii) The further logbook shall be deemed to have a 
logbook application period commencing on the day 
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following the day determined by the Commissioner 
under subparagraph (i); or 

(b) Where paragraph (a) does not apply, the Commissioner 
may direct that the further logbook shall apply for 
the logbook application period to which the first 
logbook origimilly applied. 

C£ 1976, No. 65, s. 106D 

DB 4. Business use proportion of motor vehicle where 
no logbook or details maintained-Where, in respect of 
any taxpayer and any period,-

(a) The period is not a logbook application period to which 
the business use proportion of a vehicle established by 
a logbook maintained under section DH 3 can be 
applied; and 

(b) The tax.eayer has not maintained for that period the 
details referred to in section DH 2,-

for the purposes of section DH 1 the business use proportion of 
the motor vehicle for that period shall be limited to the 
proportion of actual business use or 25% of total use of the 
motor vehicle, whichever is less, during the relevant period. 

C£ 1976, No. 65, s. 106E 

SUBPART I-ENTITY' SPECIFIC ExPENDITURE 

DJ 1. Allowable deductions of building societies
(1) Subject to this section the Commissioner shall, in calculating 
the assessable income derived in any income year by any 
building society, allow a deduction of-

(a) The amount of expenditure incurred by the building 
society in respect of money borrowed by way of 
withdrawable shares; and 

(b) The amount of any interest and other financial charges 
incurred by the building society in that income year 
in providing money used in that income year to make 
any interest free loan to any holder of a terminating 
share; and 

(c) The amount paid by the building society in that income 
year in the purchase, from a holder of any 
terminating share, of any balloted loan right acquired 
by that holder. 

(2) In this section, "balloted loan right" means a right arising 
from a ballot, held by or on behalf of a building society, of 
terminating shares, being a ballot held for the purpose of 
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ascertaining which of the holders of those shares is or are 
entitled to receive an interest free loan in respect of those 
shares. 

Cf. 1976, No. 65, s. 194A 

DI 2. Deduction of donations to Maori associations 
from assessable income of Maori authorities-The 
Corrunissioner may, in calculating the assessable income of a 
Maori authority, cillow as a deduction any donation made by 
the Maori authority to any Maori Association within the 
meaning of the Maori Community Development Act 1962 for 
the purposes of that Act: 

Provided that the amount allowed as a deduction under this 
section to any Maori authority in respect of any income year 
shall not exceed 5% of the assessable income derived by the 
Maori authority in that year that remains after making all other 
deductions that may be allowed by the Corrunissioner in 
calculating the assessable income. 

Cf. 1976, No. 65, s. 240 

DI S. Expenditure incurred by superannuation 
funds-( 1) In calculating the assessable mcome derived in any 
income year by a trustee of a superannuation fund, and 
notwithstanding section BB 8 (a) but subject to the other 
provisions of this Act, a deduction shall be allowed for 
expenditure incurred by the superannuation fund to the extent 
to which it is incurred in respect of developing, marketing, 
selling, promoting, ~d a~vertlSing ~or mem?~rs to the fund, 
not bemg expenditure mcurred m acqwnng any plant, 
machinery, equipment, land, or building, or expenditure which 
is not income in the hands of the recipient. 

(2) Notwithstanding any other provision of this Act, where in 
respect of any income year-

(a) Any funds of a superannuation fund (in this section 
referred to as the "first superannuation fund") are 
invested in whole or in part in another 
superannuation fund (in this section referred to as the 
"second superannuation fund"); and 

(b) The first superannuation fund has incurred expenditure in 
respect of developing, marketing, selling, promoting, 
or advertising for members to the fund, or in respect 
of management of the fund, not being expenditure 
incurred in acquiring any plant, machinery, 
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equipment, land, or building, or expenditure which is 
not IDcome in the hands of the recipient,-

that expenditure may, if and to the extent to which the first 
superannuation fund elects by notice in writing given to the 
Commissioner within the time within which that fund is 
required to furnish a return of its income for that income year, 
or within such further time as the Commissioner may allow, be 
treated as if it were expenditure incurred by the second 
superannuation fund in gaining or producing assessable 
income, and for this purpose-

(c) The expenditure shall be treated as if it were incurred by 
the second superannuation fund on the day on which 
it was incurred by the first superannuation fund; and 

(d) That expenditure may be deducted from the assessable 
income (other than non-resident withholding income 
of any of the kinds to which section NG 4 applies) 
derived by the second superannuation fund ID the 
relevant income year of the second superannuation 
fund so far as the balance of that assessable income 
(after deduction of any loss that the second 
superannuation fund is entitled to deduct under 
section lE 1 or section IF 1) extends; and 

(e) The amount of the expenditure so deducted from the 
assessable income derived by the second 
superannuation fund shall be deemed not to be 
incurred by the first superannuation fund. 

Cf. 1976, No. 65, s. 228 (2A), (2c) 

SUBPART J-OTHER ExPENDITURE OR Loss 

DJ 1. Certain deductions not permitted-bad debts, 
share losses, and indemnities-Notwithstanding anything in 
section BB 7, in calculating the assessable income derived by 
any person from any source, no deduction shall, except as 
expressly provided in this Act, be made in respect of any of the 
following sums or matters: 

(a) Bad debts, except where and to the extent that,-
(i) In the case of a debt which is an amount owing 

to the taxpayer in respect of a financial arrangement 
where the accruals rules apply to the taxpayer in 
respect of the financial arrangement, a deauction is 
permitted under section EH 5; and 

(ii) In any case other than that of a debt which is an 
amount owing to the taxpayer in respect of a 
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financial arrangement where the accruals rules apply 
to the taxpayer in respect of the financial 
arrangement, the bad debt is not a loss of capital 
subject to section BB 8 (a); and 

(ill) The debt is proved to the satisfaction of the 
Commissioner to have been actually written off as a 
bad debt by the taxpayer in the income year; and 

(iv) In any case where-
(A) The taxpayer is a company; and 
(B) The debt is owed by a company (referred to 

in this subparagraph as the "debtor"); and 
(C) The application of the amount giving rise to 

the debt is taken into account in 
calculating a loss (referred to in this 
subparagraph as the "resultant loss") 
incurred- by the debtor or any other 
company funded (directly or indirectly) by 
the debtor; and 

(D) An}' one or more amounts have been 
allowed under section IG 2 of this Act or 
section 191 A of the Income Tax Act 1976 
as a deduction to the taxpayer (or to any 
other company which is at any time in the 
incomelear in which the resultant loss is 
incurre in the same group of companies 
as the taxpayer), in any income year 
commencing on or after 1 April 1993 and 
preceding the income year in which the 
bad debt is written off, in respect of the 
resultant loss,-

the debt exceeds the aggregate of the amounts so 
allowed as a deduction: 

(b) A loss (referred to in this paragraph as the "share loss") 
incurred by the taxpayer as a result of the decline in 
value of any shares issued by any company (referred 
to in this paragraph as the "issuing company") 
(whether the share loss arises on disposal of the 
shares or by virtue of a valuation of the shares made 
under section EE 1 or section FB 3 or otherwise) 
where-

C-ll 

(i) The taxpayer is a company; and 
(ii) The application of the amount subscribed 

(whether subscribed by the taxpayer or any other 
person) in respect of the shares is taken into account 
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in calculating a loss (referred to in this 'paragraph as 
the "resultant loss") incurred by the issumg company 
or by any other company funded (direcdy or 
indirecdy) by the issuing company; and 

(ill) Anyone or more amounts have been allowed 
under section IG 2 as a deduction to the taxpayer (or 
to any other company which is at any time in the 
income year in which the resultant loss is incurred in 
the same group of companies as the taxpayer), in any 
income year preceding the income year in which the 
share loss is incurred, in respect of the resultant 
loss,-
except to the extent that that share loss (when 
aggregated with any other losses incurred by the 
taxpayer as a result of the decline in value of the 
shares, in income years preceding the income year in 
which the share loss is incurred, for which a 
deduction has been prohibited by this paragraph) 
exceeds the aggregate of the amounts so allowed as a 
deduction: 

(c) Any expenditure or loss recoverable under any insurance 
or right of indemnity. 

Cf. 1976, No. 65, s. 106 (1)(b), (ba), (c) 

DJ 2. Deduction from estate income of irrecoverable 
book debts-Where the amount of any debt owing to any 
person at the date of the person's death has been included in 
the assessable income of the person or of the trustee of the 
person's estate for any income year, and the debt or any part of 
It is proved to the satisfaction of the Commissioner to be 
irrecoverable and to have actually been written off by the 
trustee as a bad debt, the amount so written off shall be 
deemed to be a loss incurred by the trustee in the income year 
in which the amount was written off, and shall be allowable as a 
deduction, first against any income derived by the trustee as 
trustee income, and then, as to any balance, against any 
income derived in that year by or in trust for a beneficiary who 
has a vested interest in the capital of the estate to the extent 
that the loss is chargeable against the capital of that 
beneficiary; and any balance not allowed as a deduction in that 
year shall, so far as it extends, be allowable as a deduction in 
that same manner against income derived in the next income 
year and so on. 

Cf. 1976, No. 65, s. 233 

C-ll* 
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DJ 8. Chatham Islands dues-(I) The Commissioner may, 
in calculating the assessable income of any taxpayer from any 
business, allow a deduction in respect of any amount (being an 
amount that is not deductible otherwise than under this section) 
of county dues levied under the Chatham Islands County 
Council Empowering Act 1980 paid in the income year by the 
taxpayer in respect of any goods used by the taxpayer in 
connection with that business. 

(2) Dues allowed as a deduction under subsection (1) shall not 
be taken into account in calculating the cost of goods for the 
purpose of allowing any other deduction under this Act in 
respect of those goods. 

ct 1976, No. 65, s. 141 

DJ 4. Gifts of money by companies not closely held
Subject to this section, any company (not being a close 
company) shall, in calculating the assessable income derived by 
it in any income year, be entitled to deduct the amount of any 
gift of money (bemg an amount that is not deductible otherwise 
than under this section) made to any society, institution, 
organisation, trust, or fund of any of the kinds referred to in 
section KC 5 (1): 

Provided that the amount of the deduction under this 
section-

(a) In respect of the aggregate of all gifts made in that 
income year by any company (not being a close 
company) to anyone donee, shall not exceed the 
greater of-

(i) 1 % of the company's assessable income; or 
(ii) $4,000; and 

(b) In respect of the aggregate of all gifts made in that 
income year by any company (not being a close 
company), shall not exceed-

(i) $1,000; or 
(ii) 5% of the assessable income (being the 

assessable income before any deduction is allowed 
under this section) derived by the company (not being 
a close company) in that year,-
whichever is the greater. 

ct 1976, No. 65, s. 147 (2); 1994, No. 76, s. 19 

DJ 5. Expenditure relating to determination of liability 
to tax-(I) Subject to this section, in calculating the assessable 
income derived by any taxpayer in any income year, the 
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Commissioner shall allow a deduction in respect of any 
expenditure incurred by the taxpayer during that income year 
in connection with-

(a) The calculation or determination of the assessable income 
of the taxpayer for any income year: 

(b) The calculation or determination of the goods and 
services tax payable by the taxpayer for any taxable 
period: 

(c) The preparation, institution, or presentation of an 
objection to or an appeal against or in consequence of 
any determination or assessment made by the 
Commissioner in respect of the taxpayer under this 
Act or the Tax Administration Act 1994 or the 
Income Tax Act 1976 or the Goods and Services Tax 
Act 1985: 

(d) Any contribution by the taxpayer towards the 
expenditure incurred by any other taxpayer where-

(i) That expenditure is allowable under this section 
in the calculation or determination of the assessable 
income of that other taxpayer and relates to any 
matter affecting the calcuIatIOn or determination of 
the assessable income of, or any goods and services 
tax payable by, the first-mentioned taxpayer; and 

(ii) The first-mentioned taxpayer has objected to or 
appealed against an assessment or determination 
made, in relation to the matter, by the Commissioner 
under the provisions of this Act or the Tax 
Administration Act 1994 or the Income Tax Act 1976 
or the Goods and Services Tax Act 1985. 

(2) Any amount received by the taxpayer at any time, 
whether by way of reimbursement, award of the Court, 
recovery, or otherwise in respect of an amount allowed as a 
deduction under this section, shall be deemed to be assessable 
income derived by the taxpayer in the income year in which it 
is received. 

(3) No deduction shall be allowed under this section in 
respect of any expenditure incurred in connection with-

(a) Any matter or assessment arising from a return (being a 
return of income or a return furnished under the 
provisions of the Goods and Services Tax Act 1985) 
that, in the opinion of the Commissioner, was 
fraudulent or wilfully misleading: 

(b) Any offence under any of the Inland Revenue Acts: 
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(c) Any assessment of penal tax assessed under the provisions 
of this Act or the Tax Administration Act 1994 or the 
Income Tax Act 1976 or the Goods and Services Tax 
Act 1985 (not being an assessment which is 
subsequently cancelled): 

(d) Any objection or appeal which, in the opinion of the 
Commissioner, IS of an inconsequential or frivolous 
nature: 

(e) Any matter or assessment arising under the provisions of 
the Goods and Services Tax Act 1985 where and to 
the extent that the matter or assessment is in respect 
of taxable activity carried on by the registered person 
that does not constitute a business for tbe purposes of 
this Act. 

(4) In this section-
"Goods and services tax payable"-

(a) Means an amount of goods and services tax 
calculated in accordance with sections 19 and 20 of 
the Goods and Services Tax Act 1985; and 

(b) Includes-
(i) Any amount referred to in section 17 (2) or 

section 27 (6) of the Goods and Services 
Tax Act 1985: 

(ii) Any amount refundable by the 
Commissioner under section 19 or 
section 20 of the Goods and Services Tax 
Act 1985: 

"Taxable activity" has the same meaning as in section 6 of 
the Goods and Services Tax Act 1985. 

Cf. 1976, No. 65, s. 165 

DJ 6. Patent expenses-(I) In calculating the assessable 
income derived by any taxpayer during any income year, the 
Commissioner may allow such deduction as the Commissioner 
thinks fit in respect of any expenditure incurred by the 
taxpayer during that year in connection with the grant, 
maIntenance, or extension of a patent used by the taxpayer in 
the production of the taxpayer's assessable income for that 
year. 

(2) Where a patent has been granted in respect of any 
invention, the Commissioner, in calculating the assessable 
income derived during any income year by any taxpayer who 
has used the patent in the production of the taxpayer's 
assessable income for that year and who, whether alone or in 
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conjunction with any other person, actually devised the 
invention, may allow such deduction as the Commissioner 
thinks fit in respect of any expenditure incurred before 1 April 
1993 by the taxpayer in connection with the devising of the 
invention (not being expenditure in respect of whicn, or of 
assets representing whicn, a deduction is otherwise allowable). 

Cf. 1976, No. 65, s. 143 

DJ 7. Misappropriation by partner of p~perty 
entrusted to partnership-Where a taxpayer carnes on 
business in partnership, and any partner (other than the 
taxpayer or the spouse of the taxpayer) misappropriates any 
property of any kind belonging to any person (other than a 
partner in the partnership or die spouse of any such partner) 
received in the course of the business either by the partnership 
or by anyone or more of the partners in the partnership, and 
the taxpayer makes any payment for the purpose of making 
good any loss suffered by that person as a result of that 
misappropriation, the Commissioner may, where the 
CommisSIOner is satisfied that the taxpayer was under a legal 
liability to make good that loss, allow a deduction in respect of 
the payment so made in calculating the assessable income 
derived by the taxpayer in the income year in which the 
payment was made: 

Provided that any amount recouped by the taxpayer at any 
time, whether by way of insurance, indemnity, reimbursement, 
recovery, or otherwise, in respect of any amount allowed as a 
deduction under this section shall be deemed to be assessable 
income derived by the taxpayer in the income year in which 
the amount was recouped. 

Cf. 1976, No. 65, s. 163 

DJ 8. Misappropriation by employees and other 
persons engaged for purposes of business of taxpayer
(1) Where a taxpayer carrying on any business incurs any loss 
(being a loss which has not been taken into account otherwise 
than under this section in calculating the assessable income of 
the taxpayer for any income year) in the course of the business 
as a result of the misappropriation of property of any kind by 
any person who is employed by, or renders services to, the 
taxpayer for the purposes of that business, the Commissioner 
may, in calculatmg the assessable income derived by the 
taxpayer in the year in which the loss is ascertained, or in such 
one or more earlier years as the Commissioner considers 
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equitable in the circumstances, allow a deduction for the 
amount of that loss: 

Provided that any amount recouped by the taxpayer at any 
time, whether by way of insurance, indemnity, reimbursement, 
recovery, or otherwise, in respect of that loss shall be deemed 
to be assessable income derived by the taxpayer in the income 
year in which the amount was recouped. 

(2) Nothing in subsection (1) shall apply to any 
misappropriation of property of any kind by any person in any 
case where-

(a) That person is a relative of the taxpayer; or 
(b) The taxpayer is a company, and that person, or any 

relative of that person, and the taxpayer are 
associated persons; or 

(c) The taxpa~er is a trustee of an~ trust, and that person 
created the trust, or setded any property for the 
purposes of the trust, or is a beneficiary under the 
trust. 

CE 1976, No. 65, s. 164 

DJ 9. Expenditure on scientific research-(I) In 
calculating the assessable income derived by any taxpayer 
during any income year, the Commissioner may-

(a) Allow such deduction as the Commissioner thinks fit in 
respect of any expenditure, incurred by the taxpayer 
during that income year, in connection with scientific 
research carried on or carried out for the purpose of 
the deriving, by the taxpayer, of assessable income, 
except so far as the expenditure relates to an 
asset (not being an asset created from the scientific 
research) in respect of which a deduction for 
depreciation is allowable under this Act: 

(b) Subject to sections EG 17, EG 19, and FF 16, allow such 
deduction as the Commissioner thinks fit by way of 
depreciation in respect of any asset used by the 
taxpayer in that income year in connection with 
scientific research carried on or carried out for the 
purpose of the deriving, by the taxpayer, of 
assessable income; and any deduction so allowed shall 
be in substitution for all other deductions otherwise 
allowable to the taxpayer by way of depreciation in 
respect of that asset in that income year under 
section EG 1. 
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(2) Without limiting the discretion of the Commissioner 
under this section, the Commissioner may refuse in whole or in 
part to allow any deduction under subsection (1 )(b) in any case 
where the Commissioner is not satisfied that complete and 
satisfactory accounts have been kept by or on behalf of the 
taxpayer. 

C£ 1976, No. 65, s. 144 

DJ 10. Expenditure to prevent or combat pollution of 
envlronment-( 1) Subject to this section, where the 
Commissioner is satisfied that any taxpayer engaged in any 
business in New Zealand (other than a farming or agricultural 
business) has incurred in that business any expenditure in the 
construction on land in New Zealand of earthworks, ponds, 
settling tanks, or other similar improvements primarily for the 
purpose of treating industrial waste in order to prevent or 
combat pollution of the environment (not being expenditure in 
respect of which a deduction, whether by way of depreciation 
or otherwise, is allowed under any other provision of tills Act or 
the Income Tax Act 1976), the Commissioner shall, in 
calculating the assessable income derived by the taxpayer from 
that business, allow a deduction in accordance with this section 
of the amount of that expenditure. 

(2) The amount of any deduction allowed under this section 
in respect of any capital expenditure shall be allowed as 
follows: 

(a) 20% in respect of the income year in which the 
expenditure was incurred: 

(b) 20% in respect of each of the 4 income years immediately 
succeeding the income year in which the expenditure 
was incurred: 

Provided that the Commissioner may re-allocate the 
deduction allowed under this section so that the minimum 
amount allowed to any taxpayer in respect of any of those 
years is $1,000 in the aggregate or the balance of the 
expenditure for which a deduction has not been allowed in 
respect of any preceding income year, whichever is the smaller. 

C£ 1976, No. 65, s. 124 

DJ 11. Expenditure incurred in borrowing money or 
obtaining lease-The Commissioner may, in calculating the 
assessable income of any taxpayer, allow such deduction as the 
Commissioner thinks fit in respect of expenditure incurred by 
the taxpayer during the income year for the preparation, 
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stamping, and registration of any lease of property used in the 
production of the taxpayer's assessable income, or of any 
renewal of any such lease, or in the borrowing of money: 
employed by the taxpayer as capital in the production of 
assessable income. 

C£ 1976, No. 65, s. 136 

SUBPART K-!NDUSTRy,SPECIFIC ExPENDITURE 

DK 1. Limitation of deduction for certain film 
e~penditure to amount at risk-(I) This section shall apply 
WIth respect to-

(a) Any limited recourse loan made on or after 6 August 1982 
which is used in any income year by the taxpayer in 
respect of or in relation to the acquisition, production, 
or marketing of any film: 

(b) Any expenditure incurred in any income year by any 
taxpayer in respect of or in relation to the acquisition, 
proQuction, or marketing of any film where that 
expenditure is financed from any such limited 
recourse loan. 

(2) Where in any income year the whole or any part of a 
limited recourse loan made at any time to any taxpayer is used 
in the pa}'!llent of any expenditure incurred by the taxpayer in 
respect of or in relation to the acquisition, production, or 
marketing of any film (not being expenditure of any of the 
kinds referred to in subsection (3)) tbat would, but for this 
subsection, be allowable as a deduction under this Act in 
calculating the assessable income derived by the taxpayer 
(whether derived in that income year or in any other income 
year), the amount of that deduction shall, for the purposes of 
this Act, be reduced by an amount equal to so much of the 
amount of that limited recourse loan as is so used. 

(3) Where in any income year the whole or any part of a 
limited recourse loan made at any time to any taxpayer is used 
in the payment of any expenditure of a capital nature incurred 
by the taxpayer in the acquisition, construction, installation, or 
extension of any asset (being an asset purchased for use in 
respect of or in relation to the acquisition, production, or 
marketing of any film and in respect of which a deduction by 
way of depreciation may be allowed under this Act by the 
Commissioner in calculating the assessable income derived by 
the taxpayer, whether derived in that income year or in any 
other income year), the amount of that expenditure shall, for 
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the purposes of detennining the amount of any such deduction 
by way of depreciation in respect of that asset, be reduced by 
an amount equal to so mucD. of the amount of that limited 
recourse loan as is so used. 

(4) Where any limited recourse loan has been made to any 
taxpayer in any income year, that loan shall be deemed to be 
usea in the payment, in the following order, of-

(a) First, so much of the expenditure, being expenditure of 
the kind referred to in subsection (2) and being 
expenditure for use in the payment of which that 
limited recourse loan was so made, as, having been 
incurred in any income year preceding that income 
rear, was not paid before the commencement of that 
mcome year: 

(b) Secondly, so much of the expenditure, being expenditure 
of the kind referred to in subsection (3) and being 
expenditure for use in the payment of which that 
limited recourse loan was so made, as, having been 
incurred in any income year preceding that income 
rear, was not paid before the commencement of that 
mcome year: 

(c) ThirdlY', the payment of any expenditure, of the kind 
referred to in subsection (2), incurred in that income 
year: 

(d) Fourthly, the payment of any expenditure, of the kind 
referred to in subsection (3), incurred in that income 
year. 

(5) Where in any income year any taxpayer repays the whole 
or any part of a limited recourse loan made to the taxpayer, 
the following provisions shall apply: 

(a) The amount of that repayment shall, to the extent that it 
is equal to or less than the amount of the limited 
recourse loan that, under subsection (4)(a), is deemed 
to be applied in the making of the payment of the 
expenditure of the kind referred to in that subsection, 
be deemed, for the purposes of this Act, to be an 
amount of expenditure of that kind incurred by the 
taxpayer in that income year; and 

(b) So much (if any) of that repayment as exceeds the 
amount which under paragraph (a) is deemed to be 
an amount of expenditure incurred by the taxpayer 
in that income year, shall be deemed, for the 
purposes of this Act, to be an amount of expenditure 
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of the kind referred to in subsection (4)(b), incurred 
by the taxpayer in that income year; and 

(c) So much (if any) of that repa~ent as exceeds the 
aggregate of the amounts which under paragraphs (a) 
and (b) are deemed to be amounts of expenditure 
incurred by the taxpayer in that income year, shall be 
deemed, for the puryoses of this Act, to be an 
amount of the expenditure of the kind referred to in 
subsection (4)(c), incurred by the taxpayer in that 
income year; and 

(d) So much (if any) of that repayment as exceeds the 
aggregate of the amounts which under 
paragraphs (a), (b), and (c) are deemed to be amounts 
of expenditure mcurred by the taxpayer in that 
income year, shall, to the extent that it does not 
exceed the amount of the expenditure of the kind 
referred to in subsection (4)(d), be deemed, for the 
purposes of this Act, to be an amount of expenditure 
of the kind referred to in that subsection incurred by 
the taxpayer in that income year; and 

(e) To the extent that the amount of the expenditure of the 
kind referred to in paragraph (a) or paragraph (b) or 
paragraph (c) or paragraph (d) of subsection (4) (being 
the expenditure m the payment of which that limited 
recourse loan is deemed under that subsection to 
have been applied) exceeds the amount which, as the 
case may be, under paragraph (a) or paragraph (b) or 
paragraph (c) or paragraph (d) of this subsection, is 
deemed to be an amount of expenditure incurred by 
the taxpayer in that income year, the amount of that 
excess shall for the purposes of this subsection, be 
deemed, in relation to any further such repayment 
made in any income year, to be the amount of the 
expenditure (of the kind referred to in, as the case 
may be, paragraph (a) or paragraph (b) or paragraph 
(c) or paragraph (d) ot subsection (4)) in the payment 
of which that limited recourse loan is, under 
subsection (4), deemed to have been applied, and so 
on: 

Provided that, in any case where, in relation to the amount 
of the expenditure of the kind referred to in paragraph (a) or 
paragraph (b) or paragraph (c) or paragraph (d) of subsection 
(4), no such excess remains at the end of any income year, after 
the application (in relation to that income year) of the 
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preceding provisions of this subsection, this subsection shall, in 
relation to any further such repayment made in any income 
year, be read as if the reference to, as the case may be, that 
paragraph (a) or that paragraph (b) or that paragraph (c) or that 
paragraph (d) were a reference to die next succeeding 
paragraph (if any) of subsection (4). 

(6) Subsection (5) shall not apply to the extent that the whole 
or any part of a limited recourse loan is used, or could have 
been used, to repay the limited recourse loan referred to in that 
subsection. 

(7) Notwithstanding anything in section BB 7, in calculating 
the assessable income derived in any income year by: any 
taxpayer, no deduction shall be allowed in respect of any 
interest payable in respect of a limited recourse loan (being a 
limited recourse loan which is used in the payment of any 
expenditure incurred in respect of the acquisition, production, 
or marketing of any film) except to the extent that the 
Commissioner is satisfied that the interest has been paid during 
the income year. 

(8) In this section-
"Limited recourse loan", in relation to a taxpayer and to 

any income year, means any amount borrowed by 
the taxpayer where the taxpayer is protected, either 
wholly or partially, against loss arising from any 
investment of the amount borrowed by virtue of-

(a) The amount borrowed being a non-recourse 
loan or part of a non-recourse loan; or 

(b) Any guarantee provided by any person who has, 
at any time in the income year, an interest (other 
than mterest as a creditor) in the business or activity 
in which the amount so borrowed is invested or in 
any product, consequence, effect, or result of the 
carrymg on of the business; or 

(c) Any other arrangement which, in the opinion of 
the Commissioner, is of a substantially similar 
nature,-
and includes any amount borrowed by the taxpayer 
on or after 1 April 1983 from any other person (the 
taxpayer and the other person being associated 
persons), whether or not the taxpayer is protected in 
relation to any investment of the amount borrowed, 
where the amount so borrowed by the taxpayer is, 
directly or indirectly, an amount that the other 
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person has borrowed and in relation to any 
mvestment of which the other person is so protected: 

"Non·recourse loan" means a loan arrangement entered 
into between a taxpayer and another person where 
the repayment of the loan or any interest is secured 
upon the income to be derived from any venture or 
upon the happening of any other future event and 
wbere, in the event that the proceeds (whether of an 
income or capital nature) from that venture are less 
than the sum of the amount borrowed and any 
interest accrued, or that that event does not occur, or 
for any other reason, the taxpayer is liable to repay 
less than the whole of the loan, or is liable to pay less 
than the whole of the interest accrued on it. 

C£ 1976, No. 65, s. 106A; 1993, No. 139, s. 17 

DK. 2. Deduction for expenditure or loss incurred by 
persons associated with petroleum miners-Where-

(a) An associated person of a petroleum miner carries out 
any petroleum mining operations in the area 
comprised in a petroleum licence held wholly or 
partly by the petroleum miner; and 

(b) The associated person carries out those petroleum mining 
operations under any contract or arrangement for 
reward; and 

(c) The associated person is not a petroleum miner in respect 
of those petroleum mining operations,-

the deductions alfowable, under this Act, to the associated 
person in calculating its assessable income for any income year 
on account of expenditure or loss incurred by the associated 
person in carrying out those petroleum mining operations shall 
be limited to an amount equal to the amount of consideration, 
received or receivable by the associated person on account of 
those petroleum mining operations, which constitutes 
assessable income derived by die associated person. 

C£ 1976, No. 65, s. 106F 

DK. S. Limitation of deduction against policyholder 
income-A life insurer shall not be entitled to c[aim to deduct 
from or set off against any policyholder income of the life 
insurer any expenditure or loss incurred by the life insurer or 
by any other person except as provided in sections CM 15 to 
CM 17, 11 1, and 11 2. 

Cf. 1976, No. 65, s. 205F 
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DK. 4. Expenditure incurred by airport operators-Not· 
withstcmdinS anything in this Act, in cafculating the assessable 
income denved by an airport operator from any source no 
deduction shall be allowed in respect of any expenditure or 
loss, or of any provision that (under section QC 1 (2)(h)) is 
deemed to be expenditure or, as the case may be, a loss in the 
nature of interest, to the extent that that expenditure, loss, or 
provision is, in tenns of the joint venture agreement that relates 
to the a.iI-Eort operator, a charge against any part of the joint 
income (of the parties to the joint venture agreement) that has 
been allocated to or, as the case may be, diStributed to any of 
the parties. 

Cf. 1976, No. 65, s. 197A (7) 

SUBPART L-FORESTRY EXPENDITURE 

DL 1. Income derived from timber or forestry-(l) In 
any case where a profit or gain (including any amount deemed 
to have been realised under section FB 4 or section GD 1 or 
section GD 2) is derived by: a person from the sale or other 
disposition by that person of timber or of a right to take timber 
to an associated person-

(a) The person shall be entitled to a deduction for the cost of 
the timber under section CT 1 (1) only to the extent 
that the cost of the timber <Ioes not exceed the profit 
or gain so derived; and 

(b) The cost of the timber to the associated person acquiring 
the timber or the right to take timber shall for the 
purposes of this section be deemed to be the 
aggregate of-

(i) The cost of the timber to the associated person; 
and 

(ii) The amount (if any) that, under paragraph (a), is 
not allowed as a deduction to the person selling or 
otherwise disposing of the timber or right to take 
timber, by reason of being in excess of the profit or 
gain so derived. 

(2) Any person who carries on a forestry business on cmy land 
in New Zealand shall, in calculating the assessable income 
derived by that person in any income year, be entitled to a 
deduction in respect of any expenditure (not being expenditure 
that is deductible under subsection (3) or subsection (4)) 
incurred in the planting or maintaining of trees on the land. 

(3) A person who carries on a forestry business on any land in 
New Zealand shall, in calculating the assessable income derived 
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by that person in any income year, be entitled to deduct any 
expenditure incurred by that person in that business in that 
income year, being expenditure which is not deductible 
otherwise than under thiS section,-

(a) By way of rent, rates, insurance premiums, administrative 
overheads, or other like expenses: 

(b) By way of weed control (excluding releasing) or pest 
control or disease control, or fertiliser application 
undertaken subsequent to the planting of die forest: 

(c) By way of interest on money borrowed and employed as 
capital for the purposes of that business: 

(d) By way of the repair or maintenance of plant, machinery, 
or. e<Juipm~nt used by that person primarily and 
prmClpcilly m-

(i) Planting or maintaining trees on the land in New 
Zealand on which that person carries on that forestry 
business; or 

(ii) Preparing or otherwise developing that land for 
the forestry operations of that person: 

(e) By way of the repair or maintenance of land 
improvements (not being trees) effected on the land 
in New Zealand on which that person carries on that 
forestry business and used by that person primarily 
and principally in that business. 

(4) A person who carries on a forestry business on any land in 
New Zealand shall, in calculating the assessable income derived 
by the person in any income year, be entitled to deduct any 
expenditure incurred by the person in that business in that 
income year, being expenditure that is not deductible otherwise 
than under this section, in the construction to or on the land of 
access tracks that are constructed for a specific operational 
purpose and are used for no longer than. 12 months after 
construction. 

(5) Where-
(a) Expenditure of a capital nature is incurred by a person in 

the acquisition or construction, on or after 1 April 
1975, of plant or machinery; and 

(b) That plant or machinery so acquired or constructed is first 
used on or after 1 April 1975 by that person primarily 
and principally in planting or maintaining trees on 
the land in New Zealand on which that person carries 
on a forestry business or in preparing or otherwise 
developing that land for those forestry operations,-
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that person shall deduct an amount on account of depreciation 
in accordance with sections EG 1 to EG 14 (but subject to 
sections CC 3, DL 3, EG 19, and FF 16 (1)) as if that plant or 
machinery were depreciable property. 

(6) Where any expenditure referred to in subsection (3) or 
subsection (4) has been allowed as a deduction under that 
subsection and the person has subsequently been recouped for 
the whole or a part of that expenditure, the amount for which 
the person is so recouped shall be deemed to be assessable 
income derived by the person in the income year in which the 
person is so recouped. 

(7) Where any person has been allowed a deduction under 
this section or under any other provision of this Act in respect 
of any expenditure, that expenditure shall be deemed not to 
form part of the cost of timber for the purposes of this section 
and section CJ 1. 

(8) Where a deduction has been allowed in respect of any 
asset under subsection (5), the expenditure of a capital nature 
in respect of that asset shall, to die extent of the deduction so 
allowed, be deemed not to form part of the cost of the timber 
for the purposes of this section and section CJ 1. 

(9) For the purposes of this section and section CJ 1, the cost 
of timber shall be deemed not to include expenditure incurred 
in land contouring or expenditure of any of the kinds specified 
in Part B of Schedule 7. 

(10) Notwithstanding subsection (8), for the purposes of this 
section and section CJ 1 the cost of timber shall be deemed not 
to include any amount of expenditure incurred in the 1987-88 
income year or any subsequent income year which does not 
form part of a determination made in accordance with 
subsection (11). 

(11) Where any taxpayer furnishes a return of income in 
respect of any income year in which the taxpayer has incurred 
expenditure (being expenditure which will at any time form 
part of the cost of timber for the purposes of this section and 
section CJ 1), the Commissioner shall determine the amount of 
that expenditure in accordance with the provisions of this Act 
for the calculation of assessable income, and section 92 (5) of 
the Tax Administration Act 1994 shall, as far as applicable and 
with the necessary modifications, apply as if such a 
determination were a determination of loss made under section 
92 (3) of that Act. 

(12) Where in any income year any person who carries on a 
forestry business on any land in New Zealand suffers, in relation 
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to that business, the loss or destruction of any standing timber, 
that person shall, in calculating the assessable income derived 
by that person in that income year, be entided to deduct an 
amount equal to the cost of that timber less any amount 
received by way of insurance, indemnity, compensation, or 
other damages in respect of the loss or destruction of that 
timber. 

(13) The amount of any deduction allowable under 
subsection (2) in relation to expenditure of the kinds referred to 
in that subsection shall be-

(a) In relation to any such expenditure incurred in the 
1987-88 income year, an amount equal to 90% of the 
amount of that expenditure: 

(b) In relation to any such expenditure incurred in the 
1988-89 income year, an amount equal to 750/0 of the 
amount of that expenditure: 

(c) In relation to any such expenditure incurred in the 
1989-90 income year, an amount equal to 55% of the 
amount of that expenditure: 

(d) In relation to any such expenditure incurred in the 
1990-91 income year, an amount equal to 30% of the 
amount of that expenditure: 

(e) In relation to any such expenditure incurred in the 
1991-92 income year or m any subsequent year, the 
full amount of that expenditure. 

(14) Notwithstanding anything in subsection (2) or subsection 
(13), where any taxpayer who carries on a forestry business in 
New Zealand lias, on or before 12 December 1985, entered into 
a binding contract with any other person (that other person and 
the taxpayer not being associated persons) committing the 
taxpayer to incur expenruture of any of the kinds referred to in 
subsection (2), a deduction shall be allowed in calculating the 
assessable income derived by the taxpayer in the 1996-97 or 
any earlier income year of an amount equal to the amount of 
such expenditure incurred in that income year. 

(15) Notwithstanding anything in subsection (2) or subsection 
(13), where any taxpayer who carries on a forestry business in 
New Zealand has, on or before 12 December 1985, purchased 
or otherwise acquired land or entered into a binding contract to 
purchase or otherwise acquire land or entered into a lease of 
land, and has planted trees on the land on or before 31 
December 1986, a deduction shall be allowed in relation to the 
assessable income derived by the taxpayer in the 1996-97 or 
any earlier income year of an amount equal to the amount of 
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the expenditure incurred by the taxpayer in that income year 
in maintaining those trees. 

ef. 1976, No. 65, s. 74 

DL 2. Expenditure on land improvements used for 
forestry-( 1) Any taxpayer who carries on any forestry 
business on any land owned by that taxpayer in New Zealand 
shall, in calculating the assessable income derived by the 
taxpayer in any income year, other than the income year in 
which that taxpayer sells or otherwise disposes of that land, be 
entitled to a deduction in respect of any expenditure of any of 
the kinds specified in Part B of Schedule 7 incurred by that 
taxpayer or any other taxpayer in preparing or otherwise 
developing that land, and being expenditure which is of benefit 
to that business in that income year. 

(2) Any taxpayer who carries on any forestry business on any 
land in New zealand which is not owned by that taxpayer shall, 
in calculating the assessable income derived by that taxpayer in 
any income year, other than the income year in which that 
taxpayer ceases to carry on the forestry business on that land, 
be entitled to a deduction in respect of any expenditure of any 
of the kinds specified in Part B of Schedule 7 incurred by that 
taxpayer in preparing or otherwise developing that land, and 
being expenditure which is of benefit to the business in that 
income year. 

(3) The amount of any deduction allowed under subsection 
(1) or subsection (2) in relation to any item of expenditure shall 
be-

(a) Where the expenditure incurred in relation to the item
(i) Is either-

(A) Incurred by the taxpayer during the period 
commencing with 16 December 1991 and 
ending on 31 March 1993 (both dates 
inclusive) otherwise than in accordance 
with a binding contract entered into by the 
taxpayer before 16 December 1991; or 

(B) Incurred by the taxpayer on or after 1 April 
1993 and before 1 April 1994 in 
accordance with a binding contract 
entered into by the taxpayer during the 
period specified in subsubparagraph (A); 
or 
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(C) Incurred by the taxpayer on or after 1 April 
1993 and before the end of the taxpayer's 
1994-95 income year; and 

(ii) Is not incurred in acquiring from any other 
person any already existing preparatIon or 
development of the land of a kind itemISed in Part B 
of Sdiedule 7 (other than in accordance with a 
matrimonial agreement or, where the taxpayer is a 
company in a wholly-owned group at the time of 
acquisition and the tlme of acquisition is before the 
end of the taxpayer's 1994-95 income year, from 
another company in that wholly-owned group),-
an amount equal to 125% of the percentage specified 
in relation to that item of expenditure in Part B of 
Schedule 7 of the diminished value of that item of 
expenditure: 

(b) Where the expenditure is incurred in the taxpayer's 
1995-96 income year or in any subsequent year, an 
amount calculated in accordance with the following 
formula: 

1.20 X a X b 
where-

a is the percentage specified in Part B of 
Schedule 7 in relation to the item of 
expenditure; and 

b is the diminished value of that item of 
expenditure: 

(c) In any other case, an amount equal to the percenta~e 
specified in relation to that item of expenditure m 
Part B of Schedule 7 of the diminished value of that 
item of expenditure. 

C£ 1976, No. 65, s. 128B 

DL S. Forestry encouragement grants-( 1) Notwith
standing anything in this Act, this section shall apply in respect 
of-

(a) Any payment to any taxpayer made in any income year 
under the Forestry Encouragement Grants 
Regulations 1970 or the Forestry Encouragement 
Grants Regulations 1981 or the Forestry 
Encouragement Grants Regulations 1983 (those 
regulations being referred to in this section as the 
"regulations "): 
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(b) Any expenditure in respect of which any payment of the 
kind referred to in paragraph (a) is made. 

(2) Where a payment to any taxpayer is made under the 
regulations,-

(a) No amount of the expenditure portion (if any) or of the 
depreciation portion (if any) of the payment shall be 
inc1uded in tlie assessable mcome of the taxpayer for 
the income year in which that payment is made or 
any other income year: 

(b) In calculating the assessable income derived by the 
taxpayer in any income year, no deduction by way of 
depreciation in respect of any asset shall be allowed 
in relation to the use of that asset in any period 
(whether the whole or any part of the income year) 
ending on or before 8 November 1984, in any case 
where the amount of the depreciation, to which the 
depreciation portion (if any) of the payment relates 
and on which it is based, was calculated in relation to 
that period: 

(c) In calculating the assessable income derived by: the 
taxpayer in any income year, the amount of any 
deduction by way of depreciation, in respect of any 
asset, that, but for this paragraph, would have been 
allowable under this Act in relation to the use of that 
asset in any period commencing on or after 9 
November 1984 (whether that period is the whole or 
any part of the income y:ear), sliall, in any case where 
the amount of the depreciation, to which the 
depreciation portion (if any) of the payment relates 
and on which it is based, was calculated in relation to 
that period, be reduced by an amount equal to that 
depreciation portion: 

(d) Notwithstanding paragraphs (b) and (c)-
(i) In any case where paragraph (b) applies, the 

amount of the depreciation last mentioned in that 
paragraph shall be deemed to be the amount of a 
deduction by way of depreciation allowed, under 
section DL 1 (5), in respect of the asset referred to in 
paragraph (b) of this subsection: 

(ii) In any case where paragraph (c) applies, the 
amount by which the deduction by way of 
depreciation referred to in that paragraph is reduced 
in accordance with that paragraph shall be deemed to 
be the amount of a deduction by way of depreciation 
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allowed, under section DL 1 (5), in respect of the asset 
referred to in that paragraph: 

(iii) Notwithstanding section DL 1 (5), for the 
puryoses of section EG 19 the value of the asset 
referred to in paragraph (b) or paragraph (c) of this 
subsection shall be deemed not to have been reduced 
by the amount that, under subparagraph (i) or 
subparagraph (ii) of this paragraph, as the case may 
be, is deemed to be the amount of a deduction by 
way of depreciation allowed, under section DL 1 (5), 
in respect of that asset. 

(3) Where, in any income year, a payment to any taxpayer is 
made under the regulations, no deduction shall be allowed, in 
calculating the assessable income derived by the taxpayer in 
that income year or in any other income year, in respect of any 
of the expenditure in respect of which the payment is made 
unless, and except to the extent to which, die amount of that 
expenditure exceeds,-

(a) In any case where the payment in respect of that 
expenditure is made under die Forestry 
Encouragement Grants Regulations 1970 or 
regulation 5 (1) of the Forestry Encouragement 
Grants Regulations 1981, twice the amount of the 
expenditure portion of that payment: 

(b) In any case where the payment in respect of that 
expenditure is made under regulation 5 (2) of the 
Forestry Encouragement Grants Regulations 1981, 
one and one·hili times the amount of the 
expenditure portion of that payment. 

(4) Where, in any income year, a payment to any taxpayer is 
made under re~ation 5 (1) of the Forestry Encouragement 
Grants RegulatIons 1983 in respect of or in relation to 
expenditure incurred before 9 November 1984, any 
expenditure of any of the kinds to which the expenditure 
portion (if any) of that payment relates and on which that 
expenditure portion is based shall, unless, and except to the 
extent to which, the amount of that expenditure exceeds two 
and two·ninths times the amount of that expenditure portion, 
be deemed not to form part of the cost of the timber for the 
purposes of section CJ 1 (1). 

(5) Where, in any income year, a payment to any taxpayer is 
made under regulation 5 (2) of the Forestry Encouragement 
Grants Regulations 1983 in relation to expenditure incurred 
before 9 November 1984, subsection (4) shall apply as if-
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(a) The reference in that subsection to regulation 5 (1) were a 
reference to regulation 5 (2); and 

(b) The expression "two and two·ninths" were the expression 
"one and one·half'. 

(6) Where, in any income year, a payment to any taxpayer is 
made under regulation 5 (1) or regulation 5 (2) of the Forestry 
Encouragement Grants Regulations 1983 in respect of or in 
relation to expenditure incurred on or after 9 November 1984, 
the amount of the expenditure portion (if any) of that payment 
shall be deemed to be the amount of a payment to which the 
provisions of section DC 1 apply. 

(7) In this section, "depreciation portion", in relation to any 
payment to any taxpayer made under the regulations in any 
income year, means that part of the total payment which, by 
way of the calculation of an amount of depreciation, relates to 
and is based upon expenditure of a capital nature incurred in 
the acquisition or construction, on or after 1 April 1983, of any 
asset, being plant or machinery. 

C£ 1976, No. 65, s. 168 

DL 4. Certain companies controlling forestry 
companies-( 1) Where any expenditure incurred by a forestry 
company has been allowed as a deduction under section 213 of 
the Income Tax Act 1976 to a holding company and the 
forestry company has been recouped for the whole or a part of 
that expenditure, the amount for which the forestry company 
is so recouped shall be deemed to be assessable income derived 
by the holding company in the accountin~ year of the holding 
company in which the forestry company IS so recouped. 

(2) In this section, "forestry company" means a company 
that carries on a forestry business on any land in New Zealand 
(not being a company that has entered into a forestry 
encouragement agreement in relation to that land under the 
Forestry Encouragement Act 1962). 

C£ 1976, No. 65, s. 213 

DL 5. Forestry business carried on by company on 
land acquired partly from Crown, partly from Maori 
owners, and partly from holding company-(l) Not· 
withstanding anything in this Act, with respect to any forestry 
company or to any Maori investment company,-

(a) Interest payable under any qualifying debenture shall be 
exempt from income tax to the extent that that 
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interest has been capitalised by the issue of further 
debentures: 

(b) Where any interest that is capitalised is exempt from 
income tax under paragraph (a),-

(i) Where the qualifying debenture under which the 
interest is payable has been issued by the forestry 
company, then, for the purpose of assessing that 
company for income tax, that interest shall be 
deemed not to form part of the cost of timber for the 
purposes of section Cl 1 (1) and no deduction shall 
otherwise be allowed under this Act in respect of that 
interest; and 

(ii) Where the qualifying debenture under which 
the interest is payable has been issued by the Maori 
investment company, then, for the purpose of 
assessing that company for income tax, no deduction 
shall be allowed under this Act in respect of that 
interest: 

(c) Sections FC 2 and FZ 2 shall not apply with respect to any 
qualifying debenture: 

(d) Where any land sold to the forestry company by the 
Crown, Maori owners, or a holding company is so 
sold together with any standing timber on it,-

(i) The sale of that land shall not be deemed to be a 
sale of timber for the purposes of section DL 1 (3); 
and 

(ii) Notwithstanding subparagraph (i), the part of 
the consideration attributable to die timber sliall, for 
the purposes of this paragraph, be detennmed by the 
Commissioner, and the part of the consideration so 
determined shall be deemed to be the consideration 
paid for the timber; and 

(ill) For the purpose of assessing the forestry 
company for income tax, the cost of the timber for 
the purposes of section Cl 1 (1) shall not include any 
amount by which the consideration which under this 
paragraph is deemed to be paid for the timber 
exceeds the cost of that timber to the person by 
whom the land was sold to the company; and for the 
purposes of this subparagraph land sold to the 
company by the Maori Trustee or by any Maori 
incorporation or by any trustee for any beneficial 
owners shall be deemed to be sold by the beneficial 
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owners or, as the case may be, by the members of the 
incorporation. 

(2) In this section-
"Forestry comrany" means a company that, in the 

opinion of the Commissioner, has, under an 
agreement made between the Crown, the Maori 
owners, and a holding company, been incorporated 
for the purpose of carrying on a forestry business on 
any land in New Zealand, being land sold to the 
company in J?art by the Crown, in part by Maori 
owners, and ID part by a holding company of the 
forestry company: 

"Maori investment company", in relation to a forestry 
company, means a company which, in the opinion of 
the Commissioner, has been incorporated for the 
purpose of acquiring shares or debentures issued by 
the forestry company in respect of any unpaid 
purchase money in respect of Maori land sold to the 
forestry company by Maori owners: 

"Maori owners", in relation to any Maori land, means the 
persons whose beneficial interest in the land has been 
sold to a forestry company; and includes the Maori 
Trustee, any Maori incorporation, and any trustee for 
a Maori owner: 

"Qualifying debenture" means a debenture issued by
(a) A forestry company in respect of-

(i) Any unpaid purchase money in respect of 
land acquired by the forestry company 
from the Crown, Maori owners, or a 
holding company; or 

(ii) Any money lent by a holding company to the 
forestry company for the purpose of 
financing any expenditure of any of the 
kinds referred to in subsections (2), (3)(a), 
and (3)(c) of section DL 1 incurred by the 
forestry company; or 

(iii) Any capitalised interest, being interest 
derived from any debenture referred to in 
the preceding provisions of this paragraph 
or in this subparagraph; or 

(b) A Maori investment company to a shareholder 
of the company or any trustee for the shareholder. 

C£ 1976, No. 65, s. 214 
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DL 6. Expenditure in respect of forestry encour
agement agreements under Forestry Encouragement Act 
1962-(1) The Commissioner may, in calculating the assessable 
income of any taxpayer, allow as a deduction-

(a) Any expenditure incurred by the taxpayer during the 
income year in planting or maintaining trees under a 
forestry encouragement agreement under the 
Forestry Encouragement Act 1962, other than 
expenditure in respect of which an advance has been 
or is to be made under such an agreement: 

(b) Any payment made by the taxpayer during' the income 
year by way of interest payable in respect of an 
advance made under such an agreement: 

(c) Any payment made by the taxpayer during the income 
year by way of reduction of principal in respect of an 
advance made under such an agreement: 

Provided that no deduction shall be allowed under this 
section of any expenditure (being expenditure of any of the 
kinds referred to m subsections (2), (3)(a), and (3)(c) of section 
DL 1) relating to which, and based upon which, a payment to 
any taxpayer is made in any income year under the Forestry 
Encouragement Grants Regulations 1970 or the Forestry 
Encouragement Grants Regulations 1981 or the Forestry 
Encouragement Grants Regulations 1983. 

(2) Where in any income year an advance is made to any 
taxpayer under a forestry encouragement agreement under the 
Forestry Encouragement Act 1962,-

(a) No amount in respect of the advance, whether or not the 
taxpayer is subsequently relieved, in whole or in part, 
from the taxpayer's liability to repay the principal in 
respect of the advance, shall be included in the 
assessable income of the taxpayer for that income 
year or any other income year; and 

(b) Where the taxpayer is subsequently relieved, in whole or 
in part, from the taxpayer's liability to repay the 
principal in respect of the advance, an amount equal 
to the amount in respect of which the taxpayer is so 
relieved from the taxpayer's liability to repay shall be 
deemed not to form part of the cost of timber for the 
purposes of section CJ 1 (1). 

(3) Where in any income year any interest is payable by any 
taxpayer in respect of such an advance and-

(a) That interest has not been paid; and 
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(b) A deduction of that interest has not been allowed in 
calculating the assessable income of the taxpayer for 
any income year; and 

(c) The taxpayer is relieved, in whole or in part, from liability 
to pay that interest,-

no amount in respect of the liability from which the taxparer is 
so relieved shall be included in the assessable income of the 
taxpayer for that income year or any other income year. 

Cf. 1976, No. 65, s. 135 

DL 7. Amalgamated company entided to deduction for 
expenditure on land improvements used for forestry
Wliere and to the extent that in any income year-

(a) An amalgamat~g company ceases to exist on a qualifying 
amalgamatIOn; and 

(b) As a result, the amalgamated company acquires any land 
or business of the amalgamating company; and 

(c) But for the amalgamation, the amalgamating company 
would have been entitled to a deduction under 
section DL 2 in respect of the land or business; and 

(d) After the amalgamation and for the remainder of the 
income year-

(i) The land is held; or 
(ii) The business is carried on,

by the amalgamated company,-
the deduction shall be allowed in calculating the assessable 
income of the amalgamated company for the income year. 

C£ 1976, No. 65, s. 191wn (16); 1994, No. 76, s. 29 

SUBPART M-PETROLEUM MINING EXPENDITURE 

DM 1. Treatment of petroleum mining exploration 
and development expenditure-( 1) Except as otherwise 
provided in this section, sections DM 2 to DM 5, and 
section IH 3, no deduction shall be allowed for expenditure in 
relation to petroleum mining that is-

(a) Exploration expenditure; or 
(b) Development expenditure. 
(2) Subject to subsection (3),-
(a) Exploration expenditure shall be deductible in the income 

year in which it is incurred: 
(b) Development expenditure incurred in any income year 

shcill be treated as deferred deductions and, to the 
extent such expenditure has not been deducted 
under any other subsection of this section or under 
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sections DM 2 to OM 5 or section rn 3, shall be 
deductible by the petroleum miner in equal amounts 
over the 7 income years beginning-

(i) In the case of an offshore development, with the 
income year in which the expenditure was incurred; 
or 

(ii) In the case of an onshore development, with the 
later of the income year in which tbe expenditure 
was incurred or the first year of commercial 
production. 

(3) Any expenditure that-
(a) Was incurred by a petroleum miner on or after 1 October 

1990 and before 16 December 1991; and 
(b) Was or was deemed to be petroleum mining development 

expenditure within the meaning of sections 214D to 
214M of the Income Tax Act 1976 (as those provisions 
were in force before their repeal by section 15 of the 
Income Tax Amendment Act (No. 5) 1992),-

shall be treated as deferred deductions and, to the extent such 
expenditure has not been deducted under subsection (5) or 
subsection (6), or under those sections 214D to 214M as 
previously in force, shall be deductible by the petroleum miner 
ID equal amounts over the 10 income years beginning with the 
later of-

(c) The first year of commercial production; or 
(d) The income year in which the expenditure was incurred. 
(4) For the purposes of sections CJ 3 to CJ 7, OM 1 to OM 10, 

rn 3, and GC 12 of this Act, and sections 65 and 91 of the Tax 
Administration Act 1994,-

(a) Deferred deductions in respect of expenditure incurred 
for the purpose of acquiring a permit specific asset 
shall be attributable to tbat asset and to the 
petroleum permit area to which the asset relates: 

(b) Deferred deductions in respect of expenditure incurred 
for the purpose of acqwring a petroleum permit shall 
be attributable to the permit area to whidi the permit 
relates. 

(5) Where a petroleum miner-
(a) Relinquishes a petroleum permit, any deferred deductions 

attributable to that permit or to any permit specific 
asset held solely in respect of that permit that have 
not been deducted previously shall be deductible in 
the year of relinquisbment: 
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(b) Disposes of a petroleum mining asset for consideration, 
any deferred deductions that-

(i) Are attributable to the asset or to the relevant 
proportion of the asset so disposed of for 
consideration; and 

(ii) Have not been previously deducted under this 
section or section 214F of the Income Tax Act 1976, 
or previously reduced under subsection (6)(b) (or 
under section 214F (6)(b) of the Income Tax Act 1976, 
as the case may be, or under section 2141 (2) of that 
Act as in force before its repeal by section 15 of the 
Income Tax Amendment Act (No. 5) 1992),-
shall be deductible in the year that that consideration 
is, under section CJ 3, assessable income derived by 
the petroleum miner: 

Provided that where the consideration is derived in 
more than one income year, any deduction allowed in 
respect of the disposition shall be allocated between 
the income years m which the income is derived, and 
the deduction allowed in each year shall bear the 
same relation to total deductions allowed in respect of 
the disposition that the assessable income derived in 
that income year bears to the total assessable income 
derived in respect of the disposition: 

(c) Seals and abandons an exploratory well prior to the date 
of first commercial production, any expenditure 
incurred before 16 December 1991 in drilling, testing, 
completing, and abandoning that well that has not 
been deducted previously shall be deductible in the 
year the well is sealed and abandoned. 

(6) Where a petroleum miner disposes of a petroleum mining 
asset to an associated person or (m the case of a disposition 
made on or after 16 December 1991) to any person bolding 
that asset on behalf of the petroleum miner or an associated 
person of the petroleum miner,-

(a) The petroleum miner shall be entided to deductions 
under subsection (5 )(b) in respect of that asset only to 
the extent that the deductions do not exceed the 
assessable income derived by the petroleum miner 
from that disposition; and 

(b) To the extent that deferred deductions in respect of that 
petroleum mining asset are not deductible under 
paragraph (a), the petroleum miner shall reduce any 
3eferred deductions in respect of that petroleum 
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mining asset by the amount which is not deductible 
under that paragraph. 

(7) If, in the case of a disposal of a petroleum mining asset to 
which subsection (6) applies,-

(a) The person who acquired the asset from the petroleum 
miner subsequently disposes of the asset to a person 
not associated with the petroleum miner, then, unless 
paragraph (b) of this subsection earlier applies, the 
person so subsequently disposing of the asset shall be 
entitled to a deduction in respect of the subsequent 
disposition equal to the amount that was not 
deductible to the petroleum miner by virtue of 
subsection (6)(a): 

(b) The petroleum miner and the person who acquired the 
asset cease to be associated persons, then, unless 
paragraph (a) of this subsection earlier applies, the 
petroleum miner shall be entitled to a deduction, in 
the income year in which the miner and the person 
ceased to be associated persons, equal to the amount 
that was not deductible to the petroleum miner under 
subsection (6)(a): 

Provided that where it appears to the 
Commissioner that the petroleum miner and the 
person ceased to be associated persons for the 
purpose, or for purposes including the purpose (not 
being a merely incidental purpose) of obtaining a 
deduction under this subsection, the petroleum miner 
and the person shall for the purposes of this 
paragraph continue to be treated as associated 
persons, and the Commissioner may adjust any 
return accordingly. 

(8) Where a permit or a permit specific asset is purchased by 
a person at a time when-

(a) Petroleum is being produced in commercial quantities on 
a continuing basis under the permit; or 

(b) An application for a mining permit for the permit area 
has been made by a person having the right to be 
granted such a permit under section 32 (3) of the 
Crown Minerals Act 1991,-

all of the expenditure incurred by the person in purchasing the 
permit or permit specific asset shall be deemed to be 
development expenditure. 
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(9) Where an exploratory well is used by a petroleum miner 
for the commerciaI. production of petroleum (whether or not 
the well has been previously sealed and abandoned),-

(a) The petroleum miner shall be deemed to have derived, in 
the first year of commercial production from the 
well, assessable income equal to the amount of 
exploratory well expenditure (or the relevant 
proportion of the exploratory well expenditure, if the 
petroleum miner has a part interest only in the well 
at the time the exploratory well is first used for 
commercial productIOn) directly attributable to the 
drilling or acquisition of the well that has been or is to 
be deducted as exploration expenditure under this 
section, whether by the petroleum miner or any 
holder of an earlier interest in the well: 

Provided that this paragraph shall apply only to 
expenditure incurred in relatIon to either the same 
permit as that held by the petroleum miner, or any 
earlier permit the holding of which conferred the 
entitlement to obtain the permit held by the 
petroleum miner by virtue of section 32 (3) of the 
Crown Minerals Act 1991; and 

(b) For the purposes of this section, the amount of 
expenditure referred to in paragraph (a) shall be 
treated as an amount of development expenditure 
incurred by the petroleum miner in the first year of 
commercial production from the well, and shall be 
deductible to the petroleum miner under the 
provisions of this sectIon accordingly. 

er 1976, No. 65, s. 214F 

DM 2. Treatment of expenditure on removal or 
restoration operations-All expenditure incurred by a 
petroleum miner for removal or restoration operations shall be 
allowed as a deduction in the income year or years in which the 
expenditure is incurred. 

er 1976, No. 65, s. 214G (1) 

DM 8. Acquisition of petroleum mining assets, etc.
(1) The consideration paid by a person acquiring a petroleum 
mining asset from a petroleum miner shall-

(a) Where the asset is a prospecting licence, a prospecting 
permit, or an exploration permit ana the 
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consideration is paid on or after 16 December 1991, 
be deemed to be exploration expenditure; and 

(b) Where the consideration was paid before 16 December 
1991, be deemed to be petroleum mining 
development expenditure to which section DM 1 (3) 
applies; and 

(c) In any other case, be deemed to be development 
expenditure,-

incurred by the person in the year the petroleum mining asset 
is disposed of by the petroleum miner to the person. 

(2) The consideration paid by a person in acquiring 
exploratory material shall be deemed to be exploration 
expenditure in the year the exploratory material is disposed of 
by the petroleum miner to the person, except to the extent that 
the consideration constitutes expenditure incurred before 16 
December 1991 to which section DM 1 (3) applies. 

ef. 1976, No. 65, s. 214H (2), (3) 

DM 4. Farm-out arrangements-(I) Notwithstanding any 
other provision of this Act, but subject to subsection (2), any 
farm·in expenditure incurred by a farm-in party under a farm
out arrangement-

(a) Shall be treated as development expenditure, exploratory 
well expenditure, orjrospecting expenditure, as the 
case may be, incurre in the income year or years the 
expenditure is incurred by the farm-in party; and 

(b) Shall be deductible to the farm-in party in accordance 
with the provisions of section DM 1. 

(2) Where any arrangement entered into before 16 
December 1991 was a farm-out arrangement within the 
meaning of section 2140 of the Income Tax Act 1976 as that 
section was in force before its repeal by section 15 of the 
Income Tax Amendment Act (No. 5) 1992, then, not
withstanding anything in this Act,-

(a) Any excess expenditure (as defined in that section 2140 as 
previously in force) in relation to that farm-out 
arrangement shall-

(i) To the extent it was incurred before 16 
December 1991 and has not previously been 
deducted, be deductible by the transferee (as so 
previously defined) in accordance with subsection (2) 
(and, where appropriate, subsections (5) and (6), other 
than subsection (5)(c)) of section DM 1: 
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(ii) To the extent it is incurred on or after 16 
December 1991, be deductible by the transferee (as 
so previously defined) under section DM 1 (other than 
subsection (3) of that section) according to whether 
it is development expenditure, exploration 
expenditure, or exploratory well expenditure; and 

(b) The transferor (as so previously defined) under that farm
out arrangement shall reduce in accordance with 
subsection (3) (but shall not deduct) any deductions 
attributable to-

(i) The petroleum licence or petroleum pennit to 
which that farm-out arrangement relates; and 

(ii) Any licence specific assets (as previously so 
defIDed) or pennit specific assets held for the purpose 
of conducting petroleum mining operations in respect 
of that petroleum licence or permit,-
whether or not those deductions relate to 
expenditure incurred before, on, or after 16 
December 1991, and whether or not that expenditure 
is exploration expenditure or development 
expenditure (but not being deductions of a kind 
referred to in paragraphs (a) to (c) of subsection (3)). 

(3) The amount by which a transferor is in any income year 
to reduce deductions under subsection (2)(b) shall be the 
amount that would have been detennined under subsections (2) 
and (3) of section 2141 of the Income Tax Act 1976 as that 
section was in force before its repeal by section 15 of the 
Income Tax Amendment Act (No. 5) 1992 (and as subject to 
the definitions in section 214D of the Income Tax Act 1976 as 
so previously in force), except that references to deferred 
deductions in those subsections (2) and (3) shall be read as 
references to any deductions, whether deferred or not, 
attributable to the relevant licence or pennit or asset other 
than-

(a) Deductions in respect of residual expenditure; and 
(b) Deductions in respect of expenditure incurred on or 

before the date the application for a prospecting 
licence or prospecting permit was submitted with 
respect to the relevant licence area; and 

(c) Deductions in respect of any expenditure that is neither 
exploration expenditure nor development 
expenditure. 

Cf. 1976, No. 65, s. 2141 (1), (3)(b), (c), (4) 
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DM 5. Damaged assets-The costs of repair of a damaged 
pennit specific asset shall be deductible in the income year 
those costs are incurred. 

C£ 1976, No. 65, s. 214J (2) 

DM 6. Dispositions of shares or trust interests-(I) The 
cost to the person disposing of shares or trust interests in a 
controlled petroleum minin~ entity shall be deductible by that 
person in the year the consIderatIon is assessable income to a 
person under section CJ 6. 

(2) This section shall not apply to a disposition of shares or 
trust interests where that diSposition, together with all other 
dispositions in the controlled petroleum mining entity made by 
the person disposing of the shares or trust interests during the 
preceding 2 income years, comprises less than 10% of the 
person's shares or trust interests m the entity calculated in the 
year of the disposition. 

(3) For the purposes of this section, persons associated with 
each other shaIl De deemed to be one person. 

C£ 1976, No. 65, s. 214K (2), (3), (5) 

DM 7. Petroleum mining operations carried on 
outside New Zealand-(I) Sections GJ 3 to CJ 7, DM 1 to 
DM 10, IH 3, and GC 12 of this Act, ana sections 65 and 91 of 
the Tax Administration Act 1994, shall apply with any 
necessary modifications in the case of an}' petroleum miner 
carrying on outside New Zealand through a branch, or through 
a controlled foreign company, petroleum mining operations of 
substantially the same nature as the activities governed by 
those sections. 

(2) For the purposes of section 91 (1 )(f) of the Tax 
Administration Act 1994, the equivalents in the context of the 
relevant foreign regime for the licensing and conduct of 
petroleum mining operations of-

(a) Obtaining a pennit; or 
(b) Whether or when a pennit has been relinquished; or 
(c) Any other relevant document or matter relating to the 

licensing and conduct of petroleum mining 
operations,-

shall, to such extent as is practicable in the circumstances, be 
determined by analogy with the Crown Minerals Act 1991. 

C£ 1976, No. 65, s. 214M 

G-12 
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DM 8. Application of petroleum mining provisions, 
etc.-Except as otherwise expressly provided, sections DM 1 to 
DM 7, DM 9, DM 10, and IH 8 of thiS Act and section 91 of the 
Tax Administration Act 1994 shall apply to expenditure 
incurred or deemed to be incurred on or after 1 October 1990. 

Cf. 1976, No. 65, s. 214N (l)(a) 

DM 9. Partnerships-For the p~oses of sections CJ 8 to 
CJ 7, DM 1 to DM 8, and GC 12 of this Act and section 91 of 
the Tax Administration Act 1994, except where the context 
otherwise requires, a partner in a partnership shall be deemed 
to have a share or interest in every petroleum pennit of the 
partnership and in all other property of the partnership in 
accordance with the partner's income interest in the 
partnership. 

C£ 1976, No. 65, s. 2140 (2)(c) 

DM 10. Disposition of part of an asset-For the purposes 
of sections CJ 8 to Cr 7, DM 1 to DM 8, and GC 12 of this Act 
and section 91 of the Tax Administration Act 1994, except 
where the context otherwise requires, all references to tfte 
disposition of an asset shall apply to the disposal of part of an 
asset. 

C£ 1976, No. 65, s. 2140 (2)(d) 

DM 11. Further development expenditure in Maui 
6eld-( 1) Subject to this subsection, where a protected 
petroleum mining company will incur, or is likely to incur, 
oevelopment expenditure, primarily or principally for the 
purposes of the production and supply of petroleum under an 
agreement entered into by that company before 1 April 1979, 
and that development expenditure (referred to in this 
subsection as the ' specified development expenditure") will be 
in respect of-

(a) Any development work (referred to in this subsection as 
"specified development work") comprised in that 
company's offshore petroleum minmg operations 
carned on by it in the Maui field in an area which is 
continuous, or geologically contiguous, with the area 
in relation to whicli that company performed or 
performs the development work m respect of which it 
mcurred development expenditure to which section 
214B (8) of the Income Tax Act 1976 applied; or 

C-12* 
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(b) Associated petroleum mining operations carried on in 
association with such of those offshore petroleum 
mining operations as consist of the mining of that 
petroleum,-

the following provisions shall apply to any election or 
appropriation made to any development commitment accounts 
and special development reserve accounts established, or to any 
deductions claimed in or for any income year or period: 

(c) Where the protected petroleum mining company, or any 
other company where that protected petroleum 
mining company and that other company are 
associated persons, by notice in accordance with 
subsection (2) elects that this subsection shall apply to 
it,-

(i) That company (referred to in this subsection as 
the "elector company") which makes that election 
shall, in the income year in which it makes that 
election (that income year being referred to in this 
subsection as the "year of election"), or in any of the 
4 income years immediately succeeding the year of 
election, enter in a development commitment 
account kept by it for the purposes of this subsection 
such amount as is from time to time agreed, between 
the Commissioner and the elector company, to be an 
amount which the elector company will contribute, or 
is likely to contribute, for use by the protected 
petroleum mining company for the purposes of that 
specified development expenditure: 

(ii) The elector company shall be entitled to claim 
in respect of any income year (being the year of 
election or any of the 4 income years immediately 
succeeding the year of election) that an amount be 
deducted, before the deduction of any loss to which 
section lE 1 applies, from the assessable income 
derived by the elector company in that income year, 
equal to the amount appropriated, in respect of that 
income year, by the elector company, within the time 
within which it is required to furnish a return of its 
income for that income year (or within such further 
time as the Commissioner mar allow), to a special 
development reserve account 0 the elector company 
for the purposes of that specified development 
expenditure: 
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(d) The amount or the amounts entered in the development 
commitment account kept by the elector company 
shall, following that entry or those entries, be reauced 
by an amount equal to every amount credited to the 
special development reserve account of the elector 
company: 

(e) The amount of any deduction claimed under 
paragraph (c)(ii) by the elector company in respect of 
any income year shall not exceed tbe amount of the 
assessable income derived by it in that income year or 
the amount remaining in the development 
commitment account kept by the elector company, 
immediately before the claiming of that deduction, 
whichever IS the less: 

(f) The elector company shall deliver to the Commissioner, 
with its t'etum of income for every income year in 
respect of which a deduction is claimed by the elector 
company under paragraph (c)(ii), a copy of the 
development commitment account kept by it: 

(g) Where a deduction (not being a deduction which has 
subsequendy been disallowed under paragraph (j) or 
paragraph (k)) has been allowed under paragraph 
(c)(ii) from tlie assessable income derived in any 
income lear by the elector company and the 
protecte petroleum mining company ceases to be a 
protected mining company before it has used, for the 
purposes of the specified development expenditure, 
an amount equal to the amounts so allowed as a 
deduction, or the a~gregate of all such amounts so 
allowed as a deductton, from the assessable income 
derived in every income year by every elector 
company, the Commissioner may, to the extent of an 
amount which is, or amounts which in the aggregate 
are, equal to the amount so not used, disallow in such 
proJ;>ortions as the Commissioner considers fair and 
eqwtable, the whole or any part of any such 
deduction, and, notwithstanding the time bar, at any 
time alter any assessment accordingly: 

(h) Where a deduction (not being a deduction which has 
subsequendy been disallowed under paragraph (j) or 
paragraph (k)) has been allowed under 
paragraph (c)(ri) from the assessable income derived 
m any income year by the elector company and the 
amount so allowed as a deduction, or the aggregate 
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of all such amounts so allowed as a deduction, from 
the assessable income derived in every income rear 
by every elector company exceeds the amount 0 the 
specified development expenditure, incurred by the 
petroleum mining company, for the purposes of 
which an amount equal to that amount, or the 
aggregate of both amounts, so allowed as a deduction 
was to be used, the Commissioner may to the extent 
of an amount which is, or amounts which in the 
a~gregate are, equal to the amount of that excess, 
disaIlow in such prol?ortions as the Commissioner 
considers fair and eqwtable, the whole or any part of 
any such deduction and, notwithstanding the time 
bar, at any time alter any assessment accordingly: 

(i) Where a deduction has been allowed under 
paragraph (c)(ii) of any amount in respect of the 
amount appropriated by the elector company, no 
other deductions will be allowed under any other 
provision of this Act from, or in calculating, the 
assessable income derived by the elector company or 
any other company-

(i) Of or in respect of that amount so allowed as a 
deduction under that paragraph; or 

(ii) Of or in respect of the specified development 
expenditure in relation to which that amount has 
been so allowed as a deduction, except to the extent 
(if any) that that specified development expenditure 
incurred by the protected petroleum mining 
company exceeds the amount, or the aggregate of all 
such amounts, so allowed as a deduction; or 

(ill) Except as expressly provided in this section, by 
way of depreciation in respect of any asset that the 
protected petroleum mining company acquires or 
becomes possessed of as a result of the specified 
development expenditure in relation to which the 
amount has been so allowed as a deduction: 

(j) Where a deduction has been allowed, under paragraph 
(c)(ii), from the assessable income derived in any 
income lear by the elector company, and the 
protecte petroleum mining companY' has not, on or 
before the last day of the period of the 4 income 
years immediately succeeding the year of election 
(that last day being referred to in this subsection as 
the "development day"), commenced to incur, in the 
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performing of the specified development work with 
expedition and in accordance with good oil· and gas· 
field practice, the specified development 
expenditure,-

(i) No deduction shall be allowed under this 
subsection from the assessable income derived by the 
elector company in any income year ending after the 
development day: 

(ii) The Commissioner shall disallow any deduction 
which has been allowed under that paragraph from 
the assessable income, derived by the elector 
company, in the year of election, and for this purpose 
the Commissioner may, notwithstanding tile time 
bar, at any time make a revised assessment in respect 
of the year of election: 

(ill) The balance remaining, immediately before 
such disallowance by the Commissioner, in the special 
development reserve account of the elector company 
shall oe reduced by the elector company by the 
amount so disallowed: 

(k) Where in any case paragraph G) has applied, and the 
protected petroleum mining company has not, on or 
before the last day of the period of, as the case may 
be, the 5, 6, 7, 8, or 9 income years immediately 
succeeding the year of election commenced to incur, 
in the performing of the specified development work 
with expedition and in accordance with good oil· and 
gas·field practice, the specified devel0rment 
expenditure, subparagraphs (ii) and (ill) 0 that 
paragraph shall apply as If the reference in 
subparagraph (ii) to the year of election were to the 
income year which ended on the day which 
immediately preceded, by 48 months, that last day of 
that period: 

(1) Where, on or before the development day, the protected 
petroleum mining company has commenced to incur, 
ID the performing of the specified development work 
with expedition and in accordance with good oil· and 
gas·field practice, the specified development 
expenditure,-

(i) The elector company shall, from time to time 
after the development day, enter into a development 
commitment account kept by it for the p~ses of 
this subsection, an amount not exceediiig such 
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amount as is from time to time agreed between the 
Commissioner and the elector company to be the 
amount by which the amount of the specified 
development expenditure will increase, or is likely to 
increase, as a result of circumstances arising after the 
development day, and to be the amount which the 
elector company will contribute, or is likely to 
contribute, for use by the protected petroleum 
minin~ company for the purposes of the amount of 
that mcrease in the amount of the specified 
development expenditure; and paragraphs (c)(ii), (d), 
(e), (f), (g), (h), and (i) shall, so far as they are 
applicable and with any necessary modifications, 
apply in respect of any amount so entered as if that 
amount were an amount entered under paragraph 
(c)(i) and as if the income year first ending after the 
development day were the year of election: 

(ii) No deduction shall be allowed under this 
subsection from the assessable income derived by the 
elector company in any income year commencing 
after the last day of the 5th income year immediately 
succeeding the income year which ended on the 
development day: 

(iii) Where the protected petroleum mining 
company has not, on or before the last day of the 5to 
income year immediately succeeding the income year 
which ended on the development day, ceased to incur 
the specified development expenditure, the protected 
petroleum mining company shall, for the purposes of 
this subsection, be deemed not to have incurred any 
specified development expenditure after that last 
day: 

(iv) Notwithstanding subparagraph (iii), where the 
Commissioner is satisfied that the protected 
petroleum mining company has continued, after the 
last day of the 5th income year referred to in that 
subparagraph, to incur the specified development 
expenditure, and that that continuation results from 
special circumstances relating to the performance 
and the completion of the specified development 
work and incurring of the specified development 
expenditure, the Commissioner may determine that 
suoparagraph (iii) shall allply as if the reference in it 
to the 5th income year unmediately succeeding the 
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income year which ended on the development day 
were a reference to the 6th income year immediately 
succeeding the income year which ended on the 
development day. 

(2) Every notice under subsection (1)(c) by which any 
company elects that that subsection shall apply to it, shall be 
irrevocable and shall be given to the Commissioner in writing. 

(3) Any-
(a) Election or appropriation made; or 
(b) Development commitment accounts and special 

development reserve accounts established; or 
(c) Deductions claimed-

under section 214B (9) of the Income Tax Act 1976 in or for the 
1990-91 or any earlier income year shall have the same force 
and effect as if they had been made, established, or claimed 
under this section. 

Cf. 1976, No. 65, s. 214p 

SUBPART N-MINERAL MINING EXPENDITURE 

DN 1. Companies engaged in exploring for, searching 
for, or mining certain minerals-( 1) This section shall apply 
notwithstanding anything in this Act. 

(2) This section shall apply to any New Zealand company in 
respect of which the Commissioner is satisfied-

(a) That its sole or principal source of income is the business 
of mining in New Zealand any specified mineral; or 

(b) That it carries on, or proposes to carry on, in New 
Zealand, as its sole or principal undertaking, the 
activities of exploring or searching for or mining any 
specified mineral, or performing development work 
relating to such exploring or searching or mining, not 
being activities so carried on, or so proposed to be 
carried on, by that company as a seIVlce to any other 
person for reward uruess the Commissioner is 
satisfied that that reward is solely or principally-

(i) Related to and dependent upon the production 
of that specified mineral; or 

(ii) By way of participation in profits from the 
production of that specified mineral. 

(3) Subject to this section, every mining company shall be 
assessable and liable for income tax as if it were not a mining 
company. 
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(4) For the p~ses of this section, the assessable income 
derived by a mming company shall be divided into the 
following classes: 

(a) Assessable income from mining: 
(b) Assessable income other than from mining. 
(5) Where in any income year a mining company has 

incurred any expenditure or loss which is deductible under this 
Act (includiDg this section)-

(a) That expenditure or loss shall, to the extent that it is 
incurred in gaining or producing assessable income 
from mining, be first deducted, so far as may be, in 
calculating the assessable income from mining 
derived by that company in that income year, and, 
subject to paragraph (1)), any excess ~that excess being 
referred to in this section as a 'mining outgoing 
excess") shall, so far as may be but only to the extent 
of an amount not exceeding two-thirds of that mining 
outgoing excess, be deducted in calculating the 
assessable income other than from mining derived by 
that company in that income year: 

(b) That expenditure or loss shall, to the extent that it is 
incurred in gaining or producing assessable income 
other than trom mining, be first deducted, so far as 
may be, in calculating the assessable income other 
than from mining derived by that company in that 
income year, and, subject to paragraph (a), any 
excess (that excess being referred to in this section as 
a "non-mining outgoing excess") shall, so far as may 
be, be deducted in calculating the assessable income 
from mining derived by that company in that income 
year. 

(6) Where, in relation to any mcome year, any products, 
being products-

(a) Resulting from mining operations carried on by that 
company; or 

(b) Where that company also carried on associated mining 
operations in respect of those products, resulting 
from a combination of those minmg operations and 
those associated mining operations,-

are, instead of being sold or otherwise disposed of in the state 
in which those products resulted from those mining operations, 
or that combination of operations, J>rocessed by that company 
beyond that state or used in a manufacturing activity carried on 
by that company, the Corrunissioner may, for the purpose of 
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calculating the assessable income from mining and the 
assessable income other than from mining derived by that 
company in that income year, as the Commissioner considers 
appropriate in the circumstances of the particular case, 
elther-

(c) Apportion the gross income derived by that company in 
that income year from the sale or other disposal of 
those products, with such apportionment of the value 
of stock of those products on hand at the beginning 
and at the end of that income year as may be 
appropriate; and for the purposes of the preceding 
provisIOns of this paragraph, the Commissioner may 
take into account the capital employed or the 
expenditure or losses incurred in, or the extent of, the 
successive steps of production involving, in relation to 
those products, the mining operations, associated 
mining operations, and subsequent processing or use 
in a manufacturing activity carned on by that 
company; or 

(d) Have regard to the amount which, in the Commissioner's 
opinion, would have been-

(i) The value received or receivable for such of 
those products as have been sold or otherwise 
disposea of in that income year if they had been sold 
or otherwise disposed of in that income year to a 
wholly independent person in the state in which they 
resulted from those mining operations or that 
combination of operations; and 

(ii) The value of such of those products as were on 
hand at the end of that income year if they had been 
valued for the purposes of section EE 1 in the state in 
which they resUlted from those mining operations or 
that combination of operations-

and in either case the Commissioner may take into account 
such other matters which the Commissioner considers relevant. 

(7) Where a mining company has incurred in any income 
year any exploration expenditure or development 
expenditure (whether or not as consideration paid or payable 
for the acq.uisition of an asset), the Commissioner may, subject 
to subsectIon (12), allow a deduction for that income year in 
respect of that expenditure, and the amount so allowed as a 
deduction shall be deemed to be expenditure incurred in 
gaining or producing assessable income from mining, and 
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subsection (5)(a) shall apply accordingly in respect of that 
amount. 

(8) Where a mining company has, durin~ or within 2 months 
after the end of any income year or WIthin such extended 
period as the Commissioner allows, made an appropriation of 
mcome (being income derived or deemed to be aerived by that 
company in that income year) for the purposes of exploration 
expenditure or development expenditure-

(a) The Commissioner may, if that company makes an 
election in that behalf, allow a deduction for that 
income year in respect of so much of the sum which 
is so appropriated but which is not expended in that 
income year as the Commissioner is satisfied will be, 
or is likely to be, expended by that company on such 
expenditure not later than the end of the second of 
the 2 income years immediately succeeding that first
mentioned income year, and any amount so allowed 
as a deduction shall be deemed to be expenditure 
incurred by that company in that first-mentioned 
income year in gainmg or producing assessable 
income from mining, and subsection (5)(a) shall apply 
accordingly in respect of that amount; and 

(b) An amount equal to any amount allowed as a deduction 
under paragraph (a) of this subsection shall be 
deemed to be assessable income from mining derived 
by that company in the income year immediately 
succeeding that first-mentioned income year: 

Provided that, where that company has ceased to be a 
mining company at or before the end of the income year 
immediately succeeding that first-mentioned income year, it 
shall be treated, for the purposes of paragraph (b), as if it had 
not so ceased to be a mming company. 

(9) For the purposes of this Act-
(a) Where a deduction has been allowed to a mining 

company under this section in respect of any 
exploration expenditure or development 
expenditure, no other deduction shall be allowed 
unaer any other provision of this Act-

(i) In respect of that expenditure; or 
(ii) Except as expressly provided in this section, to 

that company by way of depreciation in respect of 
any asset acquired by it, or of which it has oecome 
possessed, as a result of that expenditure: 



2052 
s.DN 1 

Income Tax 1994, No. 164 

(b) Where a deduction has been allowed to a mining 
company under section 27 of the Land and Income 
Tax Amendment Act 1971 in respect of the amount 
of arrears of exploration expenditure and 
development expenditure within the meaning of that 
section, no other deduction shall be allowed under 
this Act in respect of that amount of arrears: 

(c) Except as expressly provided in this section, no deduction 
shall be allowed under this Act to any company by 
way of depreciation in respect of any asset acquired 
by it, or of which it has become possessed, as a result 
of any exploration expenditure or development 
expenditure referred to in section 27 (3)(a) of the 
Land and Income Tax Amendment Act 1971. 

(10) Where a mining company has acquired, or become 
possessed of, any asset as a result of any exploration 
expenditure or development expenditure, and that asset is 
subsequently used wholly or principally by that company for 
the purpose of gaining or producing assessable income other 
than assessable income from mining,-

(a) An amount equal to such amount as the Commissioner 
determines, in such manner as the Commissioner 
thinks fit, was the value of that asset at the date on 
which it commenced to be used for that purpose shall 
be deemed to be assessable income from mining 
derived by that company in the income year in whicn 
that date falls; and 

(b) Where that company has ceased to be a mining company 
at or before the end of that income year, it shall be 
treated, for the purposes of paragraph (a), as if it had 
not so ceased to be a mining company; and 

(c) Subsection (9) shall not apply so as to preclude the 
Commissioner from alfowing, so long as that asset 
continues to be used for that purpose, such 
deductions by way of depreciation in respect of that 
asset (bein~ deductions permissible under this Act) as 
the Comrrnssioner thinks fit, but in no case exceeding 
in the aggregate the value referred to in 
paragraph (a). 

(11) Where
(a) A mining company has acquired, or has become 

possessed of, any asset (includin~ any mining or 
prospecting information or any minmg or prospecting 
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right) as a result of any exploration expenditure or 
development expenditure; and 

(b) That company has at any time sold or otherwise disposed 
of that asset to any person,-

an amount equal to the value of the consideration received or 
receivable by that company for the sale or other disposal of 
that asset shall, subject to subsection (12), be deemed to be 
assessable income from mining derived by that company in the 
income year in which that asset was sold or otherwise disposed 
of: 

Provided that where that company has ceased to be a mining 
company at or before the end of that income year it shall be 
treated, for the p~ose of deeming that amount to be 
assessable income from mining derived by that company in 
that income year, as if it had not so ceased to be a mining 
company: 

Provided also that nothing in this subsection shall apply in 
respect of any such asset in any case where the ownership of 
that asset is relinquished, forfeited, or surrendered (that 
relinquishment, fOrIeiture, or surrender of the ownership of 
that asset being referred to in this proviso as the "forfeiture") 
by a mining company to another person and where the 
Commissioner is satisfied that-

(i) The forfeiture is not in consequence of a sale of that asset; 
and 

(ii) No consideration is received or receivable by that mining 
company for the forfeiture; and 

(iii) Where that mining company and that other person are, 
at any time refevant to the manner and tenns of the 
forfeiture, associated persons, that company and that 
other person dealt with each other (in relatlon to that 
forfeiture) at that time, and every other time so 
relevant in relation to that forfeiture, in such manner 
and on such terms as would be expected if that 
company and that other person had, at all such times, 
not been associated persons. 

(12) For the purposes of subsections (7) and (11), the 
following provisions shall apply in relation to the acquisition or 
the sale or other disposal of an asset by a mining company: 

(a) Where that mining company and the person from whom 
it acquired that asset, or the person to whom it sold 
or otherwise disposed of that asset, are associated 
persons, the value of the consideration paid or 
payable, or of the consideration received or 
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receivable, by that mining company for that asset 
shall be deemed to be an amount equal to such 
amount as the Commissioner determines, in such 
manner as the Commissioner thinks fit, was the value 
of that asset at the date on which that mining 
company acquired or, as the case may be, sold or 
otherwise disposed of that asset: 

(b) Where-
(i) The whole or a part of the consideration paid or 

payable or of the consideration received or receivable 
by that mining company for that asset is other than 
cash; and 

(ii) That mining company and the person from 
whom it acquired that asset, or the person to whom it 
sold or otherwise disposed of that asset, are not 
associated persons,-
the value of that consideration, or of that part of that 
consideration, shall be deemed to be such value as is 
agreed between that mining company and that 
person for the purposes of the acquisition or, as the 
case may be, of the sale or other disposal by that 
mining company of that asset: 

Provided that, failing such a~eement or where the 
Commissioner is of the opinIon that the value so 
agreed is unreasonable, the value of that 
consideration or, as the case may be, of that part of 
that consideration shall be deemed to be such 
amount as the Commissioner determines in such 
manner as the Commissioner thinks fit: 

(c) Notwithstanding paragraphs (a) and (b) but subject to 
paragraph (d), if that mining company and the person 
from whom it acquired that asset or the person to 
whom it sold or otherwise disposed of that asset give 
notice to the Commissioner, in accordance with 
subsection (13), that they have agreed that this 
paragraph shall apply in respect of that asset, the 
value of the consideration paId or payable, or of the 
consideration received or receivabfe, by that mining 
company for that asset shall be deemed to be such 
amount as they specify in that notice, being an 
amount-

(i) Not exceeding such amount as the 
Conunissioner determines, in such manner as the 
Commissioner thinks fit, was the value of that asset at 
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the date on which that mining company acquired or, 
as the case may be, sold or otlierwise diSposed of that 
asset; and 

(ii) Not less than the amount of so much of the 
consideration as is in cash: 

(d) Paragraph (c) shall not apply unless-
(i) In the case of an asset acquired by a mining 

company, that asset was so acquired for use in mining 
operations or associated mining operations carried on 
by that mining company: 

(ii) In the case of an asset sold or otherwise 
disposed of by a mining company, the person 
acquiring that asset from that mining company 
acquired it for use in mining operations or asSOCIated 
mining operations or in a minmg venture carried on 
by the person. 

(13) Every notice under subsection (12)(c) shall be in writing 
and shall be given to the Conunissioner within the time within 
which the mining company is required to furnish a return of its 
income for the year in which it acquired or, as the case may be, 
sold or otherwise disI?osed of the asset, or within such further 
time as the ConunisSlOner allows. 

(14 ) For the purposes of this Act-
(a) Where a mining company has acquired an asset as a result 

of exploration expenditure or development 
expenditure, the person from whom it acquired that 
asset shall be deemed to have sold or otherwise 
disposed of that asset at an amount equal to the value 
of the consideration paid or payable by that company 
as determined in accordance with subsections (7) and 
(12): 

(b) Where a comt>any referred to in subsection (11) has sold 
or otheIWlSe disposed of an asset of the kind. referred 
to in that subsection, the person who acquired that 
asset from that company shall be deemed to have 
acquired that asset at an amount equal to the value of 
the consideration received or receivable by that 
company as determined in accordance with 
subsections (11) and (12). 

(15) Where-
(a) Any asset (not being an asset to which subsection (10) has 

applied, except where subsection (17)(c) has 
subsequendy applied to that asset) of a mining 
company that the company acquired or became 
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possessed of as a result of any exploration 
expenditure or development expenditure is lost, 
destroyed, or damaged (that asset being referred to in 
this subsection and subsection (16) as the "damaged 
asset", and that loss, destruction, or damage being 
referred to in this subsection and subsection (16) as 
the "loss") in any income year and, in respect of that 
expenditure, a deduction has been allowed under-

(i) This section; or 
(ii) Section 153F of the Land and Income Tax Act 

1954; or 
(iii) Section 27 of the Land and Income Tax 

Amendment Act 1971; or 
(iv) Section 216 of the Income Tax Act 1976,-

in calculating the assessable income derived by that 
company in any income year and, in respect of that 
loss, a payment by way of insurance, indemnity, 
compensation, or other damages (that payment being 
referred to in this subsection and subsection (16) as 
the "insurance payment") is made to that company, 
that asset shall be deemed to have been sold by that 
company, in the income year in which that payment 
is so made, for a consideration equal to the aggregate 
of-

(v) The amount of that insurance payment made to 
that company; and 

(vi) The amount (if any) payable to that company 
on the sale or other disposal of any scrap of that 
damaged asset,-
and subsection (11) shall, with any necessary 
modifications, apply accordingly: 

(b) A mining company to which paragraph (a) applies ceases 
to be a mining company before, as die case may 
be,-

(i) The amount of the insurance payment is paid to 
it; or 

(ii) The scrap of the damaged asset is sold or 
otherwise disposed of; or 

(iii) The amount payable to that mining company 
on that sale or other disposal is received by it,~ 
that mining company shall be treated, for the 
purposes of this subsection and subsection (11), as if it 
had not so ceased. 
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(16) Notwithstandin~ subsection (15), where the mining 
company gives, in wnting, within the time within which that 
mining company is required to furnish a return of its income 
for the income year in which there occurred the loss in respect 
of which the insurance payment has been or is to be made to 
that company, notice to the Commissioner that the amount of 
that insurance payment is to be used for the purpose of the 
replacement, restoration, or repair of that damaged asset (that 
replacement, restoration, or repair being referred to in this 
subsection as the "restoration") and operations for the purpose 
of that restoration are commenced not later than the end of the 
2nd income year immediately succeeding the income year in 
which that loss occurred, the following provisions shall apply: 

(a) That damaged asset shall not be deemed to have been 
sold: 

(b) The amount (if any) payable to that company on the sale 
or other disposal of an}" scrap of that damaged asset 
shall for the purposes of this subsection be deemed to 
be an insurance {layment made to that company in 
the income year m which that sale or other disposal 
occurs: 

(c) For the purposes of this Act, where any expenditure has 
been incurred by that company in the restoration of 
that damaged asset, no deduction shall be allowed 
under this Act,-

(i) Except as provided in paragraph (d), in respect 
of that expenditure; or 

(ii) Except as expressly provided in this section, by 
way of depreciation of the asset acquired by that 
company, or of which it has become possessed, as a 
result of that expenditure: 

(d) In any case where the amount of the expenditure 
incurred by that company in the restoration of that 
damaged asset exceeds the amount of that insurance 
payment made to it in respect of the loss which has 
occurred in relation to that damaged asset, the 
amount of that excess shall be deemed to be an 
amount of expenditure of the kind to which 
subsection (7) applies: 

(e) Where the insurance payment made to that company in 
respect of the loss of that damaged asset exceeds the 
aggregate of the amounts of the expenditure incurred 
by that company in the restoration of that damaged 
asset, an amount equal to the amount of that excess 
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shall, whether or not that company has ceased to be a 
mining company before the amount of that excess 
has been determined, be deemed to be assessable 
income from mining derived by that company in the 
income year in which that restoration was completed; 
and for the purposes of this paragraph, where the 
operations for die purpose 01 that restoration have 
ceased before the completion of that restoration, that 
restoration shall be deemed to have been completed 
on the day on which those operations so ceased: 

(f) For the purposes of this subsection and subsections (10), 
(11), and (17)(c), any asset or part of an asset which 
that company acquires or becomes possessed of as a 
result of any expenditure incurred by it in the 
restoration of that damaged asset shall be deemed to 
be the same asset, or, as the case may be, a part of 
the same asset, as became the damaged asset: 

(g) Where the restoration of that damaged asset is not 
completed before the expiry of such time as the 
Commissioner considers reasonable, paragraph (e) 
shall, so far as it is applicable, apply in respect of that 
damaged asset, the insurance payment made in 
respect of the loss of that asset, and the expenditure 
incurred in the restoration of it, as if that restoration 
were completed on the day on which that time 
expired and as if no expenditure in the restoration of 
that damaged asset were incurred by that company 
after that day: 

(h) In any case where paragraph (g) applies in respect of that 
damaged asset, anr expenditure incurred by that 
mining company, after the day referred to in that 
paragraph, in the restoration of that damaged asset 
shall, for the purposes of this section, be deemed to 
be expenditure of the same kind as the expenditure 
as a result of which that company acquired or 
became possessed of that damaged asset, and the 
amount of that expenditure so incurred after that day 
shall, for the purposes of paragraph (d), be deemed to 
be the amount of an excess of the kind referred to in 
paragraph (d): 

(i) Where, after the commencement of operations for the 
puryose of the restoration of that damaged asset and 
before that restoration is completed,-
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(i) That damaged asset is transferred from the 
mining operations of that company and is used by: 
that company wholly or principally for the purpose of 
gaining . o~ producing assessable income other than 
from mmmg; or 

(ii) That damaged asset (not being the scrap of that 
asset) is sold or otherwise disposed of by that 
company; or 

(iii) That company ceases to be a mining 
company,-
paragraph (e) shall, so far as it is applicable, apply in 
respect of that damaged asset, the insurance payment 
made in respect of the loss of that asset, and the 
expenditure Ulcurred in the restoration of it, as if that 
restoration were completed on the day on which that 
transfer, or that sale, or that other disposal, or that 
cessation, occurred and as if no expenditure in the 
restoration of that damaged asset were incurred after 
that day. 

(17) For the purposes of this section-
(a) Where, by reason of any expenditure or loss incurred by a 

mining company in any income year in gaining or 
producing assessable income other than from mining 
being deducted, in accordance with subsection (5)(b), 
in calculating the assessable income from mining 
derived by that company in that income year, instead 
of being deducted from or set off against the 
assessable income other than from mining derived by 
that company in an income rear after that income 
year, the Commissioner is 0 the opinion that that 
company is at an unfair disadvantage, for the 
purposes of that subsection, the Commissioner may, 
on application made by that company within 8 years 
after the end of that first·mentioned income year, or 
within such extended period as the Commissioner 
allows, and notwithstanding the time bar, make such 
adjustments for the purposes of subsection (5) in 
respect of that first-mentioned income year and any 
one or more of the 8 income years immediately 
succeeding that first-mentioned income year as the 
Commissioner considers equitable to meet the special 
circumstances of the case: 

(b) Where, by reason of any amount being, in accordance 
with section IH 4 (1)(c), deducted from or set off 
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against the assessable income from mining derived by: 
a mining company in any income year, instead of 
being deducted from or set off against the assessable 
income other than from mining derived by that 
company in an income year after that income year, 
the Commissioner is of the opinion that that 
company is at an unfair disadvantage, for the 
purposes of that subsection, the Commissioner may, 
on application made by that company within 8 years 
after the end of that first-mentioned income year, or 
within such extended period as the Commissioner 
allows, and notwithstanding the time bar, make such 
adjustments for the purposes of section ill 4 (1) in 
respect of that first-mentioned income year and any 
one or more of the 8 income years immediately 
succeeding that first-mentioned income year as the 
Commissioner considers equitable to meet the special 
circumstances of the case: 

(c) Where a mining company has commenced or 
recommenced to use any asset for the purpose of 
gaining or producing assessable income from mining, 
being an asset which immediately before that 
commencement or that recommencement was being 
used by that company for the purpose of gaining or 
producing assessable income other than assessable 
mcome from mining, the Commissioner may make 
such adjustments in respect of the income year in 
which that company commenced or, as the case may: 
be, recommenced to use that asset for the purpose of 
gaining or producing assessable income from mining 
as the Commissioner considers equitable, having 
regard to any deductions allowed to that company by 
way of depreciation, or otherwise in respect of the 
cost, in relation to that asset and to any other matters 
which the Commissioner considers relevant: 

(d) Where-
(i) Section 152 or section 153 of the Land and 

Income Tax Act 1954 (as in force before the 
commencement of section 153F of that Act) applied 
to a mining company in respect of the 1970-71 
income year; and 

(ii) That company has acquired, or has become 
possessed of, any asset as a result of any exploration 
expenditure or development expenditure referred to 
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in section 27 (3)(a) of the Land and Income Tax 
Amendment Act 1971-
the following provisions shall apply: 

(ill) Subsection (10) shall, with any necessary 
modifications, apply to that company as if every 
reference to an asset in that subsection included a 
reference to an asset referred to in subparagraph (ii) 
of this paragraph, being an asset used by that 
company wholly or principally for the purpose of 
gaining or producing assessable income other than 
assessable income from mining in the 1971-72 or any 
subsequent income year: 

(iv) Subsections (11 ) and (12) shall, with an>: 
necessary modifications, apply to that company as if 
every reference in subsectton (11) to an asset and 
every reference in subsection (12) to an asset which is 
sold or otherwise disposed of included a reference to 
an asset referred to in subparagraph (ii) of this 
paragraph, being an asset which is sold or otherwise 
aisposed of by that company in the 1971-72 or any 
sUDsequent income year: 

(v) Subsection (14)(b) shall, with any necessary 
modifications, apply to any person who acquires from 
that company an asset referred to in sub:paragraph (ii) 
of this paragraph as if every reference m subsection 
(14)(b) to an asset included a reference to an asset 
referred to in subparagraph (ii) of this paragraph, 
being an asset acqUIred by that person in the 1971-72 
or any subsequent income year. 

(18) Where, for any reason, including the existence or the 
formation or the dissolution of a partnership or a variation in 
the constitution of a partnership or in the interests of the 
partners,-

(a) A mining company has acquired, or has become 
possessed of, a share or interest in an asset as a result 
of exploration expenditure or development 
expenditure (includin~ exploration expenditure or 
development expenditure referred to in section 
27 (3)(a) of the Land and Income Tax Amendment 
Act 1971) incurred by that mining company; or 

(b) A mining company has sold or otherwise disposed of the 
whole or part of such a share or interest; or 

(c) An asset in which a mining company has such a share or 
interest is used for the purpose of gaining or 
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producing assessable income other than assessable 
mcome from mining-

this section shall, with any necessary modifications, apply as if 
every reference in this section to an asset included a reference 
to such a share or interest. 

(19) For the purposes of this subsection and of subsection 
(18), a partner shall be deemed to have a share or interest in 
every smgle asset of the partnership in accordance with that 
partner's interest in the aggregate of the assets of the 
partnership. 

Cf. 1976, No. 65, s. 216 

DN 2. Profit or gain from sale of mining shares by 
companies-( 1) For the purposes of this section, in calculating 
the amount of any profit or gain derived by any company from 
any sale or other disposition of a mining share, the 
Commissioner shall adopt as the cost of that mining share an 
amount equal to the difference between the following 2 sums: 

(a) The aggregate of-
(i) The amount of the consideration given by the 

company in respect of the acquisition of that share; 
and 

(ii) The amount of any capital subsequendy 
contributed by the company in respect of that share: 

(b) The aggregate of-
(i) The amount of any reinvestment profit of the 

company included in that consideration; and 
(ii) The amount of any reinvestment profit of the 

company included in that capital. 
(2) Where, in any income .rear, any company (in this 

subsection referred to as the 'vendor company") derives a 
profit or ~ain from the sale or other disposition of a mining 
share (bemg a profit or gain to which paragraph (a) or 
paragraph (c) of section BB 4 applies), then, notwithstanding 
those paragraphs, that profit or gam shall not be included in the 
assessable income derived by the vendor company in that 
income year to the extent to which the Commissioner is 
satisfied that-

(a) The consideration received for that sale or other 
disposition (being a sale or other disposition to a 
mining holding company or to a mining company) 
consists of shares in that mining holding company or 
that mining company issued to the vendor company; 
or 
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(b) The consideration received for that sale or other 
disposition is used, or is to be used, within the 
prescribed period for mining purposes. 

(3) In any case where the Commissioner is satisfied that any 
part of any reinvestment profit of any company has, before the 
end of the prescribed period, been used for purposes other than 
mining purposes, and that it will not be used for mining 
purposes WIthin the prescribed period, the amount of that 

P(a) Shall be included in the assessable income derived by that 
company in the income year in which it was so used; 
and 

(b) Shall no longer be reinvestment profit of the company. 
(4) In any case where the Commissioner is satisfied that any 

part of any reinvestment profit of any company has not, before 
the end of the prescribed period, been used for mining 
purposes, the amount of that part-

(a) Shall be included in the assessable income derived by that 
company in the last income year included in that 
prescribed period; and 

(b) Shall no longer be reinvestment profit of the company. 
(5) Where in any income year any amount is repaid in 

respect of any loan made by any company (in this subsection 
referred to as the "lender company') to a minin~ holding 
company or to a mining company (being a loan which in the 
opiruon of the CommisSIOner has been made wholly or partly 
out of reinvestment profit of the lender company), there shall, 
subject to subsection (6), be included in the assessable income 
derived by the lender company in that income year an amount 
calculated in accordance with the following formula: 

where-
a is the amount of so much of the loan as, in the opinion 

of the Commissioner, was made out of reinvestment 
profit of the lender company; and 

b IS the amount of the loan; and 
c is the amount repaid. 

(6) Where an amount would otherwise be included in the 
assessable income derived by any company in any income year 
under subsection (5) in respect of any repayment of a loan, 
then, notwithstanding that subsection, that amount shall not be 
included in the assessable income derived by that company in 
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that income year to the extent to which the Commissioner is 
satisfied that that repayment is used, or is to be used, within 
the prescribed period for mining purposes. 

(7) In any case where the Commissioner is satisfied that any 
profit or gain (not being a profit or gain to which subsection (2) 
applies) is derived in any income year by any company from 
any sale or other disposition of a mining share, and that, in 
calculating the amount of that profit or gain any amount of 
reinvestment profit of the company was taken into account 
under subsection (l)(b), there shall, subject to subsection (9), be 
included in the assessable income derived by that company in 
that income year, an amount equal to the smaller of the 
following 2 amounts-

(a) The amount of that reinvestment profit: 
(b) The amount of that profit or gain. 
(8) For the purposes of this section,-
(a) Any share held in a mining holding companr or in a 

mining company shall, on the liquidation 0 any such 
company, be deemed to have been sold to that 
company; and 

(b) All distributions received on that liquidation in respect of 
that share shall be deemed to be consideration 
received for that sale; and 

(c) That sale shall be deemed to be a sale to which subsection 
(7) applies. 

(9) Where an amount would otherwise be included in the 
assessable income derived by any company (referred to in this 
subsection as the "vendor company") in any income year under 
subsection (7) in respect of any sale or other disposition of a 
mining share, then, notwithstanding that subsection, that 
amount shall not be included in the assessable income derived 
by the vendor comrany in that income year to the extent to 
which the CommisSIoner is satisfied that-

(a) The consideration received for that sale or other 
disposition of a mining share (being a sale or other 
disposition to a mining holding company or to a 
mining company) consists of shares in that mining 
holding company, or in that mining company, issued 
to the vendor company; or 

(b) The consideration received for that sale or other 
disposition of a mining share (being a sale within the 
meaning of subsection (8)) consists of mining shares; 
or 
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(C) The consideration received for that sale or other 
disposition is used, or is to be used, within the 
prescribed period for mining purposes. 

(10) In this section-
"Mining purposes" means-

(a) Subscribing for, or paying calls on, shares in any 
mining holding company or in any mining company; 
or 

(b) Making loans to a mining company for the 
purposes of enabling the mining company to carry on 
mining operations or associated mining operations, or 
to firuince exploration expenditure or development 
expenditure of the mining company; or 

(c) Making loans to a mining holding company 
where the loans made are to be used to finance 
mining operations or associated mining operations to 
be carried out by a mining company or to finance 
exploration expenditure or development expenditure 
of a mining company: 

"Mining share" means a share in any mining holding 
company or in any mining company: 

"Prescribed period" means-
(a) In relation to any profit or gain derived from a 

sale or other disposition of a mining share, the 
income year in which the sale or other disposition 
took place and the 6 income years immediately 
succeeding that income year: 

(b) In relation to any amount repaid in respect of 
any loan made to any mining holding company or to 
any mining company, the income year in which that 
amount was repaid and the 6 income years 
immediately succeeding that income year. 

C£ 1976, No. 65, s. 218; 1994, No. 76, s. 39 

DN S. Companies holding shares in mlnmg 
companies-(l) Notwithstanding anything in this section, this 
section shall not apply to any loan to the extent to which, in the 
opinion of the Commissioner, the loan is made by a holding 
company (being a mining holding company) out of 
reinvestment profit of that company. 

(2) Nothing in this section shall be construed to affect the 
assessment of any mining company. 

(3) Notwithstanding anything in this Act, the amount written 
ofI'in any income year from loans made by a holding company 
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to a mining company shall be allowed as a deduction in 
calculating the assessable income of the holding company for 
that year: 

Provided that the amount deductible under this subsection in 
respect of any holding company in any year shall not include 
any amount in respect of interest, and shall not exceed the 
smaller of the following amounts: 

(a) 50% of the amount which, but for this subsection, would 
be the taxable income of the holding company for 
that year: 

(b) The prescribed proportion of the aggregate amount 
incurred by the mining company in exploration 
expenditure and development expenditure before the 
end of that year, reduced by the total of all amounts 
allowed to the holding company as deductions under 
this subsection in any earlier year or years: 

Provided also that in respect of any amount written off from 
any loan which in the opinion of the Commissioner has been 
made by a holding company (being a mining holding company) 
wholly or partly out of payments received by that holding 
company (being payments in respect of which a deduction has 
been allowed to any taxpayer under section 159 of the Income 
Tax Act 1976 as that section was in force before its repeal by 
the Income Tax Amendment Act (No. 2) 1990), the deduction 
otherwise allowable under this subsection shall to that extent 
be reduced by one-third. 

(4) Where any amount has been allowed to a holding 
company as a deduction under subsection (3) in any income 
year, and it appears to the Commissioner that in any 
subsequent income year the mining company would have 
derived taxable income if, in calculating the taxable income of 
the mining company for that subsequent income year,-

(a) No deductions had been made in respect of any amounts 
of exploration expenditure or development 
expenditure of the mining company (being amounts 
allowed to any holding company as a deduction); and 

(b) Where the mining company has, in that subsequent 
income year, sold or otherwise disposed of the whole 
or part of an asset (being an asset of the kind referred 
to m section DN 1 (11) or section DN 1 (17)(d)(ii)), the 
amount taken into account as the value of the 
consideration received or receivable for the sale or 
other disposition of that asset or of that part of that 
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asset were an amount determined in accordance with 
subsection (5),-

the prescribed proportion of the amount of the taxable income 
that would have been so derived shall, if the Commissioner so 
determines, be deemed to be a repayment, as far as it extends, 
of the amounts written off and allowed as a deduction under 
subsection (3). 

(5) The amount to be taken into account under subsection 
(4 )(b) as the value of the consideration received or receivable by 
the mining company for the sale or other disposition of an asset 
or of part of an asset shall be-

(a) Where, for the purposes of section ON I, the value of the 
consideration received or receivable by the mining 
comeany for the sale or other disposition of that asset 
or of that part of that asset is determined under 
subsection (12)(c) of that section, the greater of-

(i) So much of the consideration specified in the 
notice under that subsection (12)(c) as is in cash: 

(ii) The total amount of all loans made, on or 
before the date of that sale or other disposition, to the 
mining company by all holding companies of the 
mining company, to the extent to which such loans 
relate, in the opinion of the Commissioner, to that 
asset (including, where a part only of that asset is sold 
or otherwise disposed of, the part not sold or 
otherwise disposed of) and to the extent to which 
such loans have been written off by any holding 
company and allowed as deductions under subsection 
(3) or under the corresponding provisions of any 
former Act and have not, on or before the date of 
that sale or disposition, been repaid or deemed to be 
repaid under subsection (4) or subsection (6) or the 
corresponding provisions of any former Act: 

Provided that the amount determined under this 
paragraph as the value of the consideration received 
or receivable by the mining company for the sale or 
other disposition of that asset or of that part of that 
asset shall not exceed such amount as the 
Commissioner determines, in such manner as the 
Commissioner thinks fit, was the value of that asset 
or, as the case may be, of that part of that asset at the 
date of that sale or other disposition: 

(b) In any other case, the value of the consideration received 
or receivable by the mining company for the sale or 
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other disposition of that asset or of that part of that 
asset, as determined under and for the purposes of 
section DN 1. 

(6) Where any amount has been allowed to a holding 
company as a deduction under subsection (3) in any year, and 
the holding company in any subsequent year disposes of any 
shares in the rmning company, or any interest in any such 
shares, the amount by which the consideration received by or 
on behalf of the holding company for those shares or that 
interest exceeds the amount paid up in cash on the shares shall 
be deemed to be a repayment, as far as it extends, of the 
amount written off by the holding company and allowed as a 
deduction under subsection (3). 

(7) Where any amount written off by a holding company and 
allowed as a deduction under subsection (3) is repaid to that 
company or to any other person by the mining company, or is 
deemed to be repaid under subsection (4) or subsection (6), the 
Commissioner may at any time, notwithStanding the time bar, 
amend any assessment made on that first-mentioned company 
and reduce the amount allowed as a deduction by the amount 
so repaid or deemed to be repaid. 

(8) Subsections (4), (6), and (7) shall, with any necessary 
mOdifications, apply with respect to deductions allowed to a 
holding company under the corresponding provisions of any 
former Act in the same manner as they apply with respect to 
deductions allowed to a holding company under subsection (3). 

(9) For the purposes of this section-
(a) Every reference in this section to an asset shall be deemed 

to include a reference to a share or interest in an 
asset: 

(b) Every member of a partnership and every member of any 
other association of persons in receipt of income 
joindy or carrying on activities joindy shall be 
deemed to have a share or interest in every single 
asset of that partnership or of that association in 
accordance with the member's interest in the 
aggregate of the assets of that partnership or of that 
association: 

(c) Where any amount is deemed under subsection (4) to be a 
repayment of any amount written off by a holding 
company and allowed as a deduction, sucn 
repayment shall, in relation to any subsequent 
income year as referred to in that subsection, be 
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deemed to have been made on the day immediately 
following the end of that subsequent income year. 

(10) Where and to the extent that any loan made on or after 
1 October 1978 by a holding company to a mining company 
was, in the opinion of the Commissioner, having regard to 
other loans made previously by the holding company and such 
other circumstances as the Commissioner considers relevant, 
excessive and made to obtain an unfair advantage for tax 
purposes, this section shall not apply to that loan. 

(11) Where, but for the provisions, other than section 45 (1), 
of the Income Tax Amendment Act 1979, any amount loaned 
on or before 31 March 1979 by a company to another company 
would have been a loan to which, or in relation to which, or 
subsequent to the writing off or the deduction or the 
repayment or the deemed repayment of which, the preceding 
provisions of this section would, so far as they were applicable, 
have applied, those provisions shall, notwithstanding anything 
in this Act, and so far as they are applicable, apply to, or in 
relation to, or subsequent to the writing off or the deduction or 
the repayment or the deemed repayment ot that amount 
loaned as if the Income Tax Amendment Act 1979 (except 
section 45 of that Act) had not been enacted. 

(12) In this section-
"Loan", in relation to a holding company. ~d a mining 

company, means a loan made to the mmmg company 
by the holding company at a time when the holding 
company was a holding company of the mining 
company: 

"Prescribed proportion", in relation to a holding company 
and a mirung company, means the proportion that 
the residue of the total of the loans made by the 
holding company to the mining company (after 
subtracting actual repayments) bears to the residue of 
the total of the loans made by all holding companies 
to the mining company (after subtracting actual 
repayments). 

C£ 1976, No. 65, s. 219 

DN 4. Resident mining operators-(I) This section shall 
apply notwithstanding anything in this Act. 

(2) Subject to this section, every resident mining operator 
shcill be assessable and liable for income tax as if the operator 
were not a resident mining operator. 
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(3) For the purposes of this section, the assessable income 
derived by a resident mining operator shall be divided into the 
following classes: 

(a) Assessable income from mining: 
(b) Assessable income other than from mining. 
(4) Where in any income year a resident mining operator has 

incurred any expenditure or loss which is deductible under this 
Act (including this section),-

(a) That expenditure or loss shall, to the extent that it is 
incurred in gaining or producing assessable income 
from mining, be first deducted, so far as may be, in 
calculating the assessable income from mining 
derived by that resident mining operator in that 
income year, and, subject to paragraph (b), any 
excess (such an excess being referred to in this section 
as a "mining outgoing excess") shall, so far as may be 
but only to the extent of the prescribed amount in 
relation to that resident mining operator and to that 
income year, be deducted in calculating the 
assessable income other than from mining derived by 
that resident mining operator in that income year, 
and any balance of that mining outgoing excess then 
remaining shall, for the purposes of sections lE 1, 
IF 1, and IH 1, be deemea to be a loss incurred by 
that resident mining operator in that income year: 

(b) That expenditure or loss shall, to the extent that it is 
incurred in gaining or producing assessable income 
other than from mining, be first deducted, so far as 
may be, in calculating the assessable income other 
than from mining derived by that resident mining 
operator in that income year, and, subject to 
paragraph (a), any excess (such an excess being 
referred to in this section as a "non.mining outgoing 
excess") shall, so far as may be, be deducted in 
calculating the assessable mcome from mining 
derived by that resident mining operator in that 
income year, and any balance of tbat non.mining 
outgoing excess then remaining shall, for the 
purposes of sections lE 1, IF 1, and ill 1, be deemed 
to be a loss incurred by that resident mining operator 
in that income year. 

(5) A reference in the definitions of "assessable income from 
mining", "development expenditure", "exploration 
expenditure", and "mining operations" to a mining company 
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or to a company shall, in the application of those definitions to 
this section (and to section FF 19), be taken as a reference to a 
resident mining operator. 

(6) Subsections (6), (7), (9) to (14), (17)(c), (18), and (19) of 
section DN 1 shall, with any necessary modifications, apply for 
the purposes of this section as if-

(a) Every reference in section ON 1 (12) to a mining company 
and every reference in each of the other provisions to 
a mining company or company were a reference to a 
resident mining operator; and 

(b) The reference in section ON 1 (7) to section ON 1 (5) were 
a reference to subsection (4) of this section; and 

(c) Every reference in section DN 1 (9) to section ON 1 were a 
reference to this section; and 

(d) The reference in section DN 1 (9)(b) to section 27 of the 
Land and Income Tax Amenament Act 1971 were a 
reference to section 31 of the Land and Income Tax 
Amendment Act (No. 2) 1972; and 

(e) The reference in section ON 1 (9)(c) to an asset acquired 
by a company, or of which a company has become 
possessed, as a result of any exploration expenditure 
or development expenditure referred to in section 
27 (3)(a) of the Land and Income Tax Amendment 
Act 1971 were a reference to an asset of the kind 
referred to in paragraph (i) of item a of the formula in 
section 31 (3) of the Land and Income Tax 
Amendment Act (No. 2) 1972 (being an asset which a 
resident mining operator has acquired or become 
possessed of); and 

(f) The reference in section ON 1 (18)(a) to exploration 
expenditure or develoJ>ment expenditure referred to 
in section 27 (3)(a) of the Land and Income Tax 
Amendment Act 1971 were a reference to 
exploration expenditure or development expenditure 
referred to in paragraph (i) of item a of the formula in 
section 31 (3) of the Land and Income Tax 
Amendment Act (No. 2) 1972, being exploration 
expenditure or development expenditure incurred by 
a resident mining operator. 

(7) For the purposes of this section, subparagraphs (ill) to (v) 
of section DN 1 (17)(d) shall, with any necessary modifications, 
apply with respect to any asset of the kind referred to in 
paragraph (i) of item a of the formula in section 31 (3) of the 
Land and Income Tax Amendment Act (No. 2) 1972 (being an 
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asset which a resident mining operator has acquired or has 
become possessed o~ as if-

(a) Every reference in those subparagraphs to a company 
were a reference to a resident mining operator; and 

(b) Every reference in those subparagraphs to an asset 
referred to in section ON 1 (17)(d)(ii) were a reference 
to an asset of the kind referred to in paragraph (i) of 
item a of that formula (being an asset which a 
resident mining operator has acquired or has become 
possessed o~. 

(8) Subsections (15) and (16) of section ON 1 shall, with any 
necessary modifications, apply for the purposes of this section 
as if-

(a) Every reference in those subsections to a mining company 
and to a company were a reference to a reSident 
mining operator; and 

(b) The reference in sections ON 1 (15)(a)(i) and (16)(c)(ii) to 
section ON 1 were a reference to this section; and 

(c) The reference in section ON 1 (15)(a) to section 153F of the 
Land and Income Tax Act 1954 were a reference to 
section 153J of that Act and the reference in section 
ON 1 (15)(a) to section 27 of the Land and Income 
Tax Amendment Act 1971 were a reference to 
section 31 of the Land and Income Tax Amendment 
Act (No. 2) 1972. 

e£ 1976, No. 65, s.220 

DN 5. Non-resident mining operators-(I) This section 
shall apply notwithstanding anything in this Act. 

(2) Subject to this section and to clause 6 of Part A of 
Schedule 1, every non·resident mining operator shall, in respect 
of the income derived by the operator from a mining venture 
carried on by the operator (being a mining venture in relation 
to which the operator is a non·resident mining operator), be 
assessable and liable for income tax as if that operator were not 
a non·resident mining operator. 

(3) A reference in the definitions of "assessable income from 
mining", "development expenditure", "exploration 
expenditure" and "mining operations" to a mining company or 
to a company shall, in the application of those definitions to 
this section, be taken as a reference to a non·resident mining 
operator. 
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(4) In relation to a non-resident mining operator and to a 
mining venture carried on by that operator as a non-resident 
mining operator,-

(a) Subsections (7) to (14), (17)(c), (18), and (19) of section 
DN 1, and subsections (2) and (3) of section IH 4 shall, 
with any necessary modifications, apply for the 
purposes of this section as if-

G-13 

(i) Every reference in sections DN 1 (12), IH 4 (2), 
and IH 4 (3) to a mining company and every 
reference in each of the other provisions to a mining 
company or company were a reference to a non
resident mining operator; and 

(ii) Every reference in subsections (7), (8), (10), (11), 
and (17)(c) of section DN 1 to assessabfe income from 
mining were a reference to assessable income from 
that mining venture; and 

(ill) The words "and subsection (5)(a) shall apply 
accordingly in respect of that amount" were omitted 
from subsections (7) and (8)(a) of section DN 1; and 

(iv) Every reference in section DN 1 (9) to section 
DN 1 were a reference to this section; and 

(v) The reference in section DN 1 (9)(b) to section 
27 of the Land and Income Tax Amendment Act 
1971 were a reference to section 31 of the Land and 
Income Tax Amendment Act (No. 2) 1972; and 

(vi) The reference in section DN 1 (9)(c) to an asset 
acquired by a company or of which a company has 
become possessed as a result of any exploration 
expenditure or development expenditure referred to 
in section 27 (3)(a) of the Land and Income Tax 
Amendment Act 1971 were a reference to an asset of 
the kind referred to in paragraph (i) of item a of the 
formula in section 31 (3) of the Land and Income Tax 
Amendment Act (No. 2) 1972 (being an asset which a 
non-resident mining operator has acquired or has 
become possessed of); and 

(vii) Every reference in subsections (10) and (17)(c) 
of section DN 1 to assessable income other than 
assessable income from mining were a reference to 
assessable income other than assessable income from 
a mining venture; and 

(viii) The reference in section DN 1 (12)(d)(i) to 
mining operations or associated mining operations 
were a reference to a mining venture; and 
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(ix) The reference in section DN I (IS)(a) to 
exploration expenditure or development expenditure 
referred to in section 27 (3)(a) of the Land and 
Income Tax Amendment Act 1971 were a reference 
to exploration expenditure or development 
expenditure referred to in paragraph (i) of item a of 
the formula in section 31 (3) of the Land and Income 
Tax Amendment Act (No. 2) 1972, being exploration 
expenditure or development expenditure incurred by 
a non-resident mining operator; and 

(b) Subparagraphs (iii), (iv) , and (v) of section DN I (17)(d) 
shall, with any necessary modifications, apply with 
respect to an}' asset of the kind referred to in 
paragraph (i) of item a of the formula referred to in 
paragraph (a)(ix) (being an asset which a non-resident 
mining operator has acquired or has become 
possessed of) as if-

(i) Every reference in those subparagraphs to a 
company were a reference to a non-resident mining 
operator; and 

(ii) Every reference in those subparagraphs to an 
asset referred to in section DN I (17)(d)(ii) were a 
reference to an asset of the kind referred to in 
paragraph (i) of item a of that formula (being an asset 
which a non-resident mining operator has acquired or 
has become possessed of); and 

(iii) The reference in that subparagraph (iii) to 
assessable income other than assessable income from 
mining were a reference to assessable income other 
than assessable income from a mining venture; and 

(c) Subsections (15) and (16) of section DN I shall, with any 
necessary modifications, apply for the purposes of 
this section as if-

C-13* 

(i) Every reference in those subsections 
to a mining company and to a company were a 
reference to a non-resident mining operator; and 

(ii) The reference in section DN I (15)(a) to 
assessable income, and the reference in section 
DN I (16)(e) to assessable income from mining, were 
a reference to assessable income from that mining 
venture; and 

(iii) The reference in subsections (15)(a)(i) and 
(16)(c)(ii) of section DN 1, to section DN 1 were a 
reference to this section; and 
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(iv) The reference in section DN 1 (15)(a) to section 
153F of the Land and Income Tax Act 1954 were a 
reference to section 153K of that Act, and the 
reference to section 27 of the Land and Income Tax 
Amendment Act 1971 were a reference to section 31 
of the Land and Income Tax Amendment Act (No. 2) 
1972; and 

(v) The reference in section DN 1 (16)(i) to 
assessable income other than from mining were a 
reference to assessable income other than assessable 
income from a mining venture. 

ef 1976, No. 65, s. 215 (3)(b), 221 

SUBPART O-OTHER PRIMARY SECfOR ExPENDITURE 

DO 1. Certain deductions not permitted-racing 
bloodstock-Notwithstanding anything m section BB 7, in 
calculating the assessable income derived by any person from 
any source, no deduction shall, except as expressly provided in 
this Act, be made in respect of any expenditure or loss to the 
extent to which the Commissioner IS satisfied it is incurred in-

(a) Preparing any bloodstock for racing, other than any 
expenditure or loss incurred-

(i) In the course of preraring that bloodstock for 
sale by a taxpayer who is m the business of breeding 
bloodstock and who does not race that bloodstock; or 

(ii) By a taxpayer in exchange for consideration 
which IS assessable income to that taxpayer; or 

(b) Racing any bloodstock, or otherwise incurred in relation 
to the racing of any bloodstock. 

ef 1976, No. 65, s. 106 (1)(n) 

DO 2. Certain repairs to fishing boats-(I) Not
withstanding anything in section EG 1, where a deduction is 
allowed under that section to any taxpayer, being a taxpayer 
c~g on in New Zealand any business of fishing, in respect 
of expenditure incurred by the taxpayer in any income year in 
making, according to the requirements of Part IV of the 
Shipping and Seamen Act 1952 as to survey, anr repairs or 
alterations to the hull, equipment, or machinery 0 any fishing 
boat that is used wholly and exclusively for the purposes of that 
business, subsections (4) to (6) of section DZ 3 (which provisions 
relate to the right of a taxpayer to allocate, for the purposes of 
deductions, certain classes of expenditure to income years 
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succeeding the income year in which the expenditure is 
incurred) shall, with any necessary modifications, apply with 
respect to any expenditure of that kind allowed as a deduction 
under section DZ 3 as if the expenditure were expenditure 
incurred by the taxpayer in carrying on a business to which 
secti?~ DZ 3 applies, and as if every reference in those 
proVlslons-

(a) To expenditure allowable as a deduction under section 
DZ 3 were a reference to expenditure allowed as a 
deduction under section EG 1; and 

(b) To the 9 income years next succeeding the income year in 
which the expenditure is incurred were a reference to 
the 4 income years next succeeding the income year 
in which the expenditure is incurred. 

(2) In this section-
"Fish" includes shellfish and crustaceans: 
"Fishing" means the taking or catching of fish for the 

purposes- of sale: 
"Fishing boat" means a boat that is registered as a fishing 

boat under Part I of the Fisheries Amendment Act 
1963 or a boat that is registered as a fishing vessel 
under Part IV of the Fisheries Act 1983; and includes 
a small boat belonging to any boat that is so 
registered. 

ef 1976, No. 65, s. 109 

DO S. Certain expenditure on land used for farming or 
agricultural purposes-Any taxpayer engaged in any 
farming or agricultural business on any land in New Zealand 
shall, in calculating the assessable income derived from that 
business in any income year, be entided to a deduction of the 
amount of any expenditure incurred by the taxpayer in that 
year, being expenditure that is not deductible otherwise than 
under this section or under section DO 4, in-

(a) The destruction of weeds or plants detrimental to the 
land: 

(b) The destruction of animal pests detrimental to the land: 
(c) The clearing. destruction, and removal of scrub, stumps, 

and undergrowth: 
(d) The repair of flood or erosion damage: 
(e) The planting and maintaining of trees for the purpose of 

preventing or combating erosion: 
(f) The planting and maintaining of trees for the purpose of 

providing shelter: 
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(g) The construction on the land of fences for agricultural 
purposes, including the purchase of wire or wire 
netting for the purpose of making new or existing 
fences rabbit.proof. 

ef. 1976, No. 65, s. 127 (AI) 

DO •. Expenditure on land improvements used for 
farming or agriculture-( 1) Any taxpayer who carries on any 
farming or agricultural business on any land owned by that 
taxpayer in New Zealand shall, in calculating the assessable 
income derived by the taxpayer in any income year, other than 
the income year in whicn that taxpayer sells or otherwise 
disposes of that land, be entitled to a deduction in respect of 
any expenditure of any of the kinds specified in Part A of 
Schedule 7 incurred by the taxpayer or oy any other taxpayer 
in preparing or otherwise developing that land, and being 
expenditure which is of benefit to the business in that income 
year. 

(2) Any taxpayer who carries on any farming or agricultural 
business on any land in New Zealand which is not owned by 
that taxpayer shall, in calculating the assessable income derived 
by that taxpayer in any income year, other than the income 
year in which that taxpayer ceases to carry on that farming or 
agricultural business on that land, be entitled to a deduction in 
respect of any expenditure of any of the kinds specified in Part 
A of Schedule 7 incurred by that taxpayer in preparing or 
otherwise developing that land, and being expenditure which is 
of benefit to the business in that income year. 

(3) Subject to subsection (4), the amount of any deduction 
allowed under subsection (1) or subsection (2) in relation to any 
item of expenditure shall be-

(a) Where the expenditure incurred in relation to the item
(i) Is either-

(A) Incurred by the taxpayer during the period 
commencing with 16 December 1991 and 
ending with 31 March 1993 (both dates 
inclusive) otherwise than under a binding 
contract entered into by the taxpayer 
before 16 December 1991; or 

(B) Incurred by the taxpayer on or after 1 April 
1993 and before 1 April 1994 under a 
binding contract entered into by the 
taxpayer during the period specified in 
subsubparagraph (A); or 
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(C) Incurred by the taxpayer on or after 1 April 
1993 and before the end of the taxpayer's 
1994-95 income year; and 

(ii) Is not incurred in acquiring from any other 
person any already existing preparatIon or 
development of the land of a kind itemised in Part A 
of Schedule 7 (other than in accordance with a 
matrimonial agreement or, where the taxpayer is a 
company in a wholly-owned group at the time of 
acquisition and the tIme of acquisition is before the 
end of the taxpayer's 1994-95 income year, from 
another company in that wholly·owned group),-
an amount equal to 1250/0 of the percentage specified 
in relation to that item of expenditure in Part A of 
Schedule 7 of the diminished value of that item of 
expenditure: 

(b) Where the expenditure is incurred in the taxpayer's 
1995-96 income year or in any subsequent year, an 
amount calculated in accordance with the following 
formula: 

1.2 X a X b 

where-

a is the percentage specified in Part A of 
Schedule 7 in relation to the item of 
expenditure; and 

b is the diminished value of that item of 
expenditure: 

(c) In any other case, an amount equal to the percentage 
specified in relation to that item of expenditure in 
Part A of Schedule 7 of the diminished value of that 
item of expenditure. 

(4) The Commissioner may, in respect of any item of 
expenditure of a kind specified in clause 12 of Part A of 
Schedule 7, allow a deduction of an amount greater than that 
otherwise allowable under subsection (3) where the 
Commissioner is satisfied that the vines or trees have ceased to 
exist or have ceased to be used in the production of assessable 
income: 

Provided that this subsection shall not apply in respect of any 
vines or trees-

(a) That have ceased to exist before 16 December 1991; or 
(b) In respect of which the Commissioner is satisfied that 

those vines or trees have ceased, before 16 December 
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1991, to be used in the production of assessable 
mcome. 

(5) If any question arises in relation to item 12 of Part A of 
Schedule 7 as to whether trees are planted other than primarily 
or principally for the purpose of timber production, a certificate 
of a duly authorised officer of the Mirustry of Agriculture and 
Fisheries or of a duly authorised officer of the appropriate 
Regional Council, or a certificate of any other person the 
Commissioner is satisfied is suitably qualified to certify, as to 
the primary and principal purpose for which those trees were 
planted, shall be final and conclusive evidence for the purposes 
of this section. 

Cf. 1976, No. 65, s. 128A 

DO 5. Expenditure on improvements in relation to 
aquaculture-( 1) Any taxpayer who carries on any business of 
aquaculture in New Zealand shall, in calculating the assessable 
income derived by the taxpayer in any income year, other than 
the income year in which that taxpayer ceases to carry on that 
business, be entitled to a deduction in respect of any 
expenditure on improvements (being improvements owned by 
the taxpayer in that income year) of any of the kinds specified 
in any of Parts C to G of Schedule 7 incurred by the taxpayer or 
any other taxpayer, in preparing or otherwise developing the 
business, and being expenditure which is of benefit to the 
business in that income year. 

(2) Any taxpayer who carries on any business of aquaculture 
in New Zealand shall, in calculating the assessable income 
derived by that taxpayer in any income year, other than the 
income year in which that taxpayer ceases to carry on that 
business, be entitled to a deduction in respect of any 
expenditure on improvements (being- improvements which are 
not owned by that taxpayer in that mcome year) of any of the 
kinds specified in any of Parts C to G of Schedule 7 incurred by 
that taxpayer, in preparing or otherwise developing the 
business, and being expenditure which is of benefit to the 
business in that income year. 

(3) The amount of any deduction allowed under subsection 
(1) or subsection (2) in relation to any item of expenditure shall 
be-

(a) Where the expenditure incurred in relation to the item
(i) Is either-

(A) Incurred by the taxpayer during the period 
commencing with 16 December 1991 and 
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ending with 31 March 1993 (both dates 
inclusive) otherwise than under a binding 
contract entered into by the taxpayer 
before 16 December 1991; or 

(B) Incurred by the taxpayer on or after 1 April 
1993 and before 1 April 1994 under a 
binding contract entered into by the 
taxpayer during the period specified in 
subsubparagraph (A); or 

(C) Incurred by the taxpayer on or after 1 April 
1993 and before the end of the taxpayer's 
1994-95 income year; and 

(ii) Is not incurred in acquiring from any other 
person any already existing improvement of a kind 
itemised in Parts C to G of Schedule 7 (other than in 
accordance with a matrimonial agreement or, where 
the taxrayer is a company in a wholly-owned group 
at the tnne of acquisition and the time of acquisition 
is before the end of the taxpayer's 1994-95 income 
year, from another company in that wholly-owned 
group),-
an amount equal to 125% of the percentage specified 
in relation to that item of expenditure in Parts C to G 
of Schedule 7 of the diminished value of that item of 
expenditure: 

(b) Where the expenditure is incurred in the taxpayer's 
1995-96 income year or in any subsequent year, an 
amount calculated in accordance with the following 
formula: 

1.20 X a X b 

where-
a is the percentage specified in Part C of 

Schedule 7 in relation to the item of 
expenditure; and 

b is the diminished value of that item of 
expenditure: 

(c) In any other case, an amount equal to the percentage 
specified in relation to that item of expenditure in 
Parts C to G of Schedule 7 of the diminished value of 
that item of expenditure. 

Cf. 1976, No. 65, s. 128c 
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DO 6. Deductions by lessor of land used for farming or 
agricultural purposes-Subject to section EG 19, where any 
taxpayer. being the owner of an estate in fee simple or of a 
leasehold estate in any land in New Zealand. has granted a 
lease or a sublease of the land to any person who carries on any 
fanning or agricultural business on the land, the taxpayer shall, 
in calculating the taxpayer's assessable income for any income 
year, be entitled to deductions in respect of expenditure under 
section DO 3 or section DZ 3, being deductions to which the 
taxpayer would be entitled if the taxpayer had personally 
carried on a farming or agricultural business on the land during 
the currency of the lease or sublease; and those sections, as far 
as they are applicable and with any necessary modifications, 
shall apply accordingly as if the assessable income of the 
taxpayer had been derived from carrying on a fanning or an 
agricultural business on the land during the income year and as 
if the persons employed in the business carried on by the lessee 
or sublessee had been employed by the taxpayer. 

Cr. 1976, No. 65, s. 131 

DO 7. Farmers' expenditure on tree planting-(I) The 
Commissioner may, in calculating the assessable income 
derived by any taxpayer from any fanning or agricultural 
business on land in New Zealand (that business being the 
principal business undertaken on that land), allow a deduction 
in respect of any expenditure, not being expenditure in respect 
of which a payment has been made or is to be made to the 
taxpayer under the Forestry Encouragement Grants 
Regulations 1981 or the Forestry Encouragement Grants 
Regulations 1983. or in respect of which a deduction is 
allowable under section DO 3, incurred by the taxpayer during 
any income year in planting or maintaining trees (not being 
trees planted under a forestry encouragement agreement 
under the Forestry Encouragement Act 1962 or trees planted 
primarily and principally for the production of fruit) on that 
land. 

(2) Subject to subsection (3), the amount of any deduction 
allowed under subsection (1) in relation to expenditure of the 
kind referred to in that subsection shall be,-

(a) In relation to such expenditure incurred in the 1987 -8 8 
income year, an amount equal to 90% of the amount 
of that expenditure: 
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(b) In relation to such expenditure incurred in the 1988-89 
income year, an amount equal to 75% of the amount 
of that expenditure: 

(c) In relation to such expenditure incurred in the 1989-90 
income year, an amount equal to 55% of the amount 
of that expenditure: 

(d) In relation to such expenditure incurred in the 1990-91 
income year, an amount equal to 30% of the amount 
of that expenditure: 

(e) In relation to such expenditure incurred in the 1991-92 
income year, and succeeding income years, an 
amount equal to the lesser of-

(i) The amount of that expenditure; or 
(ii) $ 7 ,500. 

(3) The amount of the deduction allowed in relation to any 
expenditure and any income year under subsection (2)(a) to (d) 
shall not be less than the lesser of-

(a) The amount of that expenditure incurred in that income 
year: 

(b) $7,500. 
(4) Notwithstanding anything in subsection (2) or subsection 

(3), where any taxpayer who carries on a farming or 
agricultural business in New Zealand has, on or before 12 
December 1985, entered into a binding contract with any other 
person (that other person and the taxpayer not being 
associated persons) committing the taxpayer to incur 
expenditure of the kind referred to in subsection (1), the 
amount of the deduction allowed under subsection (1) in 
relation to the assessable income derived by the taxpayer in the 
1996-97 or any earlier income year shall be equal to the 
amount of such expenditure incurred in that income year. 

er. 1976, No. 65, s. 134 

DO 8. Amalgamated company entided to deductions 
for farming, agriculture, and aquaculture expenditure
Where and to the extent that in any income year-

(a) An amalgamat~g company ceases to exist on a qualifying 
amalgamatIOn; and 

(b) As a result, the amalgamated company acquires any land 
or business of the amalgamating company; and 

(c) But for the amalgamation, the amalgamating company 
would have been entitled to a deduction under 
section DO 4 or section DO 5 in respect of the land or 
business; and 



1994, No. 164 Income Tax 2083 
s.DZ2 

(d) After the amalgamation and for the remainder of the 
income year-

(i) The land is held; or 
(ii) The business is carried on,

by the amalgamated company,-
the deduction shall be allowed in calculating the assessable 
income of the amalgamated company for the income year. 

C£ 1976, No. 65, s. 191wD (16); 1994, No. 76, s. 29 

SUBPART Z-TERMINATING PROVISIONS 

DZ 1. Premium paid in respect of leased machinery
(1) The Commissioner may, in calculating the assessable income 
of any taxpayer, allow such deduction as the Commissioner 
thinkS fit in respect of any f>remium, fine, or foregift, or any 
consideration in the nature of a premium, fine, or foregift, paid 
by the taxpayer in respect of the lease before 1 April 1993 of 
any machinery used by the taxpayer in the production of 
income, or in respect of the renewal of any such lease before 1 
April 1993, in respect of the assignment or transfer of any such 
lease. 

(2) In ascertaining the amount that may be deducted in any 
year under this section the total amount paid by the taxpayer 
shall be apportioned by the Commissioner over the period of 
the lease unexpired at the date of payment, and the amount 
deducted for any year shall not in any case exceed the amount 
apportioned to that year. 

C£ 1976, No. 65, s. 139 

DZ 2. Certain expenditure on land used for forestry 
purposes-( 1) Any taxpayer who carries on a forestry business 
on any land in New Zealand shall, in calculating the assessable 
income derived by the taxpayer from that business, be entided 
to a deduction in relation to any expenditure incurred in that 
business in the 1990-91 or any earlier income year in-

(a) The felling, clearing, destruction, or removal of timber, 
stumps, scrub, or undergrowth on the land in the 
preparation of the land for the planting of trees on 
the land: 

(b) The eradication or extermination, to enable the planting 
of trees on the land, of animal or vegetable pests on 
the land: 

(c) The destruction, to enable the planting of trees on the 
land, of weeds or plants detrimental to the land: 
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(d) The drainage of swamp or low·lying lands in the 
preparation of the land for the planting of trees on 
the land: 

(e) The construction of access tracks or temporary roads to or 
on the land and any temporary- culverts or temporary 
bridges that are necessary for the purposes of that 
construction: 

(~ The construction of dams, stopbanks, irrigation or stream 
diversion channels, or other improvements for the 
purpose of conserving or conveying water for use on 
the land or for preventing or combating soil erosion: 

(g) The repair of Hood or erosion damage: 
(h) The sinking of bores or wells for the purpose of supplying 

water for use on the land: 
(i) The construction of aeroplane landing strips to facilitate 

aerial topdressing or disease control work or fire
fighting on the land: 

0) The construction on the land of fences, including the 
purchase of wire or wire netting for the }Jurpose of 
making new or existing fences rabbit-proof: 

(k) The erection on the land of electric-power lines or 
telephone lines. 

(2) The amount of any deduction allowed under subsection 
( 1) in relation to expenditure of any of the kinds referred to in 
that subsection shall be-

(a) In relation to such expenditure incurred in the 1987-88 
income year, an amount equal to 90% of the amount 
of that expenditure: 

(b) In relation to such expenditure incurred in the 1988-89 
income year, an amount equal to 75% of the amount 
of that expenditure: 

(c) In relation to such expenditure incurred in the 1989-90 
income year, an amount equal to 55% of the amount 
of that expenditure: 

(d) In relation to such expenditure incurred in the 1990-91 
income year, an amount equal to 30% of the amount 
of that expenditure. 

(3) Notwithstanding anything in subsection (1) or subsection 
(2), where any taxpayer who carries on a forestry business in 
New Zealand has, on or before 12 December 1985, entered into 
a binding contract with any other person (that other person and 
the taxpayer not being associated persons) committing the 
taxpayer to incur expenditure of any of the kinds referred to in 
subsection (1), the deduction allowed under subsection (1) in 
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relation to the assessable income derived by the taxpayer in the 
1996-97 or any earlier income year shall be equal to the 
amount of such expenditure incurred in that income year. 

(4) Notwithstanding anything in subsection (1) or subsection 
(2), where any taxpayer who carries on a forestry business in 
New Zealand has, on or before 12 December 1985, purchased 
or otherwise acquired land or entered into a binding contract to 
purchase or otherwise acquire land or entered into a lease of 
land and planted trees on the land on or before 31 December 
1986, the deduction allowed under subsection (1) in relation to 
the assessable income derived by the taxpayer in the 1996-97 
or any earlier income year shall be equal to the amount of such 
expenditure incurred in relation to those trees in that income 
year. 

(5) Instead of claiming a deduction for the income year in 
which the expenditure is incurred of the total amount of the 
expenditure allowable as a deduction under subsection (1), any 
taxpayer to whom this subsection applies shall, if the taxpayer 
so elects by notice in accordance with subsection (6) (which 
election shall, subject to subsection (7), be irrevocable), be 
entided to allocate, in such manner as the taxpayer specifies in 
the notice, the whole or any part of that total amount to any 
income year or income years (being the 1999-2000 or any 
earlier income year in which the taxpayer continues to carry on 
that business) succeeding the income year in which the 
expenditure is incurred and to deduct the amount so allocated 
to any such income year in calculating the assessable income 
derived by the taxpayer from that business in that income year; 
and any amount so allocated shall not be allowed as a 
deduction in calculating the assessable income derived by the 
taxpayer from that business in the income year in which the 
expenditure is incurred. 

(6) Every notice under subsection (5) by which the whole or 
any part of the expenditure allowed as a deduction is allocated 
to an income year or income years succeeding the income year 
in which the expenditure was incurred shall be in writing, and 
shall be given to the Commissioner within the time within 
which the taxpayer is required to furnish a return of the 
taxpayer's income for the income year to which the 
expenditure is so allocated, or within such further time as the 
Commissioner may allow in any case or class of cases: 

Provided that where any part of the total amount of the 
expenditure allowed as a deduction is not claimed as a 
deduction for the income year in which the expenditure is 
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incurred and is not allocated to any succeeding income year or 
income years by an election under that subsection, that part 
shall be deducted from the income of the 1999-2000 income 
year. 

(7) Where any taxpayer who has made an election or 
elections under subsection (5) ceases to carry on that business 
before the expiry of the 1999-2000 income year, the total 
amount of the expenditure allowed as a deduction, or so much 
of that total amount as has not previously been allowed as a 
deduction, shall, as the taxpayer (or, where the taxpayer is 
deceased, the taxpayer's personal representative) elects, 
either-

(a) Be allowed as a deduction in calculating the assessable 
income derived by the taxpayer from that business in 
the income year in which the taxpayer ceased to 
carry on that business; or 

(b) Be allocated equally to the income year in which that total 
amount was mcurred and the succeeding income 
years in which the taxpayer has continued to carry on 
that business, and any amount or additional amount 
so allocated to any such income year shall be allowed 
as a deduction, or a further deduction, in calculating 
the assessable income derived by the taxpayer from 
that business in that last-mentioned income year. 

Cf. 1976, No. 65, s. 127A 

DZ 8. Certain expenditure on land used for farming or 
agricultural purposes-( 1) Any taxpayer engaged in any 
fanning or agricultural business on any land in New Zealand 
shall, in calculating the assessable income derived by the 
taxpayer from that business, be entided to a deduction in 
relation to any expenditure incurred by the taxpayer in that 
business in the 1990-91 or any earlier income year, and not 
deductible otherwise than under this section or section DO 3 or 
section DO 4, in-

(a) The eradication or extermination of animal or vegetable 
pests on the land: 

(b) The felling, clearing, destruction, and removal of timber, 
stumps, scrub, or undergrowth on the land: 

(c) The destruction of weeds or plants detrimental to the 
land: 

(d) The preparation of the land for farming or agriculture, 
including the cultivation and grassing of that land: 

(e) The draining of swamp or low-lying lands: 
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(f) The construction of access roads or tracks to or on the 
land: 

(g) The construction of dams, stopbanks, irrigation or stream 
diversion channels, or otber improvements for the 
purpose of conserving or conveying water for use on 
the land or for preventing or combating soil erosion: 

(h) The repair of flood or erosion damage: 
(i) The sinking of bores or wells for the purpose of supplying 

water for use on the land: 
(j) The construction of aeroplane landing strips to facilitate 

aerial top-dressing of the land: 
(k) The construction on the land of fences, including the 

purchase of wire or wire netting for the eurpose of 
making new or existing fences rabbit-proof: 

(1) The erection on the land of electric-power lines or 
telephone lines: 

(m) The construction on the land of feeding platforms, 
feeding yards, plunge sheep dips, or self. feeding 
ensilage pits: 

(n) The construction on the land of supporting frames for 
growing crops: 

(0) The construction of earthworks, ponds, settling tanks, or 
other similar improvements primarily for the purpose 
of the treatment of waste rroducts in order to 
prevent or combat pollution 0 the environment. 

(2) The amount of any deduction allowed under subsection 
(1) in relation to expenditure of any of the kinds referred to in 
that subsection shall be-

(a) In relation to such expenditure incurred in the 1987-88 
income year, an amount equal to 90% of the amount 
of that expenditure: 

(b) In relation to such expenditure incurred in the 1988-89 
income year, an amount equal to 75% of the amount 
of that expenditure: 

(c) In relation to such expenditure incurred in the 1989-90 
income year, an amount equal to 55% of the amount 
of that expenditure: 

(d) In relation to such expenditure incurred in the 1990-91 
income year, an amount equal to 30% of the amount 
of that expenditure. 

(3) Notwithstanding anything in subsection (2)(a), where any 
taxpayer engaged in a farming or agricultural business on any 
land m New Zealand has, on or before 12 December 1985, 
entered into a binding contract to incur expenditure of any of 
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the kinds referred to in subsection (1), the amount of the 
deduction allowed under that subsection in relation to the 
assessable income derived by the taxpayer in the 1987-88 
income year shall be-

(a) 100% of the amount of such expenditure incurred in that 
income year under that binding contract; and 

(b) 90% of the amount of such expenditure incurred in that 
income year otherwise than under that binding 
contract. 

(4) Instead of claiming a deduction for the income year in 
which the expenditure is incurred of the total amount of the 
expenditure anowable as a deduction under subsection (1), the 
taxpayer shall, if the taxpayer so elects by notice in accordance 
with subsection (5) (which election shall, subject to subsection 
(6), be irrevocable), be entitled to allocate, in such manner as 
the taxpayer specifies in the notice, the whole or any part of 
that total amount to anyone or more of the 9 income years 
(being a year or years in which the taxpayer continues to carry 
on that business) next succeeding the income year in which the 
expenditure is incurred and to deduct the amount so allocated 
to any such income year in calculating the assessable income 
derived by the taxpayer from that business in that income year; 
and any amount so allocated shall not be allowed as a 
deduction in calculating the assessable income derived by the 
taxpayer from that business in the income year in which the 
expenditure is incurred. 

(5) Every notice under subsection (4) by which the whole or 
any part of the total amount of the expenditure allowable as a 
deduction under subsection (1) is allocated to anyone of the 9 
income years next succeeding the income year in which the 
expenditure was incurred shall be in writing, and shall be given 
to the Commissioner within the time within which the taxpayer 
is required to furnish a return of the taxpayer's income for the 
income year to which the expenditure is so allocated, or within 
such fuither time as the Commissioner may allow in any case 
or class of cases: 

Provided that where any part of the total amount of the 
expenditure allowable as a deduction under subsection (1) is not 
claimed as a deduction for the income year in which the 
expenditure is incurred and is not allocated to anyone or more 
of the 8 immediately succeeding income years by an election 
under that subsection, that part shall be deducted from the 
income of the 9th income year following the income year in 
which the expenditure was incurred. 
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(6) Where any taxpayer who has made an election or 
elections under subsection (4) ceases to carry on that business 
before the expiry of the 9th income year following the income 
year in which the relevant expenditure was incurred, the total 
amount of that expenditure allowable as a deduction under 
subsection (1), or so much of that total amount as has not 
previously been allowed as a deduction, shall, as the taxpayer 
(or, where the taxpayer is deceased, the taxpayer's personal 
representative) elects, either-

(a) Be allowed as a deduction in calculating the assessable 
income derived by the taxpayer from that business in 
the income year in which the taxpayer ceased to 
carry on that business; or 

(b) Be allocated equally to the income year in which that total 
amount was mcurred and the succeeding income 
years in which the taxpayer has continued to carry on 
that business, and any amount or additional amount 
so allocated to any such income year shall be allowed 
as a deduction, or a further deduction, in calculating 
the assessable income derived by the taxpayer from 
that business in that last-mentioned income year. 

ef. 1976, No. 65, s. 127 

DZ 4. Deduction of certain expenditure incurred by 
persons engaged in aquacu1ture-( 1) Any taxpayer engaged 
ID the business of aquaculture in New Zealand shall, in 
calculating the assessabfe income derived by the taxpayer from 
that business, be entitled to a deduction in relatIon to any 
expenditure incurred by the taxpayer in that business in the 
1990-91 or any earlier income year, and not deductible 
otherwise than under this section or under section DO 5,-

(a) In relation to rock oyster farming, in-
. (i) The acquisition and preparation of spatting 

stIcks; or 
(ii) The construction and erection of posts, rails, or 

other structures for the holding of spatting sticks 
during spat catching and maturing; or 

(iii) The construction of fences (including 
breakwater fences); and 

(b) In relation to mussel farming, in-
(i) The acquisition, preparation, and mooring of 

pontoons, rafts, or other floating structures for 
collecting spat; or 
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(ii) The acquisition, mooring, and outfitting of 
moored floating platforms or Ionglines from which 
the collected spat is suspended for subsequent 
growth; or 

(iii) The collecting and depositing of shell or other 
suitable material on the seabed to create spatting 
surfaces; and 

(c) In relation to scallop farming, in-
(i) The acquisition, preparation, and mooring of 

floating structures for collecting spat; or 
(ii) The acquisition, mooring. and outfitting of 

longlines from which the collected spat is suspended 
for subsequent growth; and 

(d) In relation to sea·cage salmon farming, in-
(i) The acquisition, preparation, and mooring of 

pont~ns, rafts, o~ other floating structw:es for 
secunng or protectmg cages or other contamment 
vessels; or 

(ii) The acquisition, preparation, and placing of 
equipment or structures, including tanks, cages, nets, 
or other vessels, for the containment of live salmon; 
or 

(iii) The acquisition and placing of ropes and buoys 
used in the breeding or maturing of salmon; and 

(e) In relation to operating a fish farm under a licence issued 
~der the Freshwater Fish Farming Regulations 1983, 
m-

(i) Ground testing; or 
(ii) The drilling of water bores; or 
(iii) The draining of land or the excavating of sites 

for ponds, tanks, or races; or 
(iv) The construction of races, sluices, ~nds, 

settling ponds, or tanks or impervious materials to 
conduct or contain water; or 

(v) The supply and installation of pipes for water 
reticulation; or 

(vi) The construction of walls, embankments, 
walkways, service paths, or access paths; or 

(vii) The supply and installation of baffles or screens 
for the containing or excluding of fish; or 

(viii) The construction of fencing on the fish farm; 
or 

(ix) The construction of effluent ponds. 
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(2) The amount of any deduction allowed under subsection 
(1) in relation to expenditure of the kinds referred to in that 
subsection shall be-

(a) In relation to such expenditure incurred in the 1987-88 
income year, an amount equal to 90% of the amount 
of that expenditure: 

(b) In relation to such expenditure incurred in the 1988-89 
income year, an amount equal to 75% of the amount 
of that expenditure: 

(c) In relation to such expenditure incurred in the 1989-90 
income year, an amount equal to 55% of the amount 
of that expenditure: 

(d) In relation to such expenditure incurred in the 1990-91 
income year, an amount equal to 30% of the amount 
of that expenditure. 

(3) Notwithstanding anything in subsection (2), where any 
taxpayer engaged in the business of aquaculture in New 
Zealand has, on or before 12 December 1985, entered into a 
binding contract to incur expenditure of any of the kinds 
referred to in subsection (1), the amount of the deduction 
allowed under that subsection in relation to the assessable 
income derived by the taxpayer in the 1987-88 income year 
shall be-

(a) An amount equal to 100% of the amount of such 
expenditure incurred in that income year under that 
binding contract; and 

(b) An amount equal to 90% of the amount of such 
expenditure incurred in that income year otherwise 
than under that binding contract. 

(4) Instead of claiming a deduction for the income year in 
which the expenditure is incurred of the total amount of the 
expenditure allowable as a deduction under subsection (1), any 
taxpayer to whom this subsection applies shall, if the taxpayer 
so elects by notice in accordance with subsection (5) (which 
election shall, subject to subsection (6), be irrevocable), be 
entitled to allocate, in such manner as the taxpayer specifies in 
the notice, the whole or any part of that total amount to any 
one or more of the 9 income years (being a year or years in 
which the taxpayer continues to carry on that business) next 
succeeding the income year in which the expenditure is 
incurred and to deduct the amount so allocated to any such 
income year in calculating the assessable income derived by the 
taxpayer from that business in that income year; and any 
amount so allocated shall not be allowed as a deduction in 
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calculating the assessable income derived by the taxpayer from 
that business in the income year in which the expenditure is 
incurred. 

(5) Every notice under subsection (4) by which the whole or 
any part of the total amount of expenditure allowable as a 
deduction is allocated to anyone of the 9 income years next 
succeeding the income year in which the expenditure was 
incurred shall be in writing, and shall be given to the 
Commissioner within the time within which the taxpayer is 
required to furnish a return of the taxpayer's income for the 
income year to which the expenditure is so allocated, or within 
such further time as the Commissioner may allow in any case 
or class of cases: 

Provided that where any part of the total amount of the 
expenditure allowable as a deduction is not claimed as a 
deduction for the income year in which the expenditure is 
incurred and is not allocated to anyone or more of the 8 
immediately succeeding income years by an election under that 
subsection, that part shall be deducted from the income of the 
9th income year following the income year in which the 
expenditure was incurred. 

(6) Where any taxpayer who has made an election or 
elections under subsection (4) ceases to carry on that business 
before the expiry of the 9th income year following the income 
year in which the relevant expenditure was incurred, the total 
amount of that expenditure allowable as a deduction, or so 
much of that total amount as has not previously been allowed 
as a deduction, shall, as the taxpayer (or, where the taxpayer is 
deceased, the taxpayer's personal representative) elects, 
either,-

(a) Be allowed as a deduction in calculating the assessable 
income derived by the taxpayer from that business in 
the income year in which the taxpayer ceased to 
carry on that business; or 

(b) Be allocated equally to the income year in which that total 
amount was incurred and the succeeding income 
years in which the taxpayer has continued to carry on 
that business, and any amount or additional amount 
so allocated to any such income year shall be allowed 
as a deduction, or a further deduction, in calculating 
the assessable income derived by the taxpayer from 
that business in that last-mentioned income year. 

C£ 1976, No. 65, s. 128 
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DZ 5. Transactions between 2 petroleum mInIng 
companies-For the purposes of this Act, where under a 
contract between a petroleum mining company (referred to in 
this subsection as the "payer company") and another 
petroleum mining company (referred to in this subsection as 
the "payee company") the payer company pays any money to 
the payee company before 1 October 1990 for use for the 
purposes of any exploration expenditure, or development 
expenditure, or any expenditure in the carrying on of 
operations, including any treatment, refining, transportation, or 
storage of petroleum, m the course of exploiting a field of 
petroleum, incurred by the payee company (apart from this 
subsection), and the right to reimbursement of the payer 
co~~any m respect or as a result of that payment is solely or 
prffiClpally-

(a) Related to and dependent upon the petroleum produced 
in the field of petroleum in relation to which that 
exploration expenditure, or that development 
expenditure, or tbat expenditure in the carrying on of 
those operations was incurred; or 

(b) By way of participation in profits from the production of 
that petroleum or the carrying on of those 
operations,-

that exploration expenditure or that development expenditure 
or that expenditure in the carrying on of those operations shall 
be deemed to have been incurred by the payer company and 
not by the payee company. 

C£ 1976, No. 65, S. 214A (4) 

DZ 6. Companies engaged in exploring for, searching 
for, or mining petroleum-(I) Notwithstanding anything in 
this Act, this section shall apply to petroleum mining 
companies with respect to-

(a) Expenditure incurred or deemed to be incurred, and 
income derived or deemed to be derived, on or 
before 30 September 1990; and 

(b) Sales and deemed sales of licence interests and associated 
assets made on or before 30 September 1990. 

(2) This section shall apply to any company in respect of 
which the Commissioner IS satisfied that-

(a) Its sole source of mining income in New Zealand is from 
the business of mining petroleum in New Zealand; or 

(b) It carries on, or proposes to carry on, as its sole mining 
undertaking in New Zealand, the activities of 
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exploring or searching for or mining petroleum, or 
peiforming development work relating to such 
exploring or searching or mining, not being activities 
so carried on, or so proposed to be carried on, by that 
company as a service to any other person for reward, 
unless the Commissioner is satisfied that that reward 
is solely or principally-

(i) Related to and dependent upon the production 
of that petroleum; or 

(ii) By way of participation in profits from the 
prOduction of that petroleum. 

(3) Subject to this section, every petroleum mining company 
shall be assessable and liable for income tax as if it were not a 
petroleum mining company. 

(4) Where in the 1990-91 or any earlier income year, a 
petroleum mining company has incurred any development 
expenditure (whether or not as consideration Eaid or payable 
for the acquisition of any asset) in respect of its petroleum 
mining operations or its associated petroleum mining 
operations carried on in association with those petroleum 
mining operations, the Commissioner shall, subject to 
subsection (7), allow, in calculating the assessable income 
derived by that company, a deduction of an amount equal to 
the amount of that development expenditure as follows: 

(a) Where the mining property on or in relation to which 
those petroleum mining operations are carried on is a 
remote petroleum mining property-

(i) 20% of that amount in the income year in which 
that development expenditure was incurred: 

(ii) 20% in each of the 4 income years immediately 
succeeding that income year: 

(b) Where the mining property on or in relation to which 
those petroleum mining operations are carried on is 
other than a remote petroleum mining property-

(i) 20% of that amount in the income year in which, 
in the opinion of the Commissioner, the first 
commercial production in relation to that mining 
property was capable of being commenced (whether 
or not it was commenced) or in the income year in 
which that development expenditure was incurred, 
whichever is the later: 

(ii) 20% in each of the 4 income years immediately 
succeeding that income year: 
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Provided that, instead of claiming the whole or any part of 
the amount of the deduction specified in subparagraph (i) or 
subparagraph (ii) of paragraph (a), or in subraragraph (i) or 
subparagraph (ii) of paragraph (b), for the mcome year in 
respect of that development expenditure, the petroleum 
mining company shall, if it so elects by notice in accordance 
with subsection (12)(b), be entitled to allocate, in such manner 
as it specifies in the notice, the whole or any part of that 
amount to anyone or more income years (being in each case an 
income year subsequent to the income year in which the 
deduction is otherwise allowable under the preceding 
provisions of this subsection) and to deduct the amount so 
aIlocated to any such income year in calculating the assessable 
income derived by it in that subsequent year or those 
subsequent years: 

Provided also that where the petroleum mining company 
ceases in any income year (in this proviso referred to as the 
"year of cessation") to be a petroleum mining company before 
an amount equal to the total amount of that development 
expenditure has been allowed as a deduction in calculating the 
assessable income derived by the company, the company may, 
if it so elects by notice in accordance WIth subsectIon (12)(c), 
allocate so much of that total amount as has not previously 
been allowed as a deduction between the year of cessation and 
any number (not exceeding 4) of the immediately preceding 
years, (not being income years preceding the income year in 
which that development expenditure was incurred), and any 
amount so allocated shall be allowed as a further deduction in 
calculating the assessable income derived by the company in 
the year to which it is so allocated: 

Provided further that where any such development 
expenditure is expenditure incurred on restoration of the kind 
referred to in paragraph (a)(ii) of the definition of "development 
expenditure", the Commissioner shall allow a deduction of that 
expenditure in calculating the assessable income derived by 
that company in the income year in which that expenditure is 
incurred and not in any other income year. 

(5) Subject to this subsection, where a petroleum mining 
company will incur, or is likely to incur, development 
expenditure, primarily and principally for the purposes of the 
production and supply of petroleum under an agreement 
entered into by that company before 1 Arril 1979, and that 
development expenditure (referred to in this subsection as the 
"specified development expenditure") will be in respect of-
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(a) Any development work (referred to in this subsection as 
the "specified development work") comprised in that 
company's off·shore petroleum mining operations 
carried on by it in an area which is continuous, or 
geologically contiguous, with the area in relation to 
which that company performed or performs the 
development work in respect of which it incurred 
development expenditure to which section 214B (8) of 
the Income Tax Act 1976 applied; or 

(b) Its associated petroleum mining operations carried on in 
association with such of those off·shore petroleum 
mining operations as consist of the mining of that 
petroleum-

the following provisions shall apply to any election or 
appropriation made to any development commitment accounts 
and special development reserve accounts established, or to any 
deductions claimed in or for any income year or period ending 
on or before 31 March 1991: 

(c) Where the petroleum mining company, or any other 
company where that petroleum mining company and 
that other company are associated persons, by notice 
in accordance with subsection (12) elects that this 
subsection shall apply to it,-

(i) That company (referred to in this subsection as 
the "elector company") which makes that election 
shall, in the income year in which it makes that 
election (that income year being referred to in this 
subsection as the "year of election") or in any of the 4 
income years immediately succeeding the year of 
election, enter in a development commitment 
account kept by it for the purposes of this subsection, 
an amount equal to such amount as is from time to 
time agreed, between the Commissioner and the 
elector company, to be an amount which the elector 
company will contribute, or is likely to contribute, for 
use by the petroleum mining company for the 
purposes of that specified development expenditure: 

(ii) The elector company shall be entitled to claim 
in respect of any income year (being the year of 
election or any of the 4 income years immediately 
succeeding the year of election) that an amount be 
deducted, before the deduction of any loss to which 
section lE 1 or section IF 1 applies, from the 
assessable income derived by the elector company in 
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that income year, equal to the amount appropriated, 
in respect of that income year, by the elector 
company, within the time within which it is required 
to furnish a return of its income for that income year 
(or within such further time as the Commissioner, in 
the Commissioner's discretion, may allow), to a 
special development reserve account of the elector 
company for the purposes of that specified 
development expenditure: 

(d) The amount or the amounts entered in the development 
commitment account kept by the elector company 
shall, following that entry or those entries, be reauced 
by an amount equal to every amount credited to the 
special development reserve account of the elector 
company: 

(e) The amount of any deduction claimed under paragraph 
(c)(ii) by the elector company in respect of any income 
year shall not exceed the amount of the assessable 
income derived by it in that income year or an 
amount equal to the amount remaining, in the 
development commitment account kept by the 
elector company, immediately before the claiming of 
that deductIon, whichever is the less: 

(~The elector company shall deliver to the Commissioner, 
with its return of income for every income year in 
respect of which a deduction is claimed by the elector 
company under paragraph (c)(ii), a copy of the 
development commitment account kept by it: 

(g) Where a deduction (not being a deduction which has 
subsequently been disallowed pursuant to paragraph 
0) or paragraph (k)) has been allowed under 
paragraph (c)(ii) from the assessable income derived 
m any income year by the elector company and the 
petroleum mining company ceases to be a petroleum 
mining company before it has used, for the purposes 
of the specified development expenditure, an amount 
equal to the amount so allowed as a deduction, or, as 
the case may be, the aggregate of all such amounts so 
allowed as a deduction from the assessable income 
derived in every income year by every elector 
company, the Commissioner may, to the extent of an 
amount which is, or amounts which in the aggregate 
are, equal to the amount so not used, disallow in such 
proportions as the Commissioner considers fair and 
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equitable, the who.le o.r any part o.f any such 
deductio.n and, no.twithstanding the time bar, at any 
time alter any assessment acco.rdingly: 

(h) Where a deductio.n (no.t being a deductio.n which has 
subsequently been disallo.wed under paragraph 0) o.r 
paragraph (k)) has been allo.wed under paragraph 
(c)(ii) fro.m the assessable inco.me derived in any 
inco.me year by the electo.r co.mpany and the amo.unt 
so. allo.wed as a deductio.n o.r, as the case may be, the 
aggregate o.f all such amo.unts so. allo.wed as a 
deductio.n from the assessable inco.me derived in 
every inco.me year by every electo.r co.mpany exceeds 
the amo.unt o.f the specified develo.pment 
expenditure, incurred by the petroleum mining 
co.mpany, fo.r the purpo.ses o.f whicb an amo.unt equal 
to. that amo.unt, o.r the aggregate o.f tho.se amo.unts, so. 
allo.wed as a deductio.n was to. be used, the 
Co.mmissio.ner may, to. the extent o.f an amo.unt 
which is, o.r amo.unts which in the aggregate are, 
equal to. the amo.unt o.f that excess, disaIlo.W in such 
proPo.rtio.ns as the Co.mmissio.ner co.nsiders fair and 
eqwtable, the who.le o.r any part o.f any such 
deductio.n and, no.twithstanding the time bar, at any 
time alter any assessment acco.rdingly: 

(i) Where a deductio.n has been allo.wed under paragraph 
(c)(ii) o.f any amo.unt in respect o.f the amo.unt 
appro.priated by the electo.r co.mpany, no. o.ther 
deductio.n shall be allo.wed under any o.ther pro.visio.n 
o.f this Act fro.m, o.r in calculating, the assessable 
inco.me derived by the electo.r co.mpany o.r any o.ther 
co.mpany-

(i) Of o.r in respect o.f that amo.unt so. allo.wed as a 
deductio.n under that paragraph; o.r 

(ii) Of o.r in respect o.f the specified develo.pment 
expenditure in re1atio.n to. which that amo.unt has 
been so. allo.wed as a deductio.n, except to. the extent 
(if any) that that specified develo.pment expenditure 
incurred by the petroleum mining co.mpany exceeds 
the amo.unt o.r, as the case may be, the aggregate o.f 
all such amo.unts allo.wed as a deductio.n; o.r 

(ill) Except as expressly pro.vided in this sectio.n, by 
way o.f depreciatio.n in respect o.f any asset that the 
petro.leum mining co.mpany acquires o.r beco.mes 
Po.ssessed o.f as a result o.f the specified develo.pment 
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expenditure in relation to which that amount has 
been so allowed as a deduction: 

(j) Where a deduction has been allowed, under paragraph 
(cXii), from the assessable income derived in any 
income year by the elec.tor company, and the 
petroleum mining company has not, on or before the 
last day of the period of the 4 income years 
immediately succeeding the year of election (that last 
day being referred to in this subsection as the 
"development day"), commenced to incur, in the 
performing of the specified development work with 
expedition and in accordance with good oil· and gas· 
field practice, the specified development 
expenditure,-

(i) No deduction shall be allowed under this 
subsection from the assessable income derived by the 
elector company in any income year ending after the 
development day: 

(ii) The Commissioner shall disallow any deduction 
which has been allowed under that paragraph from 
the assessable income, derived oy the elector 
company, in the year of election, and for this purpose 
the Commissioner may, notwithstanding the time 
bar, at any time make a revised assessment in respect 
of the year of election: 

(iii) The balance remaining, immediately before 
such disallowance by the Commissioner, in the special 
development reserve account of the elector company 
shall De reduced by the elector company by an 
amount equal to the amount so disallowed: 

(k) Where, in any case, paragraph (j) has applied, and the 
petroleum mining company has not, on or before the 
last day of the period of, as the case may be, the 5 
income years, or the 6 income years, or the 7 income 
years, or the 8 income years, or the 9 income years 
immediately succeeding the year of election, 
commenced to incur, in the performing of the 
specified development work with expedition and in 
accordance with. good oil- and gas-fie1d practice, the 
s,eecified development expenditure, subparagraphs 
(iI) and (iii) of that paragraph shall apply as if the 
reference in that subparagraph (ii) to the year of 
election were a reference to the income year which 
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ended on the day which immediately preceded, by 48 
months, that last day of that period: 

(1) Where, on or before the development day, the petroleum 
mining company has commenced to incur, in the 
performing of the specified development work with 
expedition and in accordance with good oil· and gas· 
field practice, the specified development 
expenditure-

(i) The elector company shall, from time to time 
after the development day, enter in the development 
commitment account kept by it for the purposes of 
this subsection, an amount not exceeding such 
amount as is from time to time agreed between the 
Commissioner and the elector company to be the 
amount by which the amount of the specified 
development expenditure will increase, or is likely to 
increase, as a result of circumstances arising after the 
development day, and to be the amount which the 
elector company will contribute, or is likely to 
contribute, for use by the petroleum mining company 
for the purposes of that increase in the amount of the 
specified development expenditure; and paragraphs 
(c)(ii), (d), (e), (f), (g), (h), and (i) shall, so far as they are 
applicable and with any necessary modifications, 
apply in respect of any amount so entered as if that 
amount were an amount entered under paragraph 
(c)(i) and as if the income year first ending after the 
development day were the year of election: 

(ii) No deduction shall be allowed under this 
subsection from the assessable income derived by the 
elector company in any income year commencing 
after the last day of the 5th income year immediately 
succeeding the income year which ended on the 
development day: 

(ill) Where the petroleum mining company has not, 
on or before the last day of the 5th income year 
immediately succeeding the income year which 
ended on the development day, ceased to incur the 
specified development expenditure, the petroleum 
mining company shall, for the purposes of this 
subsection, be deemed not to have incurred any 
specified development expenditure after that last 
day: 
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(iv) Notwithstanding subparagraph (ill), where the 
Commissioner is satisfied that the petroleum mining 
company has continued, after the last day of the 5th 
income year referred to in that subparagraph, to 
incur the specified development expenditure, and 
that that continuation results from special 
circumstances relating to the performance and the 
completion of the specified development work and 
the incurring of the specified development 
expenditure, the Commissioner may determine that 
subparagraph (ill) shall a{>ply as if the reference in it 
to tbe 5th income year unmediately succeeding the 
income year which ended on the development day 
were a reference to the 6th income year immediately 
succeeding the income year which ended on the 
development day. 

(6) For the purposes of this Act, where a petroleum mining 
company incurs any exploration expenditure or development 
expenditure in respect of which a deduction has been or is to 
be allowed under this section, no other deduction shall be 
allowed under any other provision of this Act-

(a) In respect of that expenditure; or 
(b) Except as expressly provided in this section, to that 

company by way of depreciation in respect of any 
asset acquired by it, or of which it has become 
possessed, as a result of that expenditure. 

(7) For the purposes of subsection (4), the following provisions 
sh3.U apply in relation to the acquisition or the sale or other 
disposal by a petroleum mining company on or before 30 
September 1990 of an asset it has acquired or become 
possessed of as a result of any exploration expenditure or 
development expenditure: 

(a) Where that petroleum mining company and the person 
from wliom it acquired that asset, or the person to 
whom it sold or otherwise disposed of that asset, are 
associated persons, the value of the consideration 
paid or payable or of the consideration received or 
receivable by that petroleum mining company for 
that asset shall be deemed to be an amount equal to 
such amount as the Commissioner determines, in 
such manner as the Commissioner thinks fit, was the 
value of that asset at the date on which that 
petroleum mining company acquired or, as the case 
may be, sold or otherwise disposed of that asset: 
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(b) Where-
(i) The whole or a part of the consideration paid or 

payable or of the consideration received or receivable 
by that petroleum mining company for that asset is 
other than in cash; and 

(ii) That petroleum mining company and the 
person from whom it acquired that asset, or the 
person to whom it sold or otherwise disposed of that 
asset, are not associated persons,-
the value of that consideration, or of that part of that 
consideration, shall be deemed to be such value as is 
agreed between that petroleum mining company and 
that person for the purposes of the acquisition or of 
the sale or other disposal by that petroleum mining 
company of that asset: 

Provided that, failing such agreement or where the 
Commissioner is of the opinion that the value so 
agreed is unreasonable, the value of that 
consideration or, as the case may be, of that part of 
that consideration shall be deemed to be such 
amount as the Commissioner determines in such 
manner as the Commissioner thinks fit: 

(c) Notwithstanding paragraphs (a) and (b) but subject to 
paragraph (d), if that petroleum mining company and 
the person from whom it acquired that asset or the 
person to whom it sold or oth.erwise disposed of that 
asset give notice to the Commissioner, in accordance 
with subsection (12)(f) that they have agreed that this 
paragraph shall appfy in respect of that asset, the 
value of the consideration paId or payable, or of the 
consideration received or receivable, by that 
petroleum mining company for that asset shall be 
deemed to be such amount as they specify in that 
notice, being an amount-

(i) Not exceeding such amount as the 
Commissioner determines, in such manner as the 
Commissioner thinks fit, was the value of that asset at 
the date on which that petroleum mining company 
acquired or, as the case may be, sold or otherwise 
disposed of that asset; and 

(ii) Not less than the amount of so much of the 
consideration as is in cash: 

(d) Paragraph (c) shall not apply unless-
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(i) In the case of an asset acquired by aletroleum 
mining company, that asset was so acquire for use in 
petroleum exploration operations, petroleum mining 
operations, or associated petroleum mining 
operations carried on by that petroleum mining 
company: 

(ii) In the case of an asset sold or otherwise 
disposed of by a petroleum mining company, the 
person acquiring that asset from that petroleum 
mining company acquired it for use in petroleum 
exploration operations, petroleum minin~ operations, 
associated petroleum minin~ operations, or a 
petroleum mining venture carned on by that person. 

(8) Where-
(a) Any asset (not being an asset to which section 214B (14) of 

the Income Tax Act 1976 has applied, except where 
subsection (15) of that section suhsequendy applied to 
that asset) of a petroleum mining company that the 
company acquired or became possessed of as a result 
of any exploration expenditure or development 
expenditure is lost, destroyed, or damaged (that asset 
bemg referred to in this subsection and subsection (9) 
of this section as the "damaged asset", and that loss, 
destruction, or damage being referred to in this 
subsection and subsection (9) as the "loss") in the 
1990-91 or any earlier income year and, in respect of 
that expenditure,-

(i) A deduction has been allowed under section 
DN 1 or section DN 4 or section DN 5 of this Act, or 
section 216 or section 220 or section 221 of the 
Income Tax Act 1976, or section 153F or section 153J 
or section 153K of the Land and Income Tax Act 
1954, or section 27 of the Land and Income Tax 
Amendment Act 1971, or section 31 of the Land and 
Income Tax Amendment Act (No. 2) 1972 in 
calculating the assessable income from mining 
derived by that company in the 1978-79 or any 
earlier income year; or 

(ii) A deduction has been or is to be allowed under 
this section in calculating the assessable income 
?erived by that company in the 1979-80 or any later 
mcome year,-
and in respect of that loss, a payment by way of 
insurance, indemnity, compensation, or other 



2104 
IJ.DZ6 

Income Tax 1994, No. 164 

damages (that payment being referred to in this 
subsection and subsection (9) as the "insurance 
payment") is made to that company, that asset shall 
be deemed to have been sold by that company, in the 
income year in which that insurance payment is so 
made, for a consideration equal to the aggregate 
of,-

(ill) The amount of that insurance payment made 
to that company; and 

(iv) The amount (if any) payable to that company 
on the sale or other disposal of any scrap of that 
damaged asset: 

(b) A petroleum mining company to which paragraph (a) 
applies ceases to be a petroleum mining company 
before, as the case maybe,-

(i) The amount of the insurance payment is paid to 
it; or 

(ii) The scrap of the damaged asset is sold or 
otherwise disposed of; or 

(ill) The amount payable to that petroleum mining 
company on that sale or other disposal is received by 
it,-
that petroleum mining company shall be treated, for 
the purposes of this subsection, as if it had not so 
ceased. 

(9) Notwithstanding subsection (8), where the petroleum 
mining company on or before 30 September 1990 gives notice 
in accordance with subsection (12)(g) that the amount of any 
insurance payment made to it in respect of the loss of the 
damaged asset is to be used for the purpose of the 
replacement, restoration, or repair of that asset (that 
replacement, restoration, or repair being referred to in this 
subsection as the "restoration") and operations for the purpose 
of that restoration are commenced not later than the end of the 
second income year immediately succeeding the income year 
in which that loss occurred, the following provisions shall apply: 

(a) That damaged asset shall not be deemed to have been 
sold: 

(b) The amount (if any) payable to that company on the sale 
or other disposal of any scrap of that damaged asset 
shall for the purposes of this subsection be deemed to 
be an insurance payment made to that company in 
the income year in which that sale or other disposal 
occurs: 
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(c) Where that damaged asset, being an asset which has been 
lost or destroyed, was an asset that that company 
acquired or became possessed of as a result of any 
development expenditure, any deduction otherwise 
allowable under subsection (4), in respect of the 
amount of that expenditure, in the income year in 
which the loss occurred in relation to that asset or in 
any succeeding income year shall be allowed in the 
income year in which that loss occurred, and not in 
that succeeding income year: 

(d) For the purposes of this Act, where any expenditure has 
been incurred by that company in the restoration of 
that damaged asset, no deduction shall be allowed 
under this Act-

(i) Except as provided in paragraph (e), in respect of 
that expenditure; or 

(ii) Except as expressly provided in this section, by 
way of depreciation of the asset acquired by that 
company, or of which it has become possessed, as a 
result of that expenditure: 

(e) In any case where the amount of the expenditure 
incurred by that company in the restoration of that 
damaged asset exceeds the amount of that insurance 
payment made to it in respect of the loss which has 
occurred in relation to that damaged asset, the 
amount of that excess shall be allowed as a deduction 
in calculating the assessable income derived by that 
company in the income year in which that excess 
arises and not in any other income year: 

(f) Where the insurance parment made to that company in 
respect of the loss of that damaged asset exceeds the 
aggregate of the amounts of the expenditure incurred 
by that company in the restoration of that damaged 
asset, an amount equal to the amount of that excess 
shall, whether or not that company has ceased to be a 
petroleum mining company before the amount of 
that excess has been determined, be deemed to be 
assessable income from, as the case may be, 
petroleum exploration operations, petroleum mining 
operations, or assocIated petroleum mining 
operations derived by that company in the income 
year in which that restoration was completed; and for 
the purposes of this paragraph, where the operations 
for tne purpose of that restoration have ceased before 

C-14 
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the completion of that restoration, that restoration 
shall be deemed to have been completed on the day 
on which those operations so ceased: 

(g) For the purposes of this subsection and subsection (5)(i)(iii), 
any asset or part of an asset which that company 
acquires or becomes possessed of as a result of any 
expenditure incurred by it in the restoration of that 
damaged asset shall be deemed to be the same asset, 
or a part of the same asset, as became the damaged 
asset: 

(h) Where the restoration of that damaged asset is not 
completed before the expiry of such time as the 
Commissioner considers reasonable, paragraph (f) 
shall, so far as it is applicable, apply in respect of that 
damaged asset, the insurance payment made in 
respect of the loss of that asset, and the expenditure 
incurred in the restoration of it, as if that restoration 
were completed on the day on which that time 
expired and as if no expenditure in the restoration of 
that damaged asset were incurred by that company 
after that day: 

(i) In any case where paragraph (h) applies in respect of that 
damaged asset, any expendIture incurred by that 
petroleum mining company, after the day referred to 
ill that paragraph, in the restoration of that damaged 
asset shall, for the purposes of this section, be 
deemed to be expenditure of the same kind as the 
expenditure as a result of which that company 
acquired or became possessed of that damaged asset, 
and the amount of tnat expenditure so incurred after 
that day shall, for the purposes of paragraph (e), be 
deemed to be the amount of an excess of the kind 
referred to in paragraph (e), arising in the income 
year in which that expenditure is so incurred: 

(j) Where, after the commencement of operations for the 
purpose of the restoration of that damaged asset and 
before that restoration is completed,-

G-11* 

(i) That damaged asset is transferred from the 
petroleum exploration operations, petroleum mining 
operations, or asSOCiated petroleum mining 
operations of that company and is used by that 
company wholly or principally for the purpose of 
gainmg or producing assessable income other than 
assessable income from petroleum mining; or 
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(ii) That damaged asset (not being the scrap of that 
asset) is sold or otherwise disposed of by that 
company; or 

(ill) That company ceases to be a petroleum mining 
company,-
paragraph (f) shall, so far as it is applicable, apply in 
respect of that damaged asset, the insurance payment 
made in respect of the loss of that asset, and the 
expenditure incurred in the restoration of it, as if that 
restoration were completed on the day on which that 
transfer, or that sale, or that other disposal, or that 
cessation, occurred and as if no expenditure in the 
restoration of that damaged asset were incurred after 
that day. 

(10) Where, for any reason, including the existence or the 
formation or the dissolution of a partnership or a variation in 
the constitution of a partnership or in the interests of the 
partners,-

(a) A petroleum mining company has acquired, or has 
become possessed of, a share or interest in an asset as 
a result of exploration expenditure or development 
expenditure incurred by tnat company; or 

(b) A petroleum mining company has sold or otherwise 
disposed of the whole or part of such a share or 
interest; or 

(c) An asset in which a petroleum mining company has such 
a share or interest is used for the purpose of gaining 
or producing assessable income otner than assessable 
income from petroleum mining,-

this section shall, with any necessary modifications, apply as if 
every reference in it to an asset included a reference to such a 
share or interest. 

(11) For the purposes of this subsection and of 
subsection (10), a partner shall be deemed to have a share or 
interest in every single asset of the partnership in accordance 
with the partner's interest in the aggregate of the assets of the 
partnership. 

(12) Every notice-
(a) Made under the proviso to section 214B (5) of the Income 

Tax Act 1976 by which a proportion of the loss 
arising from the deduction of the exploration 
expenditure incurred in any income year by a 
petroleum mining company was to be deducted in 
calculating the assessable income of the taxpayer, 
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being a company that is a shareholder of that 
petroleum mining company, shall be irrevocable: 

(b) Under the first proviso to subsection (4) by which the 
whole or any part of the deduction allowable in 
respect of the development expenditure of any 
taxpayer, being a petroleum mining company, is 
allocated to any income year subsequent to the 
income year in which the deduction is otherwise 
allowable shall, subject to the second proviso to that 
subsection, be irrevocable and shall be in writing and 
shall be given to the Commissioner within the time 
within which the taxpayer is required to furnish a 
return of its income for the year to which that 
expenditure is so allocated: 

(c) Under the second proviso to subsection (4) by which the 
whole or any part of the deduction allowable in 
respect of the development expenditure of any 
taxpayer, being a company ceasing to be a petroleum 
mining company, is reallocated to other income 
years, shall be irrevocable and shall be in writing and 
shall be given to the Commissioner within the time 
within which the taxpayer is required to furnish a 
return of its income for the year of cessation (within 
the meaning of that proviso): 

(d) Under section IH 2 by which a proportion of the loss 
arising from the deduction of an amount in respect of 
development expenditure incurred by a petroleum 
mining company is to be deducted in calculating the 
assessable income of the taxpayer, being a company 
that is a shareholder of that petroleum mining 
company, shall be irrevocable and shall be in writing 
and shall be given to the Commissioner within the 
time within which the taxpayer is required to furnish 
a return of its income for the income year in which 
that loss arises: 

(e) Under paragraph (c) of subsection (5) by which any 
company elects that that subsection shall apply to it 
shall- be irrevocable and shall be given to the 
Commissioner in writing: 

(f) Under subsection (7) (c) by which the value of the 
consideration paid or payable or received or 
receivable in respect of any asset is specified shall be 
irrevocable and shall be in writing and shall be given 
to the Commissioner within the time within which the 
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petroleum mining company is required to furnish a 
return of its income for the income year in which it 
acquired or, as the case may be, sold or otherwise 
disposed of that asset: 

(g) Under subsection (9) by which the Commissioner is 
informed by any taxpayer, being a petroleum mining 
company, that an insurance payment (within the 
meaning of that subsection) made to it is to be used 
for the purposes of the restoration (within the 
meaning of that subsection) of a damaged asset 
(within the meaning of that subsection), shall be in 
writing and shall be given to the Commissioner within 
the time within which the taxpayer is required to 
furnish a return of its income for the income year in 
which there occurred the loss (within the meaning of 
that subsection) in respect of which that insurance 
payment is so made: 

Provided that the Commissioner may allow further time 
within which any notice specified in this subsection may be 
given, in any particular case or class of cases. 

(13) Where-
(a) A petroleum mining company is a company to which 

section 153 of the Land and Income Tax Act 1954 
applied, or is a company to which section 153F or 
section 153J or section 153K of the Land and Income 
Tax Act 1954 applied, or is a company to which 
section 216 or section 220 or section 221 of the 
Income Tax Act 1976 applied, or is a company to 
which section DN 1 or section DN 4 or section DN 5 
of this Act applies; and 

(b) That company on or before 30 September 1990 has 
acquired, or has become possessed of, any asset as a 
result of exploration expenditure or development 
expenditure of the kind referred to in section 27 (3)(a) 
of the Land and Income Tax Amendment Act 1971, 
or section 31 (2)(a) or 31 (2)(b) of the Land and 
Income Tax Amendment Act (No. 2) 1972, or section 
153E of the Land and Income Tax Act 1954, or 
section 215 of the Income Tax Act 1976, incurred by 
it in any income year,-

subsection (7) of this section shall, with any necessary 
modifications, apply as if every reference to-
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(c) An asset that that company acquired or became possessed 
of as a result of exploration expenditure or 
development expenditure incurred by it; or 

(d) An asset which is sold or otherwise disposed of by that 
company; or 

(e) An asset which a person acquires from that company,
included a reference to an asset of the kind referred to in 
paragraph (b) .of this subsection, being an asset which, in any 
mcome year, IS-

(f) Removed by reason of the terminating of the petroleum 
mining operations or associated petroleum mining 
operations, of that company, in which that asset was 
used; or 

(g) Sold or otherwise disposed of by that company; or 
(h) Used by that company wholly or principally for the 

purpose of gaining or producing its assessable 
income, other than assessable income from 
petroleum mining, derived in that income year; or 

(i) Acquired by a person from that company. 
(14) In this section, "remote petroleum mining property" 

means a mining property which is an off· shore field of 
petroleum, in New Zealand, in any area comprised in a mining 
licence where the Commissioner is satisfied that either-

(a) The shortest distance between the first petroleum 
production installation (being an installation for the 
production of petroleum in commercial quantities) 
that is, or is to be, installed on the field and the low 
water mark along the coast of the land territories 
known as the North Island and the South Island of 
New Zealand and Stewart Island and the Chatham 
Islands is not less than 10 kilometres; or 

(b) The depth of the water at the site of that installation that 
is, or is to be, so installed is not less than 50 metres. 

Cf. 1976, No. 65, ss. 214A (I), 214B 

PARTE 
TIMING OF INCOME AND DEDUCTIONS 

SUBPART B-INCOME CREDITED OR RECEIVED IN ANTICIPATION 

EB 1. Income credited in account or otherwise dealt 
with-(I) For the purposes of this Act every person shall be 
deemed to have derived income although it has not been 
actually paid to or received by the person, or already become 
due or receivable, but has been credited in account, or 
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reinvested, or accumulated, or capitalised, or carried to any 
reserve, sinking, or insurance fund. or otherwise dealt with in 
the person's interest or on the person's behalf. 

(2) Notwithstanding anything in subsection (1). accumulated 
interest on a Post Office National Development Bond and 
accumulated interest on a New Zealand Savings Certificate 
(being interest in resp,ect of the period from the date of issue of 
the bond or the certificate, to the date of its maturity or earlier 
surrender) shall for the purposes of this Act be deemed to be 
derived in the income year m which the bond or the certificate 
matures or is surrendered. 

(3) Notwithstanding anything in subsection (1), where. in 
calculating the assessable income derived by a company in any 
income year, a deduction is allowed to the company in respect 
of expenditure incurred by way of monetary remuneration 
paid or payable to a person who m relation to the company is a 
shareholder-employee, the shareholder-employee shall for the 
purposes of this Act be deemed to have derived the monetary 
remuneration-

(a) As to an amount equal to-
(i) The amount of the deduction allowable to the 

company under this Act in respect of that income 
year and that expenditure; less 

(ii) Such amount (if any) of that expenditure as is 
treated as the unexpired portion of accrual 
expenditure by virtue of section EF 1 (5)(c),-
in the same income year as that in which the 
deduction was allowed to the company; and 

(b) As to the balance of the monetary remuneration, in such 
income year, or income years, as the expenditure of 
the company in respect of the monetary: 
remuneratIon ceases to be treated by virtue of 
section ~ 1 (5)(c) as the unexpired portion of accrual 
expenditure of the company. 

(4) For the purposes of subsection (3),-
(a) Where a company referred to in that subsection is a 

r.erson with a non-standard accounting year, the 
'same income year" means the income year to which 

the accounting year in which the deduction was 
allowed corresponds: 

(b) Where the shareholder-employee referred to in that 
subsection is a person with a non-standard accounting 
year, the "same income year" means the accounting 
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year of the shareholder.employee that corresponds to 
the income year-

(i) In which the deduction was allowed to the 
company; or 

(ii) To which the accounting year of the company in 
which the deduction was allowed corresponds (where 
the company is of the kind referred to in paragraph 
(a)). 

Cf. 1976, No. 65, s. 75 

EB 2. Apportionment of income received in 
anticipation-( 1) When income is derived by any person in 
any year by way of fines, premiums, or payment for goodwill 
on the grant of a lease, or in any other like manner by way of 
anticipation, the Commissioner may, at the request of that 
person during the next succeeding year, apportion that income 
between the income year and any number of subsequent years 
not exceeding 5, and the part so apportioned to each of those 
years shall be deemed to bave been derived in that year, and 
shall be assessable for income tax accordingly. 

(2) Any such apportionment may be at any time cancelled by 
the Commissioner, and where it is cancelled the income so 
apportioned or the part of the income on which income tax has 
not yet been paid shall become assessable for income tax as if 
derived during the year preceding that in which the 
apportionment was so cancelled. 

C£ 1976, No. 65, s. 80 

EB S. Capitalisation of mortgage interest-(I) Where at 
any time (but not earlier than 1 October 1936, being the date of 
the passing of the Mortgagors and Lessees Rehabilitation Act 
1936) any interest payable under any mortgage of real or 
personal property has been capitalised (whether under that Act 
or otherwise), the Commissioner may determine the year or 
years in which it became payable, and the interest attributed to 
any year by any such determination of the Commissioner shall 
be deemed for the purposes of section EB 1 to have been 
derived in that year. 

(2) Where it is proved to the satisfaction of the Commissioner 
that any interest that has been capitalised as mentioned in 
subsection (1) has become a bad debt and has in any income 
year (whether before or after the commencement of this Act) 
been actually written off as a bad debt by the person by whom 
it is deemed to have been derived, the amount so written off 
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shall, in calculating the assessable income of that person for 
that year, be deducted from that person's total income for that 
year: 

Provided that all amounts at any time received on account of 
any such bad debt shall be deemed to be assessable income 
derived in the year in which they are received. 

(3) For the purpose of givin~ effect to this section the 
Conunissioner may at any tune alter any assessment, 
notwithstanding the time bar. 

Cf. 1976, No. 65, s. 77 

SUBPART C-CONSEQ.UENCES OF CHANGE IN ACCOUNTING 

PRACTICE 

EC 1. Adjustment for incorrect accounting practice in 
previous years-(I) Where the Commissioner, in calculating 
the assessable income of any taxpayer derived from any 
business in any income year (that income xear being referred to 
in this section as the "year of adjustment '), is satisfied that the 
assessable income of that taxpayer in any income year or years 
(that income year or those income years being referred to in 
this section as the "preceding period") preceding the year of 
adjustment has been understated or overstated by reason of the 
whole or any part of the profits or gains from that business 
having been cruculated-

(a) By reference to cash receipts or outgoings and without 
taking into account amounts owing to or by the 
taxpayer at the beginning or end of any income year 
in the preceding period; or 

(b) By taking into account provisions or reserves which are 
not deductible under this Act in calculating those 
profits or gains; or 

(c) Without taking into account provisions or reserves which 
are deductible under this Act in calculating those 
profits or gains; or 

(d) By incorrectly allocating or apportioning between capital 
and income amounts received by the taxpayer in 
respect of any transactions not completed at the end 
of any income year in the preceding period,-

the Commissioner may, in calculating the assessable income 
derived by the taxpayer in the lear of adjustment, first 
determine the amount which woul have been the assessable 
income derived in that year if the profits or gains for any 
income year in the preceding period had not been understated 
or overstated by reason of any of the matters referred to in 
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paragraphs (a), (b), (c), and (d) and then make adjustments to 
that amount for the understatement or the overstatement for 
the preceding period-

(e) Where paragraph (a) applies, by adding the amounts 
owing to the taxpayer at the end of the preceding 
period and subtracting the amounts owing by the 
taxpayer at the end of the preceding period, being in 
either case the amounts referred to in that paragraph; 
and 

(f) Where paragraph (b) applies, by adding the amount of the 
provisions or reserves at the end of the preceding 
period; and 

(g) Where paragraph (c) applies, by subtracting the amount 
of any provisions or reserves which could have been 
made at the end of the preceding period; and 

(h) Where paragraph (d) applies, by adding any amount 
which, by reason of the method of apportioning 
between capital and income previously followed, had 
been omitted from the income of the preceding 
period, and by subtracting any amount which, for the 
same reason, had been incorrectly included in the 
income of the preceding period, being in either case 
an amount in respect of transactions not completed 
at the end of the preceding period,-

and the adjusted amount shall be deemed to be the amount of 
the assessable income derived from the business in the year of 
adjustment. 

(2) Where any adjustments made in accordance with any of 
paragraphs (e), (f), (g), and (h) of subsection (1) increase the 
amount of the assessable income derived by the taxpayer from 
the business in the year of adjustment by more than $1,000, 
the Commissioner shall notify the taxpayer accordingly, and 
the taxpayer shall, if the taxpayer elects by notice in 
accordance with subsection (3) (which election shall be 
irrevocable), be entitled-

(a) To allocate that increase in the assessable income equally 
between that year of adjustment and any numoer of 
the immediately preceding income years not 
exceeding 3; or 

(b) Where the taxpayer continues to carry on business, to 
allocate that increase in the assessable income equally 
between that year of adjustment and any number of 
subsequent income years not exceeding 3,-
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and in either case the amount so allocated to any preceding 
income year or to any subsequent income year shall be deemed 
to be assessable income denved in that income year, and be 
deemed not to be assessable income derived in the year of 
adjustment: 

Provided that any allocation made in accordance with 
paragraph (b) may be at any time cancelled by the 
Commissioner, and where it is cancelled the amount so 
allocated, to the extent to which it has not been allocated to 
and assessed for any earlier income year, shall become 
assessable for income tax as if derived during the income year 
in which the allocation was cancelled. 

(3) Every notice of election under subsection (2) shall be in 
writing, and shall be given to the Commissioner within one 
month after the Commissioner has given notice to the taxpayer 
in accordance with subsection (2), or within such further period 
as the Commissioner allows in any case or class of cases. 

Cf. 1976, No. 65, s. 76 

SUBPART D-TAXES AND LEVIES 

ED 1. Year in which accident compensation levy and 
employer premium, etc., deductible-(I) For the purpose 
of calculating the assessable income derived in any income year 
by any taxpayer, any amount of accident compensation levy 
that becomes due from and payable by the taxpayer in that 
income year shall be deemed to be expenditure incurred by the 
taxpayer in that income year and in no other income year, and 
the deduction (if any) allowable in respect of the levy under 
section BB 7 shall be computed accordingly. 

(2) For the purpose of calculating the assessable income 
derived in any income year by any taxpayer, any amount of 
premium from employers or premium from other earners that 
becomes due from and payable by the taxpayer in that income 
year shall be deemed to be expenditure incurred by the 
taxpayer in that income year and in no other income year, and 
the deduction (if any) allowable in respect of the premium 
under section BB 7 shall be computed accordingly. 

(3) Notwithstanding subsection (1) or subsection (2), where
(a) Any amount of accident compensation levy or premium 

from employers or premium from other earners has 
been allowed as a deduction in calculating the 
assessable income derived by any taxpayer in any 
income year preceding the income year in which that 
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amount became due and payable by the taxpayer; 
and 

(b) By reason of the time bar or otherwise, the Commissioner 
cannot lawfully alter the assessment for that income 
year,-

that amount of levy or premium shall be deemed to be 
expenditure incurred by the taxpayer in the income year in 
which it was allowed as a deduction, and not in any other 
income year. 

(4) In this section-
"Accident compensation levy" means, where the taxpayer 

is an employer, the levy payable by the taxpayer 
under section 43 of the Accident Compensation Act 
1982 and, where the taxpayer is a self-employed 
person, the levy payable by the taxpayer under 
section 44 of that Act: 

"Premium from employers" means, where a taxpayer is 
an employer, the premium payable by the employer 
under section 101 of the Accident Rehabilitation and 
Compensation Insurance Act 1992: 

"Premium from other earners" means, where a taxpayer 
has earnings other than earnings as an employee, the 
premiums payable by the taxpayer on or in respect of 
those earnings under sections 102 and 114 of the 
Accident Rehabilitation and Compensation Insurance 
Act 1992 (not being premiums payable on earnings as 
a private domestic worker). 

C£ 1976, No. 65, s. 140A 

ED 2. Year in which fringe benefit tax deductible-For 
the purposes of calculating the assessable income derived in 
any income year by any taxpayer, any amount of fringe benefit 
tax that becomes due and payable by the taxpayer in respect of 
fringe benefits provided or granted in that income year shall be 
deemed to be expenditure incurred by the taxpayer in that 
income year and in no other income year, and the deduction (if 
any) allowable in respect of the fringe benefit tax under 
section BB 7 shall be computed accordingly. 

C£ 1976, No. 65, s. 140AA 

ED S. Year in which specified superannuation 
contribution withholding tax deductible-For the 
purposes of calculating the assessable income derived in any 
income year by any taxpayer, any amount of specified 
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superannuation contribution withholding tax that becomes due 
and payable by the taxpayer in respect of specified 
superannuation contributions made by the taxpayer in that 
income year shall be deemed to be expenditure incurred by the 
taxpayer in that income year and in no other income year, and 
the deduction (if any) allowable in respect of that withholding 
tax under section BB 7 shall be computed accordingly. 

Cr. 1976, No. 65, s. 140AB 

ED 4. Accounting for goods and services tax
(1) Subject to subsection (3), the assessable income of any 
person shall not include-

(a) Any amount of output tax charged, levied, or calculated 
in respect of a supply of goods and services made by 
that person: 

(b) Any amount of goods and services tax payable by the 
Commissioner to that person. 

(2) Subject to subsection (3), in calculating the assessable 
income of any person, any deduction shall not include-

(a) Any amount of input tax charged, levied, or calculated in 
relation to the supply of goods and services to that 
person: 

(b) Any amount of goods and services tax payable by that 
person to the Commissioner. 

(3) Notwithstanding anything in subsections (1) and (2), in 
calculating the assessable income of any person-

(a) There shall be allowed a deduction for any amount of 
output tax charged in respect of a supply of goods 
and services deemed to be made by that person 
under section 21 (1) or section 21 (3) of the Goods and 
Services Tax Act 1985: 

(b) There shall be included in thatlerson's assessable income 
any amount calculate in accordance with 
section 21 (5) of the Goods and Services Tax Act 
1985, in respect of the application of any goods and 
services, and deductible under section 20 (3)(e) of that 
Act: 

Provided that this subsection shall only apply-
(c) To the extent that expenditure incurred by that person in 

the acquisition or production of those goods and 
services is taken into account in calculating that 
person's assessable income under this Act; or 
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(d) To the extent that a deduction by way of depreciation is 
allowed under section EG 1 (1) in respect of those 
goods and services: 

Provided further that this subsection shall not apply to any 
amount which relates to the application of any capital asset-

(e) For the principal purpose of making taxable supplies, 
where that asset was acquired or produced other than 
for the principal purpose of making taxable supplies; 
or 

(~Other than for the principal purpose of making taxable 
supplies, where that asset was acquired or produced 
for the principal purpose of making taxable supplies; 
or 

(g) For a purpose other than the production of the assessable 
income of that person. 

(4) For the purposes of section EG 1, where any depreciation 
deduction for any property is calculated by reference to the 
cost price of that property, that cost price shall be-

(a) Reduced-
(i) In the income year in which that deduction by 

way of depreciation is first allowed, by any amount of 
input tax in relation to the supply of that asset to that 
person: 

(ii) In any income year, by any amount calculated 
in accordance with section 21 (5) of the Goods and 
Services Tax Act 1985 and deductible under 
section 20 (3)(e) of that Act, to the extent that that 
amount arises from the application of that asset in 
that income year for the principal purpose of making 
taxable supplies where that asset was acquired or 
produced other than for the principal purpose of 
making taxable supplies: 

(b) Increased in any income year by any amount of output 
tax charged in that mcome year in respect of the 
supply of that asset, where that supply is deemed to 
be made by that person under section 21 (1) of the 
Goods and Services Tax Act 1985 as a result of the 
application of that asset other than for the principal 
purpose of making taxable supplies where that asset 
was acquired or produced for tne principal purpose of 
making taxable supplies. 

(5) For the purposes of section EG 15, in determining the 
expenditure of a capital nature incurred in the acquisition or 
improvement of any asset by a taxpayer, that expenditure shall 
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not include any amount of input tax in relation to the supply of 
the asset or improvement to that taxpayer. 

(6) For the purposes of section EG 19,-
(a) In respect of the sale or other disposition of any asset, 

being a taxable supply, by any taxpayer, being a 
registered person, die tenn "consideration" shall not 
include any goods and services tax charged on that 
sale or other disposition: 

(b) In detennining the expenditure of a capital nature 
incurred in the acquisition of any asset by any 
taxpayer, that expenditure shall not include any 
amount of input tax in relation to the supply of that 
asset to that person: 

(c) In detennining the "market value" of any sale or other 
disposition, being a taxable supply, of any asset by 
any taxpayer, that market value, shall be reduced by 
any goods and services tax that would be charged on 
any such sale or other disposition of that asset by that 
taxpayer: 

(d) Where any taxpayer, being a registered person, receives 
any payment by way 01 insurance, indemnity, 
compensation, or other damages in respect of any 
item of depreciable property, that payment shall not 
include any amount of goods and services tax 
charged on that payment to the extent that that 
payment is deemed to be consideration received for a 
supply of services by that registered person under 
section 5 (13) of the Goods and Services Tax Act 
1985. 

(7) In this section-
(a) The terms "goods", "output tax", "services", and 

"taxable supply" have the same meanings as defined 
in section 2 of the Goods and Services Tax Act 1985: 

(b) The consideration, in respect of any supply of goods and 
services, shall be deemed to be an amount equal to 
the aggregate of the value of that supply (as 
determined under the Goods and Services Tax Act 
1985) and any goods and services tax charged in 
relation to that supply: 

(c) The term "goods and services tax payable" has the same 
meaning as that assigned to "tax payable" by 
section 2 of the Goods and Services Tax Act 1985: 

(d) A reference to goods and services includes a reference to 
goods or services: 
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(e) The terms "goods and services tax" and "goods and 
services tax charged" mean goods and services tax 
charged under section 8 (1) of the Goods and Services 
Tax Act 1985. 

Cf. 1976, No. 65, s. 140B; 1994, No. 76, s. 75 

SUBPART E-TRADING STOCK 

EE 1. Valuation of trading stock, including livestock.
(1) Where any taxpayer owns or carries on any business, the 
value of the taxpayer's trading stock at the beginning and at 
the end of every income year shall be taken into account in 
ascertaining whether or not the taxpayer has derived assessable 
income during that year. 

(2) The value of the trading stock of any taxpayer to be taken 
into account at the beginning of any income year shall be its 
value as at the end of the last preceding income year. 

(3) The value of the trading stock of any taxpayer to be taken 
into account at the end of any income year shall be, at the 
option of the taxpayer, its cost price, its market selling value, or 
the price at which it can be replaced. 

(4) Notwithstanding anything in subsection (3), the value of 
any livestock other than livestock used in dealing operations 
shall be the value determined in the manner indicated by 
section EL 1. 

(5) Notwithstanding anything in subsection (3), where-
(a) A company (referred to in this subsection as the 

"taxpayer") resident in New Zealand holds any 
trading stock at the end of an income year; and 

(b) The trading stock was previously acquired (referred to in 
this subsection as the "original acquisition") and held 
by another company (referred to in this subsection as 
the "group company'); and 

(c) At all times from the original acquisition until the end of 
the income year, the trading stock was held either by 
the taxpayer or by a company, whether the group 
company or another company, which was at the 
relevant time-

(i) Resident in New Zealand; and 
(ii) A member of the same wholly-owned group of 

companies as the taxpayer; and 
(d) At the end of the income year, the taxpayer and the 

group company remain members of the same wholly
owned group of companies; and 

(e) With respect to the income year, either-
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(i) The taxpayer and the group company have 
income years or non-standard accounting years 
ending with the same balance date; or 

(ii) Where the taxpayer and the group company 
have different balance dates, the Commissioner has, 
on the application of the taxpayer or the group 
company in such form as the Commissioner may 
allow, determined that this difference is necessary in 
order to avoid a material distortion of the assessable 
income calculated under this Act of either that would 
arise if they had income years or non-standard 
accounting years ending with the same balance date 
by causing income and expense for a single business 
cycle to be reported in different income years,-

the taxpayer may elect, by filing accordingly its return of 
income for the income year, to value the trading stock at the 
end of the income year in accordance with this section as if it 
and the group company were one company. 

(6) Where-
(a) For any income year a taxpayer has elected under 

subsection (5) to value an item of trading stock on the 
basis of the cost of that trading stock to another 
company; and 

(b) At any time after the end of that income year the 
taxpayer and the other company cease to be 
members of the same wholly-owned group of 
companies (including by virtue of the other company 
being liquidated); and 

(c) At that time the taxpayer still holds the trading stock,
the taxpayer shall be deemed to have disposed of the trading 
stock immediately prior to that time to a person not associated 
with the taxpayer and to have immediately reacquired it, in 
each case for a consideration equal to the market value of the 
trading stock at the time (or, where at the time the trading 
stock has become part of or been absorbed into some other 
property and its market value cannot separately be 
determined, equal to its market value when acquired by the 
taxpayer). 

(7) Notwithstanding anything in subsection (3), where the 
Commissioner is satisfied that, by reason of obsolescence of, or 
any other special circumstances relating to, any trading stock 
(not being livestock) of any taxpayer, the value of that trading 
stock to be taken into account at the end of any income year 
should be an amount (being less than the amount that is the 
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lowest value that could be applicable under that subsection) 
determined by the Commissioner to be the fair and reasonable 
value of that trading stock, having regard to-

(a) The quantity of that trading stock on hand at the end of 
tnat income year; and 

(b) The quantity of that trading stock sold, exchanged, or 
used in manufacture by the taxpayer after the end of 
that income year and the frospects of sale, exchange, 
or use in manufacture 0 further quantities of that 
trading stock; and 

(c) The quantity of trading stock of the same kind sold, 
exchanged, or used in manufacture by the taxpayer 
during that income year and preceding income years; 
and 

(d) Such other matters as the Commissioner considers 
relevant,-

the value of that trading stock to be so taken into account shall, 
notwithstanding any exercise of the option of the taxpayer, 
under subsection (3), be the value so determined by the 
Commissioner: 

Provided that this subsection shall not apply in relation to 
any taxpayer, unless, by written notice signed by or on behalf 
of the taxpayer and given to the Commissioner within the time 
within which the taxpayer is required to furnish a return of the 
taxpayer's income for the income year at the end of which the 
value of the trading stock is to be taken into account, or within 
such further time as the Commissioner may allow, the taxpayer 
notifies the Commissioner that the taxpayer desires this 
subsection to apply. , 

(8) An amount equal to the value of the trading stock of any 
taxpayer at the end of any income year shall be included in the 
taxpayer's assessable income for that year. 

(9) An amount equal to the value of the trading stock of any 
taxpayer at the beginning of any income year shall be allowed 
as a deduction in calculating the taxpayer's assessable income 
for that income year. 

(10) Subject to sections FB 4 and GO 1, the price specified in 
any contract of sale or arrangement as the price at which any 
trading stock is sold or otherwise disposed of under that 
contract of sale or arrangement shall be deemed for the 
purposes of this section to be the consideration received or 
receivable for the trading stock. 

C£ 1976, No. 65, s. 85 (2)-(4), (4A), (4E), (4F), (5)-(7), (9); 
1994, No. 76, s. 15 
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EE 2. Insurance receipts to be taken into account in 
computing income-( 1) This section shall apply in respect of 
any asset owned by any taxpayer, being-

(a) Trading stock: 
(b) Any other article, material, or thing produced, 

manufactured, acquired, or purchased for any 
purpose ancillary to any business of manufacture or 
production of goods for sale or exchange. 

(2) The assessable income of any taxpayer in any income 
year shall be deemed to include the amount of any insurance, 
indemnity, compensation, or damages received in that income 
year by the taxpayer in respect of the loss or destruction of, or 
damage to, any asset in respect of which this section applies in 
any case where the cost of that asset has been taken into 
account (other than by way of a deduction in respect of the 
depreciation of that asset) in calculating the assessable income 
of the taxpayer for any income year (whether commencing 
before or after the commencement of this Act). 

(3) For the purposes of this section, where any taxpayer has 
received any amount of insurance, indemnity, compensation, 
or damages in respect of the loss or destruction of, or damage 
to, any asset in respect of which this section applies and in 
respect of the loss or destruction of, or damage to, any other 
asset, the part of the insurance, indemnity, compensation, or 
damages attributable to the asset in respect of which this 
section applies shall be determined by the Commissioner, and 
the part so determined shall be deemed to be the amount of 
insurance, indemnity, compensation, or damages received by 
the taxpayer in respect of the asset in respect of which this 
section applies. 

Cf. 1976, No. 65, s. 79 

SUBPART F-AcCRUAL ExPENDITURE 

EF 1. Accrual expenditure-( 1) Where any person has 
incurred any accrual expenditure, that expenditure shall be 
deductible when it is incurred in accordance with this Act but 
the unexpired portion (if any) of that expenditure shall be taken 
into account in ascertaining the assessable income of the person 
for the income year in which that expenditure is incurred and 
subsequent income years. 

(2) The amount of the unexpired portion of any amount of 
accrual expenditure of any person at the end of an income year 
shall be included in the assessable income of the person for the 



2124 
s. EF 1 

Income Tax 1994, No. 164 

income year and such amount shall be deductible in the 
following year. 

(3) For the purposes of this section the Commissioner may 
determine whether and to what extent any person or class of 
persons shall not be required to comply with this section in 
relation to any accrual expenditure (not being expenditure 
incurred by way of monetary remuneration for services that 
have been performed) incurred by the person, having regard 
to-

(a) The nature and amount of the kinds of accrual 
expenditure regularly incurred by the person or class 
of persons: 

(b) The nature and size of the activity giving rise to the item 
or items of accrual expenditure incurred by the 
person or class of persons: 

(c) The costs of the person or class of persons in complying 
with this section in relation to the accrual expenditure 
incurred by the person or persons: 

(d) Whether, in respect of that person or class of persons and 
the item or items of accrual expenditure, the 
difference between expenditure that is determined 
under this section (other than this subsection) and 
expenditure that would be deductible if the discretion 
given to the Commissioner under this subsection were 
exercised, is not a material amount. 

(4) The Commissioner may at any time cancel any 
determination made in respect of any person or any class of 
persons under subsection (3). 

(5) The amount of the unexpired portion (if any) of any 
amount of accrual expenditure of any person to be taken into 
account in any income year shall be-

(a) Where the expenditure relates to the purchase of goods, 
the amount of expenditure incurred on goods not 
used in the production of assessable income: 

(b) Where the expenditure relates to payment for services, 
the amount of expenditure incurred on services not 
performed: 

(c) Subject to subsection (8), where the expenditure is 
incurred by way of monetary remuneration for 
services that have been performed, the amount of the 
expenditure that has not been paid in the income 
year or within such further period as is specified in 
subsection (6): 
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(d) Where the expenditure relates to a payment for, or in 
relation to, a chose in action, the amount that relates 
to the unexpired part of the period in relation to 
which the diose is enforceable. 

(6) For the purposes of subsection (5)(c) monetary remun· 
eration shall be deemed to have been paid by a person in a 
particular income year if-

(a) In the case of any employee (other than a shareholder· 
employee) of the person, the monetary remuneration 
was paid to the employee-

(i) In the income year; or 
(ii) Within 63 days after the end of the income 

year; or 
(b) In the case of any person who, in relation to the person 

(being a company) is a shareholder· employee, the 
monetary remuneration was paid to the shareholder· 
employee-

(i) In the income year; or 
(ii) Not later than the 31 March that, in relation to 

the person (being a company) and the income year, is 
the latest date to which the time for the furnishing of 
the return for that income year may be extended 
under section 37 (5) of the Tax Administration Act 
1994. 

(7) In this section-
"Goods" means all real or personal property; but does not 

include choses in action or money: 
"Services" means anything which is not goods or money 

or a chose in action. 
(8) For the purposes of paragraph (c) of subsection (5), no 

expenditure referree to in that paragraph shall be treated as 
accrual expenditure where that expenditure-

(a) Was mcurred before the 1990-91 income year; or 
(b) Was incurred in the 1990-91 income year in relation to 

any holiday pay to which an employee (not being a 
shareholder· employee) of the person incurring the 
expenditure was entitled or would become entitled. 

Cf. 1976, No. 65, s. 104A 

SUBPART G-DEPRECIATION 

EG 1. Annual depreciation deduction-( 1) Subject to this 
Act, in calculating the assessable income of any taxpayer for 
any income year, an amount on account of depreciation for any 
depreciable property owned by the taxpayer at any time 



2126 
s. EG 1 

Income Tax 1994, No. 164 

during that income year shall be deducted from the total 
income of the taxpayer in that income year. 

(2) No depreciation deduction shall be made in respect of any 
property for the income year in which the property is sold or 
otherwise disposed of, except in the case of property that is

(a) A building; or 
(b) Schedule depreciable property. 
(3) This section shall apply notwithstanding section BB 8 (a). 

Cf. 1976, No. 65, s. 108 

EG 2. Fonnula for calculating depreciation 
deduction-( 1) Subject to this Act and to subsection (2), the 
deduction on account of depreciation under section EG 1 for 
any depreciable property of a taxpayer in any income year 
shall be the smallest of the following amounts: 

(a) In the case of property that is not schedule depreciable 
property, an amount calculated in accordance with 
the following formula: 

where-

c a X b X-
12 

a is the annual depreciation rate (expressed as a 
decimal) applicable in that income year to 
such property and to the depreciation method 
used by the taxpayer in respect of the 
property; and 

b IS-

(i) In any case where the diminishing value 
method is being used, the adjusted tax value 
of the property at the end of the income year 
before any deduction for depreciation in that 
income year has been made; and 

(ii) In any case where the straight·line 
method is being used, the cost of the property 
to the taxpayer (excluding any expenditure of 
the taxpayer allowed as a deduction under 
any provision of this Act other than sections 
EG 1 to EG 15 and EG 18); and 

c is the number of whole or part calendar 
months in the income year in which the 
property is owned by the taxpayer: 

(b) In the case of schedule depreciable property, an amount 
calculated in accordance with the following formula: 
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where-
a is the annual depreciation rate (expressed as a 

decimal) applicable in that income year to the 
property and to the depreciation method used 
by the taxpayer in respect of the property; 
and 

b IS-

(i) In any case where the diminishing value 
method is being used, the adjusted tax value 
of the property at the end of the income year 
before any deduction for depreciation in that 
income year has been made; and 

(ii) In any case where the straight.line 
method is being used, the cost of the property 
to the taxpayer; and 

c is the number of whole or part days in the 
income year in which the property is owned 
by the taxpayer and is used or available for 
use for the purposes of deriving assessable 
income or in carrying on a business for the 
purposes of deriving assessable income: 

(c) The adjusted tax value of the property at the end of the 
income year immediately before the deduction of any 
amount on account of depreciation for that income 
year: 

(d) Where the property is a motor vehicle to which 
section OH 1 (3) applies, an amount calculated in 
accordance with the following formula: 

dXe 
where-

d is the amount of the deduction calculated in 
accordance with paragraph (a) of this 
subsection in respect of the motor vehicle; and 

e is the proportion of business use to total use of 
the vebide for the income year (expressed as 
a decimal) calculated in accordance with 
sections OH 2 to DH 4: 

(e) Where-
(i) The property is, at any time in the income year, 

used by the taxpayer other than wholly for the 
purposes of deriving assessable income or in carrying 
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on a business for the purpose of deriving assessable 
income; and 

(ii) That other use is not subject to fringe benefit 
tax under this Act; and 

(iii) The property is not a motor vehicle to which 
section DH 1 (3) applies,-
an amount calcUlated in accordance with the 
following formula: 

where-
d is the amount of the deduction calculated 

under paragraph (a) of this subsection in 
respect of the property; and 

f is the number of days or other appropriate 
units of measurement (whether relating to 
time, distance, or otherwise) in the income 
year (or in such lesser period as that property 
was owned by the taxpayer in that income 
year), being days or other appropriate units of 
measurement for which-

(i) The property was physically used or 
operated to produce assessable income or in 
carrying on a business for the purpose of 
producing assessable income; or 

(ii) Fringe benefit tax was payable in respect 
of the use of the property; or 

(iii) The property was not physically used or 
operated for any purpose whatever but was 
available for the purpose set out in 
subparagraph (i); and 

g is the total number of days or other units of 
measurement (being the same units of time or 
other measurement as are used in item f) for 
which the depreciable property was used or 
available for use for any purpose whatever in 
the income year (or in such lesser period as 
the property was owned by the taxpayer in 
that income year). 

(2) Where a taxpayer has elected in accordance with 
section EG 3 (1) to depreciate any depreciable property using 
the pool depreciation method for any income year,-
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(a) In calculating the assessable income of the taxpayer for 
that income year, the amount on account of 
depreciation to be deducted under section EC 1 in 
respect of all such property within a pool shall be 
equal to the a~gregate of all deductions calculated in 
accordance wIth section EC 11 in respect of that 
income year; and 

(b) Subsection (1) shall not apply in respect of any such 
property. 

C£ 1976, No. 65, s. 108A 

EG 8. Depreciation method-( 1) In calculating for any 
income year the depreciation deduction in respect of any 
depreciable property other than fixed life intangible property, a 
taxpayer may elect to use-

(a) The diminishing value method; or 
(b) The straight·line method; or 
(c) Where the property is poolable property, the pool 

depreciation method. 
(2) In calculating for any income year the depreciation 

deduction for any item of fixed life intangible property, a 
taxpayer shall use only the straight·line method. 

(3) A taxpayer election under subsection (1) in respect of any 
item of depreciable property shall be made by applying to that 
item of property, in the taxpayer's return of income for the 
income year in respect of which the election is made, a 
particular method of depreciation. 

(4) An election made in accordance with subsection (3) in 
respect of any item of property and any income year, shall 
apply, and may not be subsequently altered by the taxpayer,

(a) In respect of that item of property and that income year, 
in all cases; and 

(b) In the case of an election to use the pool depreciation 
method, in respect of that item of property and all 
subsequent income years in whicb the item of 
property continues to be poolable property owned by 
the taxpayer. 

(5) A taxpayer may not elect under subsection (1) to use the 
pool depreciation method in respect of any item of poolable 
property of a kind referred to in paragraph (a)(iii) of the 
defiriition of "poolable property" unless the taxpayer also 
elects to treat, as a single pool, all such items of property still 
owned by the taxpayer that were accounted for by the 
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taxpayer at the end of the 1992-93 income year within the 
same globo account. 

(6) Where a taxpayer elects for any income year to change 
the method of calculating the depreciation deduction in 
relation to any item of depreciable property from the 
diminishing value method to the straight-line method, the 
adjusted tax value of the property at the end of that income 
year (before any deduction for depreciation in that income year 
has been made) shall be treated as the cost of the property for 
the purposes of calculating the deduction in accordance with 
the straight-line method. 

Cf. 1976, No. 65, ss. 107A (1), 108B 

EG 4. Basic economic depreciation rate-(I) The basic 
economic der,reciation rate for any depreciable property other 
than fixed life intangible property or excluded depreciable 
property shall be specified by the Commissioner by 
determination under this section. 

(2) Any such determination may specify for any depreciable 
property either the diminishing value rate only or both a 
diminishing value rate and a straight-line rate. 

(3) In setting a diminishing value economic rate under this 
section, the Commissioner shall, in general terms and subject to 
subsections (4) and (5), apply and have regard to the following 
formula: 

1 - ( residual value 1 ) 
cost X estimated useful life 

where "residual value" is the greater of
(a) Estimated residual market value; and 
(b) 13.5% of cost. 
(4) The Commissioner shall set a single economic rate for a 

number of similar types of depreciable property where it 
appears appropriate having regard to-

(a) The rates calculated for each of those types of depreciable 
property; and 

(b) The reduction in compliance costs that will be so 
achieved. 

(5) An economic rate issued in a determination by the 
Commissioner under subsection (1) shall be one of the rates 
specified in Schedule 11, and that rate shall be obtained by the 
Commissioner rounding either up or down the rate initially 
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calculated in accordance with subsection (3) to the nearest rate 
specified in that Schedule. 

(6) Subject to subsection (7), any economic rate specified in a 
determination under this section shall apply according to the 
tenor of the determination and, without lliniting the generality 
of this subsection, may be expressed to apply-

(a) In relation to depreciable property of the class specified, 
whenever acquired or used; or 

(b) In relation to depreciable property of the class specified 
having regard to-

(i) The date or income year of its acquisition or use 
by a particular taxpayer; or 

(ii) The date or income year of its first acquisition 
or use by any taxpayer; or 

(iii) Whether or not it has been previously used or 
available for use in New zealand or elsewhere,-
or otherwise. 

(7) No determination made under this section shall apply to 
reduce the economic rate already applying under this 
section (but not under section EG 10) to any item of property 
acquired by a taxpayer before the date on which the 
determination was issued (or acquired after that date under a 
binding contract entered into before that date), except in the 
situation where the taxpayer disposes or has disposed of the 
property and subsequently reacquires it after that date. 

ef. 1976, No. 65, s. 108c 

EG 5. Annual depreciation rate for property acquired 
before end of 1994-95 income year-( 1) The annual 
depreciation rate for any depreciable property of a 
taxpayer (not being fixed life intangible property or excluded 
depreciable property) acquired by the taxpayer before the end 
of the taxpayer s 1994-95 income year sIiall be-

(a) Its basic economic depreciation rate; or 
(b) If the taxpayer so elects in accordance with subsection (2), 

and subject to subsection (4), its pre-1993 
depreciation rate. 

(2) An election made by a taxpayer under subsection (1)(b)
(a) May be made in respect of all or any items of property of 

the taxpayer to which such an election may apply; 
and 

(b) Shall be made by applying to any such item of property, 
in the taxpayer s return of income for the income 
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year in respect of which the election is made, the pre-
1993 depreciation rate for that item of property; and 

(c) May not subsequently be altered for the income year in 
respect of which it was made. 

(3) In this section, "pre-1993 depreciation rate", in respect of 
any item of depreciable property of a taxpayer, means the rate 
of depreciation that the Commissioner allowed to be used in 
the 1992-93 income year to calculate an allowance by way of 
depreciation under section 108 of the Income Tax Act 1976 (as 
that section was then in force) in respect of depreciable 
property of that class, that rate to be determined-

(a) As inclusive of the rate of any allowance that the item of 
property would have been eligible for under section 
113A of the Income Tax Act 1976 but for the 
enactment of sections 2 and 12 of the Income Tax 
Amendment Act 1993; and 

(b) As inclusive of the rate of any allowance available in the 
1992-93 income year under section 108N of the 
Income Tax Act 1976 (being the former section 108A 
of that Act) in respect of depreciable property of that 
class, where the item of property has not been used 
or held for use in New Zealand (other than as trading 
stock) by any person before the date on which the 
taxpayer acquired it. 

(4) Where the pre-1993 depreciation rate is-
(a) A diminishing value rate, a taxpayer who has elected to 

use the pre-1993 rate may instead depreciate the 
depreciable property at the straight-line rate 
determined by-

(i) Rounding that diminishing value rate to the 
nearest rate specified in column 1 of Schedule 10; and 

(ii) Ascertaining the equivalent straight-line rate (if 
any) specified in column 2 of that Schedule; or 

(b) A straight-line rate, a taxpayer who has elected to use the 
pre-1993 rate may instead depreciate the depreciable 
property at the diminishing value rate determined 
by-

(i) Rounding that straight-line rate to the nearest 
rate specified in column 2 of Schedule 10; and 

(ii) Ascertaining the equivalent diminishing value 
rate specified in column 1 of that Schedule. 

Cf. 1976, No. 65, s. 108D 
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EG 6. Annual depreciation rate of international 
aircraft acquired in 1995-96 or subsequent income 
year-The annual depreciation rate for international aircraft 
(not being excluded depreciable property) acquired by the 
taxpayer in the taxpayer's 1995-96 income year or any 
subsequent year shall be 15% diminishing value or 10% straight
line. 

ef. 1976, No. 65, S. 108E 

EG 7. Annual depreciation rate for other property 
acquired in 1995-96 or subsequent income year-The 
annual depreciation rate for any depreciable property of a 
taxpayer (not being fixed life intangible property or excluded 
depreciable property or international aircraft) acquired by the 
taxpayer in the taxpayer's 1995-96 income year or any 
subsequent year shall be,-

(a) In the case of property that-
(i) Has not been used or held for use in New 

Ze3.1and, other than as trading stock, by any person 
before the date on which the taxpayer acquired it; 
and 

(ii) Is neither a building nor a used imported 
motorcar,-
a rate equal to its basic economic depreciation rate 
multiplied by a factor of 1.20: 

(b) In any other case, the property's basic economic 
depreciation rate. 

ef. 1976, No. 65, S. 108F 

EG 8. Annual depreciation rate for fixed life intangible 
property-The annual depreciation rate for any fixed life 
intangible property of a taxpayer (not being excluded 
depreciablelroperty) shall be the rate, expressed as a decimal 
and rounde to 2 decimal places (with numbers at the midpoint 
or greater being rounded up and other numbers being rounded 
down), calculated in accordance with the following formula: 

1 
legal life 

where "legal life" means the legal life of the property at the 
time at which it was acquired by the taxpayer. 

Cf. 1976, No. 65, s. 108e 
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EG 9. Depreciation rate for excluded depreciable 
property -( 1) The annual depreciation rate for any excluded 
depreciable property shall be the rate which the Commissioner 
allowed to be used to calculate an allowance by way of 
depreciation under section 108 of the Income Tax Act 1976 (as 
that section was then in force) in respect of depreciable 
property of that class in the 1992-93 income year for a 
standard balance date taxpayer, which rate shall be exclusive 
of any additional or supplemental allowance available in 
respect of that income year under section 108A of the Income 
Tax Act 1976 (as so numbered before the enactment of 
section 8 of the Income Tax Amendment Act 1993) or 
section U3A or any other section of the Income Tax Act 1976. 

(2) Notwithstanding subsection (1), where in any income year 
a taxpayer is entitled under section EG 15 or section EG 18 or 
any other provision of this Act to any additional or 
supplementaf allowance on account of depreciation of any 
excluded depreciable property,-

(a) The rate applicable to that property under subsection (1) 
may be adjusted to incorporate that additional or 
supplemental allowance in such manner as may be 
prescribed or allowed by the Commissioner; and 

(b) Where such an adjusted rate is applied to the property, a 
separate deduction shall not be calculated or allowed 
in respect of the property under section EG 15 or 
section EG 18 or that other provision. 

(3) Where the depreciation rate referred to in subsection (1) 
or subsection (2) is-

(a) A diminishing value rate, the depreciable property may 
instead be depreciated at the straight-line rate 
determined by-

(i) Rounding that diminishing value rate to the 
nearest rate specified in column 1 of Schedule 10; and 

(ii) Ascertaining the equivalent straight-line rate (if 
any) specified in column 2 of that Schedule; or 

(b) A straight-line rate, the depreciable rroperty may instead 
be depreciated at the dimmishing value rate 
determined by-

(i) Rounding (if necessary) that straight-line rate to 
the nearest rate specified in column 2 of Schedule 10; 
and 

(ii) Ascertaining the equivalent diminishing value 
rate specified in column 1 of that Schedule. 

Cf. 1976, No. 65, s. 108H 
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EG 10. Special and provisional econoInic rates-( 1) The 
Commissioner may, upon application in writing from a 
taxpayer in respect of any depreciable property other than 
fixed life intangible property or excluded depreciable property, 
allow that taxpayer to apply in respect of that property, for 
such income year or years as the Commissioner may specify,-

(a) A special basic economic depreciation rate higher or lower 
than that specified in a determination under 
section EG 4; or 

(b) A provisional basic economic depreciation rate, where no 
applicable economic rate is specified in a 
determination under section EG 4. 

(2) When determining whether or not to allow a special 
economic rate or a provisional economic rate under subsection 
(1), and the rate (if any) at which such a rate is to be set, the 
Commissioner shall have regard to-

(a) The formula set out in section EG 4 (3); and 
(b) The rate of depreciation (if any) adopted by the taxpayer 

in respect of the depreciable property for financial 
reporting purposes. 

(3) A provisional rate issued in a determination by the 
Commissioner under this section shall be one of the rates 
specified in Schedule 11, and that rate shall be obtained by the 
Commissioner rounding either up or down the rate initially 
determined by the Commissioner in accordance with 
subsection (2) to the nearest rate specified in that Schedule. 

(4) The Commissioner may decline to issue a determination 
under subsection (1) where,-

(a) In the case of an application for a special rate,-
(i) Any appropriate rate calculated having regard to 

subsection (2) would not differ from the general 
economic rate already applicable to the property 
under section EG 4 by an amount equal to or greater 
than one· half the amount by which the next highest 
or lowest (as the case may require) banded rate 
specified in Schedule 11 exceeds or is less than that 
already applicable general economic rate; or 

(ii) The general economic rate applicable to the 
property under section EG 4 is under review by the 
Commissioner and a new general economic rate 
equal to or greater than any appropriate rate 
calculated having regard to subsection (2) will be set 
within 6 months of the Commissioner receiving the 
taxpayer's application for a special rate; or 
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(iii) The taxpayer has supplied insufficient 
information to enable the Commissioner to calculate 
an approrriate rate: 

(b) In the case 0 an application for a provisional rate,-
(i) A general economic rate specified under 

section EG 4 already applies to the property; or 
(ii) A general economic rate applicable to the 

property for the income year to which the application 
relates is in the process of being determined and will 
within the next 6 months be set under section EG 4; 
or 

(iii) The taxpayer has sUJ?plied insufficient 
information to enable the Corrurussioner to calculate 
an appropriate rate. 

(5) Where the Commissioner issues a determination under 
this section which sets a provisional economic rate in respect of 
any depreciable property and any taxpayer,-

(a) That determination may also be expressed to apply in 
respect of property of that class and any other 
taxpayer or class of taxpayers; and 

(b) That determination shall cease to apply to the taxpayer 
and the property, or to any other taxpayer, where the 
Commissioner sets a general economic rate under 
section EG 4 in respect of property of that class, 
unless the determination otl'lerwise specifically 
provides. 

(6) Where the Commissioner has issued a determination 
under this section which sets a special economic rate, and the 
circuIIlStances that applied at the time the determination was 
issued no long-er exist or have changed in a material particular, 
the CommissIOner may-

(a) Revoke the determination (thus requiring any property 
affected to be depreciated on the basis of the general 
economic rate or any applicable provisional rate); or 

(b) Revoke the determination and issue a new determination 
that sets a new special economic rate in respect of the 
property concerned. 

(7) A revocation effected under subsection (6) shall take effect 
on the day after the date on which notice of the revocation is 
given to the taxpayer under section EG 14 (2) or, where the 
notice is published in the Gazette, on the day after the date of 
the publication of the notice in the Gazette. 

(8) Any taxpayer who has applied for a determination under 
this section, and any taxpayer to whom a determination made 
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under this section applies, may, within 2 months after the date 
the Commissioner gives notice under section EG 14 of-

(a) The issuing of the detennination; or 
(b) The Commissioner's decision not to issue the 

determination; or 
(c) The revocation of the determination,--:-

object to the rate specified in or the application of the 
determination, or to the Commissioner's revocation of or 
decision not to issue the determination, by delivering or posting 
to the Commissioner a written notice of objection stating 
shortly the grounds of that person's objection. 

(9) Except where otherwise expressly provided, Part VIII of 
the Tax Administration Act 1994, except section 125, shall, in 
relation to any objection under this section, apply with any 
necessary modifications in the same manner and to the same 
extent as if the objection were an objection made under section 
126 (1) of that Act or, in the case of a late objection, section 126 
(2) of that Act. 

(10) Subject to subsection (11 ), nothing in this section 
prevents a taxpayer from depreciating on the basis of the 
applicable economic rate specified under section EG 4, or any 
applicable provisional rate set under this section, any item of 
depreciable property to which a special rate set under this 
section applies. 

(11) Where a special economic rate of depreciation that is 
higher than the general economic rate has applied to property 
of a taxpayer in any income year, the taxpayer shall not in any 
subsequent year depreciate that property on the basis of the 
applicable general economic rate or any applicable provisional 
economic rate where-

(a) The market value of the depreciable property declined at 
a rate equal to or greater than that special economic 
rate in that subsequent income year; and 

(b) In all the circumstances, it can reasonably be concluded 
that the taxpayer purported to change from the 
special economic rate to the general economic rate or 
the provisional economic rate for the purpose, or for 
purposes including the purpose, of enabling the 
taxpayer to defer the deduction from assessable 
income of the decline in value of that depreciable 
property which occurred in that subsequent income 
year. 

Cf. 1976, No. 65, s. 1081 

G-15 



2138 Income Tax 1994, No. 164 

s. EG 11 

EG 11. Pool method of depreciation-( 1) The deduction 
on account of depreciation that may be claimed for any income 
year in respect of any pool of depreciable property shall be 
calculated in accordance with the following formula: 

a 

where-
a is the diminishing value annual depreciation rate 

applicable to all items depreciated in the pool during the 
income year, or, if items having different annual 
depreciation rates were depreciated in the pool at any 
time during the income year, the lowest of those 
different rates; and 

b is the adjusted tax value of the pool at the beginning of 
the income year (or nil, if the pool did not then exist); 
and 

c is the adjusted tax value of the pool at the end of the 
income year before any deduction for depreciation in 
that income year has been made; and 

d is the number of whole or part calendar months in the 
taxpayer's income year. 

(2) Any deduction on account of depreciation available to a 
taxpayer in respect of a pool for any income year shall be 
treated as a deduction from the adjusted tax value of the pool 
as at the last day of that income year. 

(3) Where a taxpayer elects to include an item of poolable 
property in a pool, the adjusted tax value of the pool shall be 
mcreased by-

(a) The cost of the item, if the item was included in the pool 
immediately upon its acquisition; or 

(b) The adjusted tax value of the item at the date of its 
inclusion in the pool, if the item was previously 
accounted for separately. 

(4) Where any item of property accounted for under the pool 
depreciation method is sold or otherwise disposed of, the 
following provisions shall apply: 

(a) Any consideration derived by the taxpayer on disposal of 
the item shall be deducted from the adjusted tax 
value of the pool in which the item was included as at 
the date of the disposition; and 

(b) Where on the last day of any income year the adjusted 
tax value of the pool is negative,-

G-15* 
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(i) An amount equal to the amount by which the 
adjusted tax value IS less than nil shall be deemed to 
be assessable income of the taxpayer derived in the 
income year as if it were assessable income derived 
by virtue of section EG 19 (2); and 

(ii) On the first day of the immediately succeeding 
income year the adjusted tax value of the pool shall 
be deemed to be nil; and 

(c) Where on the last day of any income year the adjusted 
tax value of the pool is positive but all items of 
depreciable property which were in the pool have 
been sold or otherwise disposed of,-

(i) An amount equal to the adjusted tax value of 
that pool shall be deducted from the assessable 
income of the taxpayer for that income year; and 

(ii) On the first day of the immediately succeeding 
income year the adjusted tax value shall be deemed 
to be nil. 

(5) A taxpayer may at any time combine 3.Q.y number of 
pools to form a single pool, and, where this is done,-

(a) The adjusted tax value of the new pool shall be an 
amount equal to the sum of the adjusted tax values of 
the constituent pools; and 

(b) The adjusted tax value of each of the constituent pools at 
the end of that income year shall be nil. 

(6) A taxpayer may request the Commissioner to issue, and 
the Commissioner may issue, a determination in respect of any 
depreciable property that allows a maximum pooling value 
greater than that currently available to the taxpayer. 

(7) Where a taxpayer makes a request for a determination 
under subsection (6) in respect of any depreciable property, the 
Commissioner shall, in determining whether or not to issue the 
determination, have regard to the following factors: 

(a) Whether or not the depreciable property is relatively 
homogeneous in nature: 

(b) Whether or not the compliance costs of the taxpayer will 
be materially reduced by pooling the depreciable 
property: 

(c) The frequency with which the taxpayer acquires and 
disposes of the depreciable property. 

(8) Where an item of property accounted for under the pool 
depreciation method commences being used by the taxpayer in 
such a manner that the item no longer satisfies paragraph (b) of 
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the definition of "poolable property", then that item shall be 
accounted for by the taxpayer as if-

(a) It had been disposed of by the taxpayer for a 
consideration equal to its market value on the day on 
which it was first so used, and subsection (4) shall 
apply accordingly; and 

(b) It had been immediately reacquired by the taxpayer on 
that day for a consideration equal to that market 
value. 

C£ 1976, No. 65, s. 108J 

EG 12. Depreciation of depreciable property that can 
no longer be used-( 1) The deduction on account of 
depreciation that may be claimed for any income year in 
respect of any depreciable property that can no longer be used 
(other than a building or property that has been depreciated 
using the pool depreciation method) shall be, if the 
Commissioner so determines, an amount equal to the adjusted 
tax value of that property. 

(2) The deduction made under subsection (1) shall be an 
amount equal to the adjusted tax value of the property at the 
beginning of that income year. 

(3) Where a deduction is made under subsection (1) in respect 
of any depreciable property,-

(a) The adjusted value of that property at the end of that 
income year shall be nil; and 

(b) No deduction shall be calculated under section EG 2 in 
respect of that property in that income year. 

(4) Section EG 19 shall apply if a taxpayer disposes of any 
property for which a deduction has been allowed under this 
section. 

(5) A taxpayer may apply to the Commissioner for a 
determination stating that the taxpayer may deduct the 
remaining adjusted tax value of any depreciable property. 

(6) When considering an application for a determination to 
deduct the remaining adjusted tax value of any depreciable 
property, the Cornmissioner-

(a) Shall be satisfied-
(i) That the property is no longer used by the 

taxpayer in the production of assessable income or in 
a business; and 

(ii) That the costs of disposing of the property 
would exceed any consideration that could be derived 
from the disposition of the property; and 
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(b) Shall have regard to whether the property could still be 
used in the production of assessable mcome or in a 
business. 

Cf. 1976, No. 65, s. 108K 

EG IS. Applications in accordance with prescribed 
procedure-Any taxpayer who makes an application or 
objection under any of sections EG 1 to EG 12 shall make 
application or objection in accordance with such procedures as 
may be prescribed for the purpose by regulations made under 
section 225, of the Tax Administration Act 1994, or if no such 
regulations have been made or the regulations do not provide 
for the eventuality that occurs, in accordance with such 
procedure as may be prescribed by the Commissioner. 

Cf. 1976, No. 65, s. 108L 

EG 14. Time limit and notification-(I) Where any 
person applies to the Commissioner for the issue of a 
determinauon under any of the provisions of sections EG 1 to 
EG 12, the Commissioner shall, not later than 6 months after 
the receipt of the application, respond to the application 
either-

(a) By issuing, in accordance with subsection (2), the 
determination sought; or 

(b) Notifring the taxpayer, in accordance with subsection (2), 
of the Commissioner's decision not to issue a 
determination. 

(2) Where the Commissioner issues or declines to issue or 
revokes any determination under any of the provisions of 
sections EC 1 to EC 12, the Commissioner shall either-

(a) Give written notice ofthe determination, or ofthe reasons 
for declining to issue or for revoking the 
determination, and supply a copy of the 
determination (if made) to the taxpayer or the 
representative of the taxpayer who applied for it; or 

(b) Where a determination is issued under section EG 4, or a 
determination issued under section EC 10 (l)fb) is 
expressed to apply to a class of taxpayers, notifY the 
making of the determination in the Gazette, which 
notification shall specify where copies of the 
determination can be obtained,-

within 30 days of issuing, declining to issue, or revoking a 
determination, as the case may be. 

Cf. 1976, No. 65, s. 108M 
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EG 15. Additional depreciation in respect of certain 
new assets acquired or improvements made between 16 
December 1991 and I April 1994-(1) Where a taxpayer has 
incurred capital expenditure in-

(a) The acquisition or installation of a qualifying asset; or 
(b) The making of a qualifying improvement to any asset 

owned by the taxpayer,-
the Commissioner shall, subject to section EG 19, allow a 
deduction by way of depreciation in addition to any deduction 
by way of depreciation allowed in respect of that asset under 
sections EG 1 and EG 18. 

(2) The amount of the additional deduction by way of 
depreciation to be allowed under subsection (1) in respect of 
any income year shall, in relation to the asset, be 25% of the 
lesser of-

(a) The amount of the deduction by way of depreciation 
allowed by the Commissioner under sections EG 1 
and EG 18 in respect of that asset and that income 
year; or 

(b) The amount that the Commissioner would have allowed 
as a deduction by way of depreciation under sections 
EG 1 and EG 18 in respect of that asset and that 
income year had the asset's value been equal to its 
qualifyirig capital value. 

(3) Where a qualifying asset or an asset to which a qualifying 
improvement has been made is at any time before 1 April 1993 
sold or otherwise disposed of by one company in a wholly
owned group of companies to another company in the same 
wholly-owned group, then, notwithstanding any limitations in 
the definitions of the terms "qualifying asset", "qualifying 
improvement", "new asset", and "New Zealand-new asset" in 
section OB 1, and of the term "qualifying capital value" in 
subsection (5) of this section, as to the identity of the taxpayer 
for whom an asset or improvement will be treated as a 
qualifying asset or qualifying improvement,-

(a) A deduction shall be allowable to the transferee company 
under subsection (1) in respect of any period 
occurring after the time of the sale or other disposal 
of the asset to the transferee company as it that 
company were the same taxpayer as the transferor 
company; but 

(b) In determining the amount of any such deduction under 
subsection (2) for the income year in which the sale or 
other disposal occurred, there shall be deducted the 
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amount of any deduction by way of depreciation 
allowable under this section to the transferor 
company in respect of the asset for that income year. 

(4) Where any person-
(a) Has been exempt from tax under this Act, but in any 

income year becomes subject to tax under this Act; 
and 

(b) Would, but for not having been a taxpayer at the time the 
person acquired an asset or made an improvement to 
an asset, qualify for a deduction under subsection (1) 
in respect of that asset and any income year in which 
the person is taxable,-

that person shall be treated for the .Imrposes of the definitions 
of the terms "qualifying asset", 'qualifying improvement", 
"new asset", and "New Zealand·new asset" in section OB 1, 
and of the term "qualifying capital value" in subsection (5) of 
this section, as havmg been a taxpayer at the time the person 
acquired the asset or made tbe improvement, and the 
qualifying capital value of any asset owned by the person shall 
be determined as if the person had been allowed any deduction 
by way of depreciation under this Act in respect of any income 
year or period during which the person was exempt from tax. 

(5) In this section, "qualifying capital value" means, in respect 
of any asset and any income year,-

(a) In relation to any qualifying asset owned by a taxpayer, 
the aggregate of-

(i) The amount of any capital expenditure incurred 
by the taxpayer in acquiring the capital asset, less, in 
the case of any asset requiring construction, the 
amount of any such expenditure (if any) that is 
incurred on or after 1 April 1993 otherwise than 
under a binding contract entered into by the 
taxpayer before that date; and 

(ii) Where the taxpayer makes any qualifying 
improvement to the qualifying asset, the amount of 
any capital expenditure incurred by the taxpayer in 
making that qualifying improvement,-
less the amount of any deduction by way of 
depreciation allowed under this Act or the Income 
Tax Act 1976 to the taxpayer in respect of the 
qualifying capital value (as determined under this 
paragraph) of the asset in any previous income year, 
other than any such depreciation deduction that is 
determined on a straight.line basis: 
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(b) In relation to any asset owned by a taxpayer that is not a 
qualifying asset but to which the taxpayer has made a 
quali(ying improvement, the amount of capital 
expenditure incurred by the taxpayer in relation to 
that improvement less the amount of any deduction 
allowed under this Act or the Income Tax Act 1976 
to the taxpayer in respect of the qualifying capital 
value (as determined under this paragraph) of the 
improved asset in any previous income year, other 
than any such depreciation deduction that is 
determined on a straight·line basis. 

Cf. 1976, No. 65, s. I08N 

EG 16. Low value asset write-off-(l) In calculating the 
assessable income of any taxpayer for any income year, the 
cost of any low value property that is-

(a) Acquired or created by the taxpayer in that income year 
for the purpose of gaining or producing assessable 
income, or of carrying on a business for the purpose 
of gaining or producing assessable income; and 

(b) Primarily and principally used or available for use in that 
income year for such purpose,-

shall be deducted from the total income of the taxpayer in the 
income year. 

(2) Where in any income year a taxpayer disposes of any low 
value property for which the taxpayer has claimed a deduction 
under subsection (1 ), the consideration derived from that 
disposal shall be assessable income of the taxpayer in that 
income year. 

(3) Where in any income year any low value property for 
which a taxpayer has claimed a deduction under subsection (1) 
ceases to be principally and primarily used or available for use 
by the taxpayer for either of the purposes specified in 
subsection (1) by virtue of being used by the taxpayer 
substantially tor private purposes or for any purpose other than 
those specified in subsection (1) (not being a use that is subject 
to fringe benefit tax under this Act), then the taxpayer shall be 
deemed for the purposes of subsection (2) to have disposed of 
that low value property in that income year for a consideration 
equal to the property's market value at the time at which the 
property so ceases to be used or available for use. 

(4) An election under paragraph (d) of the definition of "low 
value property" in respect of any property shall be made by the 
taxpayer claiming, in the taxpayer's return of income for the 
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income year in respect of which the election IS made, a 
deduction for the cost of the property. 

Cf. 1976, No. 65, s. 1080 (2), (3), (3A), (4) 

EG 17. Depreciation deduction where depreciated 
asset acquired by taxpayer from associated person
(1) Where a taxpayer has acquired any property (otherwise 
than in accordance with a matrimonial agreement in 
circumstances to which section FF 16 (1) applies) from an 
associated person entitled to a deduction in respect of the 
depreciation of the property, irrespective of whether or not any 
deauction has in fact been allowed to that associated person, 
the Commissioner shall not allow to the taxpayer any greater 
deduction in respect of the depreciation of the property than 
that which would have been allowed to the associated person if 
the associated person had retained the property: 

Provided that where any amount so allowed as a deduction 
to the associated person has been dealt with under section 
EG 19, the Commissioner may allow to the taxpayer a 
deduction in respect of the depreciation of the property based 
on the aggregate of the total of all amounts so dealt with and 
the amount of that depreciated value of the property 
immediately before it was acquired by the taxpayer. 

(2) This section shall not apply where the Commissioner is of 
the opinion that the circumstances are such that a deduction in 
respect of the depreciation of the property based on the actual 
price or other consideration given for the property should be 
aIlowed. 

Cf. 1976, No. 65, s. III 

EG 18. Supplementary depreciation allowance for 
plant and machinery used in 2 and S shift industries
(1) This section shall not apply to any depreciable property 
unless that property is excluded depreciable property. 

(2) This section shall not apply to-
(a) Plant and machinery for use in refining of petroleum or 

for use in the smelting of aluminium: 
(b) Any motorcar: 
(c) Ships, aircraft, and hovercraft: 
(d) Any plant and machinery in respect of which a deduction 

by way of fixed rate was not, in respect of the 
1992-93 income year or any earlier relevant year, 
allowed under section 108 of the Income Tax Act 
1976 as that section was then in force: 
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(e) Any plant and machinery in respect of which the 
Commissioner has not, in determining the rate of 
depreciation for the 1992-93 income year or any 
earlier relevant year under section 108 of the Income 
Tax Act 1976 (as that section was then in force), 
prescribed a differential rate for more than one shift 
operation. 

(3) Where the Commissioner is satisfied that any taxpayer 
engaged in any business in New Zealand has incurred 
expenditure of a capital nature in acquiring or installing or 
extending any plant and machinery to be used as two shift 
plant and machinery or three shift plant and machinery wholly 
for the purposes of any business carned on in New Zealand, the 
Commissioner may, subject to this section and section EG 19, in 
calculating the assessable income derived by the taxpayer, 
allow a deduction in accordance with this section by way of 
supplementary depreciation in respect of that plant and 
machinery. 

(4) The deduction by way of depreciation under this section 
sh3J1, subject to section EG 1 (2),-

(a) Be allowed in the first, 2nd, 3rd, 4th, and 5th income 
years in which the plant and machinery is used in the 
production of assessable income; and 

(b) Be in addition to any deduction by way of depreciation in 
respect of that plant and machinery under 
section EG 1. 

(5) The deduction allowed under this section in any income 
year in respect of any plant and machinery of the kind referred 
to in subsection (3) shall-

(a) In the case of two shift plant and machinery be 3% of the 
diminishing value of that plant and machinery: 

(b) In the case of three shift plant and machinery be 60/0 of 
the diminishing value of that plant and machinery. 

(6) In this section-
"Three shift plant and machinery" means any plant and 

machinery that, in the opinion of the Commissioner, 
is nonnaIly in operation for 24 hours each working 
day: 

"Two shift plant and machinery", in relation to the 
business of a taxpayer and any income year, means 
any plant and machinery, not being three shift plant 
and machinery, that, in the opinion of the 
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Commissioner, is normall}' in operation for an 
average of not less than 16 hours each working day. 

Cr. 1976, No. 65, s. U3A 

EG 19. Gain or loss from disposition of derreciable 
property-( 1) This section applies to the disposal 0 property 
of a taxpayer, being property-

(a) Which is, in respect of that taxpayer,
(i) Depreciable property; or 
(ii) Software (not being trading stock of the 

taxpayer) for whose purchase or creation any 
deduction has been claimed by the taxpayer; but 

(b) Which is not-
(i) Schedule depreciable property; or 
(ii) Property that, at the time of disposition, is 

accounted for within a pool of items of property in 
accordance with section EG 11; or 

(iii) Intangible property (not being software) which 
is excluded depreciable property; or 

(iv) Any land improvement which is excluded 
depreciable property of a type for which no 
allowance on account of depreciation was allowed by 
the Commissioner under section 108 of the Income 
Tax Act 1976 as in force before its repeal by section 2 
of the Income Tax Amendment Act 1993. 

(2) Subject to subsection (4), where in any income year any 
property is disposed of by a taxpayer for a consideration that 
exceeds the adjusted tax value of that property on the date of 
disposition, the lesser of the following amounts shall be 
included in the assessable income derived by the taxpayer in 
that income year-

(a) The aggregate of amounts allowed under this Act and the 
Income Tax Act 1976 to the taxpayer as a deduction 
on account of depreciation in respect of the property 
(and additionally, in the case of property referred to 
in subsection (1)(a)(ii), any deduction allowed for the 
purchase or creation of that property); and 

(b) The amount (if any) by which the consideration derived 
by the taxpayer from the disposition exceeds the 
adjusted tax value of the property as at the date of 
disposition. 

(3) Subject to subsection (4), where in any income year any 
depreciable property (other than a building) is disposed of by a 
taxpayer for a consideration that is less than its adjusted tax 
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value at the time of disposition, the amount by which the 
adjusted tax value of the property as at the date of disposition 
exceeds the consideration derived by the taxpayer from the 
disposition shall be deducted from the assessable income of 
that taxpayer in the income year in which the sale or 
disposition occurs. 

(4) Where any property of a taxpayer-
(a) Was, at any time during the time it was owned by that 

taxpayer, subject to paragraph (d) or paragraph (e) of 
section EG 2 (1) of tbis Act, or to paragraph (d) or 
paragraph (e) of section 108A (1) of the Income Tax 
Act 1976; or 

(b) Was, in the 1992-93 income year or any earlier income 
year, property on which the deduction on account of 
depreciatIon allowed to the taxpayer by the 
Commissioner under section 108 of the Income Tax 
Act 1976 (as that section was then in force) was less 
than the deduction that the Commissioner would 
have allowed the taxpayer if the taxpayer had used 
the property wholly m the gaining or producing of 
assessab1e income or in carrying on a business for the 
purpose of gaining or producing assessable income on 
account of the property not being wholly so used,-

the amount of any-
(c) Assessable mcome under subsection (2) where the 

property is disposed of for a consideration that is less 
than or equaf to the cost of the property to the 
taxpayer; or 

(d) Deduction under subsection (3)-
shall be calculated in accordance with the following formula: 

where-

_a_ Xd b-c 

a is the total of all deductions actually taken in each of 
the income years in which the taxpayer owned the 
property in accordance with section EG 1 of this Act 
or section 108 of the Income Tax Act 1976; and 

b is the cost of the property to that taxpayer; and 
c is the adjusted tax vruue of the property on the day 

on which the property is disposed of; and 
d is the amount of income calculated in accordance 

with subsection (2)(b) or deduction calculated in 
accordance with subsection (3). 



1994, No. 164 Income Tax 2149 
s. EG 19 

(5) Where a taxpayer receives an insurance payment or an 
indemnity payment or any other compensation ID respect of 
any item of depreciable property (other than a payment for 
property which is irreparably damaged), there shall be 
deducted from the adjusted tax value of that property an 
amount equal to the amount by which the compensation 
received exceeds any expenditure incurred by the taxpayer in 
respect of the event for which the taxpayer received the 
compensation. 

(6) Where the adjusted tax value of any depreciable property 
of a taxpayer becomes nef?ative in any income year as a 
consequence of the applicatIon of subsection (5), an amount 
equal to that negative amount shall be included in the 
assessable income derived by the taxpayer in that income year. 

(7) Subject to this Act, where any depreciable property has 
been disposed of-

(a) Other than in accordance with a matrimonial agreement; 
and 

(b) Along with any other property; or 
(c) For a consideration that the Commissioner believes is not 

the market value; or 
(d) In accordance with subparagraph (ii) or subparagraph (iii) 

of paragraph (a) of the definition of "disposal" in 
subsection (9),-

the Commissioner shall deem the property to have been 
disposed of for a consideration equal to the property's market 
value or, if the market value cannot be ascertained, for a 
consideration specified by the Commissioner. 

(8) This section shall, so far as it is applicable and with any 
necessary modifications, apply in any case where, for any 
reason, including-

(a) The formation or dissolution of a partnership; or 
(b) A variation in the constitution of a partnership, or in the 

interests of the partners,-
a taxpayer sells or otherwise disposes of a share or interest in 
any property or a change has occurred in the ownership of, or 
in the share or interest of a taxpayer in, any property and this 
section would apply if the taxpayer had been the sole owner of 
the property. 

(9) In this section,
"Disposal" -

(a) Includes-



2150 
s. EG 19 

Income Tax 1994, No. 164 

(i) The acquisition of property of a taxpayer by 
any person empowered to do so by 
statutory authority: 

(ii) Ceasing to use in New Zealand and taking 
out of New Zealand for use outside New 
Zealand any property of a taxpayer in 
respect of which a first-year allowance has 
been granted under section 112 of the 
Income Tax Act 1976 as that section was 
in force before its repeal by the Income 
Tax Amendment Act 1993 (other than 
under subsection (8) of that section), 
except where the Commissioner is 
satisfied that-

(A) The property has been taken out of 
New Zealand only temporarily; and 

(B) The property will, after its return to 
New Zealand, be used in or for the 
purpose of a business in New Zealand: 

(iii) In any income year, any change of use, or 
change of location of use, occurring in a 
preceding income year, as a consequence 
of which the application of section EG 2 
gives rise to a nil deduction on account of 
depreciation for that subsequent income 
year, in which case the property shall be 
deemed to have been disposed of on the 
first day of that subsequent income year 
and no deduction on account of 
depreciatio~ shall be claimed in that 
subsequent mcome year: 

(iv) Any event whereby the rights which 
constitute or are part of an item of 
intangible property will no longer be able 
to be exercised, at any time, by the 
taxpayer who owns that property: 

(v) Any event as a consequence of which the 
property is irreparabfy damaged; but 

(b) Does not include, in the case of intangible 
property, the disposal of that property as part of an 
arrangement to replace it with property of the same 
type: 
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"Software" means the copyright in software, the right to 
use the copyright in software, or the right to use 
software. 

(10) In this section,-
(a) In relation to any taxpayer, the adjusted tax value of any 

software for whose purchase or creation the taxpayer 
has claimed any deduction is its cost to the taxpayer 
less all deductions claimed by the taxpayer for its 
depreciation, purchase, or creation; and 

(b) The consideration derived from any disposition of 
property shall be treated as the amount so derived 
less any amount payable by the taxpayer in disposing 
of the property (not being an amount otherwise 
deductible under this Act). 

Cf. 1976, No. 65, s. 117 

SUBPART H-FINANCIAL ARRANGEMENTS 

EH 1. Accruals in relation to income and expenditure 
in respect of financial arrangements-(I) For tlie purpose 
of calcUlating the amount that shall be deemed to be income or 
expenditure of any person under subsections (2) to (6), regard 
shcill be had to the amount of all consideration provided to the 
person and by the person in relation to a financial arrangement 
less the amount of item z in paragraph (a) or paragraph (b) of 
the definition of "acquisition price". 

(2) Subject to this section, where any person is a holder or an 
issuer of a financial arrangement the amount that shall be 
deemed to be income or expenditure of that person in respect 
of the financial arrangement in any income year shall be an 
amount calculated using the yield to maturity method so as to 
result in the allocation to each income year of an amount that 
is fair and reasonable, and such amount of income or 
expenditure so allocated to each income year shall be income 
deemed to be derived by or expenditure deemed to be incurred 
by the person in respect of the financial arrangement in the 
income year: 

Provided that the Commissioner shall accept an alternative 
method to the yield to maturity method, that has regard to the 
principles of accrual accounting, and-

(a) Conforms with commercially acceptable practice; and 
(b) Except to the extent that the Commissioner may 

otherwise allow under subsection (7), is adopted by 
the person and is or will be consistently applied in 



2152 
s.EH 1 

Income Tax 1994, No. 164 

respect of all such financial arrangements for 
financial reporting purposes; and 

(c) Results in the allocation to each income year of amounts 
that are not materially different from amounts that 
would be calculated but for this proviso. 

(3) Notwithstanding subsection (2), but subject to the other 
provisions of this section, where in any income year the total 
value of all financial arrangements of which a person is a holder 
or an issuer has on no day within that income year exceeded 
$1,000,000 or such greater amount as the Governor·General 
may by Order in Council declare for the purposes of this 
section,-

(a) The person may calculate income or expenditure for that 
income year in respect of those financial 
arrangements by using the straight.line method so as 
to result in the allocation to that income rear and 
subsequent years of amounts that are fair and 
reasonable in respect of those arrangements; and 

(b) Where the straight-line method is used under 
paragraph (a), that method shall be used by the 
person in respect of all financial arrangements of 
which the person was the holder or issuer during that 
income year; and 

(c) Where the person has in accordance with this subsection 
calculated income or eXfenditure using the straight
line method in respect 0 a financial arrangement for 
any income year, the person shall, unless otherwise 
authorised in writing by the Commissioner, continue 
to use that method for calculating income or 
expenditure in respect of that financial arrangement 
for any subsequent year, until the maturity, 
remittance, sale, or other transfer of the 
arrangement, notwithstanding that the total value of 
all financial arrangements of which the person is 
holder or issuer may at any time in any such 
subsequent year exceed $1,000,000 or such other 
amount as may be declared for the purposes of this 
section,-

and any amount calculated in respect of a financial 
arrangement in accordance with this subsection shall be income 
deemed to be derived by or expenditure deemed to be incurred 
by the person in respect of the financial arrangement for the 
relevant income year. 

(4) For the purposes of subsection (3)-
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(a) The value of any financial arrangement to be taken into 
account in determining whether the total value of all 
financial arrangements of which a person is the 
holder or issuer on any day exceeds $1,000,000 or 
such other amount as may be declared for the 
purposes of this section shall be-

(i) In the case of a fixed principal financial 
arrangement, the nominal or face value of the 
arrangement; and 

(ii) In the case of a variable principal debt 
instrument, the amount owing by or to the person 
under the arrangement on the relevant day: 

(b) In the first income year for which income or expenditure 
is calculated under subsection (3) in respect of a 
financial arrangement that-

(i) Was acquired or issued by the person in a 
previous income year; and 

(ii) Continues to be held or issued by the person at 
the end of the first income year for which income or 
expenditure is calculated under subsection (3),-
the amount of income or expenditure of the person 
in respect of that financial arrangement for that first 
income year shall be an amount calculated in 
accordance with the following formula: 

a-b-c+d 
where-

a is the sum of all amounts that would have 
been income derived by the person in 
respect of the financial arrangement if the 
straight-line method referred to in 
subsection (3) had been applied to the 
financial arrangement from tne date it was 
acquired or issued by the person until the 
end of that first income year; and 

b is the sum of all amounts that would have 
been expenditure incurred by the person in 
respect of the financial arrangement if the 
straight-line method referred to in 
subsection (3) had been applied to the 
financial arrangement from the date it was 
acquired or issued by the person until the 
end of that first income year; and 
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c is the sum of all amounts of income deemed 
to have been derived by the person in 
respect of the financial arrangement before 
the commencement of that first income 
year; and 

d is the sum of all amounts deemed to have 
been expenditure incurred by the person in 
respect of the financial arrangement before 
the commencement of that first income 
year;-

and any amount so calculated shall, if a positive 
amount, be deemed to be income derived by the 
person in that first income year and, if a negative 
amount, be deemed to be expenditure incurred by 
the person in that first income year. 

(5) Where it is not possible to calculate an amount that shall 
be deemed to be income or expenditure in respect of a 
financial arrangement using the yield to maturity method as 
provided for in subsection (2) or (in a case to which 
subsection (3) applies) the straight-line method as provided for 
in subsection (3), the amount that shall be deemed to be income 
or expenditure of the person in any income year shall be an 
amount calculated by the person-

(a) Using the method, if any, prescribed by the Commissioner 
for the financial arrangement in a determination 
made under section 90 (1)(c) of the Tax Administra
tion Act 1994: 

Provided that the Commissioner shall accept an 
alternative method to the methodlrescribed in any 
such determination that has regar to the principles 
of accrual accounting, and-

(i) Conforms with commercially acceptable 
practice; and 

(ii) Except to the extent that the Commissioner 
may otherwise allow under subsection (7), is adopted 
by the person and is or will be consistently applied in 
respect of all such financial arrangements for 
financial reporting purposes; and 

(iii) Results in the allocation to each income year of 
amounts that are not materially different from the 
amounts that would be calculated, but for this 
proviso: 

(b) In the absence of any such determination, by applying a 
method that satisfies subparagraphs (i) and (ii) of the 
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proviso to paragraph (a) and that results in the 
allocation to each income year of an amount that, 
having regard to the tenor of subsection (2), is fair 
and reasonable,-

and such amount of income or expenditure so allocated to each 
income year shall be income deemed to be derived or, as the 
case may be, expenditure deemed to be incurred by the person 
in the income year. 

(6) Notwithstanding subsections (2) and (5), the 
Commissioner shall accept an alternative method for 
calculating the amount that shall be deemed to be income or 
expenditure of the person, in respect of a financial 
arrangement, to the methods provided for under 
subsections (2) and (5), if the alternative method has regard to 
market valuation, and-

(a) Conforms with commercially acceptable practice; and 
(b) Except to the extent that the Commissioner may 

otherwise allow under subsection (7), is adopted by 
the person and is or will be consistently applied in 
respect of all such financial arrangements for 
financial reporting purposes; and 

(c) Either-
(i) The business of the person comprises dealing in 

such financial arrangements; or 
(ii) The financial arrangement is a forward or 

future contract for foreign exchange, or a futures 
contract; and 

(d) The market, the method, and the source of the 
information used to determine the market values 
have been approved by the Commissioner under a 
determination issued under section 90 (1)(e) of the 
Tax Administration Act 1994; and 

(e) The person and any other person who is a holder (where 
the person is an issuer) or an issuer (where the person 
is a holder) of the flnancial arrangement are not 
associated persons,-

and such amount of income or expenditure so calculated shall 
be income deemed to be derived or, as the case may be, 
expenditure deemed to be incurred by the person in respect of 
the financial arrangement in the income year: 

Provided that where income or expenditure in respect of a 
financial arrangement has been calculated by a person under 
this subsection, income or expenditure in respect of that 
financial arrangement shall, except as otherwise allowed under 
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subsection (7), continue to be calculated on that basis by that 
person until the maturity, remittance, sale, or other transfer of 
the arrangement. 

(7) Where a method of calculating income or expenditure in 
respect of a financial arrangement fails to satisfy the 
requirements of rarayaph (b) of the proviso to subsection (2) or 
subparagraph (li) 0 the proviso to subsection (5)(a) or 
subsection (6)(b) by virtue of the fact that the method is not or 
will not be consistently applied by a person in respect of all 
such financial arrangements for financial reporting p~oses, 
that method shall nevertheless be deemed to satisty the 
relevant one of those provisions where the method-

(a) Appropriately reflects the dominant purpose for which 
the person acquired or issued the financial 
arrangement (or each such arrangement); and 

(b) Has been and will be consistently applied by the person in 
respect of the particular financial arrangement (or 
each such financial arrangement) for the purposes of 
the qualified accruals rules for every income year 
during its term (except to the extent that the 
Commissioner approves or may approve a change in 
method under the circumstances or conditions 
specified in a determination under section 90 (1 )(f) of 
the Tax Administration Act 1994); and 

(c) Is not adopted for purposes that include the purpose of 
tax avoidance; ana 

(d) Has been approved by the Commissioner for adoption in 
the circumstances applicable to the taxpayer either 
by notice in writing to the taxpayer or in a 
determination issued under section 90 of the Tax 
Administration Act 1994. 

(8) Subsections (2) to (6) shall not apply
(a) To a cash basis holder: 
(b) In relation to a financial arrangement and a person, in 

any income year where section EH 4 applies to that 
person and to that financial arrangement: 

(c) In relation to a financial arrangement where-
(i) The financial arrangement is held by a trustee 

upon trust for the management of compensation paid 
for personal injury where that compensation is paid 
under the Workers Compensation Act 1956 or the 
Accident Compensation Act 1972 or the Accident 
Compensation Act 1982 or the Accident 
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Rehabilitation and Compensation Insurance Act 1992 
or an order of Court; and 

(ii) The trustee is, or if it were a natural person 
would be, a cash basis holder in respect of the 
financial arrangement. 

(9) For the purposes of this section the Commissioner may 
determine whether and to what extent any issuer or class of 
issuers shall not be required to comply with this section in 
relation to expenditure mcurred or income derived in respect 
of any class of financial arrangements, having regard to-

(a) The nature and amount of the expenditure incurred or 
income derived by the issuer or class of issuers in 
respect of financial arrangements of that class: 

(b) The costs of the issuer or class of issuers in complying 
with this section in relation to the class of firiancial 
arrangements: 

(c) Whether, in respect of that issuer or class of issuers and 
that class of financial arran~ements, the difference 
between expenditure which IS deductible or income 
which is assessable under this section other than this 
subsection, and expenditure or income which would 
be deductible or assessable if the discretion given to 
the Commissioner under this subsection were 
exercised, is not a material amount. 

(10) The Commissioner may at any time cancel any 
determination made in respect of any person or class of 
persons under subsection (9). 

Cf. 1976, No. 65, s. 64c 

EH 2. Excepted financial arrangement that is part of 
financial arrangement-The amount of the income deemed 
to be derived or the expenditure deemed to be incurred by a 
person in respect of a firiancial arrangement under the qualified 
accruals rules shall not include the amount of any income, gain 
or loss, or expenditure, that is solely attributable to an excepted 
financial arrangement that is part of the financial arrangement. 

Cf. 1976, No. 65, S. 64cA 

EH 8. Cash basis holder-( 1) Subject to this section, a 
natural person shall be a cash basis holder in respect of 
financial arrangements held by that person in any income year, 
where-

(a) Either-
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(i) The income derived by that person in that 
income year in respect of those financial 
arrangements, calculated in accordance with 
section EH 1 or section EH 4, does not exceed 
$70,000 (or such greater amount as the Governor· 
General may by Order in Council declare); or 

(ii) The total value of financial arrangements held 
by the person in the income year does not exceed at 
any time in the income year $600,000 (or such 
greater amount as the Governor-General may by 
Order in Council declare), the value in respect of each 
financial arrangement being,-

(A) In the case of a fixed principal financial 
arrangement, the greater of the 
acquisition price of the arrangement or 
the nominal or face value of the 
arrangement; and 

(B) In the case of a variable principal debt 
instrument, the amount ot money owing 
to the person according to the 
arrangement; and 

(b) The difference between the following amounts does not 
exceed $20,000 (or such greater amount as the 
Governor-General may by Order in Council declare): 

(i) The amount of income that would be calculated 
by the person for the income year-

(A) Using, at the option of the person, either the 
yield to maturity method or the straight
line method referred to in section EH 1 (3) 
(regardless of whether or not the person is 
entitled or has opted to use that method) 
or, where it is not possible to calculate an 
amount of income or expenditure in 
respect of the financial arrangements by 
using either of those methods, an 
alternative method approved by the 
Commissioner; and 

(B) Under section EH 4,-
in respect of financial arrangements held by the 
person at the end of the income year: 

(ii) The amount of income that would be calculated 
by the person for the income year in respect of 
financial arrangements held by the person at the end 



1994, No. 164 Income Tax 2159 
s.EHS 

of the income year if the person were a cash basis 
holder. 

(2) Notwithstanding anything m subsection (1), the 
Commissioner may-

(a) Where the Commissioner is satisfied, having regard to the 
tenor of section EH 1 (2), that treatment of a class of 
financial arrangements other than under section EH 1 
results in a fair and reasonable allocation of income 
or expenditure among income years, deem natural 
persons to be cash basis holders in respect of such 
financial arrangements: 

(b) Where the Commissioner is satisfied that a class of 
financial arrangements has been structured and 
promoted with the objective of postponing any 
liability to income tax which would have arisen had 
those financial arrangements not been so structured, 
deem natural persons not to be cash basis holders in 
respect of such financial arrangements. 

(3) In any income year where a person who was a cash basis 
holder in the previous income year ceases to be a cash basis 
holder, the person shall take into account, in calculating 
assessable income for the income year, an accruals basis 
adjustment, in respect of every financial arrangement (other 
than arrangements that are already dealt with according to 
section EH 1 or in respect of which the Commissioner has 
exercised the discretion given under subsection (2)(a)) acquired 
in a previous income year and held by the person at the end of 
the income year equal to an amount calcUlated in accordance 
with the following formula: 

a-b-c+d 
where-

a is the sum of all amounts which would have been 
assessable income derived by the person in respect of 
the financial arrangement from the date it was 
acquired to the end of the income year if the person 
had not been a cash basis holder at any time during 
that period; and 

b is the sum of all amounts that would have been 
deductible expenditure of the person in respect of the 
financial arrangement from the date the financial 
arrangement was acquired to the end of the income 
year if the person had not been a cash basis holder at 
any time during the period; and 
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c is the sum of all amounts of assessable income of the 
person in respect of the financial arrangement since it 
was acquired to the end of the previous income year; 
and 

d is the sum of all amounts that have been deductible 
expenditure of the person in respect of the financial 
arr~ge~ent since it was acquired to the end of the 
preVIOUS mcome year,-

and the person shall not take into account in the income year 
any income or expenditure in respect of any such financial 
arrangement except that calculated under the accruals basis 
adjustment. 

(4) In any income year where a person who was not a cash 
basis holder in the previous income year becomes a cash basis 
holder, that person may take into account, in calculating 
assessable income for the income year, a cash basis adjustment, 
in respect of every financial arrangement (other than 
arrangements already treated on a cash basis) acquired in a 
previous income year and held by the person at the end of the 
income year, equal to an amount calculated in accordance with 
the following formula: 

a-b-c+d 
where-

a is the sum of all amounts which would have been 
assessable income derived by the person in respect of 
the financial arrangement from the date it was 
acquired to the end of the income year if the person 
had been a cash basis holder in respect of the 
financial arrangement for the whole of that period; 
and 

b is the sum of all amounts which would have been 
deductible expenditure of the person in respect of the 
financial arrangement from the date the financial 
arrangement was acquired to the end of the income 
year if the person had been a cash basis holder in 
respect of the financial arrangement for the whole of 
the period; and 

c is the sum of all amounts treated as assessable income 
of the person in respect of the financial arrangement 
~ince it was acquired to the end of the previous 
mcome year; and 
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d is the sum of all amounts that have been deductible 
expenditure of the person in respect of the financial 
arr~ge~ent since It was acquired to the end of the 
preVIOUS mcome year,-

and, where the cash basis adjustment has been taken into 
account, the person shall not take into account any income or 
expenditure in respect of any such financial arrangement in the 
year except that calculated under the cash basis adjustment: 

Provided that the person shall be deemed not to be a cash 
basis holder in relation to any financial arrangement in respect 
of which the person does not take into account a cash basis 
adjustment. 

(5) The amount of the accruals basis adjustment or the cash 
basis adjustment in respect of any financial arrangement and 
any income year shall,-

(a) Where it is a positive amount, be income deemed to be 
derived by the holder in the income year; and 

(b) Where it is a negative amount, be deemed to be an 
allowable deduction in calculating the assessable 
income of the holder in the income year. 

(6) For the purposes of subsection (1), but subject to 
subsections (7) and (8),-

(a) All income in respect of financial arrangements assessable 
as trustee income or beneficiary income under the 
trust rules and sections HI 1 to HI 5 shall be 
disregarded, as shall the value of all such financial 
arrangements producing such income; and 

(b) No person who holds such financial arrangements shall be 
a cash basis holder in relation to such financial 
arrangements. 

(7) Subsection (6) shall not apply to financial arrangements 
held on a bare trust, or to income in respect of such financial 
arrangements, and the financial arrangements held and the 
income derived by the trustees shall be treated as being held or, 
as the case may be, derived by a beneficiary of the trust to the 
extent of the beneficiary's share of the beneficial interest in the 
financial arrangement. 

(8) Where a deceased person was at the time of his or her 
death a cash basis holder,-

(a) Nothing in subsection (6) or in any requirement under this 
section that a cash basis holder be a natural person 
shall, in respect of the income year in which the 
death occurred and in each of the 4 immediately 
succeeding income years, apply to prevent the trustee 
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of the estate of the deceased person from being a 
cash basis holder for the purposes of this Act in 
respect of financial arrangements issued or held by 
the estate, where the estate would otherwise quality 
as a cash basis holder under this section; but 

(b) If at any time during those income years the estate ceases 
to so otherwise qualify as a cash basis holder, it shall 
not again quality to become a cash basis holder by 
operation of paragraph (a);-

and for the purposes of subsections (3) and (4) any trustee of an 
estate who is a cash basis holder under this subsection shall be 
deemed to be the same person as the deceased cash basis 
holder. 

(9) For the purposes of subsection (1)
(a) Financial arrangements held; and 
(b) Income required to be returned in respect of those 

financial arrangements under section 42 (1) of the 
Tax Administration Act 1994,-

by a partnership shall be treated as being held or, as the case 
may De, derived by each partner to the extent of the partner's 
share in the financial arrangements held by the partnership or, 
as the case may be, the income of the partnership in respect of 
financial arrangements. 

ef. 1976, No. 65, s. 64D 

EH 4. Income and expenditure where financial 
arrangement redeemed or disposed of-( 1) Subject to 
subsection (2), where, in relation to any person, a financial 
arrangement matures or is remitted (other than by way of 
being written off as a bad debt), sold, or otherwise transferred 
by the person in any income year, the amount of the base price 
adjustment in relation to that income year, that person, and 
that financial arrangement shall be an amount calculated in 
accordance with the following formula: 

a - (b + c) 
where-

a is-
(i) In the case of a holder, the sum of-

(A) The amount of all consideration that has 
been paid, and all further consideration 
that has or will become payable, to the 
person; and 
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(B) Any amounts that have been remitted by the 
person and that are not included in 
subsubparagraph (A): 

(ii) In the case of an issuer, the amount of all 
consideration that has been paid, and all further 
consideration that has or will become payable, by the 
person-
m relation to the financial arrangement; and 

b is the acquisition price of the financial arrangement in 
relation to the person; and 

c is-
(i) In the case of a holder, all amounts that are 

income derived, less the aggregate of amounts of 
expenditure deemed to be incurred under 
section EH 1 or section EH 6 or deemed to be an 
allowable deduction under section EH 3 by the 
person in respect of the financial arrangement in all 
previous income years since the acquisition of the 
financial arrangement; and 

(ii) In the case of an issuer, all amounts of 
expenditure incurred in respect of the financial 
arrangement in all previous income years since the 
issue of the financial arrangement, less the aggregate 
of-

(A) All amounts that are income deemed to be 
derived under section EH 1 or 
section EH 3 or section EH 6 by the 
person in respect of the financial 
arrangement in all previous income years 
since the issue of the financial 
arrangement; and 

(B) All amounts that are dividends within the 
meaning of section CF 2 (1 )(b) or (being 
dividends which, if the transaction giving 
rise to the dividend had been effected 
with a shareholder of the relevant 
company, would have been dividends 
within the meaning of section CF 2 (1)(b)) 
within the meaning of section CF 2 (1 )(k), 
that are derived by the person in respect 
of the financial arrangement; and 

(C) All amounts that are assessable income of the 
person under section DC 2 (1) in respect 
of the financial arrangement, 
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(2) Where, in relation to a financial arrangement, a person is 
a cash basis holder, and the financial arrangement matures or is 
remitted (other than by way of being written off as a bad debt), 
sold, or otherwise transferred by that person in any income 
year, the amount of the cash base price adjustment in relation 
to that income year, that person, and that financial 
arrangement shall be an amount calculated in accordance with 
the following formula: 

a - (b + c) 
where-

a is the sum of all consideration derived in respect of 
the financial arrangement by the person, and 
amounts remitted by the person; and 

b is the acquisition price of the financial arrangement; 
and 

c is the sum of all amounts that are income derived by 
the person, less the aggregate of amounts of 
expenditure deemed to be incurred under 
sections EH 1 and EH 6 or deemed to be an allowable 
deduction under section EH 3. 

(3) Subject to subsection (5), the amount of the base/rice 
adjustment in relation to any financial arrangement an any 
income year shall,-

(a) In relation to a holder,-
(i) Where it is a positive amount, be deemed to be 

income derived by the holder in the income year; and 
(ii) Where it is a negative amount, be deemed to be 

an allowable deduction in calculating the assessable 
income of the holder in the income year: 

(b) In relation to an issuer,-
(i) Where it is a positive amount, be deemed to be 

expenditure incurred by the issuer in the income 
year; and 

(ii) Where it is a negative amount, be deemed to be 
income derived by the issuer in the income year. 

(4) Subject to subsection (5), the amount of the cash base 
price adjustment in relation to any financial arrangement and 
any income year shall,-

(a) Where it is a positive amount, be deemed to be income 
derived by the cash basis holder in the income year; 
and 
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(b) Where it is a negative amount, be deemed to be an 
allowable deduction in calculating the assessable 
income of the cash basis holder in the income year. 

(5) Notwithstanding anything in section GD 11 (8), where a 
finaDcial arrangement is sold or otherwise transferred by a 
person for a consideration influenced by-

(a) A decline in the creditworthiness of the issuer between 
the date of acquisition of the financial arrangement 
by the holder and the date of sale or other transfer; 
or 

(b) An increase in the possibility that the issuer may fail to 
meet any obligations under the financial arrangement 
between the date of acquisition of the fillancial 
arrangement by the holder and the date of sale or 
other transfer; or 

(c) The occurrence of any event reducing or cancelling the 
obligations of an issuer under the financial 
arrangement,-

there shall, in calculating the base price adjustment or cash 
base price adjustment, be deemed to have become payable to 
the holder all amounts that would have been received but for 
the factors listed above: 

Provided that this subsection shall not apply where the 
business of the holder comprises holdin~ or deaJirig in financial 
arrangements of that class, and the ISsuer of the financial 
arrangement and the holder are not associated persons. 

(6) Where an amount owing under a debt (including any 
amount accrued and unpaid at the time of the forgiveness) IS 
forgiven by a natural person in consideration of natural love 
and affection, the amount forgiven shall, for the purposes of 
the qualified accruals rules, be deemed to have been paid when 
the amount is forgiven. 

(7) Where-
(a) A person has been released from the obligation to make 

payment of an amount-
(i) Under a financial arrangement by operation of 

section 114 of the Insolvency Act 1967; or 
(ii) Of tax. or duty which is remitted or waived 

under any of the Inland Revenue Acts or section 114 
of the Accident Compensation Act 1982 or section 77 
of the Accident Rebabilitation and Compensation 
Insurance Act 1992; and 
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(b) That amount would, but for this subsection, be taken into 
account in determinin~ the assessable income of that 
person under the qualified accruals rules,-

that amount shall, for the purpose of determining the 
assessable income of that person, and notwithstanding the 
qualified accruals rules (other than this subsection), be deemed 
to have been paid under that financial arrangement when the 
obligation to iDake payment has been so released. 

(8) Notwithstanding anything in this Act, where and to the 
extent that a person (in this subsection called the "surety") 
suffers expenditure or a loss under a security arrangement and 
the expenditure or loss, in whole or in part, is due to-

(a) The actions of; or 
(b) The occurrence, or failure to occur, of an event that was 

potentially or actually subject to the influence of
the surety or any person with whom the surety was, during the 
term of the security arrangement, an associated person, no 
deduction shall be allowed to the surety or any person in 
relation to the expenditure or loss. 

(9) In this section-
(a) The expression "holder", in relation to a financial 

arrangement, includes a person who ceases to be a 
holder of the financial arrangement as provided in 
subsection (1) or subsection (2): 

(b) The expression "issuer" , in relation to a financial 
arrangement, includes a person who ceases to be an 
issuer of the financial arrangement as provided in 
subsection (1): 

(c) A financial arrangement shall be deemed to be remitted 
where-

(i) The issuer has been discharged from making all 
remaining payments under that financial 
arrangement without fully adequate consideration; or 

(ii) The issuer has been released from making all 
remaining payments under that financial 
arrangement by the operation of the Insolvency Act 
1967 or the Companies Act 1955 or the Companies 
Act 1993 or the laws of any country or territory other 
than New Zealand, or by any deed or agreement of 
composition with its creditors; or 

(iii) All of the remaining payments under the 
financial arrangement have become irrecoverable or 
unenforceable by action through the lapse of time: 
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(d) Where a person ceases to be a New Zealand resident any 
financial arrangement in relation to which that 
person is an issuer or a holder shall be deemed, in 
relation to the person, to have been transferred for its 
market value at that date. 

C£ 1976, No. 65, s.64F; 1994, No. 76, s. 11 

EH 5. Accrued income written off-(I) A deduction shall 
be permitted to a person for an amount written off by the 
person as a bad debt in respect of a financial arrangement 
where and to the extent that-

(a) The person derives income in respect of the financial 
arrangement under any of sections EH 1, EH 3 (3), 
EH 4, and EH 6; and 

(b) The amount written off is attributable to that income. 
(2) A deduction shall be permitted to a person for an amount 

wntten off by the person as a bad debt in respect of a financial 
arrangement (not being an amount deductible under 
subsection (1)) where-

(a) The person-
(i) Carries on a business which comprises holding or 

dealing in such financial arrangements; and 
(ii) Is not associated with the person owing the 

amount written off; or 
(b) The financial arrangement is a trade credit and the 

person carries on a business of dealing in the goods or 
services for which the trade credit is a debt. 

(3) Where a person receives a security payment in relation to 
a loss and a deauction is not allowable for the loss in calculating 
the assessable income of the person other than under this 
subsection, the person shall be allowed a deduction for the loss 
no greater than the amount of the security payment. 

(4) A deduction for bad debts shall be permitted under this 
section only where the requirements of section DJ 1 (a)(iii) and 
(iv) have been met. 

(5) A deduction for a share loss (within the meaning of 
section DJ 1 (b)) shall be permitted under subsection (3) of this 
section only where the requirements of section DJ 1 (b) have 
been met. 

Cr. 1976, No. 65, s.64G 

EH 6. Post facto adjustment-(I) A financial arrangement 
shall be subject to the provisions of this section where-
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(a) Any of the amount or amounts payable under the 
financial arrangement are determined in the terms of 
the financial arrangement, as to whole or part, at the 
discretion of either the issuer or the holder, or both of 
them, or at the discretion of any other person where 
either the issuer or the holder and the other person 
are associated persons; and 

(b) The change in the amount or amounts payable under the 
financial arrangement upon the exercise of a 
discretion as provided for in paragraph (a) does not 
reflect changes in economic, commodity, industrial, 
or financial indices or banking or general commercial 
rates; and 

(c) The making of such financial arrangements is not 
generally accepted commercial practice; and 

(d) The effect of the arrangement is to defeat the intent and 
application of the qualified accruals rules. 

(2) Where a financial arrangement is subject to the provisions 
of this section, both the holder and the issuer of the financial 
arrangement shall be required to calculate a post facto 
adjustment in respect of the following income years: 

(a) The income year in which the person ceases to be a 
holder or an issuer, as the case may be, in respect of 
the financial arrangement: 

(b) Where the ferson has not ceased to be a holder or an 
issuer 0 the financial arrangement at the end of the 
5th income year followin~ the year of its issue or 
acquisition by the person, m that 5th income year: 

(c) Until the person ceases to be an issuer or a holder in 
respect of the financial arrangement, in every 5th 
income year succeeding the income year in which the 
post facto adjustment was last required to be made 
under this section. 

(3) In order to calculate the post facto adjustment, a person 
shall-- . 

(a) Having regard to all amounts specified in section EH 1 (1) 
which have been paid or are payable, in respect of 
the financial arrangement, since acquisition or issue 
of the financial arrangement by the person to the end 
of the income year in which the post facto 
adjustment applies, calculate amounts of income or 
expenditure from the arrangement for each income 
year using the yield to maturity method as prescribed 
in a determination made by the Commissioner for the 
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purposes of section EH 1 (2): 
Provided that where the post facto adjustment is 

made at a time determined by subsection (2)(b) or 
subsection (2)(c), the person shall, for the purpose of 
the post facto adjustment calculation, be aeemed to 
have transferred the financial arrangement for an 
amount equal to its market value on the last day of 
the income year or, where there is no such market 
value, for such amount as the Commissioner 
determines; and 

(b) Recalculate assessable income derived or loss incurred in 
each income year using the amounts calculated under 
paragraph (a) in substitution for the amounts 
previously calculated in respect of the financial 
arrangement for each income year. 

(4) Where a person has been required to calculate the post 
facto adjustment, the person shall be required to make a special 
return in respect of the post facto adjustment in the form 
required by tile Commissioner, no later than the time at which 
that person is required to file an annual return for the year in 
which the post facto adjustment is made. 

(5) Notwithstanding the time bar, the Commissioner shall 
reassess the person's income derived in the income years to 
which the post facto adjustment relates in accordance with the 
alterations to that income as calculated by the post facto 
adjustment. 

C£ 1976, No. 65, s. 641 

EH 7. Variable erincipal debt instruments-For the 
purposes of the qualified accruals rules, where a person is a 
party to a vanable principal debt instrument on the 
unplementation date, the person shall be deemed to have 
acquired or, as the case may be, issued it on that day for a 
consideration equal to the amount of money that would be 
payable to the Ilolder on that day if the amount or amounts 
payable under the financial arrangement were due and payable 
on that day. 

C£ 1976, No. 65, s. 64B 

EH 8. Relationship with rest of Act-( 1) Notwithstanding 
any other provision in this Act, in an income year in which a 
person is required to take into account income or expenditure 
ID respect of a financial arrangement under the qualified 

G-16 
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accruals rules, that income or expenditure shall be calculated 
under those rules. 

(2) Where-
(a) ProP:l is transferred under a financial arrangement; 

(b) The price at which the property is transferred under the 
financial arrangement includes an amount that is 
deemed to be income derived or expenditure 
incurred by a person in respect of the financial 
arrangement under the qualified accruals rules; and 

(c) The property or the consideration given for the property 
is relevant under any other provision of this Act for 
the purpose of calculating the person's assessable 
income-

the amount taken into account as the price or cost price or 
selling price of or capital expenditure incurred in respect of the 
property (or in any other way as the consideration given in 
exchange for the property) for the purpose of calculating the 
person's assessable income under the oilier provision of thiS Act 
shall be-

(d) In the case of a holder,-
(i) Decreased by the amount of the income referred 

to in paragraph (b); and 
(ii) Increased by the amount of the expenditure 

referred to in paragraph (b): 
(e) In the case of an issuer,-

(i) Increased by the amount of the income referred 
to in paragraph (b); and 

(ii) Decreased by the amount of the expenditure 
referred to in paragraph (b). 

e£ 1976, No. 65, s. 64L 

EH 9. Application of accruals rules-The accruals rules 
shall not apply-

(a) In relation to a person and a financial arrangement, where 
the financial arrangement was issued or acquired by 
the person before the implementation date for the 
financial arrangement; or 

(b) In relation to a financial arrangement, where the issue, in 
the case of an issuer, or acquisition, in the case of a 
holder, of the financial arrangement is under a 
binding contract in existence before the 
implementation date in relation to that financial 
arrangement: 

C-16* 
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Provided that this paragraph shall not apply in 
relation to a rollover, extension, or advance provided 
for before the implementation date in relation to the 
financial arrangement where the rollover, extension, 
or advance occurs on or after 1 April 1990; or 

(c) In relation to a person and a financial arrangement, where 
the person acquired the financial arrangement in 
accordance with a matrimonial agreement and the 
transferor, in relation to the financial arrangement, 
was a person to whom paragraph (a) or paragraph (b) 
applied; or 

(d) In relation to a financial arrangement, where the issue, in 
the case of an issuer, or acquisition, in the case of a 
holder, of the financial arrangement is under and in 
terms of a rollover, extension, or advance provided 
for before the implementation date in relation to the 
financial arrangement and the rollover, extension, or 
advance occurs before 1 April 1990; or 

(e) To the determination of-
(i) Income of or expenditure incurred by a person 

not resident in New Zealand in relation to a fuiancial 
arrangement where and to the extent that the 
financial arrangement does not relate to a business 
carried on by that person through a fixed 
establishment in New Zecil.and; or 

(ii) Non-resident withholding income; or 
(f) In relation to a financial arrangement to the extent that 

the income or expenditure incurred by a person in 
respect of the financial arrangement consists of 
interest payable to or by the Commissioner under 
section 121 or section 122 of the Tax Administration 
Act 1994, being interest payable in relation to the tax 
on income derived in the 1994-95 income year or 
any subsequent year. 

Cf. 1976, No_ 65, s. 64M 

SUBPART I-INCOME EQPAUSATION 

Ell. Income equalisation deposits-( 1) Subject to this 
section, any taxpayer engaged in any farming or agricultural 
business on any land in New Zealand or in any business of 
fishing or any taxpayer (not being a company, or a public 
authority, or a Maori authority, or an unincorporated body) 
who derives assessable income from forestry in New Zealand 
may during any accounting year make payments to the 
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Commissioner by way of income equalisation deposits in 
respect of that accoWlting year: 

Provided that where a taxpayer makes any payment by way 
of deposit Wlder this section during the specified period in 
relation to an accoWlting year, or within such later time as the 
Commissioner may allow in any case or class of cases, that 
payment shall, if the taxpayer so elects by notice in writing 
given to the Commissioner at the time of making the payment, 
be deemed to have been made in respect of that accoWlting 
year: 

Provided also that where a refund has been made to a 
taxpayer in respect of an accoWlting year in accordance with 
section El 4, no payment by way of deposit shall subsequently 
be made Wlder this section by the taxpayer in respect of that 
accoWlting year except where the Commissioner is satisfied 
that the amoWlt of die refund has, before the making of the 
subsequent payment by way of deposit, been wholly applied for 
the purposes of the development or expansion of the business. 

(2) Every amoWlt received by the Commissioner from any 
taxpayer Wlder this section shall be deemed to be public 
money and shall be paid into a Crown Bank. AccoWlt in 
accordance with the Public Finance Act 1989, such accoWlt to 
be known as the Income Equalisation Reserve AccoWlt, and 
shall be entered in an income equalisation· accoWlt to be kept 
by the Commissioner in the name of the taxpayer. No other 
amoWlts, except interest payable Wlder section El 2, shall be 
entered in the taxpayer's mcome equalisation accoWlt. No 
amoWlt entered in such accoWlt shall be paid to any person 
except by way of refund as provided in this Act. 

(3) No taxpayer shall be entitled to make any payment by 
way of deposit Wlder this section in respect of any accoWlting 
year whicn-

(a) Is less than $200 or the amoWlt that will increase the 
aggregate amoWlt of all payments by way of deposits 
previously made by the taxpayer Wlder this section in 
respect of that accoWlting year to the taxpayer's 
maximum deposit in respect of that year, whichever 
amoWlt is the smaller; or 

(b) Is greater than the amoWlt that will increase the 
aggregate amoWlt of all payments by way of deposits 
previously made by the taxpayer Wlder this section in 
respect of that accoWlting year to the taxpayer's 
maximum deposit in respect of that year. 
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(4) Subject to sections El 7 and El 8, where the amoUnt, or 
the aggregate of all amounts, received by the Commissioner 
from any taxpayer under this section in respect of any 
accounting year exceeds the taxpayer's maximum deposit in 
respect of that accounting year, the Commissioner shall, as 
soon as possible after ascertaining the amount of that excess, 
refund the amount of the excess to the taxpayer. Nothing in 
sections El 3 to El 6 or section El 9 or section El 10 shall apply 
to any amount refunded under this subsection. 

(5) No amounts entered in any taxpayer's main income 
equalisation account shall be in any way assigned or charged or 
(except by reason of the bankruptcy of the taxpayer) pass to 
any other person by operation of law, or (except by reason of 
the bankniptcy of the taxpayer) be assets for the payment of 
the taxpayer's debts or 1ia.bilities or (in the event of the 
taxpayer's death) of the debts or liabilities of the taxpayer's 
estate, at any time before they have been duly refurided in 
accordance with this Act. 

Cr. 1976, No. 65, s. 176 

El 2. Interest on deposits in main income equalisation 
accounts-(I) Interest at the rate of 3% per annum shall be 
payable on deposits in main income equalisation accounts: 

Provided that no interest shall be payable on any such 
deposit that is withdrawn within 12 months of the date of the 
deposit. 

(2) Interest shall be computed with daily rests from the date 
of acknowledgement of the receipt of the payment of the 
deposit until the date the deposit is refunded. 

(3) All interest so computed on any deposit shall accrue until 
31 March in each year or until the date the deposit is refunded, 
whichever is the earlier, and shall then be added to and form 
part of the deposit for the purposes of this section and sections 
EI4 to El 10 (except section El 10 (5)). 

Cr. 1976, No. 65, s. 177 

El S. Deposits to be deducted from assessable 
income-Where any taxpayer makes any payments by way of 
deposits under section El 1 in respect of any accounting year in 
respect of the taxpayer's farming, agnculture, or fishing 
business or in respect of the taxpayer's assessable income from 
forestry, the Commissioner sIiall allow as a deduction in 
calculating the assessable income derived by the taxpayer from 
that business, or from forestry, in that year the aggregate 
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amount of those payments or the amount of the taxpayer's 
maximum deposIt in respect of that accounting year, 
whichever amount is the smaIler. 

Cf. 1976, No. 65, s. 178 

El 4. Refunds from main income equalisation 
accounts-( 1) Subject to this section, any taxpayer may at any 
time apply in writing to the Commissioner for a refund of the 
whole or any part or any amounts deposited under section Ell. 

(2) Subject to this section and to sections El 5 to El 10, no 
refunds shall be made of any amount that has been deposited 
under section El 1 less than 12 months before the date of the 
application for the refund. 

(3) Notwithstanding subsection (2), a refund shall be made of 
any amount deposited under section El 1 for 6 months or more 
before the date of the application for a refund in any case 
where the Commissioner is satisfied that the refund is 
required-

(a) To enable the taxpayer to undertake, immediately after 
the refund IS made, planned development or 
maintenance work in relation to the taxpayer's 
farming, agricultural, or fishing business or forestry 
operations; or 

(b) To enable the t~payer to purchase, immediately after 
the refund is made, livestock for use in the taxpayer's 
farming business; or 

(c) To avoid the suffering by the taxpayer of serious hardship; 
or 

(d) For any other purpose or purposes for which the 
Commissioner may at any time determine in a case 
or class of cases the refund should so be made. 

(4) Notwithstanding subsection (2), a refund shall be made of 
any amount deposited under section Ell, whether or not so 
deposited for 6 months or more before the date of the 
application for a refund, in any case where the Commissioner is 
satisfied that the refund is required-

(a) To enable the taxpayer to purchase, immediately after 
the refund is made, livestock for use in the taxpayer's 
farming business, that livestock being in replacement 
of livestock sold or otherwise disposed of or lost as a 
result of the occurrence of a self·assessed adverse 
event; or 

(b) To avoid the suffering by the taxpayer of serious 
hardship; or 
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(c) For any other purpose or J?urposes for which the 
Commissioner may at any tlffie detennine in any case 
or class of cases the refund should so be made. 

(5) Subject to sections EI5 to El 10, every refund of the 
whole or any part of any amount deposited under section El 1 
shall be deemed to have been made in respect of the 
accounting year in which the application for tne refund is 
received by the Commissioner, and the amount of the refund 
shall be deemed to be assessable income derived by the 
taxpayer in that accounting year: 

Provided that where an application is received by the 
Commissioner in the specified period in relation to an 
accounting year or within such later time as the Commissioner 
may allow in any case or class of cases, any refund made under 
that application shall, if the taxpayer so elects in that 
application, be deemed to have been made in respect of that 
accounting year, and the amount of the refund shall be deemed 
to be assessable income derived by the taxpayer in that 
accounting year. 

Cf. 1976, No. 65, s. 179 

El 5. Refund from main income equalisation account 
on retirement of taxpayer-( 1) Where the Commissioner is 
satisfied that any taxpayer (not being a ~ompany or a trustee) 
who has made payments by way of deposits under section El 1 
has during any accounting year (in this section referred to as 
the "year of retirement") retired from the business of farming 
or agriculture or fishing, the Commissioner shall refund to the 
taxpayer any amount remaining in the taxpayer's main income 
equalisation account. Any: amount so refurided shall be deemed 
to be assessable income derived by the taxpayer in the year of 
retirement: 

Provided that to the extent that the amount so refunded 
consists of a deposit or a part of a deposit made in respect of 
any accounting year earlier than the year of retirement, the 
taxpayer shall, if the taxpayer so elects by notice in accordance 
with subsection (2), be entitled to allocate to that earlier year an 
amount not exceeding the amount of that deposit or of that 
part of that deposit. Any amount so allocated to any such 
earlier year shalf be deemed to be assessable income derived by 
the taxpayer in that year. 

(2) Every notice under subsection (1) shall be in writing, and 
shcill be given to the Commissioner within the time within 
which the taxpayer is required to furnish a return of the 
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taxpayer's income for the year of retirement, or within such 
further time as the Commissioner may allow in any case or 
class of cases. 

(3) Notwithstanding the time bar, the Commissioner may, for 
the purpose of giving effect to this section, amend any 
assessment or assessments of the taxpayer at any time. 

Cf. 1976, No. 65, s. 180 

El 6. Refund &om main income equalisation account 
on death of taxpayer-( 1) Where any taxpayer (not being a 
taxpayer to whom section El 5 applies) who has made 
payments by way of deposits under section El 1 dies during any: 
accounting year (in this section referred to as the "year of 
death"), the Commissioner shall refund to the trustee of the 
taxpayer's estate any amount remaining in the taxpayer's main 
income equalisation account at the date of the taxpayer's 
death. Any amount so refunded shall be deemed to be 
assessable mcome derived by the taxpayer immediately before 
the taxpayer's death: 

Provided that to the extent that the amount so refunded 
consists of a deposit or a part of a deposit made in respect of 
any accounting year earlier than the year of death, the trustee 
shall, if the trustee so elects by notice in accordance with 
subsection (2), be entitled to allocate to that earlier year an 
amount not exceeding the amount of that deposit or of that 
part of that deposit. Any amount so allocated to any such 
earlier year shall be deemed to be assessable income derived by 
the taxpayer in that year: 

Provided also that, if the trustee does not make an election in 
accordance with the first proviso to this subsection, the trustee 
shall, if the trustee so elects by notice in accordance with 
subsection (2), be entitled to allocate, in such amounts as the 
trustee specifies in the notice, the whole or part of any deposit 
or of any part of any deposit included in the amount remaming 
in the taxpayer's main income equalisation account at the date 
of the taxpayer's death to any time or times subsequent to the 
death of the taxpayer, being a time or times not later than-

(a) The expiration of 5 years after the end of the accounting 
year in respect of which the deposit or the part of the 
deposit was made; or 

(b) The end of 3 years immediately after the death of the 
taxpayer,-

whichever is the earlier. Any amount allocated by the trustee 
under this proviso shall remain in the main income equalisation 
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accoWlt Wltil the time allocated as specified by the trustee 
Wlder this proviso in respect of that amoWlt, and shall be 
deemed to be assessable income derived by the trustee at the 
time so allocated. 

(2) Every notice Wlder subsection (1) shall be in writing, and 
shciU be given to the Commissioner within the time within 
which the trustee of the taxpayer's estate is required to furnish 
a retum of the taxpayer's income for the periOd to the date of 
the taxpayer's death, or within such further time as the 
Commissioner may allow in any case or class of cases. 

(3) Notwithstanding the time bar, the Commissioner may, for 
the purpose of giving effect to this section, amend any 
assessment or assessments of the taxpayer at any time. 

Cf. 1976, No. 65, s. 181 

El 7. Refund from main income equalisation account 
on bankruptcy of taxpayer-( 1) Where any taxpayer who 
has made payments by way of deposits Wlder section El 1 is 
adjudicated a bankrupt, the Commissioner shall refund to the 
Official Assignee havmg charge of the estate of the taxpayer 
any amoWlt remaining in the taxpayer's main income 
equalisation accoWlt on the date on which notice of the 
adjudication is received by the Commissioner, including any 
amoWlt otherwise refundable Wlder section El 1 (4). 

(2) Any amoWlt so refunded shall be deemed to be assessable 
income derived by the taxpayer immediately before the 
commencement of the bankruptcy. 

Cf. 1976, No. 65, s. 182 

El 8. Refund from main income equalisation account 
of company on Iiquidation-(I) Where any taxpayer, being 
a company, which nas made payments by way of deposits 
Wlder section El 1 is being liquidated (whether by order of the 
Court or volWltarily or subject to the supervision of the Court), 
the Commissioner shall refund to the taxpayer any amoWlt 
remaining in the taxpayer's main income equalisation accoWlt 
on the date on which notice of the liquidation is received by the 
Commissioner, including any amoWlt otherwise refundable 
Wlder section El 1 (4). 

(2) Any amoWlt so refunded shall be deemed to be assessable 
income derived by the taxpayer immediately before the 
commencement of the liquidation. 

Cf. 1976, No. 65, s. 183; 1994, No. 76, s. 24 



2178 Income Tax 1994, No. 164 

s. EI9 

El 9. Refund from main income equalisation account 
after expiry of 5 years-Where any amount that has been 
deposited under section El 1 remains in the taxpayer's main 
income equalisation account at the expiry of 5 years after the 
end of the accounting year in respect of which that amount was 
deposited, the Cornrrnssioner shall refund that amount to the 
taxpayer. The amount so refunded shall, subject to 
sections EI5 to El 8, be deemed to be assessable income 
derived by the taxpayer in the accounting year in which the 
refund is made. 

C£ 1976, No. 65, s. 184 

El 10. General provisions' as to refunds-( 1) Every 
refund made, under sections EI4 to El 9, from any taxpayer s 
main income equalisation account shall be deemed to have 
been made from the taxpayer's reserve deposits in the order in 
which those deposits were made. 

(2) No such refund from any taxpayer's main income 
equalisation account shall be less than $200 or the balance in 
that main income equalisation account, whichever amount is 
the smaller. 

(3) Where-
(a) An assessment made in respect of the income derived by 

any taxpayer in any accounting year includes any 
qualifyirig refunds made under sections El 4 to El 9 
(not being refunds or parts of refunds that are, in 
accordance with subsection (1 ), attributable to 
deposits or parts of deposits made in respect of that 
accounting year); and 

(b) The additional tax payable in respect of the aggregate 
amount of those qualifying refunds exceeds the total 
tax saving in respect of the deposits or parts of 
deposits to which that aggregate amount of those 
qualifying refunds is attributable in accordance with 
subsection (1) (not being deposits or parts of deposits 
to which any refunds or parts of refunds made in 
respect of that accounting year are attributable in 
accordance with that subsection)-

the Commissioner shall allow a rebate equal to the amount of 
that excess. 

(4) In subsection (3)-
(a) The term "additional tax", in respect of the aggregate 

amount of qualifying refunds made to any taxpayer 
under sections El 4 to El 9 in respect of any 
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accounting year and included in the assessable 
income derived by the taxpayer in that accounting 
year (not being refunds or parts of refunds that are, in 
accordance with subsection (1 ), attributable to 
deposits or parts of deposits made in respect of that 
accounting year), means the amount by which the 
income tax payable by the taxpayer in respect of that 
assessable income is greater than the amount that 
would have been payable but for the inclusion of that 
aggregate amount of those qualifying refunds: 

(b) The term "tax saving", in respect of the aggregate 
amount of deposits made by any taxpayer under 
section El 1 in respect of any accounting year (not 
being deposits or parts of deposits to which any 
refwids or parts of refunds rnaQe in respect of that 
accounting year are attributable in accordance with 
subsection (1 )), being an aggregate amount in respect 
of which a deduction has been allowed under 
section El 3 in calculating the assessable income 
derived by the taxpayer in that accounting year, 
means the amount by which the income tax payable 
by the taxpayer in respect of that assessable income 
is less than the amount that would have been payable 
but for the allowance of that deduction in respect of 
that aggregate amount of deposits: 

(c) The tax saving in respect of any deposit or part of a 
deposit tha.t has been allowed as a deduction under 
section El 3 in respect of any accounting year shall 
bear to the tax saving in respect of the aggregate 
amount of the deposits that have been allowed as a 
deduction under that section in respect of that 
accounting year the same proportion that that 
deposit or part of a deposit bears to that aggregate 
amount. 

(5) In subsections (3) and (4), "qualifying refund", in relation 
to any taxpayer and to any accounting year, means the smaller 
of the following 2 amounts: 

(a) The amount of any refunds made to the taxpayer under 
sections El 4 to El 9 in the accounting year (not being 
refunds of deposits or parts of deposits made in 
respect of that accounting year); or 

(b) The amount by which the assessable income, or the 
balance of any assessable income after c~g 
forward any loss to which the taxpayer was enuded 
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under sections lE 1 and IF 1, was reduced in a 
previous accounting year by the amount of the 
deposits to which those refunds are applicable in 
accordance with subsection (1). 

C£ 1976, No. 65, s. 185 

El 11. Adverse event income equalisation scheme
(1) Subject to this section, any taxpayer engaged in ~l!anning 
or agricultural business on any land in New Ze d may 
during any accounting year make payments to the 
Commissioner by way of adverse event income equalisation 
deposits in that accounting year: 

Provided that where a taxpayer makes any pafI!1ent by way 
of de~sit under this section during the periOd of one month 
immediately following the end of that accounting year, the 
payment shall be deemed to have been made in that 
accounting year. 

(2) Every amount received by the Commissioner from any 
taxpayer under this section shall be deemed to be public 
money and shall be paid into the Crown Bank. Account known 
as the Income Equalisation Reserve Account, and shall be 
entered in an adverse event income equalisation account to be 
kept by the Commissioner in the name of the tax:payer. No 
other amounts, except interest payable under sectIOn El 12, 
shall be entered in the taxpayer's adverse event income 
equalisation account. No amount entered in such account shall 
be paid to any person except by way of refund as provided in 
this Act. 

(3) No taxpayer shall be entided to make any payment by 
way of deposit under this section in any accounting year 
which-

(a) Is less than $200 or the amount that will increase the 
aggregate amount of all payments by way of deposits 
previously made under this section ID respect of that 
accounting year to the taxpayer's maximum deposit 
in respect of that year, whichever amount is the 
smaller; or 

(b) Is greater than the amount that will increase the 
aggregate amount of all payments by way of deposits 
previously made by the taxpayer under this section in 
respect of that accounting year to a level greater than 
the taxpayer's maximum deposit in respect of that 
year. 
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(4) Subject to sections El 7 and El 8 (as applying by virtue of 
section El 15), where the amoWlt, or tlie aggregate of all 
amoWlts, received by the Commissioner from any taxpayer 
Wlder this section in respect of any accoWlting year exceeds the 
taxpayer's maximum aeposit in respect of that accoWlting 
year, the Commissioner shall, as soon as possible after 
ascertaining the amoWlt of that excess, refund the amoWlt of 
the excess to the taxpayer. Nothing in sections El 13 and El 14, 
or in sections El 6 and El 10 (as appl~g by virtue of 
section El 15) shall apply to any amoWlt refunded Wlder this 
subsection. 

(5) No amoWlts entered in any taxpayer's adverse event 
income equalisation accoWlt shall be in any way assigned or 
charged or (except by reason of the bankruptcy of the 
taxpayer) pass to any person by operation 0¥.aw, or (except by 
reason of the bankruptc,Y of the taxpayer) be assets for the 
payment of the taxpayer s debts or liabilities or (in the event of 
the taxpayer's death) of the debts or liabilities of the taxpayer's 
estate, at any time before they have been refunded in 
accordance with this Act. 

Cf. 1976, No. 65, S. 185A 

El 12. Interest on deposits in adverse event income 
equalisation accounts-( 1) Interest at the rate set in 
accordance with subsection (4) shall be payable on deposits in 
adverse event income equalisation accoWlts. 

(2) Interest shall be computed with daily rests from the date 
of acknowledgment of the receipt of the payment of the 
deposit until the date the deposit IS refunded or is credited to 
the taxpayer's main income equalisation accoWlt in accordance 
with section El 14 (3). 

(3) All interest so computed on any deposit shall accrue Wltil 
31 March in each year or Wltil the date the deposit is refunded, 
or is credited to the taxpayer's main income equalisation 
account in accordance with section El 14 (3), whichever is the 
earlier, and shall then be added to and form part of the deposit 
for the purposes of this section and sections El 13 to El 15. 

(4) The Governor-General may, by Order in COWlcil, make 
regulations declaring the rate percent per annum of interest 
that is to apply for the purposes of this section. 

Cf. 1976, No. 65, S. 185B 

El 18. Deposits to be deducted from assessable 
income-Where a taxpayer makes any payments by way of 
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deposits under section El 11 for any accounting year in respect 
of the taxpayer's farming or agricultural business, the 
Commissioner shall allow as a deduction in calculating the 
assessable income derived by the taxpayer from that business 
the aggregate amount of those J?ayments or the amount of the 
taxpayer's maximum deposit ID respect of that accounting 
year, whichever is the smaller. 

C£ 1976, No. 65, s. 185c 

El 14. Refunds from adverse event income 
equalisation accounts-( 1) Subject to this section, any 
taxpayer may at any time apply in writing to the Commissioner 
for a refund of the whole or any part of any amount deposited 
under section El 11. 

(2) Subject to section El 15, every refund of the whole or any 
part of any amount deposited under section El 11 shall be 
deemed to have been made in respect of the accounting year in 
which the application for the refund is received by the 
Commissioner, and the amount of the refund shall be deemed 
to be assessable income derived by the taxpayer in that 
accounting year. 

(3) Where any amount that has been deposited under section 
EI12 remains in the taxpayer's adverse event income 
equalisation account on the day one calendar year after the day 
on which that amount was deposited, that amount (including 
any interest calculated under section El 12 in relation to that 
amount)-

(a) Shall be transferred to the taxpayer's main income 
equalisation account as if it were a deposit paid to the 
Commissioner under section Ell; ana 

(b) Shall be deemed-
(i) For the purposes of computing interest payable 

under section E12, to have been deposited in the 
taxpayer's main income equalisation account on the 
day on which it was so transferred: 

(ii) For any other purpose, to have been deposited 
in the taxpayer's main income equalisation account 
on the day on which it was deposIted in the adverse 
event income equalisation account; and 

(c) Shall not be an amount for which a deduction can be 
claimed under section El 3. 

(4) Any amount transferred to a taxpayer's main income 
equalisation account in accordance with subsection (3) shall be 
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deemed not to be deposited in the taxpayer's adverse event 
income equalisation account. 

e£ 1976, No. 65, s. 185D 

El 15. Refund from adverse event income equalisation 
account on retirement, death, bankruptcy, or winding 
up-Sections EI5 to El 8, El 10 (1), and El 10 (2) shall apply to 
adverse event income equalisation account deposits as if they 
were deposits made under section Ell. 

e£ 1976, No. 65, s. 185E 

El 16. General provisions as to refunds-( 1) Every 
refund made to a taxpayer, under section El 14 or any of the 
sections applied by section El 15, shall be made from the 
taxpayer's adverse event income equalisation account in the 
order in which the deposits were made to that account by the 
taxpayer. 

(2) No refund made to a taxpayer from the taxpayer's 
adverse event income equalisation account shall be less than 
$200 or the balance in tliat adverse event income equalisation 
account, whichever is the smaller. 

e£ 1976, No. 65, s. 185F 

El 17. Deposits by forestry companies in respect 
of gross receipts from thinning operations-( 1) Where a 
company carrymg on a forestry business on any land in New 
Zealand derives during any accounting lear income from 
carrying out thinning operations on the lan ,the company may 
make payments to the Commissioner by way of deposits in 
respect of that year in accordance with this section. 

(2) Sections El 1 to El 4, El 8, and El 10, as far as they are 
applicable and with any necessary modifications, shall apply to 
any deposits made by a company under this section in respect 
of any accounting year, as if-

(a) The company, in carrying out the thinnin~ operations, 
carried on a farming or agricultural busmess on land 
in New Zealand durmg that accounting year; and 

(b) The deposits made under this section in respect of that 
accounting year were made under section Ell; and 

(c) The company's maximum deposit in respect of that 
accounting year were an amount equaf to the gross 
receipts from carrying out thinning operations on the 
land derived by the company during that accounting 
year. 
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(3) Where a company makes payments by way of deposits 
under this section and also makes payments by way of deposits 
under section Ell, separate reserve accounts shall be kept in 
respect of deposits under this section and deposits under 
section Ell. 

(4) In this section-
"Gross receipts from carrying out thinning operations", in 

relation to an accounting year and to a company 
carrying on a forestry business on any land in New 
Zealand, means the gross income (without taking into 
account the value of trading stock at the beginning or 
at the end of that accounting year, and before the 
allowance of any deductions under this Act) that was 
derived by the company during that accounting year 
from carrying out thinning operations on the land: 

"Thinning o.rerations" means operations by means of 
which a felling is made in an immature stand of trees 
for the purpose of improving the growth and form of 
the trees remaining, without permanently breaking 
the canopy. 

Cf. 1976, No. 65, s. 186 

SUBPART j-SPREADING OF FARMING INCOME 

EJ 1. Spreading of income derived from sale or other 
dispositIon of timber-Where a taxpayer derives assessable 
income in any income year under sectIon CE 2 or section Cj 1 
from the sale or other disposition 'of any timber or right to take 
timber, the Commissioner may, upon application made in 
writing by: or on behalf of the taxpayer not later than 12 
months after the end of that income year, apportion that 
assessable income between that income year and any number 
of preceding income years, not exceeding 3, and in every such 
case the amount of assessable income so apportioned to any 
income year shall be deemed to have been derived in that 
income year and not in any other income year, and shall be 
assessable for income tax accordingly. 

Cf. 1976, No. 65, s. 81A 

EJ 2. Compensation in connection with outbreak of 
scrapie-For the purpose of assessin~ income tax payable by 
any person to whom compensatIon is parable under 
paragraph (a) or paragraph (b) of section 43 (1) 0 the Animals 
Act 1967,-
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(a) Any money paid to the owner of any animal under 
section 43 (1)(a) of that Act shall be deemed to be 
assessable income derived by that owner in the 
income year or years in which that money is paid: 

Provided that, where the Commissioner is satisfied 
that a substantial number of animals on any farm of 
the owner has been slaughtered as required or 
directed by an Inspector (as defined in section 2 of 
that Act) because the animals are suffering from or 
affected or infected with scrapie and that by reason of 
payments made under section 43 (1)(a) of that Act or 
by reason of an increase in any income year in the 
number of animals depastured the assessable income 
derived by that owner in that income year has been 
substantially increased beyond the assessable income 
derived by the taxpayer in the income year in which 
the animals were slaughtered, then the money so 
paid to the owner shall, on application in that behalf 
made in writing by the owner not later than 
12 months after the end of the income year in which 
the money was paid or within such further period as 
the Commissioner may allow in any case, be deemed 
to be assessable income derived by that owner in the 
year in which the animals were slaughtered or in the 
rear in which the payments were made or in any 
mtervening year or years or anyone or more of those 
years, in such amounts as the Commissioner 
considers just and reasonable: 

(b) Any moneY'paid to any person under section 43 (1)(b) of 
the Animals Act 1967 shall be deemed to be 
assessable income derived by that person in the 
income year or years in which the loss which those 
payments compensate was sustained. 

Cf. 1976, No. 65, s. 92 

SUBPART K-SPREADING OF FARMING ExPENDITURE 

El{ 1. Apportionment of expenditure incurred in 
purchase of fertiliser and lime and application to land 
used for farming or agricultural purposes-( 1) Any 
taxpayer engaged in any farming or agricUltural business on 
any land in New Zealand who has in any income year incurred 
in that business any expenditure (being expenditure that is 
deductible under this Act) in purchasing or in applying to the 
whole or any part of that land fertiliser within the meaning of 
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the Fertilisers Act 1960 or lime shall, if the taxpayer so elects 
by notice in accordance with subsection (2) (which election 
shall, subject to subsection (3), be irrevocable), instead of 
claiming a deduction for the income year in which the 
expenditure is incurred of the total amount of that 
expenditure, be entided to allocate, in such manner as the 
taxpayer specifies in the notice, the whole or any part of that 
total amount to anyone or more of the 4 income years (being a 
year or years in which the taxpayer continues to carry on that 
business) next succeeding the income year in which the 
expenditure is incurred and to deduct the amount so allocated 
to any such income year in calculating the assessable income 
derived by the taxpayer from that business in that year; and 
any amount so allocated shall not be allowed as a deduction in 
calculating the assessable income derived by the taxpayer from 
that business in the income year in which the expenditure is 
incurred. 

(2) Every notice WIder subsection (1) by which the whole or 
any part of the expenditure is allocated to anyone of the 4 
income years next succeeding the income year in which the 
expenditure was incurred shall be in writing, and shall be given 
to the Commissioner within the time within which the taxpayer 
is required to furnish a return of the taxpayer's income for the 
year to which the expenditure is so allocated, or within such 
further time as the Commissioner may allow in any case or 
class of cases: 

Provided that where any part of the total amount of the 
expenditure is not claimed as a deduction for the year in which 
the expenditure is incurred and is not allocated to anyone or 
more of the 3 immediately succeeding years by an election 
under that subsection, that part shall be deducted from the 
income of the 4th income year following the year in which the 
expenditure was incurred. 

(3) Where any taxpayer who has made an election or 
elections under subsection (1) ceases to carry on that business 
before the expiry of the 4th income year following the income 
year in which the expenditure was incurred, the total amount 
of that expenditure, or so much of that total amount as has not 
previously been allowed as a deduction, shall, as the 
taxpayer (or, where the taxpayer is deceased, the taxpayer's 
personal representative) elects, either-

(a) Be allowed as a deduction in calculating the assessable 
income derived by the taxpayer from that business in 
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the income year in which the taxpayer ceased to 
carry on that business; or 

(b) Be allocated equally to the income year in which that total 
amount was mcurred and the succeeding income 
years in which the taxpayer has continued to carry on 
that business, and any amount or additional amount 
so allocated to any such year shall be allowed as a 
deduction, or a further deduction, in calculating the 
assessable income derived by the taxpayer from that 
business in that last·mentioned year. 

ef. 1976, No. 65, s. 133 

SUBPART L-LIvEsTOCK 

EL 1. Valuation of livestock generally-(l) The value of 
any livestock of a taxpayer, not being livestock used in dealing 
operations, to be taken into account under section EE 1 at the 
end of any income year shall be,-

(a) In the case of bloodstock, the value determined in 
accordance with section EM 1: 

(b) In the case of high·priced livestock, the value determined 
in accordance with section EL 10: 

(c) In the case of non· specified livestock (bein~ livestock other 
than bloodstoc1. or livestock of a kind specified in 
column 1 of Schedule 8), the value determined in 
accordance with sections EL 9 and FF 10 under-

(i) The market value option; or 
(ii) The replacement value option; or 
(ill) The cost price option; or 
(iv) The standard value option. 

(d) In the case of specified livestock (being sheep, cattle, deer, 
goats, and pi~s, or any other livestock of a kind that 
may be speClfied in column 1 of Schedule 8, other 
than high-priced livestock), the value determined, at 
the taxpayer's election exercised in accordance with 
section EL 2, by using-

(i) Any of the cost price, market value, or 
replacement price options specified in section EL 3; 
or 

(ii) The national standard cost method specified in 
section EL 4; or 

(ill) The herd scheme method specified in section 
EL 5 (either with or without the adoption by the 
taxpayer of a herd value ratio under section EL 6); or 
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(iv) In any appropriate case, either of the bailed 
livestock options specified in section El 4 (1). 

(2) Notwithstanding anything in subsection (1) and in section 
EE 1 (3), where, in relation to any income year and to any 
partnership (referred to in this subsection as the "new 
partnership"),-

(a) The new partnership owns specified livestock; and 
(b) More than 500/0 of the property of the new partnership is, 

at the end of that income year, owned by any persons 
who at any time in that income year or in the income 
year immediately preceding that income year owned 
all of the property of any other partnership that 
derived, in that income year or in that immediately 
preceding income year, income from specified 
livestock of the same type as specified livestock 
owned by the new partnership; and 

(c) The new partnership was formed after the formation of 
the other partnership,-

the value of that specified livestock owned by the new 
partnership to be taken into account at the end of the income 
year in which the new partnership was formed shall be 
determined in the same manner in which the value of the 
specified livestock of that type owned by that other partnership 
to be taken into account at the end of that income year is 
determined (or, if there is no specified livestock of that type on 
hand at the end of that income year, would have been 
determined had specified livestock of that type been on hand at 
the end of that income year) for the purposes of subsection (1). 

(3) Notwithstanding anything in this section and in section 
EE 1, the executor or administrator of any deceased taxpayer 
who at the date of death was deriving income from livestock 
shall, in the return of income for the period ending with the 
date of death of the deceased taxpayer, adopt as the value of 
any livestock on hand at that date the market value of that 
livestock. 

(4) In any case where a deceased taxpayer was at the date of 
death a member of a partnership deriving income from 
livestock, and the executor or administrator of that deceased 
taxpayer carries on the business in partnership with the 
surviving partner or partners, subsection (3) shall, with any 
necessary modifications, apply for the purpose of calculating 
the assessable income derived from the partnership by the 



1994, No. 164 Income Tax 2189 
s.EL2 

deceased taxpayer or by the executor or administrator of the 
deceased taxpayer. 

e£ 1976, No. 65, ss. 85 (4B)-(4D), 86 

EL 2. Valuation elections, and limitations on elections, 
for specified livestock-(l) Subject always to this section and 
sections EL 3 to EL 7 and FF 9,-

(a) A taxparer may elect which of the methods specified in 
sections EL 3 to EL 7 is to be used in any income year 
to value any specified livestock of the taxpayer other 
than livestock used in dealing operations; and 

(b) Except as provided in subsections (3) and (4), any such 
election shall be sufficiently notified to the 
Commissioner, and shall apply for an income year, by 
the mere fact of the relevant valuation method being 
used for the purposes of the taxpayer's return of 
income for the income year; and 

(c) Any election once made in accordance with this section 
and applying in respect of any income year shall 
continue to apply in all subsequent income years until 
superseded by a further election made in accordance 
with this section. 

(2) No taxparer may for any income year make a livestock 
valuation eleCtion, and any such election if purported to be 
made shall be ineffective, if the election would have the effect 
of allowing the taxpayer-

(a) To value any specified livestock under the national 
standard cost scheme in any particular income year 
if-

(b) To 

(i) In the same income year the taxpayer values any 
other specified livestock under the cost price option; 
or 

(ii) In the preceding income year the taxpayer 
valued any specified livestock under the cost price 
option, and the taxpayer has not furnished to the 
Commissioner a 2-year written notice (within the 
meaning of subsections (3) and (4)(c)) of the taxpayer's 
election to use the national standard cost scheme in 
the particular income year; or 
value any specified livestock under the cost price 
option in any particular income year if-

(i) In the same income year the taxpayer values any 
other specified livestock under the national standard 
cost sclieme; or 
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(ii) In the preceding income year the taxpayer 
valued any specified livestock under the national 
standard cost scheme, and the taxpayer has not 
furnished a 2·year written notice (within the meaning 
of subsections (3) and (4)(d)) of the taxpayer's election 
to use the cost price option in the particular income 
year; or 

(c) To value livestock of the same type, class, or other 
category under both the national standard cost 
scheme and any other valuation method, where to do 
so would be contrary to the terms of any 
determination made under section EL 4 (5); or 

(d) To reduce from one income year to the next the number 
of livestock of a particular class valued under the herd 
scheme if that reduction would be in contravention of 
section EL 5 (4), unless the taxpayer has elected in 
accordance with this section to cease for that next 
year to value under the herd scheme all livestock of 
the type to which that class belongs; or 

(e) To value any male breeding livestock using a method 
other than the herd scheme, where in the income 
year the taxpayer values any animals of that type 
under the herd scheme and values other animals of 
that type under the national standard cost scheme or 
the cost price option; or 

(f) To value any bailed or leased livestock in contravention of 
any of subsections (2), (3), and (4) of section EL 7; or 

(g) Otherwise to value any specified livestock in 
contravention of any particular provision of sections 
EL3 to EL 7. 

(3) Notwithstanding subsection (1)(b), no election of a kind 
referred to in subsection (4) shall be effective unless the 
taxpayer gives written notice of the election to the 
Commissioner in accordance with subsection (5), and any such 
written notice shall be given to the Commissioner not later than 
the date on which the taxpayer furnishes to the Commissioner 
the taxpayer's return of income for-

(a) The income year in which the election is first to apply, in 
the case of elections that are specified in 
subsection (4) as requiring same·year notIce: 

(b) An income year that precedes by not less than 2 income 
years the income year in which the election is first to 
apply, in the case of elections that are specified in 
subsection (4) as requiring 2·year notice. 



1994, No. 164 Income Tax 2191 
s.EL2 

(4) Written notice in respect of a livestock valuation election 
is required as follows: 

(a) A taxpayer shall give same·year written notice of an 
election to value livestock of any type under the herd 
scheme: 

(b) A taxpayer shall give 2·year written notice of an election 
to cease to value livestock of any type under the herd 
scheme: 

Provided that no written notice is required under 
this paragraph to the extent that-

(i) The taxpayer wishes to continue to value any 
livestock of that type under the herd scheme; and 

(ii) The valuation by the taxpayer of any livestock 
of that type using a valuation method other than the 
herd scheme is permissible within the terms of 
section EL 5 (3) and (4): 

(c) A taxpayer shall give 2-year written notice of an election 
to value any specified livestock under the national 
standard cost scheme, where-

(i) The taxpayer values any specified livestock 
under the cost price option for the income year 
preceding that in which the election is first to apply; 
and 

(ii) Subsection (2)(a)(ii) would render the election 
ineffective if the 2-year written notice is not 
furnished: 

(d) A taxpayer shall give 2-year written notice of an election 
to value any specified livestock under the cost price 
option, where-

(i) The taxpayer values any specified livestock 
under the national standard cost scheme for the 
income year preceding that in which the election is 
first to apply; and 

(ii) Subsection (2)(b)(ii) would render the election 
ineffective if the 2-year written notice is not 
furnished: 

(e) A taxpayer shall give written notice of an election to 
adopt for any income year a herd value ratio or a 
recalculated herd value ratio or the Chatham Islands 
adjustment in respect of any type of herd livestock of 
the taxpayer, and any such notice-

(i) Shall be same-year notice, where the income 
year is the first income year in which livestock of the 
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type to which the election relates is valued by the 
taxpayer under the herd scheme: 

(ii) Shall be 2·year notice in any other case. 
(5) Any written notice of election required to be furnished 

under this section shall-
(a) State the income year in which the election is to first 

apply; and 
(b) State the type, class, or other description of livestock to 

which the election relates; and 
(c) State both the existin~ and the proposed valuation 

methods for the livestock to which the election 
relates; and 

(d) In the case of an election under section EL 6 (1) to use a 
herd value ratio or recalculated herd value ratio, 
state-

(i) The value assessed under section EL 6 (3) of an 
average animal of the taxpayer of each class of 
livestock within the type to which the election relates; 
and 

(ii) The date on which the valuation of each such 
animal was made; and 

(iii) The name and address of the person who 
carried out the valuation; and 

(e) In the case of an election to use a bailed livestock option 
referred to in section El 4 (1), specify which of the 2 
options under that section the taxpayer is electing to 
use,-

and, once the written notice of election is furnished to the 
Commissioner, the election shall be irrevocable in relation to its 
first year of application. 

(6) Where any specified livestock is owned by 2 or more 
persons jointly,-

(a) No election in respect of that livestock shall be effective 
unless it is made by those persons jointly; and 

(b) Unless and to the extent that those persons make a joint 
election to use a different valuation method, that 
livestock shall be valued-

(i) At market value, where those persons have 
bailed or leased the livestock to another person 
during the income year, or have entered into a profit· 
sharing arrangement in respect of the livestock: 

(ii) Under the national standard cost scheme, in any 
other case; and 
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(c) Any election in respect of that livestock shall be ineffective 
if the Commissioner is not satisfied that it was made 
by all the persons who, at the time the election was 
made, jointly owned the livestock. 

(7) Any notice of election furnished by a taxpayer under the 
former section 85A (3) of the Income Tax Act 1976, as that 
section was in force before its repeal by section 21 of the 
Income Tax Amendment Act (No. 2) 1993, to value under the 
former section 86 or the former section 86B of that Act (as 
those sections were also formerly in force) any livestock 
previously valued by the taxpayer under the herd scheme shall, 
unless the taxpayer otherwise indicates, be deemed to be a 
written notice of election under this section to cease to value 
livestock of that type under the herd scheme. 

(8) Where-
(a) Any valuation election made by a taxpayer in respect of 

any livestock and any particular income year is 
rendered ineffective by subsection (2); and 

(b) No valid election has been subsequendy made by the 
taxpayer in respect of that livestock and that income 
year,-

the valuation method to be applied by the taxpayer in respect 
of the livestock and the particular income year shall, 
notwithstanding anything in tliis section, be such method as is 
determined by the Commissioner after consulting with the 
taxpayer. 

C£ 1976, No. 65, s. 86A 

EL 8. Valuation of specified livestock at cost price, 
market value, or replacement price-( 1) Where a taxpayer 
elects to value any specified livestock in accordance with this 
section, the closing value of that livestock to be taken into 
account at the end of any income year shall be, at the option of 
the taxpayer,-

(a) Its market value; or 
(b) The price at which it can be replaced; or 
(c) Subject to subsections (2) to (4), its cost price. 
(2) No taxpayer may for any income year value bailed or 

leased specified livestock at its cost price if that valuation would 
be in contravention of section EL 7 (3). 

(3) No taxpayer may in any income year value any specified 
livestock under the cost price option if, in the same income 
year, the taxpayer values any specified livestock under the 
national standard cost scheme. 
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(a) A taxpayer has elected for any particular income year to 
value any specified livestock under the cost price 
option; and 

(b) That livestock was valued at the end of the preceding 
income year using any other valuation method,

then the opening value of that livestock to be taken into 
account at the beginning of the particular income year shall be 
an amount that is equal to the livestock's closing value at the 
end of the preceding income year, as determined under the 
valuation method used for that livestock for that preceding 
income year. 

Cf. 1976, No. 65, s. 86B 

EL 4. National standard cost scheme for specified 
livestock-(I) For the purposes of this section, the Governor
General shall from time to time, by Order in Council, declare 
for each category of specified livestock listed in column 2 of 
Schedule 9 national standard costs that take into account, as 
the case may require,-

(a) The average breeding, rearing, and growing costs for 
animals within that category; or 

(b) The average rearing and growing costs for animals within 
that category,-

and any costs so declared in relation to any income year shall 
apply for the purposes of this section accordingly, whether that 
income year commenced before, on, or after the date on which 
the order is made. 

(2) Where a taxpayer elects for any income year to value 
specified livestock under the national standard cost scheme, the 
closing value of that livestock at the end of that income year 
shall be the cost of that livestock as calculated in accordance 
with a determination issued by the Commissioner under 
subsection (5). 

(3) No taxpayer may for any income year value bailed or 
leased specified livestock under the national standard cost 
scheme if that valuation would be in contravention of section 
EL 7 (2). 

(4) Where the terms of a determination made under this 
section preclude any livestock from being valued under the 
national standard cost scheme in any income year, no taxpayer 
may, for that income year, value that livestock under the 
national standard cost scheme. 
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(5) For the purposes of this section, the Corrunissioner shall 
from time to time make determinations specifying the method 
or methods by which the cost of specified livestock is to be 
calculated under this section, being a method or methods that, 
in general terms, takes into account-

(a) The numbers of homebred livestock, or of any other 
category of livestock listed in column 2 of Schedule 9, 
on hand at any time and the application of the 
national standard costs declared under subsection (1) 
to that livestock; and 

(b) The numbers of purchased livestock on hand at any time, 
and the application of any purchase costs associated 
with that livestock,-

and by a process of averaging or otherwise dealing with those 
costs arrive at an average cost to be applied to all specified 
livestock of a taxpayer that are valuea under the national 
standard cost scheme. 

(6) Any such determination may provide for the following 
matters: 

(a) The method or methods by which the average cost of 
each type, class, or age grouping of livestock of a 
taxpayer on hand at the end of any income year is to 
be calculated, including how the costs in relation to 
homebred livestock and purchased livestock are to be 
incorporated in that average cost: 

(b) The age groupings of immature and mature livestock of 
each type to which average costs will apply: 

(c) The inventory control method or methods under which 
mature livestock must be accounted for, or the setting 
of minimum standards in respect of any such 
inventory control methods: 

(d) How the determination will apply where animals within 
the same type or class or other category are valued 
both in accordance with this section and under any of 
the market value option, the replacement price 
option, and the high-priced livestock valuation 
method: 

(e) The imposition of any conditions or limitations in relation 
to the valuation of livestock under this section, 
including-

(i) Requirements that livestock of a particular type, 
class, or other category may not be valued under- this 
section where livestock of the same type, class, or 
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category are also being valued using another 
valuation method; and 

(ii) Any notice requirements to be met in respect of 
valuation method elections in relation to livestock 
affected by any condition or requirement imposed 
under subparagraph (i): 

(f) How any livestock is to be valued under this section where 
that livestock was previously valued using another 
valuation method: 

(g) The class or classes of taxpayers by whom the 
detennination may be applied, and the income year 
or years for which it is to apply: 

(h) The extension, limitation, variation, or revocation of any 
earlier detennination. 

(7) Any determination made by the Commissioner under this 
section shall be published in the Gaz.ette not later than 30 days 
after the date on which it was made and signed by the 
Commissioner. 

(8) Where the Commissioner revokes a detennination made 
under subsection (5) and substitutes a new detennination made 
under that subsection, that new detennination shall not apply 
in relation to the income year of any taxpayer that ended on or 
before the day 30 days before the day on which that new 
determination is gazetted. 

C£ 1976, No. 65, s. 86c 

EL 5. Herd scheme for specified livestock-(I) Subject to 
this section, the value of any herd livestock to be taken into 
account at the end of any income year shall be its herd value 
for that income year multiplied by its herd value ratio (if any) 
for that income year. 

(2) Where, in respect of any herd livestock on hand at the 
beginning of any particular income year,-

(a) That livestock was valued by the taxpayer under the herd 
scheme at the end of the preceding income year; and 

(b) The taxpayer does not elect for the particular income 
year to value it using any other valuation method,

then, notwithstanding section EE 1 (2), the value of that herd 
livestock to be taken into account at the beginning of the 
particular income year shall be its herd value for the particular 
mcome year multiplied by its herd value ratio (if any) for the 
preceding income year. 

(3) Subject to subsections (4) and (5), a taxpayer who has 
elected to value livestock of any particular type under the herd 
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scheme may nevertheless value all or any livestock within that 
type using a different valuation method. 

(4) A taxrayer may not, in respect of any income year and 
any class 0 livestock of a type that the taxpayer has elected to 
value under the herd scheme, value any animals of that class 
using a valuation method other than the herd scheme to the 
extent that the animals of that class remaining to be valued 
under the herd scheme would be reduced to a number smaller 
than the number of animals of that class (if any) valued by the 
taxpayer at the end of the preceding income year under the 
hera scheme. 

(5) Where in relation to any type of specified livestock and 
any income year a taxpayer-

(a) Uses the herd scheme to value any livestock of that type; 
and 

(b) Also in that income year values some livestock of that 
type under the national standard cost scheme or the 
cost price option,-

all male breeding livestock of that livestock type shall for that 
income year be valued under the herd scheme. 

(6) Notwithstanding section EE 1 (2) and subsection (2) of this 
section, where-

(a) A taxpayer ceases to derive income from specified 
livestock or dies in any income year; and 

(b) Any herd livestock owned by that taxpayer is sold or 
otherwise disposed of before the 1 February that 
immediately precedes the declaration under 
section EL 8 of the national average market values for 
that income year; and 

(c) Either-
(i) In the case of a deceased taxpayer, the 

taxpayer's return of income to the date of death is 
furilished to the Commissioner before the declaration 
under section EL 8 of the national average market 
values for the income year; or 

(ii) In any other case, the taxpayer has, by notice in 
wntmg to the Commissioner furnished before the 1 
February that immediately precedes the declaration 
under section EL 8 of the national average market 
values for the income year, elected that this 
subsection should apply,-

the value of that herd livestock to be taken into account for that 
income year shall be the national average market value of that 
livestock for the immediately preceding income year multiplied 
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by the herd value ratio (if any) applying in that preceding 
income year. 

ef. 1976, No. 65, s. 86D 

EL 6. Adoption of herd value ratio for livestock. valued 
under herd scheme-( 1) A taxpayer who values any type of 
specified livestock under the herd scheme may elect in rdation 
to any income year to adopt a herd value ratio, or a 
recalcUlated herd value ratio, in respect of livestock of that 
type, and any such election-

(a) Shall be made in accordance with section EL 2; and 
(b) Shall apply for the income year to which the election 

relates and to all subsequent income years until-
(i) The income year in which the election is 

superseded by a subsequent election to adopt a 
recalculated herd value ratio in relation to livestock of 
that type; or 

(ii) The income year in which the taxpayer, by 
virtue of an election made in accordance with 
section EL 2, ceases to value livestock of that type 
under the herd scheme; or 

(iii) The income year that immediately follows any 
2 consecutive income years in which the'taxpayer has 
not in fact valued any livestock of that type under the 
herd scheme. 

(2) Where a taxpayer has elected to adopt a herd value ratio 
(or a recalculated herd value ratio) in respect of a type of 
livestock, the herd value ratio of the taxpayer for that type of 
livestock shall be whichever of the figures 0.9, 1.0, 1.1, 1.2, or 
1.3 is closest to the amount calculated in accordance with the 
following formula: 

where-

total assessed value 
total herd value 

"Total assessed value" is the aggregate of all the amounts 
obtained, in respect of each class of livestock within 
the livestock type to which the election relates, by 
multiplying-

(a) The value assessed in accordance with 
subsection (3) for an average animal of the 
taxpayer in that class; by 

(b) The number of all livestock of that class on 
hand at the end of the income year to 
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which the return containing the notice of 
election relates (including livestock that are 
not herd livestock but excluding high-priced 
livestock); and 

"Total herd value" is the aggregate of all the amounts 
obtained, in respect of each class of livestock within 
the livestock type to which the election relates, by 
multiplying-

(a) The herd value for each such class (being the 
herd value applying in the income year to 
which the return containing the notice of 
election relates); by 

(b) The number of all livestock of that class on 
hand at the end of the income year referred 
to in paragraph (a) of this item (including 
livestock that are not herd livestock but 
excluding high-priced livestock). 

(3) A taxpayer who elects to use a herd value ratio or a 
recalculated herd value ratio shall obtain from a recognised 
livestock valuer an assessment of the value of an average 
animal of the taxpayer within each class of livestock of the type 
to which the election relates, that value to be detennined as at 
the 30 April that is closest to the day on which the national 
average market values for that type of livestock are declared, 
under section EL 8, for the income year to which the return 
containing the notice of election to use a herd value ratio or 
recalculated herd value ratio relates. 

(4) Where the Commissioner considers that a herd value ratio 
applied by a taxpayer in relation to a type of livestock and any 
income year may not be accurate-

(a) The Commissioner may require the taxpayer to 
recalculate the herd value ratio in relation to that 
income year and that livestock type as if the taxpayer 
had furnished a notice of election to adopt a 
recalculated herd value ratio in relation to that 
income year; and 

(b) Where any such recalculated herd value ratio differs from 
the existing ratio for that income year, the 
Commissioner may-

(i) Alter accordingly the assessment of income tax 
in relation to that income year, and any assessment in 
relation to any subsequent income year; and 
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(ii) Apply the recalculated herd value ratio in 
substitutlon for the herd value ratio previously 
applied by the taxpayer. 

(5) Notwithstanding anything in subsections (1) to (4), no herd 
value ratio or recalculated herd value ratio determined under 
those subsections shall apply for any income year in respect of 
any livestock on the Chatham Islands. 

(6) A taxpayer who values any type of livestock under the 
herd scheme may elect, in respect of livestock of the taxpayer 
of that type on the Chatham Islands, to use as the herd value 
ratio for that livestock the Chatham Islands adjustment fixed 
by the Commissioner for that livestock type under 
subsection (7), and any such election-

(a) Shall be made in accordance with section EL 2; and 
(b) Shall apply only in relation to herd livestock on the 

Chatbam Islands; and 
(c) Shall apply for the income year to which the election 

relates and to all subsequent income years until-
(i) The income year in which the taxpayer, by 

virtue of an election made in accordance with 
section EL 2, ceases to value livestock of that type 
under the herd scheme; or 

(ii) The income year that immediately follows any 2 
consecutive income years in which the taxpayer has 
not in fact valued any livestock of that type on the 
Chatham Islands under the herd scheme. 

(7) The Commissioner shall from time to time, in respect of 
each type of specified livestock, fix the amount of the Chatham 
Islands adjustment that may be used as the herd value ratio for 
any income year for herd livestock on the Chatham Islands. 

Cf. 1976, No. 65, s. 86E 

EL 7. Treatment of bailed or leased specified 
livestock-(l) Where-

(a) A taxpayer has entered into a bailment, lease, or other 
agreement to use specified livestock (or any high
priced livestock); and 

(b) The taxpayer is required under the agreement to return 
or pay full compensation for the livestock at a future 
date,-

the taxpayer shall, in relation to each class of that livestock, be 
deemed to own, and shall take into account as trading stock at 
the end of each income year, the number of livestock of that 
class calculated in accordance with the following formula: 
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a-b 
where-

a is the aggregate of-
(i) The number of livestock of that class owned by 

the taxpayer at the end of the income year; and 
(ii) The number of livestock of the class that are, at 

the end of that income year, at the taxpayer's use 
under any such bailment, lease, or other agreement; 
and 

b is the total number of livestock of that class that the 
taxpayer has been given the use of under any such 
bailment, lease, or other agreement that, as at the 
end of the income year, is still in force. 

(2) Where, at any time in an income year, a taxpayer bails or 
leases livestock owned by the taxpayer to another person, and 
does not expect, at the time of the delivery of that livestock to 
the bailee or lessee, to have the same livestock as that delivered 
to the bailee or lessee redelivered to the taxpayer, the taxpayer 
may not, for that income year, value that livestock under the 
national standard cost scheme unless the bailment or lease was 
made in accordance with a profit· sharing arrangement. 

(3) Where a taxpayer has at any time during an income year 
bailed or leased any specified livestock to another person, the 
option of the taxpayer to value that livestock at its cost price 
snall apply in relation to that livestock and to that income year 
only if--

(a) The bailment or lease is made in accordance with a profit
sharing arrangement; or 

(b) Under the bailment or lease,-

C-17 

(i) The taxpayer expected, at the time of the 
delivery of the livestock to the bailee or lessee, to 
have that livestock (being the same livestock as was 
delivered to the bailee or lessee) redelivered; and 

(ii) The bailee or lessee did not provide 
consideration to the taxpayer for the delivery of that 
livestock; and 

(iii) The term of the bailment or lease expires on or 
before the end of the income year folfowing the 
income year in which the bailment or lease was 
agreed; and 

(iv) In the case of a bailment or lease between 
associated persons, the consideration paid by the 
taxpayer to the bailee or lessee for the bailment or 
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lease, being an associated person, is at fair market 
value. 

(4) Where a taxpayer makes specified livestock available to 
another person under a profit·sharing arrangement,-

(a) That taxpayer may not-
(i) Value the livestock under the national standard 

cost scheme for any income year in which the 
livestock is so made available if, for that income year, 
the other person, or any other taxpayer who has in 
that income year made livestOCK of that type 
available to the other person under a profit-sharing 
arrangement, values any livestock of that type using 
the cost price option; or 

(ii) Value the livestock using the cost price option 
for any income year in which the livestock is so made 
available if, for that income year, the other person, or 
any other taxpayer who has in that income year 
made livestock of that type available to the other 
person under a profit -sharing arrangement, values 
any livestock of that type under the national standard 
cost scheme: 

(b) The value of the livestock shall, if the taxpayer uses the 
national standard cost scheme or the cost price option 
to value the livestock, be calculated as if-

(i) The taxpayer; and 
(ii) The other person; and 
(iii) Any other taxpayer who has also made 

livestock available to die other person under a profit
sharing arrangement-
were one person who owned all the livestock so made 
available. 

C£ 1976, No. 65, s. 86F 

EL 8. Declaration of national average market values for 
specified livestock-The Governor-General shall from time 
to time, by Order in Council, declare a national average market 
value in relation to each class of specified livestock set out in 
column 2 of Schedule 8, and any value so declared in relation to 
any income year shall apply accordingly, whether that income 
year commenced before, on, or after the- date on which the 
order is made. 

Cf. 1976, No. 65, s. 86G 

C-17* 
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EL 9. Valuation of non-specified livestock-(l) Subject 
to this section and section FF 10, the value of any non·specified 
livestock of a taxpayer to be taken into account at the end of 
any income year shall be, at the option of the taxpayer-

(a) Its cost price; or 
(b) Its market value; or 
(c) The price at which it can be replaced; or 
(d) With the concurrence of the Commissioner, its standard 

value. 
(2) Subject to section FF 10, where any taxpayer-
(a) In any income year undertakes new or expanded 

production in relation to non· specified livestock; and 
(b) Purchases in that income year or in any of the 3 

succeeding income years any new or additional non· 
specified livestock (not being replacement livestock) in 
relation to that new or expanded production; and 

(c) Any such new or additional livestock is valued in 
accordance with subsection (l)(d) at standard value,

the value of any such new or additional livestock to be taken 
into account at the end of the income year in which the 
livestock was purchased and at the end of the next succeeding 
income year shall, notwithstanding subsection (1) or subsection 
(4), be,-

(d) For the income year in which the livestock was purchased, 
the aggregate of-

(i) The standard value determined or agreed by the 
Commissioner for that livestock; and 

(ii) The amount of the deductible excess for that 
livestock: 

(e) For the succeeding income year, the aggregate of-
(i) The standard value determined or agreed by the 

Commissioner for that livestock; and 
(ii) One·half of the amount of the deductible excess 

for that livestock. 
(3) For the purposes of this section, the Commissioner may 

from time to time determine standard values in relation to any 
type or category of non·specified livestock. 

(4) In this section, "new or expanded production", in relation 
to any taxpayer and any income year, means, subject to section 
FF 10 (1) and (2), the sItuation where-

(a) The taxpayer commences or recommences during that 
income year to derive income from non·specified 
livestock; or 
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(b) The taxpayer, being a person who in the income year 
derives income from non-specified livestock,-

(i) Brings into production or substantially increased 
production any land for the purpose of deriving 
mcome from non-specified livestock; or 

(ii) Acquires any additional land for that purpose. 
C£ 1976, No. 65, s. 86H 

EL 10. Valuation of high-priced livestock-(I) Subject to 
this section and to section FF 11, the value of any high-priced 
livestock to be taken into account at the end of an income year 
shall be,-

(a) For the income year in which the livestock was purchased, 
its cost price reduced by its specified writedown for 
that year: 

(b) For any subsequent income year, the value of the 
livestock required by section EE 1 (2) to be taken into 
account at the begirnling of that year reduced by its 
specified writedown for that year. 

(2) Where any high-priced livestock-
(a) Is less than one rear of age at the end of the income year 

in which it 18 purchased by the taxpayer; or 
(b) Is purchased within the period of 6 months immediately 

preceding the end of an income year and, within that 
period,-

(i) Has not been used for insemination or collection 
of semen, if male livestock; or 

(ii) Has not given birth or had ova removed, if 
female livestock,-

the value of the livestock to be taken into account by the 
taxpayer at the end of that income year shall be its cost price. 
_ (3) Where, in relation to any high-priced livestock and any 
mcome year,-

(a) The value of the livestock to be taken into account at the 
end of the income year under subsection (1) or 
subsection (2) would, were it not for this subsection, 
be equal to or less than the national average market 
value applying to livestock of that class; or 

(b) The livestock is no longer expected by the taxpayer to be 
used for breeding purposes for that or any 
subseguent income year, and the taxpayer has no 
intentIon of selling or otherwise disposing of the 
livestock to any other person to be used for breeding 
purposes,-
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then the value of that high· priced livestock shall not be taken 
into account at the end of tliat income year in accordance with 
subsection (1) or subsection (2), and subsection (4) shall apply in 
respect of that livestock. 

(4) Where subsection (3) apJ;>lies to any animal in any income 
year, then, subject to subsectIon (7),-

(a) The value of that animal to be taken into account at the 
end of that income year shall be-

(i) Where any specified livestock of the same type 
as the animal is valued by the taxpayer under the 
herd scheme for that income year, the value of the 
animal as determined under the herd scheme: 

(ii) Where all specified livestock of the same type as 
the animal that is older than one year is valued under 
the national standard cost scheme or the cost price 
option, the national average market value for the 
income year of livestock of the class to which the 
animal belongs: 

(ill) Where all specified livestock of the same type 
as the animal that is older than one year is valued 
under the market value option or the replacement 
price option under section EL 3, the market value or 
replacement price of the animal at the end of the 
income year; and 

(b) For any subsequent income year the animal shall cease to 
be treated for the purposes of this Act as high-priced 
livestock of the taxpayer, and shall instead be valued 
as specified livestock of the taxpayer in accordance 
with any appropriate livestock valuation election 
made by the taxpayer; and 

(c) Where-
(i) The animal is in such subsequent income year 

valued under the herd scheme; and 
(ii) Any specified livestock of the same type as the 

animal was valued by the taxpayer under the herd 
scheme for the income year preceding that income 
year,-
the animal shall be treated for the purposes of section 
EL 5 (2) as if it had been valued under the herd 
scheme at the end of that preceding income year. 

(5) For the J;>urposes of this section, the Commissioner shall 
from time to tIme fix an assigned percentage in relation to such 
types or classes or other categories of livestock as appear to the 
Commissioner appropriate, being such percentage as the 
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Commissioner considers represents the average percentage 
decline in the value of livestock of that type or class or category 
having regard to-

(a) The average cost of that type or class or category of 
livestock; and 

(b) The estimated useful life of that livestock; and 
(c) The average estimated residual market value of that 

livestock. 
(6) Any taxpayer who wishes to adopt in respect of any high. 

priced livestock a specified writedown based on diminishing 
value shall notify the Commissioner, in such manner as may be 
approved by the Commissioner, with the taxpayer's retum of 
income for the first income year in which the value of that high. 
priced livestock is reduced in accordance with this section, and 
any such election shall be irrevocable. 

(7) Where in the 1991-92 income year any animal was 
valued by a taxpayer as high·priced livestock under the former 
section 86c of the Income Tax Act 1976 as that section was in 
force before its repeal by section 21 of the Income Tax 
Amendment Act (No. 2) 1993,-

(a) That animal shall be deemed to be high·priced livestock; 
and 

(b) Notwithstanding anything in this section, the opening 
value of the animal for the 1992-93 income year shall 
be an amount equal to the closing value of that 
animal for the 1991-92 income year; and 

(c) The taxpayer shall be deemed not to have made an 
election under subsection (6) to adopt in respect of 
the animal a specified writedown based on 
diminishing value; and 

(d) Notwithstanding subsection (4), where-
. (i) Subsection (3) applies to the animal m any 
mcome year; and 

(ii) All specified livestock of the same type as the 
animal that is older than one year is valued in that 
income year under the national standard cost scheme 
or the cost frice option,-
the value 0 the animal to be taken into account at 
the end of that income year shall, if the taxpayer 
wishes, be an amount equal to the closing value of the 
animal at the end of the 1991-92 income year. 

e£. 1976, No. 65, s. 86r 
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EM 1. Valuation of bloodstock-(l) Subject to this 
section, the value of any bloodstock of a taxpayer to be taken 
into account at the end of any income year shall be,-

(a) In relation to the first income year in which the 
bloodstock (being bloodstock which at the end of that 
income year is 2 years of age or older) is-

(i) First used by the taxpayer for breeding purposes 
in the course of the conduct of the business by that 
taxpayer of breeding bloodstock; or 

(ii) Purchased with the intention of being used for 
breeding purposes by the taxpayer in the course of 
the conduct of the business by that taxpayer of 
breeding bloodstock; or 

(iii) Owned in the course of the conduct of the 
business of breeding bloodstock and that taxparer 
has the intention of using that bloodstock for 
breeding purposes,-
the amount that remains after deducting from the 
cost price the specified writedown determined under 
subsection (4) in relation to that bloodstock: 

(b) In relation to any income year succeeding the income 
year to which paragraph (a) applies, the amount that 
remains after deducting from die closing value of that 
bloodstock for the immediately preceding income 
year (or where no value was taken into account by the 
taxpayer at the end of the immediately preceding 
income year, its cost price), the specified writedown 
determined under sUDsection (4) in relation to that 
bloodstock: 

(c) In relation to any bloodstock to which the provisions of 
paragraphs (a) and (b) do not apply, its cost price. 

(2) Notwithstanding subsection (1), where the Commissioner 
is satisfied that, by reason of infertility, birth deformity, or 
accident, the market value of any bloodstock of any taxpayer 
on hand at the end of any income year is less than 50% of the 
market value that would have applied had that infertility, birth 
deformity, or accident not occurred, the taxpayer shall be 
entitled to value that bloodstock at the end of that income year 
at its market value, and where the taxpayer values that 
bloodstock at the end of that income year at market value in 
accordance with this subsection, the value of that bloodstock to 
be taken into account by that taxpayer at the end of any 
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subsequent income year shall be the market value of that 
bloodstock at the end of that subsequent income year. 

(3) In any case where the value of any bloodstock to be taken 
into account at the end of any income year would, were it not 
for this subsection, be an amount that is less than $1, the value 
of that bloodstock to be taken into account at the end of that 
income year shall be $1. 

(4) In this section, "specified writedown", in relation to any 
bloodstock and to any income year, means,-

(a) In relation to any stallion that is bloodstock to which 
paragraphs (a) and (b) of subsection (5) apply, the 
relevant amount specified in that subsection: 

(b) In relation to any other stallion, an amount equal to 20% 
of the cost price of the stallion: 

(c) In relation to any broodmare, an amount calculated in 
accordance with the following formula: 

xXy 
15 - z 

where-
X lS,-

(i) In the case of a broodmare that is 
bloodstock to which paragraphs (a) and (b) of 
subsection (5) apply, 1.25: 

(ii) In any other case, 1; and 
y is the cost price of the broodmare; and 
z is 12 or, where the number that is equal to the 

age in years of the broodmare at the end of the 
income year in which the provisions of 
subsection (1)(a) apply in relation to that 
broodmare and to that taxpayer is 11 or less, 
the number that is equal to that age. 

(5) Where, in relation to any bloodstock, any taxpayer, and 
any income year,-

(a) The bloodstock has not been used for breeding pwposes 
in New Zealand before 16 December 1991, whether 
by the taxpayer or any other person; and 

(b) The bloodstock has not, at any time before it was 
acquired by the taxpayer, been used for breeding 
purposes in New Zealand by any other person, except 
where the person, being a company from whom tne 
taxpayer (also being a company) acquired the 
bloodstock, was at the time of that acquisition a 
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company in the same wholly-owned group as the 
taxpayer,-

the "specifiea writedown" in relation to any such bloodstock 
that is a stallion shall be,-

(c) Except where the taxpayer makes an election under 
paragraph (d), 25% of the cost price of the stallion; or 

(d) Where the taxpayer elects to adopt a specified writedown 
based on the diminished value of the stallion, which 
election shall be notified to the Commissioner with 
the taxpayer's return of income for the first income 
year in which the stallion is first used by the taxpayer 
for breeding purposes,-

(i) In relation to that first income year, 37.5% of the 
cost price of the stallion: 

(ii) In relation to any subsequent income year, 
37.5% of the value of the stallion that was taken into 
account by the taxpayer at the end of the 
immediately preceding income year. 

C£ 1976, No. 65, s. 86J 

EM 2. Bloodstock used as a racehorse-( 1) Subject to 
subsection (3), for the purposes of this Act where any 
bloodstock of any taxpayer that is expected to be unable to be 
used for breeding purposes at any future time is used by that 
taxpayer as a racehorse in any income year, it shall be deemed 
not to be so used in the course of the conduct of any business of 
~reeding bloodstock for sale carried on by the taxpayer in that 
mcome year. 

(2) Subject to subsection (4), for the purposes of this Act, 
where any bloodstock of any taxpayer (other than bloodstock 
to which subsection (1) applies) is used by that taxpayer as a 
racehorse in any income year, it shall, where the taxpayer is 
engaged in the business of breeding bloodstock for sale, be 
deemed to be so used in the course of the conduct of that 
business. 

(3) In relation to any income year, where any taxpayer 
satisfies the Commissioner by application made in accordance 
with subsection (5), or where the Commissioner is otherwise 
satisfied, that any bloodstock of the taxpayer that is expected 
to be unable to be used for breeding purposes at any future 
time is used in that income year as a racehorse and is so used in 
the course of the conduct of any business of breeding 
bloodstock for sale carried on by that taxpayer in that income 
year, that bloodstock shall, for the purposes of this Act, be 
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deemed to be used by the taxpayer m the course of the 
conduct of that business. 

(4) In relation to any income year, where any taxpayer 
satisfies the Commissioner by application made in accordance 
with subsection (5), or where the Commissioner is otherwise 
satisfied, mhat any bloodstock of the taxpayer (other than 
bloodstock to which subsection (1) applies) used in that income 
year as a racehorse is not so used in the course of the conduct 
of any business of breeding bloodstock for sale carried on by 
that taxpayer in that income year, that bloodstock shall, for the 
purposes of this Act, be deemed not to be used by the taxpayer 
m the course of the conduct of that business. 

(5) Every application by any taxpayer under subsection (3) or 
subsection (4)-

(a) Shall be in writing; and 
(b) Shall be given to the Commissioner prior to the expiry of 

the period of one month followmg the earlier of the 
day on which the horse is first prepared for racing 
and the day on which it is first raced by the taxpayer; 
and 

(c) Shall be supported by such information as the 
Commissioner may require. 

(6) Where any bloodstock of any taxpayer engaged in the 
business of breeding bloodstock for sale has commenced to be 
used by the taxpayer otherwise than in the course of the 
conduct of that business, that bloodstock shall, for the rurposes 
of this Act, be deemed to have been disposed 0 by the 
taxpayer on the day on which it commenced to be so otherwise 
used, at a price·equal to the market value of that bloodstock on 
that day. 

(7) Where any bloodstock of any taxpayer engaged in the 
business of breeding bloodstock for sale has been used by that 
taxpayer otherwise than in the course of the conduct of that 
busmess, and the Commissioner is subsequendy satisfied that it 
has ceased to be so otherwise used and has commenced to be 
used by the taxpayer in the course of the conduct of the 
business of breeding bloodstock for sale, that bloodstock shall, 
for the purposes of this Act, be deemed to have been purchased 
by the taxpayer, on the day on which it so commenced to be 
used in that business, at a price equal to the market value of 
that bloodstock on that day. 

Cf. 1976, No. 65, s. 212A 
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EM S. Replacement breeding stock-(l) Where any 
breeding stock of any taxpayer is sold or otherwise disposed of 
by the taxpayer in any income year, the Commissioner, upon 
application made in writing by or on behalf of the taxpayer not 
later than 6 months after the end of that income year, or within 
such further period as the Commissioner may allow in any case 
or class of cases, may pencit an amount equal to the amount of 
the assessable gain III relation to that sale or other disposition 
which would otherwise be included in the assessable income 
derived by the taxpayer, or such portion of the assessable gain 
as the Commissioner thinks fit, to be applied in reduction of the 
cost of any bloodstock which the Commissioner is satisfied has, 
before the making of the application, been acquired by the 
taxpayer to replace that breeding stock. 

(2) Where any taxpayer receives any payment by way of 
insurance, indemnity, compensation, or other damages in 
respect of the loss or death of, or permanent injury to, any 
breeding stock of the taxpayer, the Commissioner-

(a) May, upon application made in writing by or on behalf of 
the taxpayer not later than 6 months after the end of 
that income year, or within such further period as the 
Commissioner may allow in any case or c1ass of cases, 
pencit an amount equal to the amount of the 
assessable gain in relation to that payment which 
would otherwise be included in the assessable income 
derived by the taxpayer, or such portion of the 
assessable gain as the Commissioner thinks fit, to be 
applied in reduction of the cost of any bloodstock 
which the Commissioner is satisfied has, before the 
making of the application, been acquired by the 
taxpayer to replace that breeding stock; or 

(b) May, where paragraph (a) does not apply by reason of any 
delay in the replacement of the breeding stock, and 
the Commissioner is satisfied that-

(i) There are valid commercial reasons for the delay 
in the replacement of the breeding stock; and 

(ii) The replacement bloodstock was acquired by 
the taxpayer before the end of the 2nd income year 
immediately succeeding the income year in which 
that loss, death, or permanent injury occurred,
upon application made in writing by or on behalf of 
die taxpayer, within the time prescribed in 
subparagraph (ii) or within such further time as the 
Commissioner may allow in any case or class of cases, 
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refund the tax paid in respect of any amount of 
assessable gain included in assessable income of the 
taxpayer under this Act, and the amount so included 
shall be applied in reduction of the cost of the 
replacement bloodstock. 

(3) In this section-
"Assessable gain" means the amount by which the 

amount of the proceeds of sale or other disposition of 
any breeding stock, or the amount of any payment by 
way of insurance, indemnity, compensation, or other 
damages in respect of any breeding stock, exceeds 
the amount of the value of that breeding stock to be 
taken into account by the taxpayer, in accordance 
with section EE 1 (3), at the end of the income year 
immediately preceding the income year in which that 
breeding stocK was sold or otherwise disposed of or, 
as the case may be, that breeding stock was lost, died, 
or otherwise suffered permanent injury: 

"Breeding stock" means-
(a) In relation to any bloodstock sold by the 

taxpayer, bloodstock that, prior to that sale, 
had been used by the taxpayer for breeding 
purposes in the course of the conduct of the 
busmess of breeding bloodstock for sale: 

(b) In relation to any bloodstock in respect of which 
the taxpayer receives a payment of any of 
the kinds referred to in subsection (2), 
bloodstock that had previously been used 
by the taxpayer for breeding purposes in 
the course of the conduct of the business of 
breeding bloodstock for sale, or bloodstock 
that, the Commissioner is satisfied, was 
purchased by the taxpayer for such use. 

Cf. 1976, No. 65, s. 212B 

SUBPART N-OTHER INCOME 

EN 1. Payments received for non-compliance with 
covenant to repair-( 1) This section shall apply to anr, 
amount (in this section referred to as a "specified payment' ) 
received by any taxpayer by way of indemnity, compensation, 
or damages for the non·peIformance by any other person of 
any obligation under a lease of land to maintain that land or to 
make repairs (including repairs by way of painting and general 
maintenance) to any improvements on that land. 
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(2) Subject to this section, any specified payment received in 
any income year by any taxpayer shalf be deemed to be 
included in the assessable income of the taxpayer for that 
income year: 

Provided that, where the taxpayer so elects by notice in 
accordance with subsection (3), which election shall be 
irrevocable, the taxpayer shall be entided to allocate, in such 
manner as the taxpayer specifies in the notice, the whole or 
any part of the specified payment to anyone or more of the 4 
income years (being a year or years In which the taxpayer 
continues to own the land in respect of which the specified 
payment was received) immediately succeeding that income 
year; and any amount so allocated to any sudi income year 
shall be deemed to be assessable income derived by the 
taxpayer in the income year to which it h3.f been so allocated 
and shall not be deemed to be assessable income derived by the 
taxpayer in the year in which the specified payment was 
received. 

(3) Every notice under the proviso to subsection (2) by which 
the whole or any part of the specified payment is allocated to 
anyone or more of the 4 income years Immediately succeeding 
the income year in which the payment was received shall be in 
writing and shall be given to the Commissioner within the time 
within which the taxpayer is required to furnish a return of the 
taxpayer's income for the year to which the specified payment 
or any part of it is so allocated, or within such further tune as 
the Commissioner may allow in any case or class of cases. 

(4) Where the whole or any part of the specified payment is 
not deemed to be included in the assessable income derived by 
the taxpayer for the year in which the specified payment IS 

received and is not allocated to anyone of the 3 income years 
immediately succeeding that income year, the whole or that 
part shall be deemed to be included in the assessable income 
derived by the taxpayer in the 4th income year immediately 
succeeding the year in which the specified payment was 
received. 

(5) Where any taxpayer who has made an election or 
elections under the proVISo to subsection (2) ceases, before the 
end of the 3rd income year immediately succeeding the income 
year in which the specified payment was received, to own the 
land in respect of which the specified payment was received, 
that specified payment, or so much of that specified payment 
as has not previously been included in the assessable income 
derived by the taxpayer for any income year, shall be deemed 
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to be included in the assessable income derived by the taxpayer 
in the income year in which the taxpayer ceased to own the 
land. 

(6) In any case where, in the income year in which the 
specified payment was received or any of the 4 income years 
immediately succeeding that income year, the taxpayer-

(a) Does not use the land in respect of which the specified 
payment was received for the purposes of deriving 
assessable income; and 

(b) Continues to own that land; and 
(c) Incurs expenditure in maintaining that land or in making 

repairs (including repairs by way of painting or 
general maintenance) to any improvements on that 
rand, being expenditure which is not deductible 
otherwise than under this section but in respect of 
which the taxpayer would be entitled to a deduction 
in the calculation of the assessable income derived by 
the taxpayer in that income year if the land had been 
used for the purpose of deriving assessable income,-

the Commissioner shall, in calculating the assessable income of 
the taxpayer for that income year, allow a deduction equal to 
the smaller of: 

(d) The amount of that expenditure: 
(e) The amount of the specified payment that is deemed to 

~e assessable income derived by the taxpayer in that 
Income year. 

(7) Where the taxpayer ceases to own part of the land in 
respect of which the specified payment is received, the 
Commissioner may apply this sectlOn in such manner as the 
Commissioner thinks fair and reasonable in respect of that part 
of the land that the taxpayer continues to own. 

(8) For the purposes of this section, a taxpayer shall be 
deemed to own land in which the taxpayer has any estate or 
interest, whether legal or equitable, other than an interest as 
mortgagee. 

C£ 1976, No. 65, s. 70 

EN 2. Sums received from sale of patent rights
(1) Where any taxpayer sells any patent rights, any sum 
received by or owing to the taxpayer in respect of the sale, 
after deducting the appropriate amount specified in 
subsection (3), shall be deemed to be assessable mcome and 
shall be deemed to be derived by the taxpayer during the 
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income year in which the sum is received by or becomes owing 
to the taxpayer: 

Provided that the Commissioner may, upon application 
made in writing by or on behalf of the taxpayer not later than 
12 months after the end of that income year or within such 
further period as the Commissioner allows, apportion that 
income between that income year and any number of 
subsequent years not exceeding 5, and in every such case the 
amount of income so apportioned to any income year shall be 
deemed to have been derived in that year. 

(2) Any apportionment made under subsection (1) may be at 
any time cancelled by the Commissioner, and in every such 
case the whole of the income so apportioned shall be deemed 
to have been derived in the income year immediately 
preceding the year in which the apportionment is cancelled, 
except to the extent to which the income has been apportioned 
to and assessed for any earlier income year. 

(3) The total amount that may be deducted from any such 
sum shall,-

(a) Where the taxpayer actually devised the invention to 
which the patent relates, be the amount of the 
expenditure incurred by the taxpayer in connection 
with the devising of the invention (to the extent that a 
deduction for that expenditure has not already been 
allowed under section DJ 6 (2)), or (where the sale 
does not include the whole of the patent rights in 
respect of the invention) such proportion of that 
expenditure as the Commissioner thinks just: 

(b) Where the taxpayer acquired the patent rights before 1 
April 1993, be an amount beanng to the total cost of 
the patent rights to the taxpayer the same proportion 
as the unexpired term of the patent rights at the date 
of the sale bears to the unexpired term of the patent 
rights at the date of their acquisition by the taxpayer: 

(c) Where the taxpayer acquired the patent rights on or after 
1 April 1993, the total cost of the patent rights to the 
taxpayer. 

(4) For the purposes of this section the sum received by or 
owing to any taxpayer in respect of the sale of any patent 
rights shall be deemed to include the value of any consideration 
received or owing in respect of the sale otherwise than in cash; 
and the value of that consideration shall be determined in case 
of dispute by the Commissioner. 
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(5) This section shall, as far as it is applicable and with any 
necessary modifications, apply in any case where the sale is in 
respect of a share or interest in any patent rights. 

Cf. 1976, No. 65, s. 83 

EN S. Spreading of income derived from assignment of 
or grant of interest in copyright-( 1) This section shall 
apply where-

(a) A taxpayer, being an author of a literary, dramatic, 
musical, or artistic work, assigns the copyright in that 
work wholly or partially, or grants any interest in the 
copyright by licence; and 

(b) The taxpayer was engaged on the making of the work for 
a period of more than 12 months. 

(2) To the extent that the consideration for the assignment or 
grant consists of a lump sum payment the whole amount of 
which would, but for this section, be included in calculating the 
taxpayer's assessable income for anyone income year, the 
Commissioner may, upon application made in writing by or on 
behalf of the taxpayer not later than 6 years after the end of 
that income year, apportion the amount of the payment 
equally between that income year and-

(a) The income year immediately preceding that income 
year, in any case where the period for which the 
taxpayer was engaged on the making of the work did 
not exceed 24 months: 

(b) The 2 income years immediately preceding that income 
year, in any case where the period for which the 
taxpayer was engaged on the making of the work 
exceeded 24 months,-

and in every such case the amount so apportioned to any such 
income year shall be deemed to have been derived in that year. 

(3) To the extent that the consideration for the assignment or 
grant consists of any payments, being payments to which 
subsection (2) does not apply, of or on account of royalties or 
otherwise that have been received by the taxpayer within 2 
years after the first publication of the work and the whole 
amount of which would, but for this section, be included in 
calculating the taxpayer's assessable income for anyone 
income year, the Commissioner may, upon application made in 
writing by or on behalf of the taxpayer not later than 8 years 
after the first publication of the work, apportion the amount of 
those payments equally between that income year and the 
income year immediately preceding that income year, and in 
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every such case the amount so apportioned to any such income 
year shall be deemed to have been derived in that year. 

(4) Notwithstanding the time bar, the Commissioner may, to 
give effect to this section, amend any assessment or 
assessments of the taxpayer at any time. 

(5) This section shall, with any necessary modifications, apply 
with respect to any income derived by an author from the 
publication by the author of the author's own work, being 
mcome that, in the opinion of the Commissioner, it is equitable 
to apportion, in the same manner as it applies with respect to 
any payments to which subsection (3) applies. 

(6) In this section-
"Author" includes a joint author: 
"First publication", in relation to a work, means the first 

occasion on which the work or a reproduction of it is 
published, performed, or exhibited: 

"Lump sum payment" includes an advance on account of 
royalties. 

Cr. 1976, No. 65, s. 84 

EN 4. Spreading of income derived on acquisition of 
land by Crown-(I) Where a taxpayer derives income in any 
income year from the disposition to the Crown of any land 
owned by the taxpayer, whether the land is taken under the 
Public Works Act 1981 or otherwise acquired by the Crown, the 
Commissioner may, upon application made in writing by or on 
behalf of the taxpayer within 12 months after the end of that 
income year or within such further period as the Commissioner 
allows, and, if required by the Commissioner, upon the 
taxpayer making arrangements to the satisfaction of the 
Commissioner for the payment of all income tax that is or may 
become payable in respect of that income, apportion that 
income between that income year and any number of 
subsequent years not exceeding 3, and in every such case the 
amount of income so apportioned to any income year shall be 
deemed to have been derived in that year. 

(2) Any apportionment made under this section may be at 
any time cancelled by the Commissioner, and in every such 
case the whole of the income so apportioned shall be deemed 
to have been derived in the income year immediately 
preceding the year in which the apportionment is cancelled, 
except to the extent to which the income has been apportioned 
to and assessed for any earlier income year. 

Cf. 1976, No. 65, s. 84 
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EO 1. Employer superannuation contributions-An 
employer who makes an employer superannuation contribution 
(bemg a contribution that would otherwise be deductible under 
section DF 3 in the year in which it is made) may, where the 
contribution is made not more than 63 days after the end of 
the income year in respect of which-

(a) The contribution was required under the conditions of the 
scheme to be made; or 

(b) The amount of the contribution was calculated, having 
regard to the amounts of the earnings paid by the 
employer to any employee who was during that 
income year a member of the scheme,-

elect, at any time before the employer files a return of income 
for that income year or within such further time as the 
Commissioner allows, that the amount of the contribution 
should be deducted in calculating the assessable income of the 
employer for that income year instead of the income year in 
which the contribution was made; and where an employer so 
elects the contribution shall accordingly be deductible for that 
earlier income year and not for the later income year. 

Cf. 1976, No. 65, s. 150 (2F) 

EO 2. Deduction to lessee in non-specified lease
(1) Notwithstanding anything in this Act, every lease payment 
made under any lease of personal property that is not a 
specified lease shall be deemed to be paid in respect of the 
lease term. 

(2) In calculating the assessable income derived in any 
income year by the lessee in a lease of personal property that is 
not a specified lease, the amount of any deduction allowable to 
the lessee under section BB 7 or any other provision of this Act 
in respect of expenditure incurred m lease paF.ents under the 
lease shall be calculated in accordance WIth the following 
formula: 

a b Xc 

where-
a is that part of the lease term that falls within the income 

year; and 
b is the lease term; and 
c is the sum of the lease payments. 
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(3) This section applies with respect to lease payments 
incurred under any lease entered into on or after 6 August 
1982, other than any lease payment that has been claimed as a 
deduction in a tax return furnished to the Commissioner before 
5 August 1993. 

cf. 1976, No. 65, s. 222E; 1993, No. 130, s. 57 (2) 

EO S. Costs of acquiring any film or any right in any 
film-( 1) Notwithstanding anything in any other section of this 
Act, other than sections DK 1, EO 4, and GD 12, where in any 
income year any person has, in relation to any film, incurred 
any expenditure consisting of the whole or any part of the cost 
of production, or any expenditure in acquiring any right and 
has, as a result, become possessed of that film or any right in 
that film, no deduction in respect of that expenditure shall, 
except to the extent provided in this section, be allowed in 
calculating the assessable income derived in any income year 
by that person: 

Provided that this subsection shall not apply to any person, 
being a broadcaster, who has in any income year incurred any 
expenditure consisting of the whole or any part of the cost of 
production of that film, or incurred any expenditure in 
acquiring that film or any right in that film, and that film or 
that right was acquired primarily and principally for the 
purpose of enabling that broadcaster to broadcast that film in 
New Zealand. 

(2) This section shall apply in relation to any film, and to any 
film owner who-

(a) Becomes a film owner by reason of being the person who 
first owns a right in relation to that film and, before 
so owning that right, incurred expenditure directly in 
the production of that film; or 

(b) Being a film owner other than the film owner referred to 
in paragraph (a), incurs expenditure in purchasing or 
otherwise acquiring a film or a right in that film: 

Provided that this section shall not apply to any person, 
being a broadcaster, in relation to any film or to any right in 
any film to which the proviso to subsection (1) refers. 

(3) For the purposes of this Act, where a film owner incurs 
any expenditure ID respect of which a deduction has been or is 
to be allowed under tliis section, or where a film owner incurs 
any expenditure in acquiring any asset in respect of which a 
deduction by way of depreciation loss has been or is to be 
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allowed under this section, no other deduction shall be allowed 
under any other provision of this Act-

(a) In respect of that expenditure; or 
(b) To that film owner by way of depreciation in respect of 

any asset acquired by the film owner, or of which the 
film owner has become possessed, as a result of that 
expenditure. 

(4) Subject to sections EO 4 and CD 12, where in any income 
year any taxpayer who is or becomes in that income year a film 
owner, owns or becomes the owner of any completed feature 
film or any right in such a film and remains the owner of that 
film or right until the end of that income year, a deduction shall 
be allowed in calculating the assessable income derived by that 
taxpayer in that income year of an amount that, in relation to 
that feature film, is equal to the lesser of-

(a) The amount of the specified deduction in relation to that 
income year: 

(b) An amount equal to the residual value in relation to that 
income year: 

Provided that in any case where the income derived by that 
taxpayer from the sale, use, rental, or other exploitation of that 
film or that right in that income year exceeds the specified 
deduction, in relation to that film, for that year, the taxpayer 
shall be entitled to a deduction of such amount of the cost of 
acquisition of that film or of that right in that income year as is 
equal to the lesser of-

(c) The amount of the residual value of that film or of that 
right in relation to that income year: 

(d) The income derived from the sale, use, rental, or other 
exploitation of that film or of that right which was 
derived during that income year. 

(5) Subject to sections EO 4 and CD 12, where, at any time 
during an income year, a taxpayer becomes the owner of any 
completed film other than a feature film, or of any right in any 
completed film other than a feature film, that taxpayer shall be 
entitled to deduct the cost of acquisition of that film or of that 
right (to the extent that that cost of acquisition was incurred by 
that taxpayer during that income year) in calculating the 
assessable income derived by that taxpayer in that income year 
and in the immediately succeeding income year in the 
following proportions-

(a) 50% in the income year in which that film or that right 
was acquired; and 
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(b) The balance in the income year immediately succeeding 
the income year in which that film or that right was 
acquired: 

Provided that in any case where the income derived from the 
sale, use, rental, or other exploitation of that film or of that 
right, in the income year in which that film or that right was 
acquired exceeds 50% of the cost of acquisition of that film or 
that right which was incurred by that taxpayer prior to the end 
of that income year, that taxpayer shall be entitled to a 
deduction in that income year of an amount equal to the lesser 
of-

(c) The cost of acquisition of that film or that right which was 
incurred oy that taxpayer prior to the end of that 
income year: 

(d) The income from the sale, use, rental, or other 
exploitation of that film or that right which was 
derived during that income year,-

and the amount of the deduction that would, but for this 
proviso, have been allowed in the next succeeding income year 
shall be reduced to an amount equal to the amount (if any) 
which remains after deducting from the total cost of acquisition 
of that film or of that right the income derived from that film 
or from that right in that income year. 

(6) Subject to sections EO 4 and GD 12, where, in any income 
year, any taxpayer, being the owner of a film or any right in 
any film, or being the owner of a film and of any right in that 
film, ceases to own that film or every right in that film, or, as 
the case may be, ceases to own that film and every right in that 
film which that taxpayer Eossessed at any time during that 
income year, the balance of any cost of acquiring that film or 
that right or, as the case may be, any cost ot acquiring that film 
and that right or, where that film is a feature film the balance 
of the residual value in relation to that feature film, which has 
not been allowed as a deduction in calculating the assessable 
income derived by that taxpayer in any income year, shall be 
allowable as a deduction in calculating the assessable income 
derived by that taxpayer in the income year in which that 
taxpayer ceases to own that film or that right. 

(7) This section shall apply subject to section DK 1. 
(8) Where any amount by way of depreciation loss has been 

included in the cost of acquisition of any film or any right in a 
film or in any part of that cost of acquisition, and any cost of 
acquisition has been allowed as a deduction in calculating the 
assessable income derived by any taxpayer in any income year, 
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and the asset in relation to which that depreciation loss was 
calculated is sold or otherwise disposed of or used otherwise 
than in producing the film to which that cost of acquisition 
relates, the Commissioner shall, to the extent of an amount 
which is, or amounts which in the aggregate are, not greater 
than that amount of depreciation loss, make such adjustments 
as the Commissioner considers fair and equitable. 

(9) In this section-
"Broadcaster" means a person who operates a television 

station or network or a cable television system: 
"Residual value", in relation to a film and to any right in 

relation to a film, and to any taxpayer, and to any 
income year, means the amount of the cost of 
acquisition of the film or the right in relation to a film 
incurred prior to the end of the income year, reduced 
by so much of the amount as has been allowed as a 
deduction in calculating the assessable income 
derived by the taxpayer in any income year 
preceding that income year: 

"Specified deduction", in relation to an income year and 
to any feature film, means an amount calculated in 
accordance with the following formula: 

x -Xz 

where-
y 

x is the number of complete months in the 
period that commenced on the later of the 
first day of the month in which the film is 
completed and the first day of the income 
year, and ends on the last day of the income 
year; and 

y is 24, reduced by such number (if any) as is 
equal to the number of complete months in 
the period that commences on the first day of 
the month in which the film is completed and 
ends on the last day of the income year that 
immediately precedes the income year first 
mentioned in this definition; and 

z is an amount equal to the sum of the residual 
value, in relation to that income year, in 
relation to that film and to any right in that 
film. 

ef. 1976, No. 65, s. 224A (1)-(7), (10), (14) 



1994. No. 164 Income Tax 2223 
I.E04 

EO 4. Cost of producing films-(I) For the purposes of 
this section, any film production expenditure incurred by any 
taxpayer, prior to the film being completed, in reimbursing any 
other person for film production expenditure incurred by that 
other person in relation to that film sball be treated in the same 
manner as though it were film production expenditure incurred 
by that taxpayer in producing that film. 

(2) This section shall apply subject to section DK I. 
(3) For the purposes of this Act, where any taxpayer incurs 

any film production expenditure (not being a depreciation loss) 
in respect of which a deduction has been or is to be allowed 
under this section, or where any taxpayer incurs any 
expenditure in acquiring any asset in respect of which a 
deduction of film production expenditure (being a depreciation 
loss) has been or is to be allowed under this section, no other 
deduction shall be allowed under any other provision of this 
Act-

(a) In respect of that film production expenditure or that 
expenditure in acquiring that asset; or 

(b) To that taxpayer by way of depreciation in respect of any 
asset acquired by the taxpayer, or of which the 
taxpayer has become possessed, as a result of that 
filni production expenruture or that expenditure in 
acquiring that asset. 

(4) Where-
(a) In any income year any taxpayer has incurred any film 

production expenditure in relation to a film in 
relation to which the taxpayer is a film owner; and 

(b) That film has, by means of a final certificate issued by the 
New Zealand Film Commission, been certified as a 
New Zealand film,-

the taxpa),er shall be entitled to deduct an amount equal to the 
amount of that film production expenditure in calculating the 
assessable income derived by the taxpayer in the later of-

(c) The income year in which that New Zealand film is 
completed: 

(d) The income year in which that film production 
expenditure is incurred. 

(5) Where in any income year any film other than a New 
Zealand film is completed, and any taxpayer who is a film 
owner in relation to that film has, whether in that income year 
or in any income year preceding that income year, incurred 
any film production expenditure in relation to that film, that 
taxpayer shall be entitled to deduct, in the following 
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proportions and in calculating the assessable income derived by 
the taxpayer in the following income years, the amount or the 
aggregate of the amounts of the film production expenditure: 

(a) The income year first mentioned in this subsection, 50%; 
and 

(b) The income lear immediately succeeding that first
mentione income year, 50%: 

Provided that in any case where the amount (if any) received 
or receivable, by or on behalf of the taxpayer from the sale, 
use, rental, or other exploitation of that film or of any right in 
that film, in the income year in which that film is completed 
exceeds the amount of the film production expenditure that, 
but for this proviso, would be allowable as a deduction in 
calculating the assessable income derived by the taxpayer in 
that income year, that taxpayer shall be entitled to deduct, in 
calculating that assessable income, such amount as is equal to 
the lesser of-

(i) The aggregate of the amounts of the film 
production expenditure incurred by the taxpayer, in 
relation to that film, in every income year ending on 
or before the last day of the income year in which 
that film is completed: 

(ii) The amount so received or receivable, by the 
taxpayer or on the taxpayer's behalf, from that sale, 
use, rental, or other exploitation,-

and the amount of the deduction that, but for this proviso, 
would have been allowable in calculating the assessable income 
derived by the taxpayer in the income year immediately 
succeeding the income year first mentioned in this proviso, 
shall be reduced to only so much as is equal to the amount that 
remains after deducting from the aggregate referred to in 
paragraph (i) of this proviso an amount equal to the amount 
referred to in paragraph (ii) of this proviso, and only that 
reduced amount shall be so allowable as a deduction. 

(6) Where, in any income year succeeding the income year in 
which a film is completed, any taxpayer (being a taxpayer who, 
in relation to that film, is a film owner) incurs any film 
production expenditure in relation to that film, that taxpayer 
shall be entitled to deduct an amount equal to the amount of 
that film production expenditure in calcUlating the assessable 
income derived by the taxpayer in that income year. 

(7) Where, in the income year in which any film other than a 
New Zealand film is completed, any taxpayer, being the owner 
of that film or any right in that film, ceases to own that film or 
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every right in that film or, as the case may be, ceases to own 
that fihri and every right in it which the taxpayer possessed at 
any time during that income year, the taxpayer shall be 
entitled to deduct an amount equal to the total of the film 
production expenditure incurred by the taxpayer in relation to 
that film in calculating the assessable income derived by the 
taxpayer in that income year. 

(8) Where any amount by way of depreciation loss (being a 
depreciation loss that is film production expenditure) has been 
allowed as a deduction under this section in calculating the 
assessable income derived by any taxpayer in any income year, 
and the asset in relation to which that depreciation loss was 
calculated is sold or otherwise disposed of or used otherwise 
than in producing the film to which that film production 
expenditure relates, the Commissioner shall, to the extent of an 
amount which is, or amounts which in the aggregate are, not 
greater than that amount of depreciation loss, make such 
adjustments as the Commissioner considers fair and equitable. 

(9) The New Zealand Film Commission may, following 
receipt of a written application for certification of a film as a 
New Zealand film and on receipt of such information as the 
Commission requires, issue a written provisional certificate or a 
written final certificate in respect of that film. 

(10) Any provisional certificate or final certificate issued by 
the New Zealand Film Commission may subsequently be 
revoked by the Commission where, whether because an 
incorrect statement was made in the furnishing of information 
for the purposes of obtaining a certificate or for any other 
reason, tbe Commission is satisfied that the certificate should 
not remain in force; and a certificate that has been so revoked 
shall be void from the time of its issue. 

(11) Where a provisional certificate or a final certificate has 
been issued by the New Zealand Film Commission-

(a) A copy of that certificate shall be sent immediately to the 
Commissioner: 

(b) Notice of any revocation of any provisional certificate or 
final certificate by the New zealand Film Commission 
shall immediately be communicated in writing to the 
Commissioner. 

(12) Where, in relation to any income year,-
(a) An amount (in this subsection referred to as the "specified 

amount ') is contributed by any taxpayer or is 
contingently liable to be contributed in payment of 
any of the costs of producing any film; and 
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(b) In respect of all or any part of so much of the specified 
amoWlt as relates to the provision of services or the 
supply of goods the liability for payment of the cost 
or which has, in terms of an agreement entered into 
between the provider of those services or the supplier 
of those goods and any other person, been deferred, 
the period between the time of provision of those 
services or the supply of those goods and the time of 
the payment of their cost is, in the opinion of the 
Commissioner, excessive, or the liability for payment 
of that cost is dependent on a contingency,-

the expenditure in the acquiring of those services or those 
goods shall be deemed to be incurred at the time or times of 
the making of that payment or those payments. 

(13) In this section, "provisional certificate", in relation to a 
film that is proposed to be produced or is in the course of being 
produced, means a certificate issued by the New Zealand Film 
Commission certifying that that Commission is satisfied that 
the film so proposed to be produced or in the course of being 
produced, and described in the certificate, will, when 
completed, qualify for certification as a New Zealand film. 

Cf. 1976, No. 65, s. 224D 

EO 5. Payment for non-compliance with covenant to 
repair-( 1) Subject to this section, where-

(a) Any taxpayer is or was the lessee of land used by the 
taxpayer in the production of assessable income for 
any income year; and 

(b) Under the lease the taxpayer is or was Wlder an 
obligation to maintain that land or to make repairs 
(including repairs by way of painting and general 
maintenance) to any improvements on that land; and 

(c) By reason of the failure of the taxpayer to perform that 
obligation the taxpayer has become liable to pay the 
lessor of that land a sum of money by way of 
indemnity, compensation, or damages; and 

(d) That sum or any part of that sum is paid to or recovered 
by the lessor from the taxpayer-

the Commissioner shall, in calculating the assessable income of 
the taxpayer for the income year in which that sum or any part 
of that sum was/aid or recovered, allow a deduction or the 
amount so pai or recovered to the extent that the 
Commissioner is satisfied that the amount was in respect of 
maintenance or repairs, expenditure on which, if it had been 
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incurred by the taxpay~r during the term of the lease, would 
have been allowed as a deduction in calculating the taxpayer's 
assessable income. 

(2) Instead of claiming a deduction for the income year in 
which any amount was paid or recovered in accordance with 
subsection (1), the tax~ayer may, if the taxpayer so elects by 
notice in accordance wIth subsection (3), which election shall be 
irrevocable, be entitled to allocate, in such manner as the 
taxpayer specifies in the notice, the whole or any part of that 
amount to anyone or more of the 3 income years (being a year 
or years in which the land was used by the taxpayer in the 
production of assessable income) immediately preceding the 
mcome year in which that amount was so paid or recovered, 
and on receipt of the notice the Commissioner shall allow the 
amount so allocated to any such income year as a deduction in 
calculating the assessable income of the taxpayer for that 
income year and shall, notwithstanding the time bar, make or 
amend any assessment in respect of that income year 
accordingly. Any amount so allocated to any such income year 
shall not be allowed as a deduction in calculating the assessable 
income of the taxpayer for the income year in which the 
amount was so paid or recovered. 

(3) Every notice of election under subsection (2) in respect of 
any amount paid or recovered shall be given to the 
Commissioner in writing within the time within which the 
ta"payer is required to furnish a return of the taxpayer's 
income for the mcome year in which that amount was paid or 
recovered, or within such further time as the Commissioner 
may allow in any case or class of cases. 

Cf. 1976, No. 65, s. 138 

SUBPART Z-TERMINATING PROVISIONS 

EZ 1. Spreading of income arising in 1992-93 income 
year from revaluation of specified Iivestock-(l) Where a 
ta"payer derives any livestock revaluation income in relation to 
the 1992-93 income year, the taxpayer shall, if the taxpayer so 
elects by notice in writing in accordance with subsection (2), be 
entitled to allocate the livestock revaluation income, in a 
manner that accords with subsection (3), to that income year 
and the 4 succeeding income years, and in every such case the 
amount of income so allocated by the taxpayer to each such 
income year shall be deemed to be income derived in that 
income year. 
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(2) Every notice under subsection (1) shall be furnished with 
the taxpayer's return of income for the 1992-93 income year. 

(3) Tne amount of livestock revaluation income allocated by 
a taxpayer to any particular income year in accordance with 
subsection (1) shall not be less than the smaller of-

(a) An amount equal to 20% of the livestock revaluation 
income; or 

(b) The amount of the balance of the livestock revaluation 
income not included in calculating the assessable 
income of the taxpayer in any income year preceding 
that particular income year. 

(4) Where in any income year a taxpayer dies or ceases to 
derive income from specified livestock, any amount of livestock 
revaluation income allocated to any later income year shall, 
notwithstanding subsection (1 ), be deemed to be income 
derived in the income year in which the taxpayer died or 
ceased deriving income from specified livestock. 

(5) Any allocation made under this section may at any time 
be cancelled by the Commissioner where the taxpayer ceases 
to be resident ID New Zealand, or substantially ceases farming, 
or for other good reason, and in every such case the whole of 
the livestock revaluation income shall be deemed to be derived 
by the taxpayer in the income year in respect of which the 
allocation is cancelled, except to the extent tnat the income has 
been allocated to and assessed for any earlier income year. 

(6) Where for the 1991-92 income year a taxpayer valued 
any class of specified livestock in accordance with the former 
section 86 of the Income Tax Act 1976 as that section was in 
force before its repeal by section 21 of the Income Tax 
Amendment Act {No. 2) 1993 (being the former standard value 
or "trading stock' method), the livestock revaluation amount in 
respect of that class shall be the amount (whether positive or 
negative) calculated in accordance with the following formula: 

where
a X (b - c) 

a is the number of specified livestock of the taxpayer of 
that class on hand at the end of the 1992-93 income 
year; and 

b is the average closing value of all the taxpayer's 
livestock of that class on hand at the end of the 1992-93 
income year (that value to be determined by dividing 
the total closing value of such livestock for that income 
year by the number of animals referred to in item a); 
and 
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c is the value at which animals of that class were taken 
into account at the end of the 1991-92 income year in 
accordance with the former section 86 of the Income 
Tax Act 1976 as that section was in force before its 
repeal by section 21 of the Income Tax Amendment 
Act (No. 2) 1993. 

(7) Where for the 1991-92 income year a taxpayer valued 
any class of specified livestock in accordance with the former 
section 86A of the Income Tax Act 1976 as that section was in 
force before its repeal by section 21 of the Income Tax 
Amendment Act (No. 2) 1993 (being the former herd scheme 
method), the livestock revaluation amount in respect of that 
class shall be the amount (whether positive or negative) 
calculated in accordance with the following formula: 

where
d X (e - ~ 

d is the number of specified livestock of that class valued 
by the taxpayer at the end of the 1992-93 income year 
under the berd scheme; and 

e is the national average market value for the 1992-93 
income year of animals of that class multiplied by the 
taxpayer's herd value ratio (if any) for livestock of that 
class; and 

f is the national average market value for the 1992-93 
income year of animals of that class. 

(8) Where for the 1991-92 income year a taxpayer valued 
any class of specified livestock in accordance with the former 
section 868 of the Income Tax Act 1976 as that section was in 
force before its repeal by section 21 of the Income Tax 
Amendment Act (No. 2) 1993 (being the cost price, market 
value, or replacement price options), the livestock revaluation 
amount in respect of that class shall be the amount (whether 
positive or negative) calculated in accordance with the 
following formula: 

g X (h - i) 
where-

g is the number of specified livestock of that class on hand 
at the end of the 1992-93 income year; and 

h is the average closing value of all the taxpayer's 
livestock of that class on hand at the end of the 1992-93 
income year (that value to be determined by dividing 
the total closing value of that livestock for that income 
year by the number of animals referred to in item g); 
and 
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is the amount that would be the average closing value of 
the taxpayer's livestock of that class on hand at the end 
of the 1992-93 income year, if that value were to be 
determined by dividing-
(a) The total closing livestock value that would be 

applied to all the taxpayer's livestock of that 
class on hand at the end of the 1992-93 income 
year had they continued for that year to be 
valued using the same option as was used for the 
1991-92 income year; by 

(b) The number of animals referred to in item g. 
(9) Where, in relation to any particular class of specified 

livestock of a taxpayer on hand at the end of the 1992-93 
income year, the taxpayer owned no livestock of that class at 
the end of the 1991-92 income year, the livestock revaluation 
amount in respect of that class shall be the amount (whether 
positive or negative) calculated in accordance with the 
following formula: 

j - k 
where-

J is the total closing value (under whichever method 
valued) of all specified livestock of the taxpayer of that 
class on hand at the end of the 1992-93 income year; 
and 

k is whichever of the following amounts, calculated on the 
basis of the number of livestock of that class on hand at 
the end of the 1992-93 income{ear, applies in relation 
to the taxpayer and the class 0 livestocK: 
(a) The total herd value of that class of livestock for the 

1992-93 income year, as determined under 
section 86n of the Income Tax Act 1976, in any 
case where-

(i) An election by the taxpayer to value 
livestock of that class under the former herd 
scheme was still in force at the end of the 
1991-92 income year; and 

(ii) The taxpayer, in that 1991-92 income 
year, in fact valued under the former herd 
scheme any livestock of the same type as that to 
which the class of livestock belongs: 

(b) Where no specified livestock of the taxpa}"er of the 
same type as that to which the class of livestock 
belongs were on hand at the end ofthe 1991-92 
income year, the amount that would be the total 
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closing value of all the taxpayer's livestock of 
that class for the 1992-93 income year if they 
were all valued using (at the option of the 
taxpayer) the national standard cost scheme, or 
any of the market value, replacement price, and 
cost price options under section 868 of the 
Income Tax Act 1976: 

(c) The closing value that would have been determined 
for that class of livestock at the end of the 
1991-92 income year under the former section 
86 of the Income Tax Act 1976 as that section 
was in force before its repeal by section 21 of the 
Income Tax Amendment Act (No. 2) 1993 (beinp' 
the former standard value or "trading stock' 
scheme), where-

(i) Any specified livestock of the same type as 
that to which the class of livestock belongs were 
valued by the taxpayer for the 1991-92 income 
year in accordance with that former section 86; 
and 

(ii) Paragraph (a) does not apply in relation to 
the taxpayer and that class of livestock: 

(d) In any case to which none of paragraphs (a) to (c) 
apply, the amount that would be the total 
dosing value of all the taxpayer's livestock of 
that class for the 1992-93 income year if they 
were all valued using (at the option of the 
taxpayer) the market value option or the 
replacement price option or the cost price option 
under section 868 of the Income Tax Act 1976. 

(10) In this section, "livestock revaluation income", in 
relation to any specified livestock owned by any taxpayer at the 
end of the 1992-93 income year, means the lesser of-

(a) The taxpayer's assessable income for the 1992-93 income 
year; and 

(b) The amount (which if a negative amount shall be treated 
as nil) of the aggregate of the livestock revaluation 
amounts calculated in accordance with subsections (6) 
to (9) for each class of specified livestock owned by 
the taxpayer at the end of the 1992-93 income year, 
reduced by,-

(i) Where the taxpayer has incurred a loss for the 
1992-93 income year, the amount of that loss 
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(excluding any amount of attributed foreign loss or 
foreign investment fund loss); and 

(ii) Any amount of loss incurred in a previous year 
that is carried forward to the 1992-93 income year 
for set off in accordance with section 188 of the 
Income Tax Act 1976 (excluding any amount of 
attributed foreign loss or foreign investment fund loss 
carried forward). 

Cf. 1976, No. 65, s. 86L 

EZ 2. Spreading of income from revaluation of trading 
stocks of wine, brandy, and whisky-(I) Where any liquor 
licence holder derives liquor revaluation income from specified 
trading stock during the 1988-89 income year, the liquor 
licence holder may, by notice in writing to the Commissioner 
within the time in which the liquor licence holder is required to 
furnish a return of income for that income year, or within such 
further time as the Commissioner may allow, elect to either-

(a) Apportion that liquor revaluation income between that 
income year and all or any of the 8 income years 
immediately succeeding that income year, and in 
every such case the amount of income so apportioned 
shall be deemed to have been income derived by the 
liquor licence holder in the income year to which it is 
apportioned; or 

(b) Claim a deduction in calculating the assessable income for 
that income year amounting to one-half of the liquor 
revaluation income of that liquor licence holder. 

(2) An election made under subsection (1) shall be final. 
(3) The amount of any liquor revaluation income 

apportioned to any income year in accordance with the 
provisions of subsection (1)(a) shall not be less than the lesser 
of-

(a) 11 % of the liquor revaluation income: 
(b) The balance of the liquor revaluation income not included 

in calculating the assessable income of the liquor 
licence holder in any income year preceding that 
income year. 

(4) Any apportionment made under subsection (1)(a) may at 
any time be cancelled by the Commissioner, and in every such 
case the whole of the liquor revaluation income so apportioned 
shall be deemed to have been derived by the liquor licence 
holder in the income year immediately preceding the income 
year in respect of which the apportionment is cancelled, except 
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to the extent to which the income has been apportioned to and 
assessed for an earlier year. 

(5) In this section-
"Liquor licence holder" means any taxpayer who is a 

holder, or on whose behalf another person is a holder, 
of a grape wine licence granted under the Wine 
Makers Act 1981, or of a licence to distil spirits 
granted under Part II of the Distillation Act 197 1: 

"Liquor revaluation income", in relation to any specified 
trading stock owned at the end of the 1988-89 
income year by any liquor licence holder, means the 
amount (if a positIve amount) calculated in 
accordance with the following formula: 

a-b 
where-

a is the value at which that specified trading 
stock was to be taken into account by that 
liquor licence holder in accordance with 
section 85 of the Income Tax Act 1976, at the 
end of that income year; and 

b is the value of that specified trading stock 
calculated by reference to the standard value 
that would have applied at the beginning of 
that income year in terms of section 87 of the 
Income Tax Act 1976: 

"Specified trading stock" means any trading stock, 
being-

(a) Wine; or 
(b) Brandy; or 
(c) Whisky,-

that is manufactured in New Zealand and held as 
reserve stock for maturity purposes. 

er. 1976, No. 65, s. 87A 

EZ 8. Depreciation allowances, etc., on motorcars
(1) For the purposes of this section, where under 2 or more 
consecutive 1eases or bailments, or 2 or more successive leases 
or bailments that are in each case separated successively the 
one from the other by a period of time not exceeding one 
month (those consecutive leases and those successive bailments 
being referred to in this subsection as the "leases"), any motor 
vehicle is leased or bailed to the same person,-

(a) Those leases shall be deemed to be one lease extending 
throughout the period of time from the 

G-IB 
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commencement of the first of those leases to the 
expiry of the last of those leases; and 

(b) Every motor vehicle leased or bailed under those leases 
shall be deemed to be a motor vehicle leased 
throughout that last·mentioned period of time. 

(2) For the purposes of this section, a taxpayer shall be 
deemed to have acquired a motorcar on the date on which 
possession of that motorcar is given and taken in respect of that 
acquisition, and not before. 

(3) Where and to the extent that, in the 1986-87 or any 
earlier income year, any taxpayer incurred expenditure in 
excess of the specified cost in the acquisition, on or after 23 
October 1974, of any motorcar, the amount of that 
expenditure shall,-

(a) For the purpose of determining the amount of any 
deduction allowable under this Act in respect of that 
motorcar; or 

(b) For the purpose of section EC 19; or 
(c) For the purpose of calculating the amount of any loss 

incurred by the taxpayer on the disposal, loss, or 
destruction of that motorcar,-

in relation to the 1987-88 or any subsequent income year be 
deemed to have been an amount calculated in accordance with 
the following formula: 

where-

x X (y - z)+ w 
y 

x is the amount of the expenditure incurred by the 
taxpayer in the acquisition of that motorcar, reduced by 
any amount that was deemed to be a deduction allowed 
in respect of depreciation of that motorcar in terms of 
the proviso to section 11 7 (2) of the Income Tax Act 
1976 as that section was in force before its repeal by 
section 13 of the Income Tax Amendment Act 1993; 
and 

y is the specified cost in relation to that motorcar, 
reduced by any amount that was deemed to be a 
deduction allowed in respect of depreciation of that 
motorcar in terms of the proviso to that section 11 7 (2); 
and 

C-18* 
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z is the sum of the amounts of the allowances by way of 
depreciation in respect of that motorcar in respect of 
each of the 1986-87 or earlier income years, being the 
allowances that would, if the whole of the travel in that 
motorcar in each of those income years, were travel 
undertaken wholly and exclusively in the production of 
the assessable income of the taxpayer, have been 
allowed as a deduction in calculating the assessable 
income of the taxpayer in those income years, 
notwithstanding the amount (if any) of the allowance by 
way of depreciation that is allowed as a deduction by 
the Commissioner in any income years, not being-

(i) Depreciation that was allowable under section 114B 
of the Income Tax Act 1976 as that section was in force 
before its repeal by section 63 of the Income Tax 
Amendment Act (No. 2) 1990; or 

(ii) Any amount that was deemed to be a deduction 
allowed in respect of depreciation of that motorcar in 
terms of the proviso to section 11 7 (2) of the Income 
Tax Act 1976 as that section was in force before its 
repeal by section 13 of the Income Tax Amendment 
Act 1993; and 

w is the sum of the amounts of the allowances by way of 
depreciation in respect of that motorcar in respect of 
each of the 1986-87 or earlier income years, being-

(i) Any amount that is deemed to be a deduction 
allowed in respect of depreciation of that motorcar in 
terms of the proviso to that section 11 7 (2); and 

(ii) The allowances that would, if the whole of the 
travel in that motorcar in each of those income years 
were travel undertaken wholly and exclusively in the 
production of the assessable mcome of the taxpayer, 
have been allowed as a deduction in calculating the 
assessable income of the taxpayer in those income 
years, notwithstanding the amount (if any) of the 
allowance by way of depreciation that is allowed as a 
deduction by the Commissioner in any income years,-
but not being depreciation that was allowable under 
section 114 B of the Income Tax Act 1976 as that section 
was in force before its repeal by section 63 of the 
Income Tax Amendment Act (No. 2) 1990. 

(4) This section shall not apply to any expenditure incurred 
by any taxpayer in the acquisition of any motorcar if the 
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business of that taxpayer comprises dealing in motorcars and 
that motorcar-

(a) Was acquired for the purpose of selling or otherwise 
disposing of it; and 

(b) During the period, if any, prior to its sale or disposal, was 
held by that taxpayer solely as trading stock of that 
taxpayer's business of dealing in motorcars; and 

(c) During the period, if any, prior to its sale or disposal, was 
not used by that taxpayer in any arrangement 
involving its hire, lease, or rental, not being a hire 
purchase agreement as defined in section 2 of the 
Hire Purchase Act 1971. 

(5) In this section,-
"Expenditure", in relation to the acquisition of a motorcar 

by a taxpayer in any income year, means the amount 
of the capital expenditure incurred by that taxpayer 
in the acquisition of that motorcar, reduced by the 
amount (if any) that, in relation to that motorcar, 
was,-

(a) For the purposes of section 125 of the Income 
Tax Act 1976 as that section was in force before its 
repeal by section 27 of the Income Tax Amendment 
Act 1993, qualifying expenditure of the kind referred 
to in paragraph (f) of the -definition of the expression 
"qualifying expenditure" in subsection (1) of that 
section, being expenditure allowed as a deduction, 
under subsection (2) of that section, in calculating the 
~sessable income derived by that taxpayer in that 
mcome year; or 

(b) Qualifying expenditure for the purposes of the 
former section 114B of the Income Tax Act 1976: 

"Motorcar" has the same meaning as in section 2 (1) of the 
Transport Act 1962; but does not include-

(a) Any motor vehicle used for the carriage of 
passengers for hire or reward by a person who drives 
the vehicle or provides a driver for it; or 

(b) Any rental vehicle; or 
(c) Any motor vehicle which is of a specialised 

nature and in respect of which the Commissioner is 
satisfied that that specialised nature is necessary in 
relation to the business of the taxpayer: 

"Rental vehicle" means a motor vehicle used, by the 
holder of a rental-service licence issued under the 
Transport Act 1962 or the Transport Services 
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Licensing Act 1989, solely or principally for letting on 
hire (otherwise than under a hire purchase agreement 
and otherwise than under a lease or bailment that is 
for a period exceeding 3 months) under that rental· 
service licence, to any person (that person and the 
holder of the rental· service licence not being 
associated persons): 

"Specified cost", in relation to a motorcar, means-
(a) Where the motorcar was acquired on or after 23 

October 1974 and on or before 31 March 197 7, 
$6,000: 

(b) Where the motorcar was acquired on or after 1 
April 1977 and on or before 31 March 1978, $7,000: 

(c) Where the motorcar was acquired on or after 1 
April 1978 and on or before 31 March 1981, $8,000: 

(d) Where the motorcar was acquired on or after 1 
April 1981, $11,000 .. 

ef. 1976, No. 65, s. 110 

EZ 4. Valuation election for livestock bailed or leased 
as at 2 September 1992-(1) Where any class of livestock 
owned by a taxpayer-

(a) Was valued by the taxpayer for the 1991-92 income year 
under the former section 86 of the Income Tax Act 
1976 as that section was in force before its repeal by 
section 21 of the Income Tax Amendment Act (No. 2) 
1993 (being the former standard value or "trading 
stock" method) and was-

(i) Livestock that, as at 2 September 1992, was at 
the use of any person in accordance with a bailment, 
lease, or other agreement entered into on or before 
that date by the taxpayer; or 

(ii) Livestock in respect of which the taxpayer had, 
on or before 2 September 1992, entered into a 
binding contract to bail or lease that livestock or 
otherwise to allow another person to use that 
livestock; or 

(b) Was not a class of livestock that the taxpayer had on hand 
in the immediately preceding income year, but was a 
class of livestock that, as at 2 September 1992, was at 
the use of any other person in accordance with a 
bailment, lease, or other agreement entered into on 
or before that date by the taxpayer,-
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then, where the taxpayer has so elected in accordance with 
section 86A of the Income Tax Act 1976, and subject to 
subsections (2) and (3) of this section, the taxpayer may, in 
respect of the 1992-93 income year and any subsequent 
income year in which the livestock continues to be so bailed, 
leased, or otherwise used by that other person under the 
bailment, lease, or other agreement, value that livestock at-

(c) The standard value for that class of livestock for the 
1991-92 income year (being the standard value as 
defined in the former section 86 (1) of the Income 
Tax Act 1976); or 

(d) A value equal to 70% of the rolling average value of that 
class of livestock. 

(2) The number of specified livestock of any class that may 
be valued in accordance with an election under subsection (1) 
shall be such number of livestock of that class as is the smallest 
of-

(a) The number of livestock of that class so bailed or leased or 
otherwise used (or, in the case of a binding contract 
entered into on or before 2 September 1992 but not 
yet applying, the number (if expressed) of livestock of 
that class provided for under the contract); and 

(b) The number of livestock of that class so bailed or leased 
or otherwise used as at the end of the 1992-93 
income year; and 

(c) The lesser of the opening or closing number of livestock of 
that class so bailed or leased or otherwise used in any 
subsequent income year up to and including the 
income year in which the livestock is being valued. 

(3) Where a taxpayer elects to value livestock under 
subsection (1)( c)-

(a) That election shall, notwithstanding anything in section 
EL 2, apply only in respect of the 1992-93 income 
year and the 3 succeeding income years; and 

(b) That election shall not Jreclude the taxpayer from 
electing in respect of or any of those income years 
to value any of that livestock using another valuation 
method. 

(4) Notwithstanding anything in section EL 2, the 
Commissioner may in any particular case or class of cases 
extend the time by which an election under subsection (1) may 
be made, and any such election made within that time shall be 
treated as having been furnished with the taxpayer's return of 
income for the 1992-93 income year. 
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(5) In this section, "rolling average value", in relation to an 
income year and to any class of specified livestock, means one· 
third of the sum of the national average market values declared 
for that income year and each of the 2 preceding income years 
for livestock of that class (including, where appropriate, 
national average market values declared for that class under 
the former section 86D of the Income Tax Act 1976 as that 
section was in force before its repeal by section 21 of the 
Income Tax Amendment Act (No. 2) 1993). 

Cr. 1976, No. 65, s. 86F; 1993, No. 130, s. 21 (8)(b) 

EZ 5. Purchase of patent rights-(I) The Commissioner, 
in calculating the assessable income derived by any taxpayer 
during any income year, may allow such deduction as the 
Commissioner thinks fit in respect of any sum expended by the 
taxpayer on the purchase before 1 April 1993 of any patent 
rights used by the taxpayer in the production of the taxpayer's 
assessable income for that income year. 

(2) In ascertaining the amount that may be deducted under 
this section in respect of any income year, the total amount 
payable by the taxpayer in respect of the purchase of any 
patent rights shall be apportioned by the Commissioner over 
the term of the patent rights unexpired at the date of the 
purchase, and the amount deducted in respect of any income 
year shall not in any case exceed the amount apportioned to 
that year. 

(3) Where, at any time before the expiry of any patent rights 
purchased by a taxpayer, the patent rights have come to an 
end without being subsequently revived or have been sold by 
the taxpayer, an amount bearing to the total sum expended by 
the taxpayer on the purchase of the patent rights the same 
proportion as the unexpired term of the patent rights at the 
date of their so coming to an end or being sold bears to their 
unexpired term at the date of their purchase by the taxpayer 
(so far as that amount has not been otherwise allowed as a 
deduction from the taxpayer's assessable income for that or 
any other income year) shall be allowed as a deduction from 
the assessable income derived by the taxpayer during the 
income year in which the patent rights have so come to an end 
or been sold. 

(4) All references in this section to the "taxpayer", in relation 
to any taxpayer who has died after expending any sum on the 
purchase of any patent rights, shall be deemed to be references 
to the taxpayer's personal representatives and to the trustees of 
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the taxpayer's' estate and (so far as the Commissioner thinks 
just and equitable) to the beneficiaries of the taxpayer's estate. 

Cf. 1976, No. 65, s. 142 

EZ 6. Premium paid in respect of lease of land
(1) Where any taxpayer is the lessee of land used by the 
taxpayer in the production of the taxpayer's assessable income 
in any income year, the Commissioner may, in calculating the 
assessable income of the taxpayer in that income year, allow a 
deduction of so much of any premium paid on the grant, or, as 
the case may be, the renewal of the lease, being a grant or 
renewal occurring before 1 April 1993, as would be 
apportioned to that income year or, where the land was not so 
used by the taxpayer for the whole of the income year, the part 
of that income year for which the land was so used, if the 
amount of that premium were apportioned evenly over the 
term of the lease: 

Provided that where the taxpayer is not theJerson to whom 
the lease or renewal of the lease was grante , the deduction 
allowed under this section shall not exceed so much of any 
premium paid by the taxpayer on the acquisition of the lease as 
would be apportioned to that income year, or, where the land 
was not so used by the taxpayer for the whole of the income 
year, the part of the income year for which the land was so 
used, if the amount of that premium were apportioned evenly 
over the remaining term of the lease. 

(2) In this section-
"Lease" means any disposition by which a leasehold estate 

is created; and includes a licence: 
"Lessee" includes a licensee; and also includes the assignee 

of a lease: 
"Premium", in relation to a lease of land, includes-

(a) Any payment in the nature of a fine or foregift: 
(b) Any payment in respect of goodwill attaching to 

the land: 
(c) Any payment, other than rent, in consideration 

of the grant, transfer, or renewal of the lease: 
"Term of the lease", in relation to a lease of indefinite 

duration, means the minimum period it has to run. 
Cf. 1976, No. 65, s. 137 

EZ 7. Unreturned retail profit in relation to goods sold 
on hire purchase-(I) Where any taxpayer is the vendor of 
goods sofd under hire purchase agreements, any unreturned 
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retail profit on the goods sold under hire purchase agreements 
entered into before 1 April 1993 must be added to the 
assessable income of that taxpayer in that taxpayer's year of 
adjustment, and the adjusted assessable income shall be 
deemed to be the assessable income derived from the business 
in the year of adjustment. 

(2) Where any taxpayer's assessable income is increased in 
the year of adjustment by $1,000 or more by additions made in 
accordance with subsection (1), the taxpayer shall notify the 
Commissioner in accordance with subsection (5). 

(3) Where a taxpayer is required to notify the Commissioner 
under subsection (2) and that taxpayer is continuing to carry on 
business, that taxpayer may, to the extent that an increase in 
assessable income arises from additions made under 
subsection (1), elect (by an election which shall be in writing and 
which shall be given to the Commissioner and which shall be 
irrevocable) to allocate that increase-

(a) On a due and receivable basis to the year of adjustment 
and the 2 immediately subsequent income years; and 

(b) As to the outstanding balance (if any), to the 3rd of the 
immediately subsequent income years,-

and in any such case the amount so allocated to any subsequent 
income year shall be deemed to be assessable income derived 
in that income year, and be deemed not to be assessable 
income derived in the year of adjustment: 

Provided that any allocation made in accordance with this 
subsection may at any time be cancelled by the Commissioner, 
and the amount so allocated, to the extent to which it has not 
been allocated to and assessed for any earlier income year, shall 
become assessable for income tax as if derived during the 
income year in which the allocation was cancelled. 

(4) If the amount allocated by a taxpayer on a due and 
receivable basis to the year of adjustment under subsection 
(3)(a) exceeds $1,000, the taxpayer may elect (by an election 
which shall be in writing and which shall be given to the 
Commissioner and which shall be irrevocable) to allocate that 
amount egually between the year of adjustment and any 
number of subsequent income years not exceeding 3, and the 
amount so allocated to any subsequent income year shall be 
deemed to be assessable income derived in that income year 
and be 'deemed not to be assessable income derived in the year 
of adjustment: 

Provided that any allocation made in accordance with this 
subsection may at any time be cancelled by the Commissioner, 
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and the amount so allocated, to the extent to which it has not 
been allocated to and assessed for any earlier income year, shall 
become assessable for income tax as if derived during the 
income year in which the allocation was cancelled. 

(5) Where a taxpayer is required to notify the Commissioner 
under subsection (2), the taxpayer shall notify the 
Commissioner in writing, with the mcome tax return for the 
year of adjustment, of-

(a) The aggregate amount of all amounts of unreturned retail 
profit required to be added under subsection (1); and 

(b) Where the taxpayer elects to spread forward the 
aggregate amount referred to in paragraph (a), the 
amounts to be returned in each of the 3 immediately 
succeeding income years following the year of 
adjustment. 

(6) This section shall apply with respect to any year of 
adjustment, and the 3 immediately subsequent income years. 

(7) In this section,-
"Full retail profit", in relation to goods sold under a hire 

purchase agreement, means the difference between 
their cash price within the meaning of section 2 (1) of 
the Credit Contracts Act 1981 and their costlrice: 

"Unreturned retail profit", in relation to goods sol under 
a hire purchase agreement, means any portion of the 
full retail profit that has not been included as 
assessable income as at 1 April 1993: 

"Year of adjustment" means the income year of a 
taxpayer which includes 1 April 1993. 

Cf. 1976, No. 65, s. 76A 

EZ 8. No first year depreciation allowance for 
previously exempt taxrayers-No person or body specified 
in any of the sections 0 Part QC is eligible to be allowed a 
deduction on account of depreciation of any property under 
section 112 of the Income Tax Act 1976 (as applying before its 
repeal by section 27 (b) of the Income Tax Amendment Act 
1993), in respect of any income year, where the person or body 
was exempt from income tax at the time the property was 
acquired or, where appropriate in terms of that section 112, at 
the time the person or body entered into the relevant binding 
contract in respect of the property. 

Cf. 1993, No. 130, s. 38 

EZ 9. New start grants for farmers-(l) Where-
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(a) Any amount owing by a taxpayer under a financial 
arrangement was forgiven or otherwise remitted 
(whony or in part) on or before 30 SeRtember 1990 
(or 30 September 1991, in the case of the drought 
conditions referred to in paragraph (c) of the 
definition of the term "adverse event") as a 
prerequisite to the payment to any person of a new 
start grant in respect of an adverse event; and 

(b) The amount so owing and forgiven or otherwise remitted 
was incurred by the taxpayer on or before that 30 
September in the carrying on of the business of 
farming in respect of which the new start grant was 
made; and 

(c) The amount so owing and forgiven or otherwise remitted 
would, but for this section, be required to be taken 
into account under sections 64B to 64M of the Income 
Tax Act 1976, or the qualified accruals rules, in 
calculating the taxpayer's assessable income,-

that amount shall not be so taken into account under those 
sections or those rules to the extent that it cannot be set off 
against-

(d) Any loss incurred by the taxpayer in carrying on the 
business of farmmg in the income year in which the 
amount owing was forgiven or otherwise remitted; 
and 

(e) Any loss incurred by the taxpayer in respect of that 
business of farming that is available to be carried 
forward and set off or deducted against the 
taxpayer's assessable income in that income year in 
accordance with section 188 or section 188A of the 
Income Tax Act 1976 or section lE 1 or section lE 2 
or section IF 1 of this Act; and 

(f) Any loss of an associated person or entity to the extent (if 
any) specified by the Commissioner pursuant to 
subsection (2). 

(2) Where-
(a) The amount of any expenditure or loss incurred by a 

taxpayer on or before 30 September 1990 has been 
taken into account in calculating the taxpayer's 
assessable income from the business of farming; and 

(b) The liability of the taxpayer in respect of that amount is 
remitted or cancelled (wholly or in part) as a 
prerequisite to the payment to any person of a new 
start grant in respect of an adverse event; and 
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(c) The amount of the liability so remitted or cancelled 
would, but for this subsection, be treated as 
increasing the amount of the taxpayer's assessable 
income under section BB 5,-

the taxpayer's assessable income shall not be so increased by 
that amount to the extent that the amount cannot be set off 
against-

(d) Any loss incurred by the taxpayer in carrying on the 
business of farming in the income year in which 
liability for the amount is remitted or cancelled; and 

(e) Any loss incurred by the taxpayer in respect of that 
business of farming that is available to be carried 
forward and set off against the taxpayer's assessable 
income in that income year in accordance with 
section lE 1 or section lE 2 or section IF 1; and 

(f) Any loss of an associated person or entity to the extent (if 
any) specified by the Commissioner under subsection 
(5). 

(3) Where-
(a) The taxpayer and any other person or entity are 

associated persons; and 
(b) The other person or entity-

(i) Also carries on or has carried on the business of 
farming in respect of which the new start grant is 
paid; or 

(ii) Is or was the owner of an estate in fee simple or 
of a leasehold estate in respect of land used in the 
business of farming in respect of which the new start 
grant is paid; and 

(c) The Commissioner is satisfied that the taxpayer has a 
substantial degree of control over the associated 
person or entity, or that there is a substantial identity 
of interests between the taxpayer and the associated 
person or entity; and 

(d) The associated person or entity has incurred or has 
available any loss of a kind referred to in 
paragraphs (d) and (e) of subsection (1), or paragraphs 
(d) and (e) of subsection (2), incurred in respect of the 
business of farming, or of the land used in that 
business, in respect of which the new start grant was 
paid,-

the Commissioner may, to the extent that the Commissioner 
considers appropriate having regard to any interests of the 
associated person or body (including interests of any other 



1994, No. 164 Income Tax 2245 
s. FB 1 

persons in that associated person or body) that are independent 
of or separate from those of the taxpayer, determine that, to 
the extent that the amount referred to m subsection (1) cannot 
be set off against losses of the taxpayer, it shall be set off 
against those losses of the associated person or entity referred 
to in paragraph (d) of this subsection in such amount as the 
Commissioner may specify. 

(4) Where the Commissioner makes a determination under 
subsection (3)-

(a) The Commissioner shall, as soon as conveniently may be 
after the determination is made, cause notice of the 
determination to be given to the associatedJerson or 
entity the subject of the determination; an 

(b) Except in so far as the associated person or entity 
establishes on objection that the amount specified by 
the Commissioner in the determination should not be 
set off against any loss of the person or entity, that 
amount shall, notwithstanding section lE 1 or section 
lE 2 or section IF 1 or any other provision of this Act, 
be set off against that loss and the amount of that loss 
shall be reduced accordingly. 

(5) In this section, "business of farming" means business as a 
farmer engaged in animal husbandry (including poultry· 
keeping, bee-keeping, and the breeding of horses other than 
bloodstock), horticulture, or cropping. 

Cf. 1976, No. 65, ss. 64FA, 78 (4)-(6) 

PARTF 
APPORTIONMENT AND RECHARACTERISED 

TRANSACTIONS 
SUBPART B-APPORTIONMENT 

FB 1. Apportionment of expenditure or 1088-(1) For 
the purposes of subsection (2), assessable income shall be 
divided into the following classes: 

(a) Dividends: 
(b) Assessable income other than dividends. 
(2) Where in any income year a taxpayer has incurred any 

expenditure or loss which is deductible under this Act and is 
incurred in gaining or producing assessable income of either of 
the classes referred to in subsection (1), that expenditure or loss 
shall first be deducted in calculating the assessable income of 
that class derived in that income year, so far as that income 
extends, and any balance shall be deducted in calculating the 
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assessable income of the other class derived in that income 
year. 

Cf. 1976, No. 65, s. 102 

FB 2. Apportionment of income derived partly in New 
Zealand and partly elsewhere-( 1) Whenever by reason of 
the manufacture, production, or purchase of goods in one 
country and their sale in another, or by reason of successive 
steps of production or manufacture in different countries, or by 
reason of the making of contracts in one country and their 
performance in another, or for any other reason whatever, the 
source of any income is not exclusively in New Zealand, that 
income shall be apportioned between its source in New Zealand 
and its source elsewhere, or attributed to one of such sources to 
the exclusion of the other, in such manner as may be 
prescribed by regulations made for the purposes of this Act; 
and in default of any such regulations, or so far as they do not 
extend, then in such manner as the Commissioner thinks just 
and reasonable, having regard to the nature and relative 
importance of the sources of that income; and the income, so 
far as so apportioned or attributed to a source in New Zealand, 
shall be deemed to be derived from New Zealand, and shall be 
assessable for income tax accordingly. 

(2) This section shall not be construed as applying with 
respect to-

(a) Income of any of the classes referred to in section OE 4 (1) 
(except paragraphs (a) and (q)); or 

(b) Income of any of the classes referred to in paragraph (a) 
or paragraph (q) of subsection (1) of section OE 4 to 
the extent that that income consists of income of any 
of the classes referred to in any of the other 
provisions of that subsection. 

Cf. 1976, No. 65, s. 245 

FB S. Disposal of trading stock-Where in any income 
year the whole or any part of the assets of a business owned or 
carried on by any taxpayer is sold or otherwise disposed of 
(whether by way of exchange, or gift, or distribution in terms of 
a will or on an intestacy, or otherwise, and whether or not in 
the ordinary course of the business of the taxpayer or for the 
purpose of putting an end to that business or any part of it), 
ana the assets sold or otherwise disposed of consist of or 
include any trading stock, the consideration received or 
receivable for the trading stock or, as the case may be, the price 
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which under this Act the trading stock is deemed to have 
realised shall be taken into account in calculating the taxpayer's 
assessable income for that year, and the person acquinng the 
trading stock shall, for the purpose of calculating the person's 
assessable income for that year or for any subsequent income 
year, be deemed to have purchased it at the amount of that 
consideration or price. This section shall, with any necessary 
modifications, apply in any case where a share or interest in 
any trading stock is sold or otherwise disposed of by any 
taxpayer. 

Cf. 1976, No. 65, s. 85 (8) 

FB 4. Income derived from disposal of trading stock 
together with other assets of a business-( 1) Where any 
trading stock is sold together with other assets of a business, the 
part of the consideration attributable to the trading stock shall, 
for the purposes of this Act, be determined by the 
Commissioner, and the part of the consideration so determined 
shall be deemed to be the price paid for the trading stock by 
the purchaser. 

(2) For the purposes of this section any trading stock which 
has been disposed of otherwise than by sale and otherwise than 
by way of a transfer in accordance with a matrimonial 
agreement shall be deemed to have been sold, and any trading 
stock so disposed of and any trading stock which has been sold 
for a consideration other than cash shall be deemed to have 
realised its market price at the date of the disposition or sale, 
but, where there is no market price, trading stock shall be 
deemed to have realised such price as the Commissioner 
determines. 

(3) This section shall, with any necessary modifications, apply 
in any case where a share or interest in any trading stock is sold 
or otherwise disposed of together with other assets of a 
business or with a share or interest in other assets of a business. 

(4) For the purposes of this section-
(a) The creation or grant of any right to take timber shall be 

treated as a sale or other disposition of trading stock 
of a kind referred to in subsection (5)(d): 

(b) Where there is a sale or other disposition of land with 
standing timber on the land, that sale or other 
disposition shall be deemed to include a sale or other 
disposition of trading stock of a kind referred to in 
subsection (5)(d), except to the extent that the timber 
is-
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(i) Timber comprised in ornamental or incidental 
trees; or 

(ii) Subject to a forestry right (as defined in section 
2 of the Forestry Rights Registration Act 1983) 
registered under the Land Transfer Act 1952; or 

(iii) Subject to a profit a prendre granted before 1 
January 1984. 

(5) In this section, "trading stock" includes
(a) Anything produced or manufactured: 
(b) Anything acquired or purchased for purposes of 

manufacture, sale, or exchange: 
(c) Livestock: 
(d) Timber: 
(e) Any right to take timber: 
(f) Any other real or personal property sold or disposed of by 

the taxpayer where the business of the taxpayer 
comprises dealing in such property or the property 
was acquired by the taxpayer for the purpose of sale 
or other disposal: 

(g) Anything in respect of which expenditure is incurred after 
8.30 p.m. New Zealand Standard Time on 31 July 
1986 and which, if possession of that thing were 
taken, would be trading stock;-

but does not include any financial arrangement to which the 
qualified accruals rules apply. 

Cf. 1976, No. 65, s.90 

FB 5. Entertainment expenditure-For the purposes of 
section DC 1 and the FBT rules, where-

(a) Expenditure or loss is incurred to an extent on 
entertainment; and 

(b) The Commissioner is not satisfied that the extent to 
which the expenditure or loss is incurred on 
entertainment has been reasonably and fairly 
calculated, having regard to the intent of section 
DC 1,-

the extent to which the expenditure or loss is incurred on 
entertainment shall be determined by the Commissioner, in the 
Commissioner's discretion and having regard to the market 
value of the entertainment. 

Cf. 1976, No. 65, s. 106c (7) 

FB 6. Films-Where, in relation to any income year and to 
any taxpayer who is a film owner to whom section EO 3 (2)(b) 
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applies, any film or the right in any film was purchased or 
otherwise acquired by the film owner together with other 
property and no separate price was allocated to that film or 
that right, the amount of the eXI;>enditure incurred by the film 
owner in the purchase or acquisltion of that film or that right 
shall, for the purposes of section EO 3, be deemed to be so 
much of the cost of the purchase or other acquisition of that 
film or that right and that other property as the Commissioner 
determines. 

Cf. 1976, No. 65, s. 224A (12) 

SUBPART C-RECHARACTERISATION 

Debentures and Notes 
FC 1. Floating rate of interest on debentures-( 1) Where 

in any debenture issued by a company the rate of interest 
payable in respect of the debenture is not specifically 
determined, but is determinable from time to time-

(a) By reference to the dividend payable by the company; or 
(b) By reference to the company's profits, however 

measured, for debentures issued after 8 p.m. New 
Zealand Standard Time on 23 October 1986 other 
than those issued under a binding contract entered 
into before that time; or 

(c) In any other manner, for debentures issued before the 
time specified in paragraph (b),-

no deduction shall be made, in calculating the assessable 
income of the company, in respect of any interest payable 
under the debenture or of any expenditure or loss incurred in 
connection with the debenture or in borrowing the money 
secured by or owing under it. 

(2) Section HK 12 shall not apply with respect to any such 
debenture or to the interest paid or payable under it. 

(3) This section shall not apply where the Commissioner is 
satisfied that under the terms of the debenture the rate of 
interest payable is determined by a fixed relationship to 
banking rates or general commerClal rates or (in the case of 
debentures issued after the time specified in subsection (1)(b)) 
economic, commodity, industrial, or financial indices. 

Cf. 1976, No. 65, s. 192; 1987, No. 66, s. 13 

FC 2. Interest on debentures issued in substitution for 
shares-( 1) Where a company has issued debentures to its 
shareholders or to any class of lts shareholders, and the amount 
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of the debenture or debentures issued to each shareholder of 
the company or of that class has been determined by reference 
to the number or to the available subscribed capital per share 
of, or by reference otherwise to, the shares in that company or 
in any other company (whether or not that other company is 
being or has been liquidated) that were held by or on behalf of 
the shareholder at the time the debentures were issued or at 
any earlier time, no deduction shall be made, in calculating the 
assessable income of the company, in respect of any interest 
payable under any debenture so issued or of any expenditure 
or loss incurred in connection with any such debenture or in 
borrowing the money secured by or owing under any such 
debenture. 

(2) Section FC 1 shall apply with respect to all debentures to 
which subsection (1) applies, and to the interest payable under 
those debentures, in the same manner as if those debentures 
and that interest were debentures and interest of the kinds 
referred to in section FC 1. 

(3) This section shall not apply with respect to any issue of 
debentures if more than 25% of the debentures (computed by 
reference to the amount of the debentures) were transferred 
for a consideration in money or money's worth before 30 
August 1940 (being the date of the passing of the Finance Act 
(No. 2) 1940). 

(4) This section shall not apply with respect to any debenture 
that is a convertible note. 

(5) In this section-
"Amount of the debenture" means, in respect of any 

debenture, the principal sum expressed to be secured 
by or owing under diat debenture: 

"Shareholder" includes, in respect of any company, a 
person by whom or on whose behalf shares in the 
company have at any time been held. 

C£ 1976, No. 65, s. 195; 1994, No. 76, s. 31 

Shares 
Fe S. Share dealing-( 1) Where a taxpayer is engaged in 

the business of dealing in shares, or has acqUIred shares for the 
purpose of selling or otherwise disposmg of them, any 
dividends derived by the taxpayer in respect of those shares 
since their acquisition by the taxpayer which, in the opinion of 
the Commissioner,-

(a) Constitute a realisation or recovery of the price at which 
the taxpayer acquired those shares; and 
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(b) Are dividends the declaration or payment or distribution 
of which was in any way-

(i) Controlled or directed by the taxpayer; or 
(ii) Part of or associated with a scheme which 

includes the acquisition of those shares and the 
payment or distribution of those dividends,-

shall be deemed to be received by the taxpayer as 
consideration or part consideration on sale of the shares, 
whether or not the shares have been or will be sold, and shall 
be taken into account accordingly in calculating, in the income 
year in which the dividend is derived, the profit arising to or the 
loss incurred by the taxpayer in relation to the transaction 
initiated by the acquisition of those shares: 

Provided that, where a profit arises to the taxpayer, the 
amount of income tax that would be payable on that profit 
apart from this proviso shall, so far as that amount of income 
tax extends, be reduced by the total amount of income tax 
payable by the taxpayer under subsection (2) on any dividends 
that have been taken into account under this subsection, but 
only to the extent to which any part of that total has not 
previously been applied in reduction of income tax otherwise 
payable on any sucb profit. 

(2) Notwithstanding anything in subsection (1), any dividend 
that is taken into account under that subsection in any income 
year shall, for the purposes of the provisions of this Act relating 
to income tax on ilividends, remam and be a dividend derived 
by the taxpayer in that year, and the amount of that dividend 
undiminished by any loss incurred in that transaction shall be 
included as a dividend in the assessable income of the taxpayer 
in that year. 

Cf. 1976, No. 65, s. 198 

Fe 4. Valuation adjustments where company acquires 
its shares-Where-

(a) A company acquires, redeems, or otherwise cancels a 
share in the company (referred to in this section as 
the "cancellation' ); and 

(b) The cancellation is not an on-market acquisition; and 
(c) Any profit derived by the shareholder from the 

cancellation would be assessable income of the 
shareholder under section BB 4 (a) or section BB 4 (c) 
or any other provision of this Act (other than section 
CF 1 or section CF 2); and 



2252 
s.Fe4 

Income Tax 1994, No. 164 

(d) The shareholder continues to hold, after the cancellation, 
shares of the same class as the share,-

then for the purposes of this Act-
(e) In any case where-

(i) The whole of the consideration derived by the 
shareholder is treated as a dividend for the purposes 
of this Act; and 

(ii) The requirements of subparagraphs (i) to (iii) of 
section CF 3 (1 )(b) are not met in respect of the 
cancellation,-
the shareholder shall be deemed not to have disposed 
of the share (except for the purposes of determining 
whether the shareholder has derived a dividend) and 
an amount equal to the cost to the shareholder of the 
share shall be fairly divided amongst and added to 
the cost to the shareholder of the shareholder's 
remaining shares of the same class when taking into 
account, under section EE 1 (1), this section, or 
otherwise, the cost of those remaining shares of the 
same class at any time after the cancellation; and 

(f) In any case where-
(i) Paragraph (e) of this subsection does not apply; 

and 
(ii) The consideration payable by the company 

for the cancellation is less than the market value of 
the share at the time at which notice is first given by 
the company to the shareholder or, in any case where 
the cancellation is proposed by the shareholder, by 
the shareholder to the company proposing the 
cancellation (for any reason other than that the 
proposal requires the consideration to be equal to the 
market value of the share at the time of the 
cancellation),-
section CD 1 shall not apply but an amount (being 
not less than nil) calculated in accordance with the 
following formula: 

a-(bX a) 
where-

a is the cost to the shareholder of the share; 
and 
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b is the aggregate cost to the shareholder of all 
the shareholder's shares of the same class 
immediately before the cancellation; and 

c is the consideration derived by the 
shareholder from the company in respect of 
the cancellation; and 

d is the market value of all the shareholder's 
shares of the same class immediately before 
the cancellation,-

shall be-
(ill) Fairly divided amongst and added to the cost to 

the shareholder of the shareholder's remaining shares 
of the same class when taking into account, under 
section EE 1 (1), this section, or otherwise, the cost of 
those remaining shares of the same class at any time 
after the cancellation; and 

(iv) In any case where the shares are not trading 
stock of the shareholder, excluded from the cost of 
the share acquired, redeemed, or otherwise cancelled 
when calculating the shareholder's assessable income 
with respect to the acquisition, redemption, or other 
cancellation, so that the shareholder is not entitled to 
any deduction for that amount. 

Cf. 1976, No. 65, s. 85A; 1994, No. 76, s. 16 

Leases 
Fe 5. Revised assessments where assets purchased and 

resold after deduction of payments under lease
(1) Where-

(a) A taxpayer leased, rented, or hired any asset, being any 
plant or machinery (including a motor vehicfe) or 
other equipment or a temporary building and the 
Commissioner has allowed a deduction in calculating 
the assessable income of the taxpayer in any income 
year for the consideration paid or given in respect of 
that lease, rental, or hire; and 

(b) Either-
(i) That taxpayer at any time purchased or 

otherwise acquired that asset and sold or otherwise 
disposed of it for a consideration in excess of the 
consideration for which the taxpayer purchased or 
otherwise acquired it; or 

(ii) Any other person, where the taxpayer and that 
other person are associated persons, at any time 
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purchased or otherwise acquired that asset, not being 
an acquisition resulting from a matrimonial 
agreement, whether or not from the taxpayer, and 
that other person sold or otherwise disposed of it for 
a consideration in excess of the consideration for 
which that other person purchased or otherwise 
acquired it,-

the Commissioner may include in the assessable income of the 
taxpayer derived in the income year in which the asset was sold 
or otherwise disposed of an amount equal to the excess or to 
the total amount of the deductions so allowed, whichever is the 
less. 

(2) Subsection (1) shall apply whether or not there was any 
clause or condition in tne lease, contract, agreement, or 
arrangement under which the asset was leased, rented, or 
hired, by which that taxpayer or that other person was 
required to purchase or otherwise acquire that asset. 

(3) For the purposes of this section-
(a) Where any asset to which this section relates has been 

purchased or otherwise acquired, or sold or otherwise 
disposed of, together with other assets, the part of the 
consideration attributable to that asset shall be 
determined by the Commissioner, and the part of the 
consideration so determined shall be deemed to be 
the consideration for which that asset was purchased 
or otherwise acquired or, as the case may be, was 
sold or otherwise disposed of: 

(b) Where any asset to which this section relates has been 
sold or otherwise disposed of, not being a disposition 
in accordance with a matrimonial agreement, without 
consideration or for a consideration which, in the 
opinion of the Commissioner, is less than the market 
price of that asset at the date of the sale or other 
disposition, that asset shall be deemed to have been 
sold at and to have realised that market price or, if 
there is no market price, shall be deemed to have 
been sold at and to have realised such price as the 
Commissioner determines. 

Cf. 1976, No. 65, s. 107 

Fe 6. Effect of specified lease on lessor and lessee
(1) This section shall apply notwithstanding anything in this 
Act. 
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(2) The leasing of any lease asset under any specified lease 
sruill be deemed to be a sale of that lease asset, made at the 
COlllIllencement of the lease tenn, by the lessor to the lessee, 
and the lessee shall be deemed to have incurred, pursuant to 
that sale, capital expenditure of an amount equal to the cost 
price of that lease asset. 

(3) The lessor in any specified lease shall be deemed to have 
advanced to the lessee in that specified lease a loan of an 
amount equal to the cost price of tbe lease asset and the lessee 
shall be deemed to have applied that loan in the financing of 
the acquisition of that lease asset. 

(4) In calculating the assessable income derived by any lessor 
in any income year in which the lessor leases, under a specified 
lease, any lease asset to any lessee, no deduction by way of 
depreciation shall be allowed in respect of that lease asset. 

(5) On the expiry of the lease term, where the lease asset is 
not purchased by the lessee under the terms of that lease or on 
the exercise of any option under that lease, the lease asset shall 
be deemed to have been sold on the expiry of the lease term to 
the lessor for-

(a) An amount equal to the guaranteed residual value (if any) 
specified, in respect of the lease asset, in the specified 
lease; or 

(b) Where no guaranteed residual value is so specified, no 
consideration. 

(6) In any case where a specified lease is terminated before 
the expiry of the lease term (whether by cancellation, 
surrender, or otherwise)-

(a) The lease asset in relation to that lease shall be deemed to 
be sold, on the date of that termination, to the lessor 
by the lessee at a price equal to the amount by which 
the amount of the outstanding balance (at the time of 
that termination) of any loan advanced by the lessor 
to the lessee exceeds the amount or the sum of the 
amounts payable by the lessee to the lessor in 
consideratIon for the release by the lessor of the 
lessee from the obligations of the lessee under the 
lease: 

Provided that where, in relation to the amount of 
that outstanding balance and to the amount or the 
sum of the amounts payable by the lessee to the 
lessor, no such excess arises, that lease asset shall be 
deemed to have been so sold for no consideration: 



2256 
s.FC6 

Income Tax 1994, No. 164 

(b) Where the value of the consideration payable by the 
lessee to the lessor in respect of that termination 
exceeds the amount of the outstanding balance (at 
the time of that termination) of any loan advanced by 
the lessor to the lessee, an amount equal to the 
amount of that excess shall be deemed to be 
assessable income derived by the lessor in the income 
year in which that lease is terminated. 

(7) Where on or after the expiry of the lease term in relation 
to any specified lease the lease asset in relation to that lease is 
sold, assigned, or leased under a specified lease by the lessor to 
another person and the value of the consideration in respect of 
that sale, or that assignment, or that lease-

(a) Exceeds the amount determined, in respect of that first
mentioned specified lease, under subsection (5), that 
amount so determined shall be increased by such 
further amount as is equal to such part (if any) of the 
excess as is paid by the lessor to the lessee: 

(b) Is less than the amount determined, in respect of that 
first-mentioned specified lease, under subsection (5)(a) 
and the lessee is required to make a further payment 
to the lessor equal to the difference between the 
guaranteed residual value in relation to that lease 
value and that value of that consideration, that 
amount so determined shall be reduced by the 
amount of that further payment: 

Provided that in any case where the value of the 
consideration in respect of that sale, or that assignment, or that 
lease exceeds the amount determined under subsection (5), 
such part (if any) of that excess as is not paid to the lessee shall 
be deemed to be assessable income derived by the lessor in the 
income year in which that lease term expires. 

(8) In any case where the lessee in any specified lease, or any 
other person where that other person and that lessee are 
associated persons, at any time purchased or otherwise 
acquired that lease asset and sold or otherwise disposed of that 
lease asset and the value of the consideration for that sale or 
other disposal exceeds the value of the consideration for which 
the lessee or the other person purchased or otherwise acquired 
it, the Commissioner shall include in the assessable income 
derived by the lessee in the income year in which that lease 
asset was sold or otherwise disposed of, an amount equal to 
that excess. 

Cf. 1976, No. 65, s. 222B 
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FC 7. Income oflessor under specified lease-(I) For the 
purposes of this Act the income of any lessor derived under any 
specified lease shall be deemed to be income derived from 
interest. 

(2) The amount of the income so derived by any lessor shall 
be deemed to be-

(a) During the lease term, derived during the initial period 
and each instalment period of an amount that, 
either-

(i) Is calculated, on the outstanding balance in 
relation to that initial period and each instalment 
period, at such a rate and in such a manner that the 
aggregate of all of the amounts so calculated is equal 
to the amount first mentioned in paragraph (b); or 

(ii) Is calculated, in relation to that initial period 
and to each instalment period, in accordance with 
such other method commonly applied in commercial 
usage as, in the opinion of the Commissioner, having 
regard to the lease term and to the frequency of the 
lease payments, results in the allocation to that initial 
period and to each instalment period of an amount 
that is fair and reasonable and results in the sum of 
all such amounts so allocated being equal to the 
amount first mentioned in paragraph (b): 

(b) In relation to the lease term, of such amount as is equal to 
the sum of the amounts of the lease payments in 
relation to the specified lease and the amount of the 
guaranteed residual value (if any) in relation to the 
specified lease, reduced by the cost price of the lease 
asset. 

(3) The income so derived by any lessor shall, in relation to 
any income year, be deemed to be of an amount equal to the 
sum of such of the amounts (being amounts calculated in 
accordance with subsection (2)(a)), as are calculated in relation 
to the initial period (if any) and to each instalment period that 
ends in that mcome year. 

Cf. 1976, No. 65, s. 222c 

FC 8. Deduction to lessee under specified lease
Notwithstanding anything in this Act, in calculating the 
assessable income derived in any income year by any lessee, no 
deduction shall be allowed of any expenditure incurred by the 
lessee under a specified lease except to the extent that that 
expenditure does not exceed the sum of such of the amounts 
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(being amounts calculated in accordance with section 
Fe 7 (2)(a)) as are calculated in relation to the initial period (if 
any) and to each instalment period that ends in that income 
year. 

ef. 1976, No. 65, s. 222D 

Hire Purchase 
FC 9. Purpose-This section and section Fe 10 are 

intended to result in hire purchase agreements within the 
meaning of the Hire Purchase Act 1971 that are made in 
relation to personal property other than livestock or bloodstock 
being treated for the purposes of this Act in similar manner to a 
sale of the property with a loan for the purchase price being 
made by the person providing the finance under the agreement 
to the person obtaining under the agreement the use of or right 
to use the property. 

ef. 1976, No. 65, s. 222F 

FC 10. Taxation of hire purchase agreements-(1) For 
the purposes of this Act, except section Fe 9 and 
subsections (2), (3), and (6) of this section, where a hire purchase 
asset is provided to a lessee under a hire purchase 
agreement,-

(a) The lessor shall be deemed to have sold the hire purchase 
asset at the commencement of the hire purchase 
agreement for an amount equal to the lessor's 
disposition value for the hire purchase asset; and 

(b) The lessee shall be deemed to have purchased the hire 
purchase asset at the commencement of the hire 
purchase agreement for an amount equal to the 
lessee's acquisition cost for the hire purchase asset; 
and 

(c) Subject to sections EG 1 to EG 14, the lessee, but no other 
person, shall be entitled to any deductions on account 
of depreciation of the hire purchase asset attributable 
to the period until the hire purchase agreement is 
terminated. 

(2) Subject to subsections (3) and (4), for the purposes of this 
Act, if on or after the termination or expiry of a hire purchase 
agreement the lessee, or any other person if that person and 
the lessee are associated persons, does not acquire ownership of 
the hire purchase asset the subject of the hire purchase 
agreement,-
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(a) The lessor shall be deemed to have acquired ownership of 
the hire purchase asset from the lessee for an amount 
equal to the lessor's outstanding balance in relation to 
the hire purchase agreement; and 

(b) The lessee shall be deemed to have disposed of ownership 
of the hire purchase asset to the lessor for an amount 
equal to the lessee's outstanding balance in relation to 
the hire purchase agreement-

on the date of the termination or expiry of the hire purchase 
agreement. 

(3) In relation to a lessor who is a cash basis holder within the 
meaning of section EH 3 (1), the amount referred to in 
subsection (2) of this section shall be reduced by an amount 
(being an amount in respect of accrued but unpaid interest in 
relation to the hire purchase agreement) calculated in 
accordance with the following formula: 

a-b 
where-

a is an amount equal to the income which the lessor 
would have derived under section EH 1 in respect of the 
hire purchase payments payable under the hire 
purchase agreement if-

(i) The lessor were not a cash basis holder within the 
meaning of section EH 3; and 

(ii) Section EH 4 did not apply to the lessor and the 
hire purchase agreement in the income year in which 
that agreement tennmates or expires; and 

b is the amount of all income derived by the lessor in 
respect of the hire purchase payments paid under the 
hire purchase agreement. 

(4) In relation to a lessee who is not required to comply with 
section EH 1 in relation to expenditure incurred in respect of 
the hire purchase agreement, the amount referred to in 
subsection (2) shall be reduced by an amount (being an amount 
in respect of accrued but unpaid interest in relation to the hire 
purchase agreement) calculated in accordance with the 
following formula: 

a-b 
where-

a is an amount equal to the expenditure which the lessee 
would have incurred under section EH 1 in respect of 
the hire purchase payments payable under the hire 
purchase agreement if-
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(i) The lessee were required to comply with section 
EH 1 in relation to expenditure incurred in respect of 
the hire purchase agreement; and 

(ii) Section EH 4 did not apply to the lessee and the 
hire purchase agreement in the income year in which 
the hire purchase agreement terminates or expires; and 

b is the amount of all expenditure incurred by the lessee 
in respect of the hire purchase payments made pursuant 
to the hire purchase agreement. 

(5) For the avoidance of doubt, if a lessor is deemed to 
acquire ownership of a hire purchase asset the subject of a hire 
purchase agreement from a lessee under subsection (2),-

(a) The amount calculated in accordance with subsection (2) 
and, if applicable, subsection (3) or subsection (4) shaIl 
be taken into account as consideration paid by the 
lessee to the lessor in relation to the hire purchase 
agreement for the purposes of section EH 4 (1), and 
as consideration derived by the lessor in respect of 
the hire purchase agreement for the purposes of 
section EH 4 (2); and 

(b) The costs and expenses referred to in paragraphs (a) and 
(b) of section 30 (2) of the Hire Purchase Act 1971 
(being, generally, storage and repossession and other 
costs and expenses associated with a breach of a hire 
purchase agreement by the lessee) shall not be taken 
mto account by the lessor or the lessee for the 
purposes of the qualified accruals rules; and 

(c) The lessor shall not be entitled to a deduction under 
section DJ 1 (a) or section EH 5 for bad debts in 
relation to any amount owing or to become owing in 
respect of the hire purchase agreement, if the 
amount calculated for the lessor under subsection (2) 
and, if applicable, subsection (3) of this section in 
relation to the hire purchase agreement is taken into 
account by the lessor-

(i) As the acquisition price of trading stock of the 
lessor; or 

(ii) For the purposes of calculating the assessable 
income of the lessor for any income year in any way 
not referred to in subpara~aph (i); and 

(d) Any amount paid at any tlffie in an income year 
subsequent to the income year in which a hire 
purchase agreement is terminated or expires on 
account of any amount that, under the terms of the 
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hire purchase agreement, the lessee or any person 
associated with the lessee is liable to pay to the lessor 
or any person associated with the lessor shall be 
credited as income of the lessor in the year it is 
received by the lessor or associate of the lessor, and 
shall be subject to tax accordingly; and 

(e) Any amount-
(i) Paid at any time in an income year subsequent 

to the income year in which a hire purchase 
agreement is terminated or expires by the lessor or 
any person associated with the lessor to the lessee or 
any person associated with the lessee under the hire 
purchase agreement and consequent upon the 
termination or expiry of the hire purchase 
agreement; and 

(ii) That was not taken into account in the 
comrutation of the lessor's outstanding balance in 
relation to that hire purchase agreement,-
shall, in the year it is paid, be deemed to be 
expenditure incurred by the lessor; and 

(f) Any amount-
(i) Paid at any time in an income year subsequent 

to the income year in which a hire purchase 
agreement is terminated or expires by the lessor or 
any person associated with the lessor to the lessee or 
any person associated with the lessee under the hire 
purchase agreement and consequent upon the 
termination or expiry of the hire purchase 
agreement; and 

(ii) That was not taken into account in the 
comrutation of the lessee's outstanding balance in 
relation to that hire purchase agreement,-
shall, in the year it is paid, be deemed to be income 
derived by the lessee if the lessee has claimed a 
deduction in respect of the hire purchase asset that is 
the subject of the agreement. 

(6) For the purposes of this Act, if a lessee acquires ownership 
of a hire purchase asset on the termination or expiration of a 
hire purchase agreement and the lessor has been deemed 
already to have disposed of that ownership under 
subsection (1), that acquisition shall not constitute a further 
disposition of the hire purchase asset by the lessor or further 
acquisition of the hire purchase asset by the lessee. 
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(7) Sections FC 5 and FF 14 shall not apply to a lessee in 
relation to a hire purchase agreement. 

(8) In this section, "lessee's acquisition cost" in relation to a 
hire purchase asset, means the aggregate of-

(a) The acquisition price for the hire purchase agreement as 
determined in accordance witb paragraph (b) of the 
definition of "acquisition price"; and 

(b) The amount of any expenditure or loss incurred by the 
lessee in preparing and installing the hire purchase 
asset for use (unless such expenditure or loss is 
deductible by the lessee under any provision of this 
Act other than sections EG 1 to EG 15 and section 
EG 18). 

Cf. 1976, No. 65, ss. 222F (1), 222c 

Other 
Fe 11. Assignments or setdements of income

(1) Where-
(a) Any person transfers (otherwise than by will) the right to 

any income to any other person for a period that is 
less than the prescribed period; and 

(b) In any case where the right so transferred for a period 
that is less than the prescribed period is a right arising 
from the ownership by the transferor of property, the 
transferor remains the owner of that property, or, 
where the ownership of the property is transferred, 
the transfer provides-

(i) That the property shall revert to the transferor 
or to a relative of the transferor or to a company in 
which the transferor or a relative of the transferor is a 
shareholder, or, where the transferor is a company, 
shall revert to the company or to a shareholder or a 
relative of a shareholder in the company; or 

(ii) That the right to dispose or direct or control the 
disposition of the property shall be reserved to the 
transferor or to a relative of the transferor or to a 
company in which the transferor or a relative of the 
transferor is a shareholder, or, where the transferor is 
a company, shall be reserved to the company or to a 
shareholder or a relative of a shareholder in the 
company,-

that income shall be deemed to be income derived by the 
transferor and by no other person as if the transfer had not 
been made. 
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(2) Where by the terms of any settlement made by any 
person (in this section referred to as the "settlor")-

(a) The income of the settled property or of any property 
substituted for that property is payable to or to be 
applied or accumulated for the benefit of any other 
person or for any specified purpose or object for a 
period that is less than the prescribed period; and 

(b) The settlor remains the beneficial owner of the corpus of 
that property or the settlement provides-

(i) That that corpus shall revert to the settlor or to a 
relative of the settlor or to a company in which the 
settlor or a relative of the settlor is a shareholder, or, 
where the settlor is a company, shall revert to the 
company or to a shareholder or a relative of a 
shareholder in the company; or 

(ii) That the right to dispose or direct or control the 
disposition of that corpus shall be reserved to the 
settlor or to a relative of the settlor or to a company 
in which the settlor or a relative of the settlor is a 
shareholder, or, where the settlor is a company, shall 
be reserved to the company or to a shareholder or a 
relative of a shareholder in the company,-

the income from the settled property or from any property 
substituted for that property shall, so long as the income IS not 
derived by a beneficiary who is entitled to the corpus, be 
deemed to be income derived by the settlor and by no other 
person as if the settlement had not been made. 

(3) Where under any transfer or settlement income is 
payable to or to be applied or accumulated for the benefit of or 
for 2 or more persons or purposes or objects in succession, the 
transfer or settlement shall be deemed for the purposes of this 
section to be a separate transfer or settlement in respect of 
each such person or, as the case may be, each such purpose or 
object. 

(4) This section shall not apply with respect to any transfer or 
settlement under which the income is payable to or to be 
applied for any person during the whole of the person's life. 

(5) This section shall not apply with respect to any transfer or 
settlement to or on a superannuation fund. 

(6) In this section, unless the context otherwise requires,
"Income" includes any amount that would, if the right to 

the amount had not been transferred or a settlement 
in respect of the amount had not been made, have 
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been treated as income of the person making the 
transfer or settlement: 

"Prescribed period" means-
(a) Where the transferor or, as the case may be, the 

settlor is not a company,-
(i) In the case of a transfer to or a settlement in 

favour of a child of the transferor or 
settlor (whether or not it is also to or in 
favour of some other person), either a 
period which cannot be less than 7 years 
calculated from the date from which 
income is payable to or to be applied or 
accumulated for the benefit of tne child 
under the transfer or settlement, or the 
period calculated from that date which 
must elapse before the child will attain the 
age of 20 years, whichever period is the 
longer: 

(ii) In the case of a transfer to or a settlement in 
favour of a person other than a child of 
the transferor or settlor or for any 
specified purpose or object, a period which 
cannot be less than 7 years from the date 
from which income is payable to or to be 
applied or accumulated for the benefit of 
tne transferee or beneficiary or applied or 
accumulated for that purpose or object 
under the transfer or settlement: 

Provided that where the transfer or 
settlement includes a provision whereby 
the payment or application or 
accumulation of income shall, or may, 
cease upon the death of the transferor or 
settlor before the expiry of the period 
specified in the transfer or settlement, that 
provision shall not be taken into account 
for the purposes of this paragraph: 

(b) Where the transferor or, as the case may be, the 
settlor is a company, a period which cannot be less 
than 7 years from the date from which income is 
payable to or to be applied or accumulated for the 
benefit of the transferee or beneficiary, or applied or 
accumulated for any specified purpose or object, or, 
where the transferee or beneficiary is a person under 
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the age of 20 years at the date of the transfer or 
settlement, either a period which cannot be less than 
7 years from the date from which income is payable 
to the transferee or beneficiary or to be apElied or 
accumulated for the transferee's or beneficiary's 
benefit or the period calculated from the last· 
mentioned date which must elapse before the 
transferee or beneficiary will attain the age of 20 
years, whichever period is the longer: 

"Settlement" includes any disposition, trust, covenant, 
agreement, arrangement, or transfer of assets: 

"Transferor" and "settlor" include a trustee for a 
transferor or settlor, as the case may be. 

C£ 1976, No. 65, s. 96 

Fe 12. Investors in category A group investment 
funds-For the purposes of the imputation rufes, the dividend 
withholding payment rules, Part MF, and section GC 26,-

(a) The interest of an investor in a group investment fund 
that derives income that is category A income shall 
be deemed to be shares in the group investment fund; 
and 

(b) There shall be deemed to be paid up in respect of those 
shares an amount equal to the nominal amount of the 
interest of the investor in the group investment fund. 

Cf. 1976, No. 65, S. 394A (4) 

SUBPART D-CONSOUDATION OF COMPANIES 

FD 1. Purpose and application of consolidated 
grouping provisions-Subject to the express provisions of 
the consolidation rules, those rules are intended to result in the 
provisions of this Act applying, except where otherwise 
expressly provided or where the context otherwise requires, to 
2 or more companies which are a wholly·owned group of 
companies that elect to be treated as a consolidated group of 
companies as if those companies were a single company, and 
this Act shall be read accordingly. 

Cf. 1976, No. 65, s. 191c 

FD 2. Interpretation-(l) For the purposes of the 
consolidation rules, any reference in those rules to-

(a) Income, including attributed foreign income or foreign 
investment fund income, derived by a consolidated 
group; or 

G--19 
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(b) A loss, including an attributed foreign loss or a foreign 
investment fund loss, incurred by a consolidated 
group; or 

(c) Tax payable by a consolidated group; or 
(d) A tax credit available to a consolidated group,-

shall, unless the context otherwise requires, be interpreted as a 
reference to the income, loss, tax payable, or tax credit 
available determined in respect of that consolidated group on a 
single assessment basis in accordance with those rules as if the 
group were one company. 

(2) For the purposes of the application of thoserrovisions of 
the consolidation rules that require provisions 0 this Act to 
apply to a consolidated group as if it were a single company, 
tIle shares or options over shares in respect of that single 
company shall be deemed to comprise all shares or options 
over shares in respect of companies which were at the relevant 
time members of that consolidated group. 

(3) Notwithstanding any provisions of tbe consolidation rules 
other than any of those provisions that expressly otherwise 
provide, dividends paid by one member of a consolidated 
group to another member of the group shall continue to be 
taken into account for the purposes of-

(a) The imputation rules; and 
(b) The dividend withholding payment rules; and 
(c) Part MF; and 
(d) Sections CC 24, CC 26, ME 10 to ME 14, MC 13 to 

MC 16, NH 5, and NH 6 of this Act; and 
(e) Sections 73 and 74 of the Tax Administration Act 1994. 
(4) For the purposes of sections CC 24, ME 10 to ME 14, 

ME 25 to ME 28, MF 7 to MF 10, MC 13 to MC 16, NH 5, and 
NH 6 of this Act, and sections 73 and 74 of the Tax 
Administration Act 1994, unless the context otherwise 
requires, sections ME 2 and MC 1, and p'aragraph (f) of the 
definition of "income tax", shall apply as If references in those 
provisions-

(a) To the imputation rules were references to sections ME 10 
to ME 14: 

(b) To the dividend withholding payment rules were 
references to sections MC 13 to MC 16, NH 5, and 
NH6. 

Cf. 1976, No. 65, s. 191D 

FD S. Companies which may constitute a consolidated 
group-For the purposes of this Act, any 2 or more eligible 

C-19'" 
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companies are entitled to be members of the same consolidated 
group at any time only where-

(a) At that time those companies are a wholly-owned group 
of companies; and 

(b) If at that time any of the companies has a non-standard 
balance date, at that time all the companies have the 
same non-standard balance date; and 

(c) If at that time any of the companies is a qualifying 
comp-any, at that time all the companies are 
qualifyiri.g companies; and 

(d) If at that time any of the companies is a mining company, 
at that time all the companies are mining companies; 
and 

(e) At that time, no shares in those companies have-
(i) Been subject to any arrangement or series of 

related or connected arrangements; or 
(ii) Had any rights attaching to them extinguished 

or altered, directly or indirectly, by any means 
whatever,-
in either case for the purpose, or for purposes 
including the purpose, of enabling the comparues to 
be entitled to be members of the same consolidated 
group so as to defeat the intent and application of the 
consolidation rules. 

Cf. 1976, No. 65, s_ 191E 

ID 4. Formation of consolidated group-(l) Any 2 or 
more eligible companies that are entitled to be members of the 
same consolidated ~oup may elect to form and be treated as a 
consolidated group for the purposes of this Act br giving notice 
in writing to the Commissioner in such form as the 
Commissioner may approve. 

(2) Any notice given under subsection (1) shall-
(a) Nominate one of the companies as agent of the 

consolidated group for the purposes of this Act; and 
(b) Contain an agreement by each company to be jointly and 

severally liable with other members of the 
consolidated group for any income tax payable by 
the consolidated group (which agreement may be 
expressed as subject to, or in terms of an approval 
given under, section HB 1 (2) to (5)). 

(3) Where any 2 or more companies have elected under this 
section to form a consolidated group, those companies shall be 



2268 
s.FD4 

Income Tax 1994, No. 164 

treated for the purposes of this Act as members of a 
consolidated group from-

(a) The beginning of the income year immediately 
succeeding that in which the notice is received by the 
Commissioner; or 

(b) If the notice-
(i) Is received by the Commissioner within 63 

working days after the beginning of an income year, 
or within such further period as the CommisSIoner 
may allow under subsection (6); and 
. (ii) Specifies that the election should apply for that 
mcome year,-
the beginning of that income year. 

(4) Notwithstanding subsection (3), where-
(a) Any 2 or more companies that have elected under this 

section to form a consolidated group are each 
incorporated or otherwise formed during the same 
income year; and 

(b) The notice of election-
(i) Is received by the Commissioner within 63 

working days after the latest of those incorporations 
or other formations, or within such further period as 
the Commissioner may allow under subsection (6); 
and 

(ii) Specifies that the election should apply for the 
income year in which the incorporations or other 
formations occurred,-

those companies shall be treated for the purposes of this Act as 
~embers of a consolidated group from the first day of that 
mcome year. 

(5) Notwithstanding subsection (3), where-
(a) Any 2 or more companies have in any income year 

elected under this section to form a consolidated 
group during that income year; and 

(b) The notice of election-
(i) Is received by the Commissioner within 63 

working days after the date the companies first 
became entitled to so elect, or within such further 
period as the Commissioner may allow under 
subsection (6); and 

(ii) Specifies that the election should apply from 
that date of first entitlement,-

those companies shall be treated for the purposes of this Act as 
members of a consolidated group from that date of first 
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entidement provided that adequate part year accounts in 
respect of each company's assessable income or loss for each 
relevant part year are furnished to the Commissioner in 
accordance with section FD 9. 

(6) The Commissioner may in any particular case extend the 
period of 63 working days specified in any of subsections (3)(b), 
(4)(b), and (5)(b) where the relevant company or companies 
satisfy the Commissioner that in all the circumstances the 
notice of election could not reasonably be expected to be, or to 
have been, furnished within that penod. 

(7) Nothing in this section shall apply to treat as members of 
a consolidated group any 2 companies that have made an 
election under trus section unless-

(a) In the case of companies to which subsection (3)(a) would 
apply, the companies remain eligible companies 
entided to be members of the same consolidated 
group at the beginning of the income year referred to 
in that provision; or 

(b) In the case of companies to which any of 
subsections (3)(b), (4), and (5) would apply, the 
companies (once in existence) are eligible companies 
entided to be members of the same consolidated 
group throughout the period that-

(i) Commences with the date on which they would, 
under the relevant one of those provisions, be treated 
as being members of a consolidated group; and 

(ii) Ends ·with the date on which the notice of 
election is received by the Commissioner. 

(8) Subsection (5) shall not apply where it can reasonably be 
concluded that any arrangement has been entered into for the 
purpose, or for purposes including the purpose, of enabling the 
company to meet tbe requirements of that subsection so as to 
defeat the intent and application of the consolidation rules. 

C£ 1976, No. 65, s. 191F 

ID 5. Company may not be member of more than one 
consolidated group-( 1) No company may at any time be a 
member of more than one consolidated group. 

(2) Where any company would, but for this section, be 
treated at any time as being a member of more than one 
consolidated group, either-

(a) The company shall be treated as being at that time a 
member only of the group of which it was first a 
member; or 
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(b) Where paragraph (a) does not apply by virtue of a 
company becoming a member of 2 or more groups 
simUltaneously, the company shall be treated as being 
a member only of such one of the consolidated 
groups as the Commissioner may specify having 
regard to all the circumstances. 

C£ 1976, No. 65, s. 191G 

ID 6. Nominated companies-(I) The nominated com
pany for a consolidated group at any time shall be treated for 
the purposes of this Act and the Tax Administration Act 1994 
as the agent at that time of the consolidated group and of each 
company which is at that time a member of the consolidated 
group, except where this Act or that Act otherwise expressly 
provides or the context otherwise requires. 

(2) No company shall be at any time a nominated company 
for a consolidated group unless, at that time, that company is a 
member of that consolidated group. 

(3) Where any company which is at any time a nominated 
company for a consolidated group gives notice in writing to the 
Commissioner in such form as the Commissioner may approve 
that it is to cease to be the agent for that group and that 
another company is to become the agent for that group, the 
notifying company shall cease to be the agent for the group, 
and the other company shall become the agent for the group, 
from the date of receipt by the Commissioner of the notice or 
from such later date as may be specified in the notice. 

C£ 1976, No. 65, s. 191H 

FD 7. Joining an existing consolidated group
(1) Where at any time-

(a) Any 2 or more companies have formed a consolidated 
group; and 

(b) At least one company remains a member of that 
consolidated group,-

any other eligible company which is at that time entided to be 
a member of the same consolidated group may elect to join 
and be treated as a member of that consolidated group by 
giving notice in writing to the Commissioner in such form as 
the Commissioner may allow. 

(2) Any such notice shall contain the agreement of the 
company to be joindy and severally liable for any income tax 
payable by the consolidated group (which agreement may be 
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expressed as subject to, or in terms of an approval given under, 
section HB 1 (2) to (5)). 

(3) A company that has elected to join and be treated as a 
member of a consolidated group shall be treated for the 
purposes of this Act as a member of the consolidated group 
rrom-

(a) The beginning of the income year immediately 
succeeding the income year in which the notice is 
received by the Commissioner; or 

(b) If the notice-
(i) Is received by the Commissioner within 63 

working days after the beginning of an income year, 
or within such further period as the Commissioner 
may allow under subsection (6); and 

(ii) Specifies that the election should apply for that 
income year,-
the beginning of that income year. 

(4) Notwithstanding subsection (3), where-
(a) An eligible company makes an election to join and be 

treated as a member of a consolidated group in the 
income year in which that company is incorporated 
or otherwise formed; and 

(b) The notice of election-
(i) Is received by the Commissioner within 63 

working days after the date of that incorporation or 
other formation, or within such further period as the 
Commissioner may allow under subsection (6); and 

(ii) Specifies that the election should apply for the 
income year in which the incorporation or other 
formation occurs,-

that company shall be treated for the purposes of this Act as a 
member of the consolidated group from the first day of that 
income year. 

(5) Notwithstanding subsection (3), where-
(a) A company first becomes entitled to be a member of a 

specified consolidated group at any time during an 
income year; and 

(b) The notice of election to join the group-
(i) Is received by the Commissioner within 63 

working days after that date of first entitlement, or 
within such further period as the Commissioner may 
allow under subsection (6); and 

(ii) Specifies that the election should apply from 
that date of first entitlement,-
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the company shall be treated for the purposes of this Act as a 
member of the consolidated group from that date of first 
entidement provided that adequate part year accounts in 
respect of the company's assessable income or loss for each 
relevant part year are furnished to the Commissioner in 
accordance with section FD 9. 

(6) The Commissioner may in any particular case extend the 
period of 63 working days specified in any of subsections (3)(b), 
(4)(b), and (5)(b) where the company satisfies the Commissioner 
that in all the circumstances the notice of election could not 
reasonably be expected to be, or to have been, furnished within 
that period. 

(7) Nothing in this section shall apply to treat a company as a 
member of a consolidated group unless-

(a) In the case of a company to which subsection (3)(a) would 
apply,-

(i) The company remains an eligible company 
entided to be a member of the consolidated group at 
the beginning of the income year referred to in that 
provision; and 

(ii) At least one other company remains a member 
?f the consolidated group until the beginning of that 
mcome year; or 

(b) In the case of a company to which any of 
subsections (3)(b), (4), and (5) would apply, the 
company is an eligible company entided to be a 
member of the consolidated group throughout the 
period that-

(i) Commences with the date on which the 
company would, under the relevant one of those 
subsections, be treated as being a member of the 
consolidated group; and 

(ii) Ends with the date on which the company's 
notice of election to join the group is received by the 
Commissioner. 

(8) Subsection (5) shall not apply where it can reasonably be 
concluded that any arrangement has been entered into for the 
purpose, or for purposes including the purpose, of enabling the 
company to meet the requirements of that subsection so as to 
defeat the intent and application of the consolidation rules. 

er. 1976, No. 65, s. 1911 
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FD 8. Leaving a consolidated group-( 1) A company that 
is a member of a consolidated group sliall cease to be a 
member of that group if-

(a) The company so elects, by notice in writing to the 
CommissIOner in such form as the Commissioner 
may approve; or 

(b) The company ceases to be an eligible company; or 
(c) The company, not being the nominated company for the 

consolidated group, ceases to be entided to be a 
member of the same consolidated group as the 
nominated company; or 

(d) The company is a member of a consolidated group that 
has ceased to have a nominated company. 

(2) A company that elects to cease to be a member of a 
consolidated group shall be treated as having ceased to be a 
member of the group with effect from-

(a) The beginning of the income year in which the notice of 
election is received by the Commissioner (or, where 
appropriate, such later time as the company was first 
treated as being a member of the group); or 

(b) If the company so specifies in the notice of election, the 
beginrung of the income year immediately succeeding 
that in which the notice was furnished to the 
Commissioner (or, where appropriate, such earlier 
time as the company is treated under this section as 
having ceased to be a member of the group). 

(3) A company that ceases to be an eligible company shall be 
treated as having ceased to be a member of the consolidated 
group with effect from-

(a) The beginning of the income year during which the 
company ceased to be an eligible company (or, where 
appropriate, such later time as the company was first 
treated as being a member of the group); or 

(b) If subsection (6) applies, the beginning of the day on 
which the company ceased to be an eligible company. 

(4) Where any company, not being the nominated company 
for the consolidated group, ceases to be entitled to be a 
member of the same consolidated group as the nominated 
company, the company shall be treated as having ceased to be 
a member of the group with effect from-

(a) The beginning of the income year during which the 
cessation occurred (or, where appropriate, such later 
time as the company was first treated as being a 
member of the group); or 
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(b) If subsection (6) applies in respect of the company, the 
beginning of the day on which the cessation of 
entitlement occurred. 

(5) Where at any time during an income year there is no 
nominated company for a consolidated group, all the 
companies in the group shall be treated as having ceased to be 
~embers of the group with effect from the beginning of the 
mcome year: 

Provided that neither this subsection nor subsection (1)( d) 
shall apply where-

(a) The nominated company ceases to be such by reason of 
being liquidated; and 

(b) Within 20 working days after that liquidation, or within 
such further period as the Commissioner may allow, 
the other companies in the group have selected 
another nominated company and notified the 
Commissioner accordingly (in which case the selected 
company shall be treated as the nominated company 
with effect from the time of the liquidation). 

(6) Notwithstanding subsections (3) and (4), where-
(a) A company which has at any time been a member of a 

consolidated group first ceases-
(i) To be an eligible company; or 
(ii) To be entitled to be a member of the same 

consolidated group as the nominated company of the 
group-
at any time during an income year (such time being 
referred to in this subsection as the "time of 
cessation"); and 

(b) The company elects, by notice in writing to the 
Commissioner in such form as the Commissioner 
may allow, that this subsection should apply with 
respect to the company, the consolidated group, and 
the income year; and 

(c) The notice is received by the Commissioner within 20 
working days after the time of cessation, or within 
such further period as the Commissioner may allow 
as reasonable in all the circumstances,-

the company shall be treated for the purposes of this Act as 
ceasing to be a member of the consoliaated group with effect 
from the time of cessation provided that adequate part year 
accounts in respect of the company's assessable income or loss 
for each relevant part year are furnished to the Commissioner 
in accordance with section FD 9. 
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(7) Subsection (6) shall not apply where it can reasonably be 
concluded that any arrangement has been entered into for the 
purpose, or for purposes including the purpose, of enabling the 
company to meet tbe requirements of that subsection so as to 
defeat the intent and application of the consolidation rules. 

(8) Where a company ceases to be a member of a 
consolidated group by virtue only of being liquidated,-

(a) Nothing in subsections (2) to (4) shall apply to treat the 
company as having so ceased to be a member with 
effect from the beginning of the income year in which 
the liquidation occurred; and 

(b) Nothing in subsection (6) shall apply to require the 
furirishing of adequate part year accounts in relation 
to the company. 

(9) If at any time a consolidated group ceases to have any 
member company or companies, that consolidated group shall 
be treated as having ceased to exist. 

C£ 1976, No. 65, s. 191J; 1994, No. 76, s. 27 

ID 9. Part year accounts and part year income 
allocation-(I) Where a company joins or leaves a 
consolidated group part way through an income year, or is or 
has been a member of a consolidated group that is formed or 
ceases to exist part way through an income year, any part year 
accounts with respect to the company required to be furnished 
by any of sections FD 4 (5), FD 7 (5), and FD 8 (6) shall-

(a) Be incorporated in the return of income for the income 
year furnished to the Commissioner-

(i) By the company, where such part year accounts 
are for a period in which the company is not a 
member of any consolidated group; or 

(ii) By the consolidated group, where such part year 
accounts are for a period in which the company is a 
member of the consolidated group; or 

(iii) By any other consolidated group, where such 
part year accounts are for a period in which the 
company is a member of another consolidated group; 
and 

(b) Sufficiently detail in accordance with subsection (2) the 
assessable income, and deductions able to be claimed 
against assessable income (and where required the 
income tax payable), of the company in respect of 
any relevant part of the income year. 
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(2) The assessable income of, loss incurred by, or income tax 
payable by a company in respect of a part of an income year 
referred to in subsection (1) shall be determined, to the extent 
fair and reasonable and with any necessary modifications, by 
treating that part year as a complete income year for the 
purposes of applying the provisions of this Act. 

Cf. 1976, No. 65, s. 191K 

FD 10. Special provisions relating to dispositions of 
property-(l) Where any company (in this subsection referred 
to as the "transferor") disposes of any property to another 
company (in this subsection referred to as the "transferee") 
that is a member of the same consolidated group when the 
disposition takes place, being property that is-

(a) Property in respect of which the transferor has claimed in 
income years prior to, or will claim in, the income 
year in which the disposition takes place a deduction 
for an amount-

(i) On account of depreciation under section EG 1; 
or 

(ii) On account of amortisation of expenditure 
under section EZ 5 or section EZ 6 or under any other 
provision of this Act which has similar intent and 
application to sections EG 1, EZ 5, and EZ 6 (those 
oilier provisions being in this section referred to as 
"other amortisation provisions")-
in calculating the assessable income of the transferor 
~that property being in this section referred to as 
'depreciating property"); or 

(b) Any property (being neither trading stock for either the 
transferor or the transferee, nor a financial 
arrangement to which the accruals rules apply) 
where, if the transferor or transferee were to dispose 
of that property for a profit or gain, that profit or 
gain would (but for thiS section or section HB 2) be 
required to be taken into account in calculating the 
assessable income of the transferor or transferee,-

then, for the purposes of determining under section BB 4 or 
section CD 1 or otherwise any amount of assessable income 
derived or loss incurred on any subsequent disposal of the 
property, and determining the amounts of deductions in 
respect of depreciation or amortisation of the acquisition cost 
of the property under any of sections EG 1, EZ 5, and EZ 6 or 
any otIier amortisation provisions of this Act,-
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(c) The transferee shall be deemed to have acquired the 
property on the day on which it was acquired by the 
transferor; and 

(d) The transferee shall, where the transferor entered into a 
binding contract to purchase or construct any 
depreciable property before 16 December 1991, be 
deemed to have entered into that binding contract on 
the same date as the transferor; and 

(e) The transferee shall be deemed to have acquired the 
property from the transferor for consideration equal 
to,-

(i) Except where the property forms all or part of a 
pool of property that is depreciated by the transferor 
m accordance with section EG 11, the aggregate of 
the following amounts of expenditure incurred by the 
transferor in respect of the property before the 
disposition to the transferee in fact takes place, being 
in every case expenditure in respect of which no 
deduction has been allowed under this Act (other 
than by way of a deduction in respect of the 
depreciation or amortisation of the acquisition cost of 
the property under any of sections EG 1, EZ 5, and 
EZ 6 or any other amortisation provisions of this Act): 

(A) The original purchase price of the property; 
and 

(B) Any expenditure incurred in lurchasing or 
improving the property; an 

(C) Any expenditure incurred in securing or 
improving the legal rights of the transferor 
in relation to the property: 

(ii) Where the property forms the whole of a pool 
of property that is depreciated by the transferor in 
accordance with section EG 11, the adjusted tax value 
of the lool immediately before the property was 
dispose of to the transferee: 

(iii) Where the property forms part only of any 
such pool, the lesser of-

(A) The market value of the property disposed of 
to the transferee; and 

(B) The adjusted tax value of the whole of the 
pool immediately before the property was 
disposed of to the transferee. 

(2) Where any company (in this subsection referred to as the 
"transferor") disposes of any depreciating property (other than 



2278 
s.IDIO 

Income Tax 1994, No. 164 

pooled property) to another company (in this subsection 
referred to as the "transferee") that is a member of the same 
consolidated group when the disposition takes place, for the 
purposes of sections EC 1, EC 19, EZ 5, and EZ 6 and any other 
amortisation provisions of this Act in respect of the calculation 
of the assessable income of the transferee, the transferee shall 
be deemed to have been allowed (as if in the calculatin~ of that 
assessable income derived by the transferee) deductIOns for 
depreciation or under section EZ 5 or section EZ 6 or any other 
amortisation provision of the same amounts as, in respect of or 
in relation to the property, have been allowed or deaucted in 
calculating the assessable income derived by the transferor. 

(3) Where and to the extent that in any income year-
(a) A company (in this subsection referred to as the 

"transferor")-
(i) Disposes of any land; or 
(ii) Ceases to carry on a business; and 

(b) But for this subsection, the disposal or cessation would 
prevent the transferor from being entitled to a 
deduction under any of sections DL 2, DO 4, and 
DO 5; and 

(c) After the disposal or cessation and for the remainder of 
the income year-

(i) The land is held; or 
(ii) The business is carried on,-

by another company which is a member of the same 
consolidated group as the transferor for the whole of 
the income year,-

the transferor shall not be prevented by the disposal or 
cessation from being entitled to such deduction. 

(4) Where any company (in this subsection referred to as the 
"transferor") disposes of any financial arrangement to which 
the accruals rules agply to another company (in this subsection 
referred to as the transferee") that is a member of the same 
consolidated group when the disposition takes Elace, then, 
notwithstandirig section GD 11, for the purposes of this Act-

(a) In any case where-
(i) The method of calculating income or 

expenditure in respect of the financial arrangement 
under section EH 1 remains the same 
notwithstanding the disposition; and 

(ii) The nominated company of the group so elects 
by filing accordingly the group's retum of income for 
the income year; and 
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(iii) The transferor and the transferee are members 
of the same consolidated group for the whole of the 
income year; and 

(iv) Neither the transferor nor the transferee is 
entitled, under section lE 1 or section IF 1, to claim to 
c~ forward to the income year and deduct or set 
off any loss incurred by the company in any 
preceding income year (except where the whole of 
that loss may be deducted from the assessable 
income of the consolidated group for the income year 
under section IG 6),-
with respect to the income year in which the 
disposition takes place and each subsequent income 
year-

(v) The transferor shall be treated as if it had never 
held the financial arrangement prior to the 
disposition, with the result that section EH 4 does not 
apply to the transferor with respect to the disposition; 
and 

(vi) The transferee shall be treated as if it had
(A) Acquired the financial arrangement at the 

same time and for the same acquisition 
price as the transferor; and 

(B) Incurred all other expenditure and derived 
all gains incurred or derived by the 
transferor with respect to the fuiancial 
arrangement before the disposition; and 

(C) Included in its returns of income under the 
Tax Administration Act 1994 the same 
amounts of income and expenditure with 
respect to the financial arrangement as 
were included by the transferor; and 

(b) In any other case where the method of calculating income 
or expenditure in respect of the financial 
arrangement under section EH 1 remains the same 
notwithstanding the disposition, the consideration for 
which the disposition has taken place shall be deemed 
to be equal to such amount as will result in the base 
price adjustment in relation to the transferor 
calculated in respect of the disposition under section 
EH 4 being such amount (whether negative, EOsitive, 
or a nil amount) as will result effective1y in a fair and 
reasonable allocation, having regard to the tenor of 
section EH 1, between the transferor and the 
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transferee, of the income or expenditure which would 
have been deemed to be derived or incurred by the 
transferor in respect of the financial arrangement in 
the income year in which the disposition takes place 
had the disposition not taken place; and 

(c) In any other case, the consideration for which the 
disposition takes place shall be deemed to be equal to 
the market value of the financial arrangement at the 
date of disposition. 

(5) Where-
(a) Any company (in this subsection referred to as the 

"transferor") disposes of any trading stock to another 
company (in this subsection referred to as the 
"transferee ') that is a member of the same 
consolidated group when the disposition takes place; 
and 

(b) In any case where the trading stock is not an excepted 
financial arrangement,-

(i) The nominated company has elected that this 
subsection should apply, by notice in writing to the 
Commissioner in such form as the Commissioner 
may approve given within the time within which the 
consolidated group is required to furnish a return of 
income for that income year or within such further 
time as the Commissioner may allow; and 

(ii) The Commissioner is satisfied that the property 
and its ownership at any time will be able to be 
specifically identified,-

then, for the purposes of calculation of the assessable income of 
the transferor and the transferee, the consideration for which 
the disposition has taken place shall be deemed to be-

(c) In any case where the trading stock was held by the 
transferor at the beginning of the income year, the 
value of that trading stock as at the beginning of the 
income year as determined in accordance with 
section EE 1; and 

(d) In any other case, the cost to the transferor of that 
trading stock. 

(6) For the purpose of bringing into account tax liabilities 
arising from dispositions of property within a consolidated 
group to the extent that they have not previously been taken 
into account by virtue of this section or section HB 2 (1), where 
at any time-
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(a) A company ceases to be a member of a consolidated 
group (other than by virtue only of being liquidated); 
and 

(b) The company holds any property (whether that property 
is held as a separate item of property or is part of 
some other property) which has at any time been the 
subject of a disposition between members of that 
consolidated group to which any of subsections (1), 
(2), (4)(a), (4)(b), and (5) has applied,-

then, for the purposes of this Act, the company shall be 
deemed to have disposed of that item of property immediately 
prior to that time to a person not associated with the company 
and to have immediately thereafter reacquired it, in each case 
for a consideration equal to the market value of that property 
at that time. 

(7) For the purposes of subsection (6), where-
(a) Any property to which that subsection applies is, at the 

tune of the disposition deemed to occur under that 
subsection, part of or absorbed into some other 
property; and 

(b) Its market value at that time cannot separately be 
determined,-

it shall be treated as if disposed of and reacquired for a 
consideration equal to its market value at the time of the 
disposition to which any of subsections (1), (2), (4)(a), (4)(b), and 
(5) has applied (or, if there has been more than one such 
dis{>osition between members of the consolidated group, equal 
to Its market value at the time of the latest in time of those 
dispositions at which its market value can separately be 
determined), and the treatment under this Act of that other 
property shall be adjusted accordingly. 

(8) Where and to the extent that-
(a) Any company (in this subsection referred to as the 

"transferor") disposes of any shares in another 
company (in this subsection referred to as the 
"related company"); and 

(b) Either-
(i) If the transferor were to derive a profit or gain 

from that disposition, that profit or gain would be 
assessable income to the transferor (not being 
assessable income not taken into account by virtue of 
section HB 2); or 

(ii) If the transferor were to incur a loss on that 
disposition, that loss would be deductible in 
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calculating the assessable income of the transferor 
(not being a loss not taken into account by virtue of 
section HB 2); and 

(c) The consideration received by the transferor for that 
disposition is lower than the consideration that would 
have been received in an arms-length disposition had 
not any reduction in the value of tlie net assets of the 
related company occurred as a result of anyone or 
more dividends, distributions, payments, 
arrangements, or transactions between tlie related 
company and any other company that was at the 
time of the dividend, distribution, payment, 
arrangement, or transaction a member of the same 
consolidated group as the related company,-

for the purposes of this Act the consideration received by the 
transferor shall be deemed to be equal to the consideration that 
would have been received in an arms-length disposition had 
that reduction in value not occurred. 

(9) Notwithstanding the preceding subsections of this section, 
where-

(a) Any company joins a consolidated group; and 
(b) At the time of joining that consolidated group the 

company holds any property; and 
(c) After joining the consolidated group, the company 

disposes of the property to another member of the 
consolidated group; and 

(d) Any of subsections (1), (2), (4)(a), (4)(b), and (5) would apply 
to that disposition but for the application of tbis 
subsection; and 

(e) After the time of that disposition, the company ceases to 
be a member of the consolidated group (including by 
virtue of being liquidated); and 

(f) It can reasonably be concluded that there was an 
arrangement having a J!urpose or effect of defeating 
the intent and application of the consolidation rules 
which involved tliat company joining the consolidated 
group, disposing of the property, and ceasing to be a 
member of the consolidatea group,-

the relevant subsection of this section which would have 
applied to that disposition but for the application of this 
sUDsection shall not apply to that disposition. 

C£ 1976, No. 65, s. 191N; 1994, No. 76, s. 28 
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FE 1. Amalgamation of companies-purpose-(l) 
Subject always to the express provisions of the amalgamation 
provisions, those provisions are intended-

(a) To specify certain taxation consequences of the 
amalgamation of companies; and 

(b) In the case of qualifying amalgamations, to permit certain 
property to be transferred to an amalgamated 
company on a concessional taxation basis and an 
amalgamated company to succeed to tax losses and 
imputation credit account and other credits of 
amalgamating companies, subject to tests of 
continuity and commonality of ownership being met; 
and 

(c) To apply notwithstanding anything to the contrary in 
section 225 (d) of the Companies Act 1993. 

(2) In this section, "amalgamation provisions" means sections 
CF 4, CF 5, Cl 7, DD 3, DL 7, DO 8, FE 2 to FE 8, IF 4 to IF 6, 
IC 8, IC 9, LC 8 to LC 12, MB 11, MD 2 (8) and (9), ME 29, 
MF 16, MC 17, NC 15 (7), ND 3 (7), ND 4 (7) and NH 4 (8) and 
(9) of this Act and sections 75 and 76 of the Tax Administration 
Act 1994. 

Cf. 1976, No. 65, s. 191wD (1); 1994, No. 76, s. 29 

FE 2. Cancellation of shares held by amalgamating 
company on amalgamation-Where shares in any 
amalgamating company are-

(a) Held by another amalgamating company; and 
(b) Cancelled on the amalgamation,-

then for the purposes of this Act, the shares shall be deemed to 
have been disposed of by the shareholder amalgamating 
company immediately before the amalgamation for a 
consIderation equal to-

(c) In the case of any shares held as trading stock by the 
shareholder amalgamating company at the beginning 
of the income year in which the amalgamation takes 
place, at the election of the amalgamated company-

(i) The cost; or 
(ii) The market selling value; or 
(iii) The replacement cost,-

of the shares at the time of the amalgamation; and 
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(d) In any other case, the cost to the shareholder 
amalgamating company of the shares. 

ef. 1976, No. 65, s. 191wD (6) 

FE 8. Deduction to amalgamated company for bad 
debts, expenditure, etc.-Where-

(a) Any amalgamating company ceases to exist on a 
qualifying amalgamation; and 

(b) The amalgamated company in any period-
(i) Writes off as a bad debt any debt acquired from 

the amalgamating company at the time of the 
amalgamation; or 

(ii) Incurs any expenditure, loss, or depreciation by 
virtue of anything done or not done by the 
amalgamating company; and 

(c) The amount of the bad debt, expenditure, loss, or 
depreciation would not be deductible in calculating 
the assessable income of the amalgamated company 
but for this subsection; and 

(d) The amount would have been deductible in calculating 
the assessable income of the amalgamating company 
but for the amalgamation,-

the amount shall be deductible in calculating the assessable 
income of the amalgamated company for the period. 

ef. 1976, No. 65, s. 191WD (8) 

FE 4. Amalgamated company to assume unexpired 
accrual expenditure and profits or gains of 
amalgamating company-Where any amalgamating 
company ceases to exist on an amalgamation during any 
income year,-

(a) The unexpired portion of any amount of accrual 
expenditure of the amalgamating company for the 
income year shall be deemed to be the unexf>ired 
portion of an amount of accrual expenditure of the 
amalgamated company for the income year, and not 
of the amalgamating company; and 

(b) Any profit or gain derived by the amalgamated company 
at any time after the amalgamation which-

(i) Is derived by virtue of anything done or not 
done by the amalgamating company; and 

(ii) Would have been assessable income of the 
amalgamating company but for the amalgamation,-
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shall be assessable income at the time of the 
amalgamated company. 

C£ 1976, No. 65, s. 191wo (10); 1994, No. 76, s. 29 

FE 5. Transfer of property or obligations under 
financial arrangements deemed to be at market value
Where any amalgamated company, on an amalgamation other 
than a qualifying amalgamation, acquires any property of an 
amalgamating company, or succeeds to any obligations of an 
amalgamating company in respect of a financial arrangement 
of wruch the amalgamating company was the issuer, for the 
purposes of this Act,-

(a) The amalgamating company shall be treated as having 
disposed of the property or relieved itself of the 
obligations immediately before the amalgamation; 
and 

(b) The amalgamated company shall be treated as having 
acquired the property or assumed the obligations 
immediately after the amalgamation,-

for a consideration equal to the market value of the property, 
or market price for assuming such obligations, at the time. 

Cf. 1976, No. 65, s. 191wo (11); 1994, No. 76, s. 29 

FE 6. Acquisition of property by amalgamated 
company on a qualifying amalgamation-(I) Where any 
amalgamated company, on a qualifying amalgamation, 
acquires any property of an amalgamating company, then for 
the purposes of this Act with effect from the date of acquisition 
and except where otherwise provided in the succeeding 
subsections of this section,-

(a) The amalgamated company shall be deemed to have 
acquired the property on the date on which it was 
acquired by die amalgamating company; and 

(b) The amalgamated company shall, where the 
amalgamating company entered into a binding 
contract to purchase or construct any depreciable 
property before 16 December 1991, be deemed to 
have entered into that binding contract on the same 
date as the amalgamating company; and 

(c) The amalgamated company shall be deemed to have 
acquired the property from the amalgamating 
company for consideration equal to,-

(i) Except where the property forms all or part of a 
pool of property tliat is depreciated by the 
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amalgamating company in accordance with section 
EG 11, the aggregate of the following amounts of 
expenditure incurred by the amalgamating company 
in respect of the property before the amalgamation, 
being in every case expenditure in respect of which 
no deduction has been allowed under trus Act (other 
than by way of a deduction in respect of the 
depreciation or amortisation of the acquisition cost of 
the property under any of sections EG 1, EZ 5, and 
El 6 or any other amortisation provisions of this Act): 

(A) The original purchase price of the property; 
and 

(B) Any expenditure incurred in lurchasing or 
improving the property; an 

(C) Any expenditure incurred in securing or 
improving the legal rights of the 
amalgamating company in relation to the 
property: 

(ii) Where the property forms the whole of a pool 
of property that is depreciated by the amalgamating 
company in accordance with section EG 11, the 
adjusted tax value of the pool immediately before the 
amalgamation: 

(iii) Where the property forms part only of any 
such pool, the lesser of-

(A) The market value of the property acquired 
by the amalgamated company; and 

(B) The adjusted tax value of the whole of the 
pool immediately before the 
amalgamation. 

(2) Where an amalgamated company, on a qualifying 
amalgamation, acquires any property of an amalgamating 
company which is trading stock for both the amalgamating 
company and the amalgamated company, for the purposes of 
this Act the amalgamating company shall be deemed to have 
disposed of the trading stock and the amalgamated company 
shall be deemed to have acquired the trading stock for a 
consideration equal to, at the option of the amalgamated 
company, the cost price, market selling value, or replacement 
cost of the trading stock at the time of the amalgamation. 

(3) Where an amalgamated company, on a qualifying 
amalgamation, acquires any property of an amalgamating 
company which is revenue account property of the 
amalgamating company and is not revenue account property of 
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the amalgamated company, for the purposes of this Act the 
amalgamating company shall be deemed to have disposed of 
the property and the amalgamated company shall be deemed 
to have acquired the property at the time of the amalgamation 
for a consideration equal to its market value at that time. 

(4) Where an amalgamated company, on a qualifying 
amalgamation, acquires property from an amalgamating 
company which was depreciating property (other than pooled 
property) of the amalgamating company, then for the purposes 
of sections EG 1, EG 19, EZ 5, and EZ 6 and any other 
amortisation provisions of this Act in respect of the calculation 
of the assessable income of the amalgamated company, the 
amalgamated company shall be deemed to have been allowed 
(as if in the calculating of that assessable income derived by the 
amalgamated company) deductions for depreciation or under 
section EZ 5 or section EZ 6 of this Act or any other 
amortisation provision of the same amounts as, in respect of or 
in relation to the property, have been allowed or deducted in 
calculating the assessable income derived by the amalgamating 
company. 

(5) Where any amalgamated company acq.uires during an 
income year, on a qualifying amalgamatIon, a financial 
arrangement of an amalgamating company to which the 
accruals rules apply, then, notwithstanding section GD 11, for 
the purposes of this Act-

(a) In any case where-
(i) The method of calculating the income or 

expenditure in respect of the financial arrangement 
under section EH 1 remains the same 
notwithstanding the amalgamation; and 

(ii) The amalgamated company so elects by filing 
accordingly its return of income for the income year; 
and 

(iii) The amalgamating company and the 
amalgamated company were members of the same 
wholfy-owned group of companies at all times in the 
income year before the amaIgamation; and 

(iv) The amalgamating company is not entitled, 
under section lE 1 or section IF 1, to claim to carry 
forward to the income year and deduct or set off any 
loss incurred by it in any preceding income year 
(except where the whole of such loss may be 
deducted from the assessable income of the 
amalgamated company for the income year under 
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section IF 4),-
with respect to the income year in which the 
amalgamation takes place and each subsequent 
income year-

(v) The amalgamating company shall be treated as 
if it had never held the financial arrangement before 
the amalgamation, with the result that section EH 4 
does not apply to the amalgamating company with 
respect to the disposition by the amalgamating 
company of the financial arrangement; and 

(vi) The amalgamated company shall be treated as 
if it had-

(A) Acquired the financial arrangement at the 
same time and for the same acquisition 
price as the amalgamating company; and 

(B) Incurred all other expenditure and derived 
all gains incurred or derived by the 
amalgamating company with respect to 
the financial arrangement before the 
amalgamation; and 

(C) Included in its returns of income under this 
Act the same amounts of income and 
expenditure with respect to the financial 
arrangement as were included by the 
amalgamating company; and 

(b) In any other case where the method of calculating income 
or expenditure in respect of the financial 
arrangement under section EH 1 remains the same 
notwithstanding the amalgamation, the consideration 
for which the disposition by the amalgamating 
company has taken place shall be deemed to be equal 
to such amount as will result in the base price 
adjustment in relation to the amalgamating company 
calculated in respect of the disposition under section 
EH 4 being such amount (whether negative, positive, 
or a nil amount) as will result effectively in a fair and 
reasonable allocation, having regard to the tenor of 
section EH 1, between the amalgamating company 
and the amalgamated company, of the income or 
expenditure which would have been deemed to be 
derived or incurred by the amalgamating company in 
respect of the financial arrangement in the mcome 
year in which the amalgamation takes place had the 
amalgamation not taken place; and 
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(c) In any other case, the consideration for which the 
disposition takes place shall be deemed to be equal to 
the market value of the financial arrangement at the 
date of amalgamation. 

C£ 1976, No. 65, s. 191WD(12), (13), (14), (15), (17); 1994, 
No. 76, s. 29 

FE 7. Succession of obligations of amalgamating 
company under a financial arrangement on 
amaIgamation-Where any ama!g~ated company succeeds 
during an income year, on a qualitying amalgamatIon, to the 
obligations of an amalgamatmg company in respect of a 
financial arrangement to which the accruals rules apply of 
which the amalgamating company was the issuer, then, 
notwithstanding section GD 11, for the purposes of this Act-

(a) In any case where-
(i) The method of calculating expenditure or 

income in respect of the financial arrangement under 
section EH 1 remains the same notwithstanding the 
amalgamation; and 

(ii) The amalgamated company so elects by filing 
accordingly its return of income for the income year; 
and 

(ill) The amalgamating company and the 
amalgamated companr were members of the same 
wholfy·owned group 0 companies at all times in the 
income year before the amcilgamation; and 

(iv) The amalgamating company is not entitled, 
under section lE 1 or section IF 1, to claim to carry 
forward to the income year and deduct or set off any 
loss incurred by it in any preceding income year 
(except where the whole of such loss may be 
deducted from the assessable income of the 
amalgamated company for the income year under 
section IF 4),-
then with respect to the income year in which the 
~algamation takes place and each subsequent 
mcome year-

(v) The amalgamating company shall be treated as 
if it had never been the issuer of the financial 
arrangement prior to the amalgamation, with the 
result that section EH 4 does not apply to the 
amalgamating company with respect to the 
succession; and 
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(vi) The amalgamated company shall be treated as 
if it had-

(A) Issued the financial arrangement at the same 
time and for the same acquisition price as 
the amalgamating company; and 

(B) Incurred all expenditure and derived all 
other gains incurred or derived by the 
amalgamating company with respect to 
the financial arrangement before the 
succession; and 

(C) Included in its returns of income under this 
Act the same amounts of expenditure and 
income with respect to the financial 
arrangement as were included by the 
amalgamating company; and 

(b) In any other case where the method of calculating income 
or expenditure in respect of the financial 
arrangement under section EH 1 remains the same 
notwithstanding the amalgamation, the consideration 
for which the succession has taken place shall be 
deemed to be equal to such amount as will result in 
the base price adjustment in relation to the 
amalgamating company calculated in respect of the 
succession under section EH 4 being such amount 
(whether negative, positive, or a nil amount) as will 
result effectively in a fair and reasonable allocation, 
having regard to the tenor of section EH 1, between 
the amalgamating company and the amalgamated 
company, of the expenditure or income which would 
have been deemed to be incurred or derived by the 
amalgamating company in respect of the financial 
arrangement in the income year in which the 
amalgamation takes place had the amalgamation not 
taken place; and 

(c) In any other case, the consideration for which the 
succession takes place shall be deemed to be equal to 
the market price for which an assumption of such 
obligations. would have taken place at the date of 
amalgamation. 

CF. 1976, No. 65, s. 191wn (18); 1994, No. 76, s. 29 

FE 8. Amalgamated company to assume rights and 
obligations of amalgamating company-Where any 
amalgamating company ceases to exist on an amalgamation, 
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the amalgamated company shall, in accordance with 
section 209G of the Companies Act 1955 or section 225 of the 
Companies Act 1993, comply with all obligations of and meet 
all liabilities of, and be entided to all rights, powers and 
privileges of, the amalgamating company under the Inland 
Revenue Acts with respect to the income year in which the 
amalgamation occurs and all preceding income years. 

Cf. 1976, No. 65, s. 191WD (7)(a); 1994, No. 76, s. 29 

SUBPART F-MATRIMONIAL TRANSFERS 

FF 1. Shares or options-( 1) The provisions of this section 
shall apply only to modify the provisions of sections OD 3 and 
OD 4 for the purposes of the application of the continuity 
provisions. 

(2) Where any share or option over a share in a company is 
transferred to any person from a spouse or former spouse in 
accordance with a matrimonial property agreement, the 
transferee shall be deemed to have acquired that share or 
option on the date on which that share or option was acquired, 
or deemed under section OD 5 to have been acquired, by the 
transferor, and to have held it at all times until the date of 
transfer. 

C£ 1976, No. 65, s. 8E (1), (2) 

FF 2. Financial arrangements-The accruals rules shall 
not apply in relation to a financial arrangement transferred in 
accordance with a matrimonial agreement in the circumstances 
specified in section EH 9 (c). 

Cf. 1976, No. 65, s. 64M (c) 

FF S. Business stock in hand-For the purposes of section 
BB 4 (a), where any business is transferred in accordance with a 
matrimonial agreement, the value of stock in hand in relation 
to that business shall be an amount equal to the amount at 
which that stock is deemed by section FF 13 to have been sold. 

C£ 1976, No. 65, s. 65 (2)(a) 

FF 4. Personal property-For the purposes of section 
BB 4 (c), where any personal property or any interest in 
personal property to which that section applies is transferred in 
accordance with a matrimonial agreement-

(a) The transferor shall be deemed to have disposed of that 
personal property or that interest for a consideration 
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equal to the cost of that personal property or that 
interest to the transferor: 

(b) The transferee shall be deemed to have acquired that 
personal property or that interest at a cost equal to 
the amount of the consideration determined under 
paragraph (a): 

(c) Where in any income year the transferee sells or 
otherwise disposes of that personal property or that 
interest the transferee shall, in relation to that 
personal property or that interest, and to that sale or 
other disposltion, be deemed, for the purposes of 
section BB 4 (c), to be engaged in a business 
comprising dealing in such property. 

Cf. 1976, No. 65, s. 65 (2)( e) 

FF 5. Commercial bills-For the purposes of section CE 3, 
where any commercial bill is transferred in accordance with a 
matrimonial agreement, the transferor shall be deemed to have 
disposed of the commercial bill, and the transferee is deemed 
to have purchased it, at a cost equal to the cost at which the 
transferor purchased the bill. 

C£ 1976, No. 65, s. 65 (1 )(b )(ii) 

FF 6. Land-( 1) Where any land is transferred in accordance 
with a matrimonial agreement-

(a) For the purposes of paragraphs (a) to (f) of section 
CD 1 (2)-

(i) The transferor shall be deemed to have disposed 
of that land for a consideration equal to the total 
amount that would, if that land had been sold by the 
transferor on the date of the transfer, have been the 
cost price of the land for the purposes of calculating 
the amount (if any) of the profits or gains, of any of 
the kinds referred to in those paragraphs, denved 
from that sale; and 

(ii) The transferee shall be deemed to have incurred 
expenditure, in the acquisition of that land, of an 
amount equal to the consideration for which that 
land is, under subparagraph (i) of this para~aph, 
deemed to have been disposed of by the transferor; 
and 

(iii) The transferee shall be deemed to have 
acquired that land on the day on which it was 
acquired by the transferor; and 
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(iv) Where the transferor and the transferee are not 
associated persons and the transferee subsequendy 
sells or otherwise disposes of that land at a profit or 
gain (being a profit or gain of the kind referred to in 
section GD 9 (1)) section GD 9 (1) shall have effect as 
if the transferor and the transferee were associated 
persons: 

(b) For the purpose of section CD 1 (2)(g),-
(i) The transferor shall be deemed to have disposed 

of that land for a consideration equal to the sum of-
(A) The value of the land, at the date of the 

commencement of any undertaking or 
scheme of the kind referred to in 
section CD 1 (2)(g), commenced, carried 
on, or carried out by the transferor prior 
to the transfer, being the value 
determined by the Commissioner in 
accordance with section CD 1 (9); and 

(B) Expenditure incurred by the transferor prior 
to the transfer in the carrying on or 
carrying out, in relation to that land, of 
any undertaking or scheme of the kind 
referred to in section CD 1 (2)(g): 

(ii) Where the land is acquired from any transferor 
to whom subparagraph (1) applies, the transferee 
shall-

(A) Be deemed to have incurred expenditure, in 
the acquisition of that land, of an amount 
equal to the value of the land, being the 
value referred to in subparagraph (i)(A); 
and 

(B) Be deemed to have incurred expenditure, in 
the carrying on or carrying out of the 
undertaking or scheme which was carried 
on or carried out by the transferor prior to 
the transfer, of an amount equal to 
the expenditure referred to in 
subparagraph (i)(B): 

(iii) Where the land is acquired from any transferor 
to whom subparagraph (i) does not apply, the 
transferee shall be deemed to have incurred 
expenditure, in the acquisition of that land, of an 
amount equal to the consideration for which that 
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land is, under paragraph (a)(i), deemed to have been 
disposed of by the transferor: 

(iv) Where the transferor and the transferee are not 
associated persons and the transferee subsequently 
sells or otherwise disposes of that land at a profit or 
gain (being a profit or gain of the kind referred to in 
section CD 9 (1)) section CD 9 (1) shall have effect as 
if the transferor and the transferee were associated 
persons. 

(2) Every reference in this section to a sale or other 
disposition of any land by any taxpayer shall be deemed to 
include a reference to a sale or other disposition of any land by 
or on behalf of any other person where that other person is, in 
relation to a mortgage secured on that land, a mortgagee and 
that sale or other disposition by or on behalf of that other 
person is made in consequence of the default of the taxpayer 
under that mortgage. 

Cf. 1976, No. 65, s. 67 (9B), (9c), (14) 

FF 7. Standing timber-Notwithstanding anything in 
sections CE 2, CJ 1, and DL 1, where any timber or rigbt to 
take timber or land with standing timber on it is transferred in 
accordance with a matrimonial agreement,-

(a) That transfer shall be deemed for the purposes of those 
sections to be a sale or other disposItion of timber, or 
of a right to take timber (whether or not the sale or 
other disposition includes other land or other assets 
or the land and timber are assets of a business), for a 
consideration equal to the cost to the transferor of 
the timber determined as at the date of the deemed 
sale or other disposition; and 

(b) That amount shall be taken into account under those 
sections in calculating the assessable income of the 
transferor and in calculating the cost of the timber to 
the transferee: 

Provided that this section shall not apply with respect to any 
standing timber included with a sale or other disposition of land 
that consists of timber that is comprised in ornamental or 
incidental trees. 

C£ 1976, No. 65, s. 74 (6) 

FF 8. Patent rights-For the purposes of section EN 2, 
wher~ anr patent rights are transferred in accordance with a 
matnmorual agreement,-
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(a) The transferor shall be deemed to have sold those patent 
rights in the income year of transfer for a 
consideration equal to the amount (if any) of the 
expenditure of the kind referred to in 
section EN 2 (3)(a) or, as the case may be, of the total 
cost of the kind referred to in section EN 2 (3)(b), that 
has not been allowed as a deduction from the 
assessable income derived by the transferor: 

(b) No deduction of the amount first mentioned in 
paragraph (a) shall be allowed from the assessable 
mcome derived by the transferor in any income year: 

(c) The transferee shall be deemed to have incurred 
expenditure, in the acquisition of those patent rights 
in that income year, of an amount equaf to the value 
of the consideration for which, under paragraph (a), 
they are deemed to have been sold by the transferor. 

Cf. 1976, No. 65, s. 83 (4A) 

FF 9. Specified Iivestock.-For the purposes of Part EL and 
sections El 1 and EZ 4, where any specified livestock is 
transferred in accordance with a matrimonial agreement, 
and-

(a) That livestock was used by the transferor in any business 
carried on by the transferor, and was held by the 
transferor at the beginning of the income year of 
transfer; and 

(b) Its value at the end of the preceding income lear was 
determined by the transferor under the her scheme; 
and 

(c) Its value at the end of the income year in which the 
transfer occurred is determined by the transferee 
under the herd scheme,-

then, notwithstandin~ section FF 13, the transferee shall be 
deemed to have acqUIred the livestock during the income year 
in which the transfer occurred at a price equal to the national 
average market value of that livestock for that income year 
multiplied by the herd value ratio (if any) applying to the 
livestock in the hands of the transferor in the preceding income 
year. 

C£ 1976, No. 65, s. 860 (8) 

FF 10. Non-specified livestock.-(I) For the purposes of 
section EL 9,-

(a) Where in any income year-
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(i) Any non-specified livestock is transferred in 
accordance with a matrimonial agreement; and 

(ii) By virtue of that transfer the transferee 
commences or recommences to derive income from 
non-specified livestock in that income year,-
the transferee shall, except for the purposes of 
determining whether any subsequent acquisition of 
livestock by the transferee constitutes the 
commencement or recommencement by the 
transferee of the deriving of income from non
specified livestock, be deemed not to have so 
commenced or recommenced to derive income from 
non-specified livestock by virtue of that transfer: 

(b) Where any land is transferred in accordance with a 
matrimonial agreement, the transferee shall be 
deemed to have acquired that land on the day on 
which it was acquired by the transferor. 

(2) Where-
(a) Any non-specified livestock is transferred in accordance 

with a matrimonial agreement and is then used by 
the transferee in the deriving of income from 
livestock; and 

(b) The transferee was not, immediately- before the transfer, 
deriving income from non-specified livestock; and 

(c) If the livestock had been retained by the transferor and 
had not been so transferred, paragraph (d) or 
paragraph (e) of section EL 9 (2) would have applied 
to the valuation of that livestock in the hands of the 
transferor,-

then the value to be taken into account under section EL 9 by 
the transferee in respect of that livestock shall, notwithstanding 
section EL 9 (2) (but subject to subsection (1) of this section), be 
increased,-

(d) For the income year of transfer, by an amount equal to 
either-

(i) The amount that would have been the 
transferor's deductible excess in relation to that 
livestock and the income year of transfer, where that 
income year is the year in which section EL 9 (2)(d) 
would have applied to the transferor if the transferor 
had retained the livestock; or 

(ii) One-half of the amount that would have been 
the transferor's deductible excess in relation to that 
livestock and the income year of transfer where that 
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income year is the year in which section EL 9 (2)(e) 
would have applied to the transferor if the transferor 
had retained the livestock: 

(e) For the income year following the income year of 
transfer, by an amount equal to one-half of the 
amount (if any) that would have been the transferor's 
deductible excess in relation to that livestock and that 
following income year if, had the transferor retained 
the livestock, section EL 9 (2)(e) would have applied in 
relation to the transferor and that livestock. 

Cf. 1976, No. 65, s. 86H(5), (6) 

FF 11. High-priced livestock-For the purposes of 
section EL 10, where any high-priced livestock is transferred to 
any taxpayer in accordance with a matrimonial agreement,-

(a) The transferee shall be deemed to have acquired the 
livestock-

(i) On the day on which it was acquired by the 
transferor; and 

(ii) At a cost equal to the cost of the livestock to 
that transferor; and 

(b) The value of the high-priced livestock to be taken into 
account at the end of the income year of transfer by 
the transferee shall, notwithstanding 
section EL 10 (1), be the amount of the value at which 
it is so transferred to the transferee (as that value is 
determined in accordance with section FF 13), 
reduced by an amount equal to the assigned 
percentage of its cost price; and 

(c) Where the transferor had elected under section EL 10 (6) 
(or under section 861 (7) of the Income Tax Act 1976) 
to adopt in respect of the high-priced livestock a 
specified writedown based on diminishing value, the 
transferee shall be deemed also to have made such an 
election; and 

(d) Where the transferor had not so elected to adopt a 
specified writedown based on diminishing value, the 
transferee shall not be entitled to make an election 
under section EL 10 unless the high-priced livestock 
was acquired by the transferor in the income year of 
transfer. 

ef. 1976, No. 65, s. 861(8) 

G--20 
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FF 12. Bloodstock-For the purposes of section EM 1, 
where any bloodstock is transferred in accordance with a 
matrimomal agreement, and that bloodstock has been used for 
breeding purposes in New Zealand by the transferor, that 
livestock shalf be deemed not to have been used for breeding 
purposes in New Zealand by the transferor. 

Cf. 1976, No. 65, s.86J (5)(b)(i) 

FF IS. Trading stock-(I) Where any trading stock is 
transferred in accordance with a matrimonial agreement, the 
trading stock shall be deemed for the purposes of this Act to 
have been sold at and to have realised during the income year 
of transfer-

(a) Where that trading stock was used by the transferor in 
any business carried on by that person and was held 
by that person at the commencement of the income 

. year, an amount equal to-
(i) In relation to any trading stock that is specified 

livestock other than livestock used in dealing 
operations, the value taken into account by the 
transferor in respect of that trading stock, under 
section EE 1 (1), at the end of the last preceding 
income year: 

(ii) In relation to any trading stock other than 
trading stock to which subparagraph (i) applies, the 
greater of-

(A) The value taken into account by the 
transferor in respect of that trading stock, 
under section EE 1 (1), at the end of the 
last preceding income year: 

(B) The value of that trading stock to be taken 
into account by the transferee at the end 
of the income year of transfer, detennmed 
under section EE 1 (3) or, as the case may 
be, section EE 1 (4); and 

(b) Where that trading stock was used by the transferor in 
any business carried on by the transferor and was 
acquired by the transferor during the income year of 
transfer, an amount equal to the price at which that 
trading stock was so acquired; and 

(c) Where that trading stock was not used by the transferor in 
any business carried on by the transferor, an amount 
equal to the cost price at which that trading stock was 
acquired by the transferor,-

G--20* 
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and for the purposes of this Act that trading stock shall be 
deemed to have been purchased by the transferee, during the 
income year of transfer, at a price equal to the amount which 
that trading stock is so deemed to have realised. 

(2) Where any trading stock to which paragraph (a) or 
paragraph (b) of subsection (1) applies is not used by the 
transferee in the carrying on by the transferee of any business 
and is in any income year sold or otherwise disposed of by the 
transferee, that sale or other disposal shall, for the purposes of 
this Act, be deemed to be a sale of trading stock used by the 
transferee in the carrying on by the transferee of a business. 

(3) Section CD 1 shall not apply in respect of any trading 
stock. which is transferred to any person in accordance with a 
matrimonial agreement. 

ct 1976, No. 65, s. 91A (2), (3)(c) 

FF 14. Leased assets-Where-
(a) Any person has leased, rented, or hired any asset, being 

any plant or machinery (including a motor vehicle) or 
other equipment or a temporary building, and the 
Commissioner has allowed a deduction, in calculating 
the assessable income of thatlerson in any income 
year, for the consideration pai or given in respect of 
that lease, rental, or hire; and 

(b) That person, or any other person where that person and 
that other person are associated persons, at any time 
purchases or otherwise acquires that asset; and 

(c) That person or that other person who so purchases or 
otherwise acquires that asset transfers that asset to 
any further person in accordance with a matrimonial 
agreement; and 

(d) The transferee sells or otherwise disposes of that asset for 
a consideration in excess of an amount equal to the 
value to which, at the commencement of the income 
year of transfer, the asset has been reduced by the 
allowance of any deduction or deductions in respect 
of the depreciation of that asset or, where the asset 
was purchased or otherwise acquired by the 
transreror during the income year of transfer, an 
amount equal to the consideration for which the 
transferor purchased or otherwise acquired that 
asset,-

the Commissioner may include in the assessable income under 
section FC 5 of the transferee derived in the income year in 
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which the asset is sold or otherwise disposed of by the 
transferee an amount equal to the excess or the total amount of 
the deductions so allowed in calculating the assessable income 
of the person first mentioned in this section, whichever is the 
less. 

ef. 1976, No. 65, s. 107 (lA), (3)(c) 

FF 15. Depreciation deduction for qualifying assets
Where a qualifying asset or an asset to which a qualifying 
improvement has been made is transferred in accordance with 
a matrimonial agreement then, notwithstanding any limitations 
in the definitions of the terms "new asset", "New zealand· new 
asset", "qualifying asset", and "qUali~g improvement" in 
section OB 1, and of the term "quali . g capital value" in 
section EG 15 (5), as to the identity of t e taxpayer for whom 
an asset or improvement will be treated as a qualifying asset or 
qualifying improvement,-

(a) A deduction shall be allowable to the transferee under 
section EG 15 (1) in respect of any period occurring 
after the time of the transfer of the asset to the 
transferee as if the transferee were the same taxpayer 
as the transferor; and 

(b) In determining the amount of any such deduction under 
section EG 15 (2) for the income year in which the 
asset was transferred, there shall be deducted the 
amount of any deduction by way of depreciation 
allowable under section EG 15 to the transferor in 
respect of the asset for that income year. 

Cf. 1976, No. 65, s. 108N (5) 

FF 16. Depreciable property-(I) Notwithstanding section 
EG 1 7, where any asset is transferred in accordance with a 
matrimonial agreement from a transferor entitled to a 
deduction in respect of the depreciation of that asset, whether 
or not any such deduction has been allowed to the transferor, 
then for the purposes of this Act sections eT 1 (1), DO 2, EG 1 
to EG 16, and EZ 3 shall apply, with any necessary 
modifications, in relation to any income year, as if-

(a) The transferee had incurred expenditure in the 
acquisition of that asset of an amount equal to the 
amount of the consideration for which the asset is 
deemed under subsection (2) of this section, or under 
section FF 19, to have been disposed of by the 
transferor: 
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(b) The asset so acquired by the transferee, being an asset 
which was purchased, acquired, erected, installed, 
altered, extended, improved, or attached by the 
transferor during the income year in which the 
transfer was made,-

(i) Was, as the case may be, purchased, acquired, 
erected, installed, altered, extended, improved, or 
attached by the transferee during that income year; 
and 

(ii) Where that asset was new when it was 
purchased, acquired, or erected by the transferor, 
was new as at the time at which it was so acquired by 
the transferee: 

Provided that in no case shall the Commissioner allow as a 
deduction to the transferee any greater amount in respect of 
the depreciation of any asset to wruch this section applies than 
the Commissioner would have allowed to the transferor if the 
transferor had retained the asset: 

Provided also that in any case where that asset is a building, 
the Commissioner shall, ill determining the amount of any 
deduction allowable under section EC 1 in respect of the 
depreciation of that asset, have regard to the original cost price 
of that asset to the transferor. 

(2) For the purposes of section EC 19 and subsection (1) of 
this section, where any depreciable property is transferred in 
accordance with a matrimonial agreement,-

(a) The transferor shall be deemed to have disposed of the 
property for a consideration equal to the adjusted tax 
value of the property at the commencement of the 
income year of transfer, or, if the property was 
acquired by the transferor in that income year, for a 
consideration equal to the cost of the property; and 

(b) The transferee shall be deemed to have been allowed in 
calculating the assessable income derived by that 
person a deduction (additional to any deduction for 
depreciation claimed in respect of that asset by the 
transferee) of an amount equal to the sum of all 
deductions claimed by the transferor in respect of the 
depreciation of the asset. 

(3) In this section, "new" means-
(a) Not having previously been either used by any person or 

acquired or held by any person for use by that 
person: 
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(b) In relation to a building and to any part of a building, not 
having previously been occupiea. 

Cf. 1976, No. 65, ss. IlIA, 112 (1), 114c (1), 117 (8) 

FF 17. Pensions-For the purposes of section DF 4, where 
any part of the pension otherwise payable by an employer to a 
former employee is paid by the employer to any person other 
than the employee in accordance with an agreement made 
between the former employee and that other person under 
section 21 of the Matrimonial Property Act 1976 or in 
compliance with an order of the Court made under section 25 
of that Act, section DF 4 (1) shall apply in the same manner and 
to the same extent to the amount of the part so paid as it would 
have applied if that amount had been, or formed part of, an 
amount paid by way of a pension to that former employee. 

Cf. 1976, No. 65, s. 151 (1) 

FF 18. Land used in specified activity-(I) For the 
purposes of the definition of "established activity" in 
section lE 2 (9), where any land is transferred in accordance 
with a matrimonial agreement where the transferee conducts 
on that land a specified activity or specified activities which the 
transferor conducted on 11 October 1982, which in the opinion 
of the Commissioner was the specified activity or one of the 
specified activities the conduct of which constituted, as at that 
date, the livelihood of the transferor and the transferor's sole or 
principal source of income, then the transferee shall be deemed 
to have conducted on 11 October 1982 such specified activity 
or specified activities and such specified activity or specified 
activities are deemed to constitute the livelihood of the 
~ransferee and the transferee's sole or principal source of 
mcome. 

(2) For the purposes of subsection (2) of section lE 2, where 
the transferor, under a matrimonial agreement, of any land of 
the kind to which that subsection refers was an existing farmer 
immediately before the date of transfer, the transferee shall be 
deemed, as at the date of transfer, to have acquired or, as the 
case may be, commenced to hold that land on the first day of 
theleriod throughout which the transferor owned or held that 
lan , being the period that ended with the day immediately 
preceding the date of transfer: 

Provided that in any case where the transferee commences 
to conduct, on that land, any specified activity that is of the 
same kind as any specified activity conducted on that land by 
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the transferor immediately before the date of transfer, the 
transferee shall not, in relation to that commencement by the 
transferee of the conduct of that specified activity, be so 
deemed to have acquired or, as the case may be, commenced 
to hold that land on that first day. 

Cf. 1976, No. 65, s. 188A (1), (4A) 

FF 19. Mining assets-For the purposes of this section and 
sections DN 4 and IH 5, and notwithstanding section DN 4 (6), 
where any asset is transferred in accordance with a 
matrimonial agreement, the following provisions shall apply: 

(a) Where the transferor is a resident mining operator and 
that asset is an asset that was used by the transferor, 
immediately before that transfer, in ~aining or 
producing assessable income from mming, the 
transferor shall be deemed to have sold or otherwise 
disposed of that asset on the date of transfer for a 
consideration equal to the lesser of-

(i) The amount of the expenditw:.e incurred by the 
transferor in the acquisition of that asset: 

(ii) Where any deduction by way of depreciation 
has been allowed to the transferor in respect of that 
asset, an amount equal to the value to wbich, at the 
commencement of the income year of transfer, that 
asset has been reduced by the allowance of all such 
deductions: 

(iii) Where that asset is an asset acquired as a result 
of exploration expenditure or development 
expenditure incurred by the transferor in respect of 
which the Commissioner has allowed any deduction 
under sections DN 4 (6) and DN 1 (7), the amount of 
that exploration expenditure or that development 
expenditure reduced by an amount equal to the sum 
of the amounts of all such deductions: 

(b) In any case where paragraph (a) applies, the transferee 
shall be deemed to have incurred expenditure in the 
acquisition of that asset, when so transferred to the 
transferee, of an amount equal to the amount of the 
consideration for which the transferor is, under 
paragraph (a), deemed to have sold or otherwise 
disposed of that asset: 

(c) Where, in any case where paragraph (a) applies, the 
transferor is deemed to have sold or otherwise 
disposed of that asset for a consideration equal to the 
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amount calculated in accordance with paragraph 
(a)(iii), and the transferee, being a transferee wlio, 
immediately after that transfer, is not a resident 
mining 0f>erator, at any time sells or otherwise 
disposes of that asset,-

(i) The transferee shall, in relation to that sale or 
other disposal, be deemed to be a resident mining 
operator; and 

(ii) That sale or other disposal shall be deemed to 
be a sale or other disposal to which, in relation to 
subsections (11), (12), and (13) of section DN 1, 
section DN 4 (6) applies; and 

(iii) The value of the consideration received or 
receivable by the transferee for that sale or other 
disposal shall, for the purposes of sections DN 1 and 
IH 4, be deemed to be an amount equal to the 
amount by which the value of the consideration 
received or receivable by the transferee for that sale 
or other disposal exceeds the amount of the 
consideration first mentioned in this paragraph: 

(d) Where the transferee is, immediately after the date of 
transfer, a resident mining operator, the transferee 
shall be deemed to have incurred expenditure in the 
acquisition of that asset, when so transferred, of an 
amount equal to the lesser of-

(i) The amount of the expenditure incurred by the 
transferor in the acquisition of that asset: 

(ii) Where any deduction by way of depreciation 
has been allowed to the transferor in respect of that 
asset, an amount equal to the value to which, at the 
commencement of the income year of transfer, that 
asset has been reduced by the allowance of all such 
deductions: 

(iii) Where that asset is an asset acquired as a result 
of exploration expenditure or development 
expenditure incurred by the transferor in respect of 
which the Commissioner has allowed any deduction 
under sections DN 1 (7) and DN 4 (6), the amount of 
that exploration expenditure or that development 
expenditure reducea by an amount equal to die sum 
of the amounts of all such deductions: 

(e) Where, in any case where paragraph (d) applies, the 
transferee is deemed to have incurred expenditure in 
the acquisition of that asset of an amount calculated 
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in accordance with subparagraph (iii) of that 
paragraph, the transferee shall, for the purposes of 
subsections (10), (11), (12), and (13) of section DN 1, 
be deemed to have acquired that asset as a result of 
exploration expenditure or development expenditure 
incurred by the transferee. 

Cf. 1976, No. 65, s. 220 (7A) 

SUBPART Z-TERMINATING PROVISIONS 

FZ 1. Deduction for dividends paid on certain 
preference shares-( 1 ) This section shall not apply to the 
extent that any sJ?ecifted preference shares in any close 
company are to be ISsued to or are held by-

(a) Any holder of any other class or classes of shares in the 
capital of the company; or 

(b) Any person where that person and any holder of any 
other class or classes of shares in the capital of the 
company are associated persons,-

unless the Commissioner has approved the terms of issue of the 
specified preference shares as being ordinary commercial 
conditions consistent with those applying between parties at 
arms length, and those terms as approved are continued. 

(2) This section shall not apply to any company which is 
under the control of persons who are not deemed to be 
resident in New Zealand. 

(3) For the purposes of subsection (2) of this section, 'Section 
OD 1 shall have effect as if for the term "50%" wherever it 
occurs there were substituted in each case the term "25%". 

(4) Subject to this section, the Commissioner may, in 
calculating the assessable income derived in any income year 
by any company to which this section applies, allow a 
deduction of the amount of the dividends paid by the company: 
in that income year in respect of specified preference shares of 
that company in any case where the Commissioner is satisfied 
that at all times in that income year the aggregate amount of 
the available subscribed capital per share of all the preference 
shares, including specified preference shares, of the company 
does not exceed 50% of the aggregate amount of the available 
subscribed capital per share of all the ordinary shares of the 
company. 

(5) In this section, "specified preference shares", in relation 
to any company, means shares m the company-

(a) That have been issued and subscribed for in cash on or 
after 22 May 1975, in accordance with a binding 
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contract entered into before 8.00 p.m. New Zealand 
Standard Time on 23 October 1986; and 

(b) That are preferential as to dividends; and 
(c) That are fully paid up in cash; and 
(d) That are entitled to a fixed rate of dividend without a 

further right to participate in profits; and 
(e) That are issued at par value only; and 
(fj That are-

(i) Redeemable in cash at that par value; or 
(ii) Convertible into, or redeemable by the issue of, 

shares or stock in the capital of the company or in the 
capital of any other company not earlier than 5 years 
after the date of allotment. 

C£ 1976, No. 65, s. 194; 1994, No. 76, s. 30 

FZ 2. Amounts owing under convertible notes deemed 
to be share capital and holders deemed to be 
shareholders-( 1) Where, under the terms of any issue of 
convertible notes, any person becomes entitled to have a 
convertible note issued or given to the person by a company, 
the company shall, for the purposes of this section, be deemed 
to have Issued or given the convertible note at the time when 
that person first became entitled to have the convertible note 
issued or given to the person. 

(2) Where a company has issued or given a convertible note 
in accordance with an offer made by or to the company after 8 
September 1960,-

(a) No deduction shall be made, in calculating the assessable 
income of the company, in respect of any interest 
payable under the convertible note or of any 
expenditure or loss incurred in connection with the 
convertible note or in borrowing any money in 
respect of which the convertible note is issued or 
given; and 

(b) For the purposes of this Act,-
(i) The amount in respect of which the convertible 

note is issued or given shall be deemed to be share 
capital in the capital of the company; and 

(ii) That amount shall be deemed to be the amount 
paid up in respect of shares of which the holder of the 
convertible note is deemed to be the holder; and 

(iii) The holder of the convertible note shall be 
deemed to be a shareholder in the company,-

and this Act shall apply accordingly. 
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(3) Subsection (2) shall not apply with respect to any 
convertible note that is issued or given by a New Zealand 
company on or after 11 June 1971, if the total amount in 
respect of which the convertible note has been issued or given 
is required, not later than 5 years after the date on which the 
company has issued or given the convertible note, to be, under 
the terms of issue of the convertible note, converted into, or 
redeemed or paid by the issue of, shares or stock in the capital 
of the company. 

(4) No deduction shall be allowed, in calculating the 
assessable income of any company, in respect of-

(a) Any interest payable on the whole or any part of the 
amount in respect of which the company has issued 
or given a convertible note to which subsection (3) 
applies, after-

(i) The date on which, under the terms of issue of 
the convertible note, the amount in respect of which 
the convertible note has been issued or given is 
required to be converted into, or to be redeemed or 
paid by the issue of, shares or stock in the capital of 
the company; or 

(ii) The expiration of 5 years after the date on 
which the company has issued or given the 
convertible note,-
whichever is the earlier; or 

(b) Any expenditure or loss incurred at any time in 
connection with a convertible note to which 
subsection (3) applies, or in borrowing any money in 
resp~ct of which any such convertible note is issued 
or g1Ven. 

(5) Notwithstanding anything in subsection (1), the period of 
5 years referred to in subsections (3) and (4)(a)(ii) shall be 
deemed not to include any interval between the time when the 
person entitled first became entitled to have the convertible 
note issued or given to the person and the commencement of 
the period for which interest under the convertible note 
commences to become payable, if and to the extent that that 
interval is, in the opinion of the Commissioner, necessary for 
the completion of formalities preliminary to the issue of the 
convertible note. 

(6) This section shall not apply to any convertible note issued 
after 8.00 p.m. New Zealand Standard Time on 23 October 
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1986, other than a convertible note issued in accordance with a 
binding contract entered into before that time. 

Cf. 1976, No. 65, s. 196 

PARTG 
AVOIDANCE AND NON·MARKET TRANSACTIONS 

SUBPART B-AvOIDANCE-GENERAL 

GB 1. Agreements purporting to alter incidence of tax 
to be void-( 1) Where an arrangement is void in accordance 
with section BB 9, the assessable income of any person affected 
by that arrangement shall be adjusted in such manner as the 
Commissioner considers appropriate so as to counteract any 
tax advantage obtained by that person from or under that 
arrangement, and, without limiting the generality of the 
preceding provisions of this subsection, the Commissioner may 
have regard to such income as, in the Commissioner's opinion, 
either-

(a) That person would have, or might be expected to have, or 
would in all likelihood have, derived if that 
arrangement had not been made or entered into; or 

(b) That person would have derived if that person had been 
entitled to the benefit of all income, or of such part of 
the income as the Commissioner considers proper, 
derived by any other person or persons as a result of 
that arrangement. 

(2) Where any income is included in the assessable income of 
any person under subsection (1), then, for the purposes of this 
Act, that income shall be deemed to have been derived by that 
person and shall be deemed not to have been derived by any 
other person. . 

(3) Without limiting the generality of the definitions of 
"arrangement", "liability", or "tax avoidance" in section OB 1, 
or of section BB 9 or subsections (1) and (2) of this section, 
where, in any income year, any person sells or otherwise 
dis{>oses of any shares in any company under an arrangement 
(bemg an arrangement of the kind referred to in section BB 9) 
under which that person receives, or is credited with, or there is 
dealt with on that person's behalf, any consideration (whether 
in money or money's worth) for that sale or other disposal, 
being consideration the whole or a part of which, in the opinion 
of the Commissioner, represents, or is equivalent to, or is in 
substitution for, any amount which, if that arrangement had 
not been made or entered into, that person would have derived 
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or would derive, or might be expected to have derived or to 
derive, or in all likelihood would have derived or would derive, 
as income by way of dividends in that income year, or in any 
subsequent income year or years, whether in one sum in any of 
those years or in any other way, an amount equal to the value 
of that consideration, or of that part of that consideration, shall 
be deemed to be a dividend derived by that person in that first
mentioned income year. 

Cf. 1976, No. 65, s. 99 

SUBPART C-A VOIDANCE-SPECIFIC 

GC 1. Arbitrary assessment or determination of loss 
where business controlled by non-residents appears to 
produce insufficient taxable income or excessive loss
(1) For the purposes of this Act, any profession, trade, 
manufacture, or undertaking which is carried on in New 
Zealand and which-

(a) Is controlled in the manner and by persons referred to in 
subsection (3)(a); or 

(b) Is carried on by a company referred to in subsection (3)(b) 
or by persons referred to in subsection (3)(c)-

shall, whether or not it is carried on for pecuniary profit, be 
deemed to be a business. 

(2) For the purposes of this section-
(a) The persons under whose control any company is shall be 

determined in accordance with section OD 1: 
(b) The place of residence of any company or other person 

sball be determined in accordance with sections OE 1 
and OE 2 (1). 

(3) Where any business carried on in New Zealand-
(a) Is controlled exclusively or principally by persons not 

resident in New Zealand; or 
(b) Is carried on by a company not resident in New Zealand, 

or by a company which is under the control of 
persons not resident in New Zealand; or 

(c) Is carried on by persons having control of a company not 
resident in New Zealand,-

and it appears from the returns made to the Commissioner that 
the business produces no taxable income or less than the 
amount of taxable income which in the opinion of the 
Commissioner might be expected to arise from that business, 
the person carrying on the business in New Zealand shall, 
notwithstanding anything in this Act or the Tax Administration 
Act 1994, be assessable for and liable to pay income tax on a 
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taxable income of such amount as the Commissioner 
determines, being at the option of the Commissioner either 
such proportion as the Commissioner determines of the total 
receipts (whether cash or credit) of the business or such 
proportion as the Commissioner determines of the total 
purchase money paid or payable (whether in cash or by the 
granting of credit) in the conduct of the business: 

Provided that where the Commissioner is satisfied that any 
amount that would, but for this proviso, be included in the 
taxable income of any person under the preceding provisions of 
this subsection has been included in a return made by any 
other person who is assessable for and liable to pay income tax 
on that amount, the Commissioner shall not apply those 
preceding provisions in respect of the first-mentioned person in 
respect of that amount_ 

(4) Where-
(a) Any person incurs a loss in any income year in carrying on 

a business in New Zealand (being a business to which 
anyone or more of paragraphs (a), (b), and (c) of 
subsection (3) applies); and 

(b) The loss arose from a transaction or series of transactions 
in respect of which, if a profit had been made, the 
profit would have been taken into account in 
calculating the assessable income of that person; and 

(c) The Commissioner is of the opinion, from the returns 
made to the Commissioner, that the amount of the 
loss is excessive,-

the Commissioner may determine the amount of that loss in 
such manner as the Commissioner considers fair and 
reasonable and the person carrying on the business shall be 
deemed to have incurred a loss in that income year equal to the 
amount so determined. 

Cf. 1976, No. 65, s. 22 

GC 2. Arrangements to defeat application of loss carry 
forward provisions-Where any company (in this section 
referred to as the "loss company") claims to carry forward the 
whole or any part of any loss incurred by it in any income year 
to any later income year and-

(a) Any shares in the loss company or in any other company 
have been subject to any arrangement or series of 
related or connected arrangements; or 
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(b) Any shares in the loss company or in any other company 
have had any rights attaching to them extinguished 
or altered, drrecdy or indirectly by any means,-

in each case for the pwpose, or for pwposes including the 
purpose, of enabling the loss company to meet the 
requirements of section IF 1 (1) so as to defeat the intent and 
application of sections lE 1 and IF 1, the loss company shall, in 
relation to those shares, be deemed not to have met those 
requirements. 

C£ 1976, No. 65, s. 188 (11) 

GC 8. Effect on continuity provisions of change in 
beneficiaries of trust-( 1) The provisions of this section shall 
apply only to modify the provisions of sections OD 3 and OD 4 
for the pwposes of the application of the continuity provisions. 

(2) Where at any time,-
(a) Any share in a company or option over a share in a 

company is held by a trustee; and 
(b) There is a change in the beneficiaries of the trust under 

an arrangement which has a pwpose or effect of 
defeating the intent and application of any of the 
continuity provisions,-

the trustee shall be treated as having disposed of the share or 
option at that time to an unrelated third party and to have 
reacquired the share or option immediately thereafter. 

Cf. 1976, No. 65, s. 8E (1), (4) 

GC 4. Arrangement to defeat application of loss offset 
provisions-No deduction shall be allowable under 
subsection (2) of section IG 2 from or in calculating the 
assessable income derived by any comJ?any in any income year 
where the Commissioner is of the opmion that any shares in 
that company or in any other company-

(a) Have been subject to any arrangement or series of related 
or connected arrangements; or 

(b) Have had any rights attaching to them extinguished or 
altered, direcdy or indirecdy, by any means,-

in either case for the pwpose, or for pwposes including the 
purpose, of enabling that first·mentioned company to meet the 
requirements of that subsection so as to defeat the intent and 
application of section IG 2. 

C£ 1976, No. 65, s. 191A (7) 
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GC 5. Arrangement to defeat application of qualifying 
company provisions-Where the Commissioner is of the 
opinion that at any time any shares in a company have been 
subject to any arrangement or series of related or connected 
arrangements for the purpose, or for purposes including the 
purpose, of making the company or any other company (the 
relevant company being in this section referred to as the 
"specified company") a qualifying company so as to defeat the 
intent and application of Part HG, the specified company shall 
be deemed not to be a qualifying company at that time. 

Cf. 1976, No. 65, s. 393B (5) 

GC 6. Arrangement to defeat application of 
depreciation provisions-For the purposes of sections 
EG 15 and FF 15, where the Commissioner is of the opinion 
that at any time the assets of a taxpayer have been subject to 
any arrangement or series of connected arrangements for the 
purpose, or for purposes including the purpose, of allowing the 
taxpayer or any other taxpayer (the relevant taxr,ayer being in 
this section referred to as the "specified taxpayer ') a deduction 
so as to defeat the intent or application of this Act, the specified 
taxpayer shall not be allowea such a deduction. 

C£ 1976, No. 65, s. 108N 

GC 7. Arrangements in respect of controlled foreign 
companies-Where in relation to any foreign company any 2 
or more persons resident in New Zealand have entered into an 
arrangement by which any control interests in that foreign 
company are held by any other person or persons, which 
arrangement has the purpose or a purpose of preventing the 
foreign company from being a controlled foreign company, 
those control interests shall be deemed to be held by those 
persons resident in New Zealand divided equally among them. 

C£ 1976, No. 65, s.245c 

GC 8. Arrangement to defeat application of controlled 
foreign company attributed repatriation provisions-For 
the purposes of section CG 8, where and to tne extent that

(a) Any controlled foreign company enters into any loan or 
other arrangement (including a security arrangement) 
with any other person; and 

(b) The arrangement does not directly result in any person 
having any attributed repatriation in respect of the 
controlled foreign company; and 
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(c) Where, having regard to any connection between the 
parties to the loan or arrangement or to any other 
relevant circumstances, the parties were dealing with 
each other in relation to the 10an or arrangement in a 
manner that has the purpose or effect 01-

(i) Directly or indirectly, enabling any person 
(whether or not the person referred to in 
r.aragraph (a), and referred to in this paragraph as the 
'investor") to enter into a loan or other arranpement 

(in this section referred to as the ' related 
arrangement"), which, if entered into by the 
controlled foreign company, would have resulted in a 
person having attributed repatriation in respect of the 
controlled foreign company; and 

(ii) Defeating the intent and application of section 
CG8,-

the related arrangement shall be deemed to have been entered 
into by the controlled foreign company and not by the investor. 

Cf. 1976, No. 65, s. 245GA (10) 

GC 9. Variations in control or income interests in 
foreign companies-( 1) Where before a measurement day 
there is, in relation to any person and any foreign company, a 
variation in control or income interests that is attributable to an 
acquisition of control or income interests or a disposal of 
control or income interests by the person (in this subsection 
referred to as the "variation"), and within a period of 183 days 
after that variation there is a further variation in control or 
income interests that is attributable to a disposal of control or 
income interests or an acquisition of control or income interests 
by the person (in this subsection referred to as the "subsequent 
variation"), then if-

(a) The variation reduces the person's control interest or 
income interest in the foreign company and the 
subsequent variation increases that person's control 
interest or income interest in the foreign company; or 

(b) The variation increases the person's control interest or 
income interest in the foreign company and the 
subsequent variation reduces that person's control 
interest or income interest in the foreign company,-

and, if it were not for the application of this subsection the 
effect of the variation would be that a greater amount of 
attributed foreign loss or a lesser amount of attributed foreign 
income or attributed repatriation would be attributed to the 
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person, or to any person associated with the person, or, where 
the person is a controlled foreign compan}" to any person 
holding an income interest in the controlled foreign company, 
then if the variation and the subsequent variation are part of an 
arrangement the effect, or one of the effects, of which is to 
defeat the intent and application of the international tax rules, 
the variation, to the extent it was reversed by the subsequent 
variation, shall be deemed not to have occurred when 
calculating that person's control interest or income interest in 
the foreign company on the measurement day. 

(2) Where before a measurement day there is, in relation to 
any person and any foreign company, a variation in control or 
income interests that is attributable to a reduction or increase 
in any of the foreign company aggregates (in this subsection 
referred to as the "variation") and within a period of 365 days 
after the variation there is a further variation in control or 
income interests which is attributable to an increase or 
reduction in any of the foreign company aggregates (in this 
subsection referred to as the "subsequent variation"), then if-

(a) The variation reduces the person's control interest or 
income interest in the foreign company and the 
subsequent variation increases that person's control 
interest or income interest in the foreign company; or 

(b) The variation increases the person's control interest or 
income interest in the foreign company and the 
subsequent variation reduces that person's control 
interest or income interest in the foreign company,-

and if it were not for the application of this subsection the 
effect of the variation would be that a greater amount of 
attributed foreign loss or a lesser amount of attributed foreign 
income or attributed repatriation would be attributed to the 
person, or to any person associated with the person, or, where 
the person is a controlled foreign compan}" to any person 
holding an income interest in the controlled foreign company, 
then if the variation and the subsequent variation are part of an 
arrangement the effect, or one of the effects, of which is to 
defeat the intent and application of the international tax rules, 
the variation, to the extent it was reversed by the subsequent 
variation, shall be deemed not to have occurred when 
calculating that person's control interest or income interest in 
the foreign company on the measurement day. 

(3) Where before a measurement day there is, in relation to 
any person and any foreign company, a variation in control or 
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income interests (in this subsection referred to as the 
"variation") that is attributable to-

(a) An acquisition of control or income interests or a disposal 
ot control or income interests by the person; or 

(b) A reduction in any of the foreign company aggregates or 
an increase in any of the foreign company 
aggregates,-

and within a period of 365 days after the variation there is a 
further variation in control or income interests (in this 
subsection referred to as the "subsequent variation") which is 
attributable,-

(c) In any case where the variation was of the type specified 
in paragraph (a), to an increase in the foreign 
company aggregates or a reduction in the foreign 
company aggregates; or 

(d) In any case where the variation was of the t}pe specified 
in paralVaph (b), to an acquisition of control or 
income mterests or a disposal of control or income 
interests by the person-

and if it were not for the application of this subsection, the 
effect of the variation woula be that a greater amount of 
attributed foreign loss or a lesser amount of attributed foreign 
income or attributed repatriation would be attributed to the 
person, or to any person associated with the person, or, where 
the person is a controlled foreign compan}", to any person 
holding an income interest in the controlled foreign company, 
then it the variation and the subsequent variation are part of an 
arrangement the effect, or one of the effects, of which is to 
defeat the intent and application of the international tax rules, 
the variation, to the extent it was reversed by the subsequent 
variation, shall be deemed not to have occurred when 
calculating that person's control interest or income interest in 
the foreign company on the measurement day. 

(4) Subsections (1) and (3) shall not apply where the person 
first mentioned in each of those subsectIOns acquired a control 
interest or an income interest in a controlled forei~ company 
from, or disposes of a control interest or income mterest in a 
controlled foreign company to, a person who-

(a) Is at the time of the acquisition or disposal resident in 
New Zealand; and 

(b) Is liable to income tax on any attributed foreign income 
which that person might derive; and 

(c) Has immediately prior to the acquisition or immediately 
after the disposition (as the case may be) an income 
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interest of 10% or greater in that controlled foreign 
company. 

(5) Nothing in this section shall be construed as limiting the 
circumstances in which a person is regarded as being entitled to 
acquire anything under section CC 3 (b). 

(6) For the purposes of the international tax rules, where a 
company resident in New Zealand becomes a foreign company 
and subsequently within 183 days becomes a company resident 
in New Zealand, that company shall be deemed to have been 
resident in New Zealand at all times during that period. 

(7) In this section-
"Acquisition of control or income interests" means an 

acquisition directly or indirectly and whether by one 
transaction or a series of transactions, by a person of 
any percentage of any of the things, or an entitlement 
to acquire any percentage of any of the things, listed 
in section CC 4 (4) or section CC 5 (2): 

"Disposal of control or income interests" means a disposal 
directly or indirectly and whether by one transaction 
or a series of transactions, by a person of any 
percentage of any of the things, or an entitlement to 
acquire any percentage of any of the things, listed in 
section CC 4 (4) or section CC 5 (2): 

"Foreign company aggregates", in relation to any foreign 
company, means the total of each of-

(a) The available subscribed capital per share of 
shares in the foreign company; or 

(b) The rights to vote or participate in any decision· 
making concerning the distributions to be made by 
that foreign company (not being decision-making 
undertaken by directors acting only in their capacity 
as directors), the constitution of that foreign 
company, any variation in the issued capital of the 
foreign company, or the appointment or election of 
directors of the foreign company; or 

(c) The rights to receive or have dealt with the 
income of the foreign company, if distributed; or 

(d) The rights to receive or have dealt with the net 
assets of the foreign company, if distributed: 

"Person" includes any person, whether resident in New 
Zealand or otherwise, and also includes a foreign 
company: 

"Variation in control or income interests", in relation to 
any person, means any increase or reduction in the 
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control interest or income interest of such person in a 
foreign company, whether by one transaction or a 
series of transactions, that is attributable to-

(a) An acquisition of control or income interests; or 
(b) A disposal of control or income interests; or 
(c) A reduction in any of the foreign company 

aggregates; or 
(d) An increase in any of the foreign company 

aggregates. 
Cf. 1976, No. 65, s. 245E 

GC 10. Attributed foreign income and foreign 
investnlent fund income-arrangements in respect of 
elections-Notwithstanding section CC 3 (e) and section 
CC 20 (2), where-

(a) An income interest in a controlled foreign company or an 
interest in a foreign investment fund is transferred 
from one person to an associated person on one or 
more occasions; and 

(b) The associated persons enter into an arrangement with 
respect to niaking or not making-

(i) The election referred to in section CC 3 (e); or 
(ii) The election referred to in section CC 20 (2); or 
(ill) Any combination of 2 or more such elections; 

and 
(c) The arrangement has an effect of defeating the intent and 

application of the international tax rules,-
the COmmISsioner may deem anyone or more of such elections 
to have been made or not made to the extent appropriate to 
prevent the arrangement having such effect. 

C£ 1976, No. 65, s. 245A (4); 1994, No. 76, s. 76 

GC 11. Films-( 1) Where, in relation to any income year 
and to any taxpayer who is a film owner to whom section EO 3 
(2)(a) applies,-

(a) An amount (in this subsection referred to as the "specified 
amount ') is contributed by the taxpayer or is 
contingently liable to be contributed in payment of 
the cost of acquisition of any film, or of any right in 
any film; and 

(b) In respect of all or any part of so much of the specified 
amount as relates to the provision of services or the 
supply of goods the liability for payment of the cost 
ot which has, in terms of an agreement entered into 



2318 Income Tax 1994, No. 164 

s. GC 11 

between the provider of those services or the supplier 
of those goods and any other person, been deferred, 
the period between the time of provision of those 
services or the supply of those goods and the time of 
the payment of the cost of those services or goods is, 
in the opinion of the Commissioner, excessive, or the 
liability for payment of that cost is dependent on a 
contingency,-

the expenditure in the acquiring of those services or those 
goods shall be deemed to be incurred at the time or times of 
the making of that payment or those payments. 

(2) Where, in relation to any income year and to any 
taxpayer to whom section EO 3 (2)(a) applies, the 
Commissioner is satisfied, having regard to any connection 
between the owner and any person who supplied goods to, or 
provided services for, the owner in relation to that film or that 
right, or to any other circumstances which the Commissioner 
considers relevant in the circumstances of the particular case, 
that-

(a) The owner and that person were not dealing with each 
other at arm's length in relation to the supply of 
those goods or the provision of those services; and 

(b) The amount of the expenditure incurred by the owner in 
relation to the acquisition of that film or that right 
exceeds the amount that would have been incurred 
by the owner if the owner and that person had dealt 
with each other at arm's length,-

the cost of acquisition of that film or of that right to the owner 
for the purposes of section EO 3 shall be deemed to be the 
amount of the expenditure that, in the opinion of the 
Commissioner, might have been expected to have been 
incurred by the owner if the owner and that other person had 
dealt with each other at arm's length. 

(3) Where, in relation to any income year and to any 
taxpayer who is a film owner to whom section EO 3 (2)(b) 
applies,-

(a) The Commissioner is satisfied, having regard to any 
connection between the film owner and the person 
from whom any film or the right in any film was 
purchased or to any other relevant circumstances, 
that the film owner and that person were not dealing 
with each other at arm's length in relation to the 
purchase; and 
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(b) The amount of the expenditure incurred by the film 
owner on the purchase of that film or that right-

(i) Exceeds the amount that was the cost of 
acquisition of that film or that right to the owner who 
was the owner of it immediately preceding that film 
owner; or 

(ii) Does not exceed the amount that was the cost 
of that film or that right to that owner who was that 
immediately preceding owner but exceeds the value 
of that film or of that right at the time of aC<Juisition 
by the film owner first mentioned ID this 
subsection,-

the cost of that film or that right to the film owner for the 
purposes of section EO 3 shall be deemed to be the cost of that 
Iihri. or of that right to that immediately preceding owner or its 
value at the time of purchase by the film owner first mentioned 
in this subsection, whichever is the less: 

Provided that any reference in this subsection to the cost of 
any film or any right in any film to that immediately preceding 
owner, or to the value of that film or that right at tlie time of 
purchase by the film owner first mentioned in this subsection 
shall, if the purchase is a purchase of a share of a right of 
another person, be construed as a reference to such part of that 
cost or of that value as the Commissioner determines. 

(4) Where, in relation to any income year and to any 
taxpayer, the Commissioner is satisfied that arrangements have 
been made between the taxpayer and another person with a 
view to the affairs of the taxpayer and of that other person 
being so arranged or conducted that any of the provisIOns of 
section EO 3 would, but for this subsection, have effect more 
favourably in that income year in relation to that taxpayer than 
would otherwise have been the case, the amount of the 
deduction to which that taxpayer is entitled under this section 
in that income year shall not exceed the amount to which that 
taxpayer would, in the opinion of the Commissioner, have been 
entitled if those arrangements had not been made. 

Cf. 1976, No. 65, s. 224A (8), (9), (11), (13) 

GC 12. Petroleum mining-( 1) Without limiting the 
provisions of sections BB 9, CB 1, and CZ 1, where the 
Commissioner considers that any arrangement consisting of

(a) A disposal of any petroleum mining asset on or after 1 
JUly 1992, together with any related arrangements (if 
any); or 
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(b) The incurring of exploration expenditure on or after 1 
July 1992, together with any related arrangements (if 
any); or 

(c) A farm·out arrangement entered into on or after 16 
December 1991, together with any related 
arrangements (if any),-

has the effect or has been entered into for a purpose of tax 
avoidance, the Commissioner may, in accordance with section 
GB I, adjust the assessable income of any person affected by 
the arrangement so as to counteract any tax advantage 
obtained by that person. 

(2) Without limiting the generality of subsection (1), and for 
the purposes of that subsection, an arrangement having the 
effect of tax avoidance shall include-

(a) An arrangement involving the disposal, on or after 1 July 
1992, of any petroleum mining asset where it is 
probable at the time the arrangement is entered into 
that the person acquiring the petroleum mining 
asset-

(i) Will through a related arrangement, whether in 
relation to an associated person or otherwise, not 
have to suffer the whole or part of the expenditure of 
acquiring the petroleum mining asset; or 

(ii) Will be (or has been or is) effectively 
compensated in some way for the whole or part of 
that expenditure: 

(b) An arrangement involving the incurring, on or after 1 July 
1992, of exploration expenditure where it is probable 
at the time the arrangement is entered into that the 
person who is to incur the exploration expenditure-

(i) Will through a related arrangement, whether in 
relation to an associated person or otherwise, not 
have to suffer the whole or part of the exploration 
expenditure; or 

(ii) Will be (or has been or is) effectively 
compensated in some way for whole or part of the 
exploration expenditure: 

(c) An arrangement, involving a farm·out arrangement 
entered into on or after 16 December 1991, where it 
is probable at the time the arrangement is entered 
into that-

(i) The farm-in party will through a related 
arrangement, whether in relation to an associated 
person or otherwise, not have to suffer the whole or 
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part of the farm·in expenditure attributable to the 
proportionate interest acquired by the farm·in party 
under the farm·out arrangement; or 

(ii) The farm·in party or an associated person will 
be (or has been or is) effectively compensated in some 
way for the whole or part of that farm·in 
expenditure: 

(d) An arrangement by which a petroleum miner disposes of 
a petroleum mining asset to an associated person on 
or after 1 July 1992 for the purpose, or for purposes 
including the purpose, of ensuring that the associated 
person secures the benefit of a greater deduction than 
that which would have been available if the asset had 
been disposed of for its market value: 

(e) An arrangement by which a petroleum miner enters into 
a farm·out arrangement with an associated person on 
or after 16 December 1991 for the p~ose, or for 
purposes including the purpose, of ensunng that the 
associated person receives the benefit of a greater 
deduction than would have been available if the farm· 
out arrangement had been entered into on 
substantially the same terms as those on which it 
would have been entered into with a person not 
associated with the petroleum miner. 

ef. 1976, No. 65, s. 214MA 

GC IS. Arrangement to defeat application of non
resident/ortfolio investor rrovisions-A person shall not 
be treate for the {>UIpOses 0 section LE 1 as a non·resident 
portfolio investor WIth respect to a company at any time if-

(a) An arrangement has been entered into, at or before the 
time, to which shares in the company are subject, 
which has a purpose or effect of defeating, with 
respect to that person, the intent and application of 
that section; ana 

(b) The person would not be, at the time, a non·resident 
portfolio investor if the person were deemed to hold, 
at the time, all the shares subject to the arrangement. 

ef. 1976, No. 65, s. 308A (4) 

GC 14. Income assessable to beneficiaries-Where, in 
relation to any trust and any beneficiary, any arrangement has 
been entered into under which property is transferred, or 
services or other benefits are provided by the trustee to a 
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person other than that beneficiary, which arrangement has the 
effect in relation to that beneficiary of defeating the intent and 
application of section HH 3, that property and tbose services or 
benefits shall be deemed for the purposes of that section to be 
received or enjoyed by that beneficiary. 

C£ 1976, No. 65, s. 227 (5) 

Fringe Benefit Tax 
GC 15. Benefit given to associated person of 

employee-( 1) For the purposes of the FBT rules, where any 
benefit which, if it were provided for or granted to an 
employee would be a fringe benefit, is provided or granted by 
the employer of the employee, or is provided or granted by 
another person with whom the employer of the employee has 
entered into an arrangement for tne providing or granting of 
that benefit, for or to a person other than the employee of the 
employer, the employee of the employer and the other person 
being associated persons, that benefit shall be deemed to be a 
benefit provided for or granted to the employee by the 
employer of the employee. 

(2) Subsection (1) shall not apply to deem a benefit provided 
or granted by an employer (being a company) to an associated 
person of any employee to be a benefit provided or granted to 
the employee where and to the extent that-

(a) The employee is also a shareholder in the company; and 
(b) The associated person is a company; and 
(c) The Commissioner is satisfied that the benefit is not 

provided or granted under an arrangement which has 
a purpose of providing or granting a benefit to the 
employee-

(i) In lieu of monetary remuneration; or 
(ii) Free from the application of fringe benefit tax. 

Cf. 1976, No. 65, s. 336N (3), (4) 

GC 16. Value of motor vehicle acquired from 
associated person-For the purposes of Schedule 2,-

(a) In any case where, in any quarter, or (where fringe benefit 
tax is payable on an income year basis under section 
ND 4) income year, any motor vehicle, being a motor 
vehicle acquired by a person on or after 23 
September 1985 (that acqwsition being referred to in 
thiS subsection as the "specified acquisition"), is 
owned by the person and has, within the period of 24 
consecutive months immediately preceding the day 
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on which the specified acquisition occurred, been 
owned by the person, or by any other person where 
the person and the other person are associated 
persons, the cost price of the motor vehicle to the 
person shall be deemed to be an amount equal to the 
higher, or the highest, of the cost prices for which the 
motor vehicle has, subsequent to its manufacture, 
been acquired by the person or the other person: 

(b) Subject to paragraph (a), where, in relation to any motor 
vehicle and to any acquisition of the vehicle by any 
person,-

(i) The motor vehicle was acquired by that person 
at no cost; or 

(ii) The cost price of the motor vehicle to that 
person was, in the opinion of the Commissioner, less 
than the amount of the market value of the motor 
vehicle on the date of the acquisition of it by that 
person, and the Commissioner is satisfied that the 
cost price would not have been so less but for an 
arrangement entered into, for the purpose of 
defeating the intent and application of the FBT rules, 
between that person and any other person (that 
person and tliat other person being associated 
persons); or 

(iii) The cost price in relation to that acquisition is 
for any reason unable to be established by that 
person to the satisfaction of the Commissioner,
the cost price, in relation to that acquisition, shall be 
deemed to be an amount equal to the amount which 
the Commissioner is satisfied was the market value of 
the motor vehicle on the date of that acquisition. 

Cr. 1976, No. 65, s. 3360 (lA) 

GC 17. Fringe benefit tax-general-Where the Corn· 
missioner is satisfied that an arrangement has been entered 
into between persons and a purpose or effect of the 
arrangement (not being a merely incidental purpose or effect) is 
to defeat the intent and application of the FBT rules, or of any 
provision of the FBT rules, the Commissioner may, 
notwithstanding the arrangement, deem-

(a) A person who is a party to that arrangement (that person 
being referred to in this section as the "participant") 
to be the employer in relation to such other person or 
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such other persons as the Commissioner specifies by 
notice in writing to the participant; and 

(b) Any person so specified to be, in relation to the 
participant, an employee (that person being referred 
to in this section as the "deemed employee"); and 

(c) Any benefit that-
(i) Is obtained by the deemed employee and is 

provided or granted by the participant; or 
(ii) The deemed employee would have, or might be 

expected to have, or would in all likelihood have, 
obtained if that arrangement had not been made or 
entered into,-
to be a benefit provided or granted by the participant 
to the deemed employee by virtue of the 
emploYIl!ent of the deemed employee,-

for the purposes of the FBT rules; and the FBT rules shall apply 
accordingly throughout such period or periods (each being a 
period during which that arrangement is in force) as the 
Commissioner determines. 

C£ 1976, No. 65, s.336x 

Deductions 

GC 18. Agreements not to make tax deductions to be 
void-Where a tax deduction or combined tax and earner 
premium deduction is required to be made under the PAYE 
iules and, where applicable, section 115 of the Accident 
Rehabilitation and Compensation Insurance Act 1992, any 
a~eement not to make die deduction in accordance with those 
rUles or that section 115 shall be void. 

C£ 1976, No. 65, s. 371 

GC 19. Resident withholding tax-Without limiting the 
generality of section NF 13, section GB 1 (1) shall apply as if the 
term "assessable income" were replaced by the words "liability 
to resident withholding tax" and the Commissioner were 
specifically entitled to have regard to such resident withholding 
tax as, in the Commissioner's opinion, the person referred to in 
section GB 1 (1) would have, or might be expected to have, or 
would in all likelihood have, been liable to pay if the 
arrangement referred to in section GB 1 (1) had not been made 
or entered into. 

C£ 1976, No. 65, s. 327zc 



1994, No. 164 Income Tax 2325 
s. GC 22 

GC 20. Agreements not to make resident withholding 
tax deductions to be void-Where a resident withholding 
tax deduction is required to be made under the RWT rules, any 
agreement not to make the tax deduction in accordance with 
those rules shall be void. 

C£ 1976, No. 65, s. 327x 

Imputation, Etc. 
GC 21. Imputation continuity requirements-For the 

purposes of section ME 5 (1 )(i), where-
(a) Any shares in the company or in any other company have 

been subject to any arrangement or series of related 
or connected arrangements; or 

(b) Any shares in the company or in any other company have 
had any rights attaching to them extinguished or 
altered, directly or indirectly, by any means-

in each case for the purpose, or for purposes including the 
purpose, of enabling die company to meet the requirements of 
section ME 5 (1 )(i) so as to defeat its intent and application, the 
company, in relation to those shares, shall be deemed not to 
have met those requirements. 

C£ 1976, No. 65, s. 394E (4)(f) 

GC 22. Imputation-arrangement to obtain a tax 
advantage-( 1) For the purposes of this section, there shall be 
an arrangement to obtain a tax advantage where-

(a) There is an arrangement for the sale or other disposition 
of shares or issue of shares where-

(i) Any person who is a party to the arrangement 
might reasonably have anticipated that a dividend 
would be paid in respect of the shares in any income 
year; and 

(ii) Any person who is a party to the arrangement 
might reasonably have anticipated that an imputation 
credit or a dividend withholding payment credit 
would be attached to the dividend; and 

(iii) Any person who is a party to the arrangement 
might reasonably expect-

(A) That a party to the arrangement will be able 
to ootain a tax advantage in relation to 
any such imputation credit or dividend 
withholding payment credit; or 

(B) That a party to the arrangement will not be 
able to obtain a tax advantage in relation 
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to any such imputation credit or dividend . 
withholding payment credit; and 

(iv) The purpose, not being an incidental purpose, 
of the arrangement is that a party to the arrangement 
would obtain any such tax advantage; or 

(b) In respect of anyone or more distributions (including 
bonus issues) by a company, whether occurring in the 
same imputation year or over more than one 
imputation year, the company streams the payment 
of Oividends, or the attachment of imputation credits 
or dividend withholding payment credits or both to 
any dividends, in such a way as will give higher credit 
values to persons who will obtain a tax advantage 
from them than to persons who will not so obtain a 
tax advantage or who may reasonably be expected to 
derive a lesser benefit from any tax advantage. 

(2) For the purposes of subsection (l)(b), a dividend paid by a 
company shall be deemed to have a higher credit value than 
another dividend where any of the following applies: 

(a) The dividend has an imputation credit attached to it, and 
the other dividend does not: 

(b) The imputation ratio of the dividend is higher than that of 
the other dividend: 

(c) The dividend has a dividend withholdinglayment credit 
attached to it, and the other dividen does not: 

(d) The dividend withholding payment ratio of the dividend 
is higher than that of the other dividend: 

(e) The dividend has both an imputation credit and a 
dividend withholdingjayment credit attached to it, 
and the other dividen has no such credit or only one 
such type of credit attached: 

(f) The combined imputation and dividend withholding 
payment ratio of the dividend is greater than that of 
the other dividend. 

(3) Where the Commissioner determines that there is an 
arrangement to obtain a tax advantage, the Commissioner 
may-

(a) Determine whether the arrangement gives rise to an 
account advantage, a tax credit advantage, or both: 

(b) Determine, in the case of any arrangement within the 
meaning of paragraph (b) of subsection (1) to which 
any person (other than the company reterred to in 
that paragraph) is a party, which of subsections (4) 
and (5) shoufd apply: 
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(c) Determine the amount of the imputation credit or 
dividend withholding payment credit the subject of 
the arrangement: 

(d) Determine the imputation year in which the arrangement 
occurred or commenced (being the year in which the 
Commissioner considers that the first reasonably 
identifiable step towards implementation of the 
arrangement occurred). 

(4) Where the Commissioner determines that there is an 
arrangement within the meaning of subsection (l)(a), or 
determines that there is an arrangement within the meaning of 
subsection (1 )(b) and that this subsection should apply to that 
arrangement, the following provisions shall apply: 

(a) Any person who, but for this paragraph, would obtain a 
tax credit advantage from the arrangement shall not 
be entitled in respect of the arrangement to a credit 
of tax under section LB 2 or section LD 8 or to a 
refund under section LD 9 (as the case may be); and 

(b) There shall arise a debit to the imputation credit account 
or the dividend withholding payment credit account 
(as the case may be) of any company that, but for this 
paragraph, would obtain both a tax credit advantage 
and an account advantage from the arrangement; 
and 

(c) The amount of the credit of tax or refund to which the 
person referred to in paragraph (a) is not entitled and 
the amount which arises as the debit referred to in 
paragraph (b) shall in each case be an amount equal 
to die amount of the imputation credit or the 
dividend withholding payment credit determined 
under subsection (3)(c) to be the subject of the 
arrangement; and 

(d) Any debit arising under paragraph (b) shall be a debit that 
arises in the imputation year determined under 
subsection (3)(d) to be that in which the arrangement 
occurred or commenced. 

(5) Where there is an arrangement within the meaning of 
paragraph (b) of subsection (1) to which no person other than 
the company referred to in that paragraph is a party, or where 
the Commissioner determines tbat there is an arrangement 
within the meaning of that paragraph and that this subsection 
should apply in respect of that arrangement, the following 
provisions shall apply: 
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(a) There shall arise a further debit to the imputation credit 
account or the dividend withholding payment 
account of the company referred to in subsection 
(l)(b); and 

(b) The amount of that further debit shall be an amount 
equal to the amount of the imputation credit or the 
dividend withholding payment credit determined 
under subsection (3)(c) to be the subject of the 
arrangement; and 

(c) The further debit shall be a debit that arises in the 
imputation year determined under subsection (3)(d) to 
be that in which the arrangement occurred or 
commenced; and 

(d) To the extent to which this subsection applies to the 
arrangement, subsection (4) shall not apply to the 
arrangement. 

(6) As soon as is convenient after a determination is made in 
relation to a company under subsection (3) (in this section 
referred to as a "determination of tax advantage arrangement 
debit"), the Commissioner shall cause notice of the 
determination to be given to the company in respect of whose 
imputation credit account or dividend withholding payment 
account the determination is made. 

(7) Any such notice may be included in a notice of 
assessment made under section 111 (1) of the Tax 
Administration Act 1994, or a notice of determination of loss 
made under section 111 (2) of that Act, or a notice of 
determination of incorrect entry under section ME 40 or 
section MC 12 of this Act. 

(8) An omission to give the notice referred to in subsection (6) 
shclU not invalidate the determination of tax advantage 
arrangement debit. 

(9) In this section-
"Account advantage" means-

(a) The arising of a credit to an imputation credit 
account in accordance with section ME 4; or 

(b) The arising of a credit to a dividend withholding 
payment account in accordance with section MC 4: 

"Tax credit advantage" means-
(a) The allowance, in whole or in part, of a credit of 

tax in accordance with section LB 2: 
(b) The allowance, in whole or in part, of a credit of 

tax in accordance with section LD 8, or the obtaining 
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of a refund of dividend withholding payment under 
section LD 9. 

Cf. 1976, No. 65, s. 394zG 

GC 28. Imputation-dividend paid by another 
company-(l) Where, in relation to a company and a 
sharenolder of the company, there is an arrangement entered 
into for the purpose, or for purposes including the purpose, 
that-

(a) The shareholder or, where the shareholder is a trustee in 
relation to the share or shares held, any beneficiary of 
that trust, or any person associated with either the 
shareholder or any such beneficiary, may be paid a 
dividend by another company, whether directly or 
indirectly by any means whatever; or 

(b) The shareholder or, where the shareholder is a trustee in 
relation to the share or shares held, any beneficiary of 
that trust, or any person associated with either the 
shareholder or any such beneficiary, may acquire any 
shares in another company so that the other 
company may pay a dividend to the shareholder or 
the beneficiary or the associated person, whether 
directly or indirectly by any means whatever,-

any dividend paid to the shareholder or, as the case may be, 
the beneficiary or associated person by that other company 
under the arrangement shall, for the purposes of the 
imputation rules, be deemed to be a dividend paid by the 
company. 

(2) For the purposes of the imputation rules, the amount of 
any imputation credit attached to a dividend to which 
subsection (1) applies-

(a) Shall not constitute part of the assessable income of the 
shareholder or, as the case may be, the beneficiary or 
associated person: 

(b) Shall not be eligible for a credit of tax or a carry forward 
of loss in accordance with section LB 2: 

(c) Shall, notwithstanding anything in subsection (1), be a 
debit in accordance with section ME 5 (I)(a) to the 
imputation credit account of the company that is 
deemed by subsection (1) to have paid the dividend. 

Cf. 1976, No. 65, s. 394zF 

GC 24. Application of specific imputation provisions 
to consolidated groups-(I) Section GC 23 (2) shall apply in 

G--21 
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any case where the company deemed by section GC 23 (1) to 
have paid a dividend is at the time of payment a member of a 
consolidated group as if the reference to section ME 5 (l)(a) 
were a reference to section ME 12 (1)(a) . 

(2) Section GC 22 shall apply, with any necessary 
modifications, in any case which involves accounts of a 
consolidated group, as if-

(a) The consolidated group were a single company; and 
(b) References to provisions of this Act were references to the 

equivalent provisions applicable to such equivalent 
accounts. 

Cf. 1976, No. 65, S. 191sD (6), (7) 

GC 25. Avoidance of dividend withholding pay
ments-Where the Commissioner is satisfied that an 
arrangement has been entered into between persons for the 
purpose of, or for purposes including the purpose of, avoiding 
the application of the dividend withholding payment rules or of 
any provision of those rules, the Commissioner may, 
notwithstanding the arrangement, deem a payment or part of a 
payment that is the subject of the arrangement to be a foreign 
withholding payment dividend for the purposes of those rules. 

Cf. 1976, No. 65, S. 394zSA 

GC 26. Arrangement to defeat application of branch 
equivalent tax account provisions-For the purposes of 
section MF 4 (1)(e) and (3)(d), where-

(a) Any shares in the company or in any other company have 
been subject to any arrangement or series of related 
or connected arrangements; or 

(b) Any shares in the company or in any other company have 
had any rights attached to them, extinguished or 
altered, directly or indirectly, by any means 
whatever-

in each case for the purpose, or for purposes including the 
purpose, of enabling the company to meet the requirements of 
either section MF 4 (1)(e) or section MF 4 (3)(d) so as to defeat 
its intent and application, the company, in relation to those 
shares, shall be deemed not to have met those requirements. 

Cf. 1976, No. 65, s. 394zzp (6)(g) 

GC 27. Arrangement to defeat application of dividend 
withholding payment account provisions-For the 
purposes of section MG 5 (1)(i), where-

C-21* 
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(a) Any shares in the company or in any other company have 
been subject to any arrangement or series of related 
or connected arrangements; or 

(b) Any shares in the company or in any other company have 
had any rights attaching to them, extinguished or 
altered, directly or indirectly, by any means 
whatsoever-

in each case for the purpose, or for purposes including the 
purpose, of enabling the company to meet the requirements of 
section MG 5 (1 )(i) so as to defeat its intent and application, the 
company, in relation to those shares, shall be deemed not to 
have met those requirements. 

C£ 1976, No. 65, s. 394zw(4)(~ 

Family Support 
GC 28. Family support-Where the Commissioner is 

satisfied that arrangements have been made between a person 
and another person with a view to the affairs of those persons 
being so arranged or conducted that Part KD would, but for 
this section, have effect more favourably in relation to that 
person than would otherwise have been the case, the amount of 
any credit of tax to which that person is entitled under Part KD 
shall not exceed the amount of the credit of tax to which the 
person would, in the opinion of the Commissioner, have been 
entitled if those arrangements had not been made. 

Cf. 1976, No. 65, s.374L 

SUBPART D-NoN·MARKET TRANSACTIONS 

Trading Stock 
CD 1. Sale of trading stock for inadequate 

consideration-( 1) Subject to subsection (2), where any 
trading stock is sold or otherwise disposed of without 
consideration in money or money's worth or for a 
consideration that is less than the market price or the true 
value of the trading stock at the date of the sale or other 
disposition,-

(a) The trading stock shall be deemed for the purposes of this 
Act to have been sold at and to have realised the 
market price of the trading stock at the date of the 
sale or other disposition, but, where there is no 
market price, shall be deemed to have been sold at 
and to have realised such price as the Commissioner 
determines: 
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(b) The price which under this section the trading stock is 
deemed to have realised shall be taken into account 
in calculating the assessable income of the person 
selling or otherwise disposing of the trading stock: 

(c) The person acquiring the trading stock shall, for the 
purpose of calculating the person's assessable income, 
be deemed to have purchased the trading stock at the 
price which under this section the trading stock is 
deemed to have realised. 

(2) For the purposes of this section-
(a) The creation or grant of any right to take timber shall be 

treated as a sale or other disposition of trading stock 
of a kind referred to in r,aragraph (d)(iv) of the 
definition of "trading stock': 

(b) Where there is a sale or other disposition of land with 
standing timber on the land, that sale or other 
disposition shall be deemed to include a sale or 
otner disposition of trading stock of a kind referred 
to in paragraph (d)(iv) of the definition of "trading 
stock' , except to the extent that the timber is-

(i) Timber comprised in ornamental or incidental 
trees; or 

(ii) Subject to a forestry right (as defined in 
section 2 of the Forestry Rights Registration Act 
1983) registered under the Land Transfer Act 1952; 
or 

(iii) Subject to a profit a prendre granted before 1 
January 1984. 

(3) This section shall, with any necessary modifications, apply 
in any case where a share or interest in any trading stock is sold 
or otherwise disposed of without consideration in money or 
money's worth or for a consideration that is less than the true 
value of the share or interest at the date of the sale or other 
disposition. 

(4) This section shall not apply in respect of any trading stock 
which is transferred to any person in accordance with a 
matrimonial agreement. 

Cf. 1976, No. 65, s. 91 

CD 2. Distribution of trading stock to shareholders of 
company-(I) Subject to subsections (3) and (4), where any 
trading stock of a company is distributed to any shareholder or 
to an associated person of any shareholder of the company as 
such, whether on a reduction of the share capital of the 



1994, No. 164 Income Tax 2333 
a.CD2 

company, or on a reconstruction of the company, or on the 
liquiaation of the company, or otherwise,-

(a) The distribution shall be deemed for the purposes of this 
Act to be a sale of the trading stock oy the company 
to the shareholder or the associated person, and the 
trading stock shall be deemed to have been sold at 
and to have realised the market price of the trading 
stock at the date of the distribution, but, where there 
is no market price, shall be deemed to have been sold 
at and to have realised such price as the 
Commissioner determines: 

(b) The price which under this section the trading stock is 
deemed to have realised shall be taken into account 
in calculating the assessable income of the company: 

(c) The shareholder or the associated person shall, for the 
purpose of calculating the shareholder's or associated 
person's assessable income, be deemed to have 
purchased the trading stock at the price which under 
this section the trading stock is deemed to have 
realised. 

(2) Nothing in this section shall be construed to prevent any 
such distribution from being a dividend. 

(3) Where there is a distribution to a shareholder (or 
associated person) of any land with standing timber on the 
land, that distribution shall be deemed for the purposes of this 
section to include a distribution of trading stock of a kind 
referred to in paragraph (d)(iv) of the definition of "trading 
stock", except to the extent that the timber is-

(a) Timber comprised in ornamental or incidental trees; or 
(b) Subject to a forestry right (as defined in section 2 of the 

Forestry Rights Registration Act 1983) registered 
under the Land Transfer Act 1952; or 

(c) Subject to a profit a prendre granted before 1 January 1984. 
(4) Notwithstanding subsection (1)(a), where-
(a) On the winding up of a company,-

(i) A distribution of trading stock being timber is 
made; or 

(ii) A distribution of trading stock being a right to 
take timber is made; and 

(b) The liquidator of the company was appointed under the 
Companies Act 1955 before-

(i) 24 June 1993, in the case of any such 
distribution of trading stock being timber; or 
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(ii) 5 August 1993, in the case of any such 
distribution of trading stock being a right to take 
timber; and 

(c) But for paragraph (d)(iv) or paragraph (d)(v) of the 
defuiition of "trading stock", the timber or right to 
take timber would not be trading stock to which this 
section applies,-

then, for the purposes of subsection (1), the price which the 
trading stock being timber or a right to take timber is deemed 
to have been sold at and to have realised on that distribution 
shall be equal to the cost of the timber to the company making 
the distribution. 

Cf. 1976, No. 65, s. 197; 1994, No. 76, s. 32 

Remuneration 
CD 8. Payment of excessive salary or wages, or 

allocation of excessive share of profits or losses, to 
relative employed by or in partnership with taxpayer
(1) Where-

(a) Any taxpayer carries on any business or undertaking and 
employs or engages any relative, or, being a company 
other than a close company, employs or engages any 
relative of a director or shareholder of the company, 
to perform services in connection with that business 
or undertaking; or 

(b) Any taxpayer carries on business in partnership with any 
person, whether or not any other person is a member 
of the partnership, and-

(i) Any relative of the taxpayer is employed or 
engaged by the partnership to perform services in 
connection with the business; or 

(ii) Where one of the partners is a company, any 
relative of a director or shareholder of the company is 
employed or engaged by the partnership to perform 
services in connection with the business; or 

(c) Any taxpayer carries on business in partnership with any 
relative or with any company a director or 
shareholder of which is a relative of the taxpayer or, 
being a company, carries on business in partnership 
with any relative of a director or shareholder of the 
company, whether or not any other person is a 
member of the partnership,-

and the Commissioner is of the opinion that the remuneration, 
salary or wages, share of profits, or other income payable to or 
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for the benefit of that relative or that company, or the share of 
losses to be borne by that relative or that company, under the 
contract of service, employment, or engagement or the terms 
of the partnership exceeds such an amount as is reasonable 
having regard to the nature and extent of the services 
rendered, the value of the contributions made by the respective 
partners by way of services or capital or otherwise, and any 
other relevant matters, the Commissioner may for the purposes 
of this Act allocate the total profits, income, or losses of the 
business or undertaking, before the deduction of any amount 
payable to that relative or company, between the parties to the 
contract or the partners or any of them in such shares and 
proportions as the Commissioner considers reasonable, and the 
amounts so allocated shall be deemed to be income derived or 
losses incurred by the persons to whom those amounts are so 
allocated and by no other person. 

(2) Where any sum paid or credited by a company, being or 
purporting to be remuneration for services rendered by any 
person who is a relative of a director or shareholder of the 
company, is allocated to that company in accordance with 
subsection (1), the amount so allocated to the company shall be 
deemed to be a dividend paid by the company to that person 
and received by that person as a shareholder of the company. 

(3) This section shall apply whether the contract of service or 
employment or the partnership was entered into before or 
after the commencement of the income year. 

(4) This section shall not apply to a bona fide contract of 
employment or to a bona fide contract of partnership. 

(5 ) For the purposes of this section a contract of employment 
or a contract of partnership shall be deemed to be bona fide if 
it complies with the following conditions: 

(a) The contract is in writing or by deed signed by all the 
parties to it: 

(b) No partner and no person employed or engaged under 
the contract was under the a~e of 20 years at the date 
on which the contract was sIgned: 

(c) The contract is binding on the parties to the contract for a 
term of not less than 3 years and is not capable of 
being terminated by any of those parties before the 
expiry of that term except for the reasons specified in 
sections 36 and 38 of the Partnership Act 1908: 

(d) Each party to the contract has-



2336 
a.CDS 

Income Tax 1994, No. 164 

(i) Real and effective control of the remuneration, 
salary or wages, share of profits, or other income to 
which the party is entided under the contract: 

(ii) Real and effective liability for the share of losses 
to be borne by the party under the contract: 

(e) The remuneration, salary or wages, share of profits, or 
other income payable to a relative, or to a company a 
director or a shareholder of which is a relative, does 
not constitute in whole or in part a gift for the 
purposes of the Estate and Gift Duties Act 1968. 

Cf. 1976, No. 65, s. 97; 1994, No. 76, s. 17 

CD 4. Payments to taxpayer's spouse-Notwithstanding 
anything in section BB 7, in calculating the assessable income 
derived by any person from any source, no deduction shall, 
except as expressly provided in this Act, be made in respect of 
any payments of any kind made by a taxpayer to his or her 
spouse: 

Provided that, with the consent of the Commissioner granted 
before the deduction is claimed by the taxpayer, and subject to 
section GD 3, a deduction may be made in respect of any 
payment made by a taxpayer to his or her spouse where the 
Commissioner is satisfied that the payment is for services 
rendered (not being domestic services or services performed in 
connection with the home) or is otherwise a bona fidejayment, 
and that the payment was exclusively incurre in the 
production of die assessable income of the taxpayer for the 
mcome year. 

C£ 1976, No. 65, s. 106 (1)(d) 

CD 5. Excessive remuneration by close company to 
shareholder, director, or relative-Where any sum paid or 
credited by a close company, being or purporting to be 
remuneration for services rendered by any person who is a 
shareholder or director of the company or a relative of any 
such shareholder or director, exceeas such amount as in the 
opinion of the Commissioner is reasonable, the amount of the 
excess shall not be an allowable deduction in calculating the 
assessable income of the company, and shall, for the purposes 
of this Act, be deemed to be a diVIdend paid by the company to 
that person and received by that person as a shareholder of the 
company: 

Provided that this section shall not apply in any case where 
the Commissioner is satisfied-
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(a) That the person to whom the sum is paid or credited is an 
adult employed substantially full·time in the business 
of the company and participating in the 
administration or management of tIie company; and 

(b) That the determination by the company of the amount so 
paid or credited to that person was not influenced by 
the fact that the person is a relative of a shareholder 
or director of the company; and 

(c) That the person is resident in New Zealand. 
ef. 1976, No. 65, s. 190; 1994, No. 76, s. 26 

Superannuation and Life Insurance 

CD 6. Value of loans provided by superannuation fund 
deemed to be income of fuIld-( 1) Where any 
superarmuation fund in any income year has, directly or 
indirectly and whether by one transaction or by a series of 
transactions, provided to a member of that superarmuation 
fund in that income year any loan that would be a fringe 
benefit if it were provided by an employer to an employee in 
respect of that employee's employment, the value of the loan 
so provided shall be deemed to be income derived by the 
superarmuation fund in that income year. 

(2) For the purposes of subsection (1), but subject to 
subsection (3), the value of the loan shall be the amount, if any, 
by which the amount of interest that would have accrued on 
that loan in respect of that income year had that interest been 
calculated on the daily balance of that loan at the prescribed 
rate of interest exceeds the amount of interest that, whenever 
it accrues, arises in respect of that loan to the member during 
that income year. 

(3) Where the loan is a loan that was made on or before 31 
March 1989, and the rate of interest payable on the loan is not 
subject to review, the prescribed rate of interest shall be 
deemed to be-

(a) In the case of a loan made before 1 April 1985, the non
concessionary rate of interest for the year in which 
the agreement to make the loan was signed or, where 
the agreement was not in writing, the making of the 
loan was agreed to by all the parties to the loan: 

(b) In the case of a loan made on or after 1 April 1985, the 
prescribed rate of interest that applied during the 
quarter in which the agreement to make the loan was 
sIgned or, where the agreement was not in writing, 
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the making of the loan was agreed to by all parties to 
the loan. 

ef. 1976, No. 65, s. 232A 

CD 7. Distribution of property to policyholders, etc.
For the purposes of sections CD 1 and CD 2 (which relate to 
the sale of trading stock for inadequate consideration, and the 
distribution of trading stock to shareholders of companies), 
where any life insurer sells or otherwise disposes of any 
property (other than any financial arrangement) in the course 
of carrying on a business of providing life insurance,-

(a) That property shall be deemed to be trading stock; and 
(b) The life insurer shall be deemed to be a company; and 
(c) Holders of policies of life insurance for which the life 

insurer is the insurer shall be deemed to be 
shareholders of the life insurer. 

ef. 1976, No. 65, s. 204n 

CD 8. Superannuation schemes-(I) For the purposes of 
the life insurance rules, where any person is the trustee of a 
superannuation scheme and provides any life insurance to 
members or beneficiaries of that scheme, the provision by that 
trustee of any benefit to any member or beneficiary of that 
scheme shall, subject to subsections (2) to (6), be treated as if it 
were the provision of life insurance. 

(2) Notwithstanding subsection (1) or any other provision of 
the life insurance rules, where any person is the trustee of a 
superannuation fund (other than a superannuation fund to 
which property is transferred under an arrangement approved 
by the Government Actuary under Part VI of the 
Superannuation Schemes Act 1989), in respect of the 1990-91 
income year that person shall be deemed in respect of that 
~uperannuation fund not to cany on the business of life 
msurance. 

(3) Notwithstanding subsection (1) or any other provision of 
the life insurance rules, where in any income year any person is 
the trustee of a superannuation fund which is in respect of that 
income year a qualifying superannuation scheme, that person 
shall be deemed in respect of that superannuation fund and 
that income year not to cany on the business of life insurance. 

(4) For the purposes of this section, a superannuation fund 
shall be a qualifying superannuation scheme in respect of any 
income year where at all times during that income year-
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(a) The superannuation fund is registered by the Government 
Actuary under the Superannuation Schemes Act 
1989; and 

(b) No trustee of the superannuation fund is a company 
carrying on the business of providing life insurance to 
which the Life Insurance Act 1908 applies; and 

(c) The superannuation fund was-
(i) Established by an employer or group of 

employers who are associated persons to provide 
benefits only to persons who are, in respect of any 
such employer or in respect of any other associated 
person who is an employer and subsequent to the 
establishment of the superannuation fund agrees to 
make contributions to the fund,-

(A) Employees; or 
(B) In the case of deferred benefits relating to a 

previous period of employment, former 
employees; or 

(C) In the case of benefits arising in respect of 
membership of the sUEerannuation fund 
by those employees or former employees, 
relatives or dependants of those 
employees or former employees; or 

(ii) Constituted under the National Provident Fund 
Restructuring Act 1990, the National Provident 
Fund Act 1950, or the Government Superannuation 
Fund Act 1956 and provides benefits orily to persons 
who are-

(A) Employees; or 
(B) In the case of deferred benefits relating to a 

previous period of employment, former 
employees; or 

(C) In the case of benefits arising in respect of 
membership of the superannuation fund 
by those employees or former employees, 
relatives or dependants of those 
employees or former employees,-

of any employer who agrees to or IS required to 
make contributions to the fund or is accepted as a 
contributor to the fund or on whose behalf 
contributions are made to the fund; or 

(iii) Not being a superannuation fund of the kind 
referred to in subparagraph (ii), constituted under -
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(A) The National Provident Fund Restructuring 
Act 1990 for the purpose of providing 
benefits to persons (and relatives and 
dependants of persons) who, before 1 
April 1991, were members of a 
superannuation fimd which satisfied the 
requirements of subparagraph (ii); or 

(B) The National Provident Fund Act 1950 I and 
which, but for the fact that a small 
number of the total employers to which 
the fimd relates do not agree to or are not 
required to make contributions to the 
furid, would be a superannuation fimd 
which satisfied the requirements of 
subparagraph (ii); and 

(d) The only beneficiaries of the superannuation fimd are 
natural persons to whom-

(i) Any of subsubparagraphs (A) to (C) of paragraph 
(c)(i) or paragraph (c)(ii) applies; or 

(ii) Paragraph (c)(iii) applies-
except to the extent that an employer of employees 
who are members of the superannuation furid may 
have a contingent interest in any surplus in the 
superannuation fimd; and 

(e) Except in the case of a superannuation fimd to which 
paragraph (c)(iii) applies, and subject to subsection (5), 
each employer-

(i) Is required by the trust deed of the 
superannuation fimd or by any Act under which the 
superannuation fimd is constituted to make; or 

(ii) In that income year is making; or 
(ill) In that income year is having made on the 

employer'S behalf-
superannuation contributions to the superannuation 
fwld to provide to a significant extent the benefits 
payable by the superannuation fimd, not being 
merely nominal contributions or contributions only to 
meet the costs of administration and management of 
investments of the superannuation fimd; and 

(f) The superannuation fimd has not been established or 
utilised in a manner which has the effect of defeating 
the intent and application of the life insurance 
rules,-
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and where an application in writing has been made for the 
purposes of this subsection to the Government Actuary by the 
trustee of that superannuation fund and the Government 
Actuary is satisfied that the superannuation fund is in respect of 
that income year a superannuation fund to which the preceding 
paragraphs of this subsection apply. 

(5) Where in respect of any income year a superannuation 
fund fails to meet the requirements of paragraph (e) of 
subsection (4), that fund shall nevertheless be treated as 
complying with that paragraph if the Government Actuary is 
satisfied that each employer would be required by the trust 
deed of the superannuation fund, or by any Act under which 
the superannuation fund is constituted, to make 
superannuation contributions to the superannuation fund to 
provide to a significant extent the benefits payable by the 
superannuation fund, not being merely nominal contributions 
or contributions only to meet the costs of administration and 
management of investments of the superannuation fund, were 
it not that the assets of the fund exceed the accrued benefits of 
all members and other beneficiaries of the fund. 

(6) Where the Government Actuary ceases to be satisfied that 
any superannuation fund is a superannuation fund to which 
paragraphs (a) to (f) of subsection (4) apply, that superannuation 
fund shall cease to be a qualifying superannuation scheme from 
such date as the Government Actuary may specify. 

(7) The Government Actuary shall, as soon as practicable 
after determining under subsection (4) or subsection (6)-

(a) Whether or not a superannuation fund is in respect of any 
income year a fund to which paragraphs (a) to (f) of 
subsection (4) apply; or 

(b) That a superannuation fund has ceased to be a fund to 
which those paragraphs apply,-

notify the trustee of the superannuation fund in writing 
accordingly. 

(8) Any person who is dissatisfied with any such 
determination of the Government Actuary may object to the 
determination in accordance with section 23 of the 
Superannuation Schemes Act 1989, and no right of objection 
shall lie under this Act or the Tax Administration Act 1994 in 
respect of any such determination. 

Cf. 1976, No. 65, s. 204Q. 
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CD 9. Land transferred between associated persons
(1) In any case where any land has been transferred from any 
person (referred to in this section as the "transferor") to any 
other person (referred to in this section as the "transferee") and 
the transferor and the transferee are associated persons, and 
the transferee subsequently sells or otherwise disposes of that 
land at a profit or gain (being a profit or gain which, if it had 
been derived by the transferor would have been a profit or gain 
to which any of paragraphs (a) to (g) of section CD 1 (2) applies), 
that profit or gain derived by the transferee shall be deemed to 
be a profit or gain to which section CD 1 applies and the 
transferee shall be assessable and liable for income tax 
accordingly. 

(2) Every reference in this section to a sale or other 
disposition of any land by any taxpayer shall be deemed to 
include a reference to a sale or other disposition of any land by 
or on behalf of any other person where that other person is, in 
relation to a mortgage secured on that land, a mortgagee and 
that sale or other disposition by or on behalf of that other 
person is made in consequence of the default of the taxpayer 
under that mortgage. 

Cf. 1976, No. 65, s. 67 (12), (14) 

CD 10. Leases for inadequate rent-( 1) Where any 
property owned by any person or by 2· or more 
persons (whether jointly or in common) or by any partnership is 
leased to a relative of any of those persons or of any member of 
the partnership or to a related company or by a company to 
any person and the rent is less than an adequate rent Tor that 
property or the lease makes no provision for the payment of 
rent,-

(a) There shall be deemed to be payable under the lease a 
rent that is equal to an adequate rent for the 
property, and that rent shall be deemed to be payable 
by the lessee to the lessor on the days provided in the 
lease for payment of the rent, or, if no rent is payable 
under the lease, on such days as the Commissioner 
determines, and shall be deemed to be income 
derived by the lessor on the days on which the rent is 
deemed to be payable under this paragraph; and 

(b) The rent deemed to be payable under paragraph (a) shall 
be deemed to accrue from day to day during the 
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period in respect of which it is payable, and shall be 
apportionable accordingly. 

(2) This section shall apply with respect to any leased 
property only if and to the extent that it is used by the lessee in 
the production of income. 

(3) This section shall apply whether the lease was granted 
before or after the commencement of the income year. 

(4) In this section-
"Adequate rent", in relation to any property, means the 

amount of rent that the Commissioner determines to 
be adequate for that property during the period in 
respect of which the determination is made: 

"Lease' means a tenancy of any duration, whether in 
writing or otherwise; and includes a sublease; and also 
includes a bailment; and "lessor" and "lessee" have 
corresponding meanings: 

"Related company" means a company that is under the 
control of the lessor or any relative or relatives of the 
lessor or anyone or more of them, or, where there 
are several lessors or the lessor is a partnership, under 
the control of any of the lessors or partners or any 
relative or relatives of any of the lessors or partners: 

"Rent" includes any premium or other consideration for 
the lease. 

C£ 1976, No. 65, s. 98 

Other Non-Market Transactions 
GD 11. Accruals rules-(I) Where the Commissioner, 

having regard to any connection between thejarties to the 
issue or transfer of a financial arrangement an to any other 
relevant circumstances, is satisfied that the parties were dealing 
with each other in relation to the issue or transfer in a manner 
that has the effect of defeating the intent and application of the 
qualified accruals rules, the Commissioner may, for the 
purposes of calculating- the assessable income or expenditure of 
the parties under section EH 1 or section EH 3 or section EH 4 
or section EH 6, deem the consideration for the issue or 
transfer to be equal to the consideration that might reasonably 
be expected for the issue or transfer if the parties to the issue 
or transfer were independent parties dealing at arm's length 
with each other in relation to the issue or transfer. 

(2) If at any time a person not resident in New Zealand
(a) Commences to hold, whether temporarily or otherwise, a 

financial arrangement for the purposes of a business 
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carried on through a fixed establishment in New 
Zealand, the person shall be deemed to have acquired 
the financial arrangement at that time; or 

(b) Ceases to hold, whether temporarily or otherwise, a 
financial arrangement for tlie purposes of a business 
carried on through a fixed establishment in New 
Zealand, the person shall be deemed to have disposed 
of the financial arrangement at that time; or 

(c) Being a holder or an issuer of a financial arrangement, 
becomes aNew Zealand resident the person shall be 
deemed to acquire or to issue the financial 
arrangement at the time at which the person 
becomes a New Zealand resident,-

and that acquisition or that disposal shall be deemed to have 
been made for a consideration equal to the consideration that 
might reasonably be expected for the acquisition or disposal if 
the acquisition or disposal had been made at arm's length. 

(3) Where any financial arrangement is sold or is otherwise 
transferred (including a transfer by way of distribution to 
shareholders), without consideration in money or for a 
consideration that is less than the market price or the true 
value of the financial arrangement, and-

(a) The transferor acquired the financial arrangement for the 
purpose of sale or disposal; or 

(b) The business of that transferor comprises dealing in such 
financial arrangements,-

then the financial arrangement shall be deemed for the 
purposes of this Act to have been sold at and to have realised 
the market price of the financial arrangement at the date of 
sale or other disposition, but, where there is no market price, 
shall be deemed to have been sold at and to have realised such 
price as the Commissioner determines. 

C£ 1976, No. 65, s.64J 

CD 12. Cost of producing films-( 1) Where, in relation to 
any income year and to any taxpayer and to any film, the 
Commissioner is satisfied, having regard to any connection 
between the taxpayer and any person who supplied goods to, 
or provided services for, the taxpayer in relation to that film, or 
to any other circumstances which the Commissioner considers 
relevant in the circumstances of the particular case, that-

(a) The taxpayer and that person were not dealing with each 
other at arm's length in relation to the supply of 
those goods or the provision of those services; and 



1994, No. 164 Income Tax 2345 
s.GZI 

(b) The amount of the film production expenditure incurred 
by the taxpayer in relation to that film exceeds the 
amount that would have been incurred by the 
taxpayer if the taxpayer and that person had dealt 
with each other at ann's length,-

the amount of film production expenditure incurred by the 
taxpayer in relation to that film shall be deemed to be the 
amount of film production expenditure that, in the opinion of 
the Commissioner, might have been expected to have been 
incurred by the taxpayer if the taxpayer and that other person 
had dealt with each other at ann's length. 

(2) Where, in relation to any income year and to any 
taxpayer, the Commissioner is satisfied that arrangements have 
been made between the taxpayer and another person with a 
view to the affairs of the taxpayer and of that other person 
being so arranged or conducted that any of the provislOns of 
section EO 4 would, but for this subsection, have effect more 
favourably in that income year in relation to that taxpayer than 
would otherwise have been the case, the amount of the 
deduction to which that taxpayer is entitled under that section 
in that income year shall not exceed the amount to which that 
taxpayer would, in the opinion of the Commissioner, have been 
entitled if those arrangements had not been made. 

Cf. 1976, No. 65, s. 224D (15), (16) 

SUBPART Z-TERMINATING PROVISIONS 

GZ I. Pre-1974 agreements purporting to alter 
incidence of tax-Where any arrangement has been made or 
entered into before 1 October 1974 and the Commissioner is 
satisfied, in respect of that arrangement, or in respect of a part 
of that arrangement, that the terms or conditions of that 
arrangement or of that part (being legally binding terms or 
conditions which were agreed upon in writing before that date) 
prevent the discontinuance 01 that arrangement or of that 
part,-

(a) Sections BB 9 and GB 1 shall not be applied with respect 
to that arrangement, or with respect to that part, so 
long as that arrangement or that part is so prevented 
from being discontinued and is continued strictly in 
accordance with the requirements of the terms or 
conditions of the arrangement or part of the 
arrangement; and 

(b) So long as sections BB 9 and GB 1 are not applied with 
respect to that arrangement, or with respect to that 
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part, in accordance with paragraph (a), the section for 
which section 108 of the Land and Income Tax Act 
1954 was substituted by section 9 of the Land and 
Income Tax Amendment Act (No. 2) 1974 shall, 
notwithstanding that substitution, be deemed to 
remain in full force and effect in relation to that 
arrangement or in relation to that part of the 
arrangement. 

Cf. 1976, No. 65, s. 99 (6) 

PARTH 
TREATMENT OF NET INCOME OF CERTAIN ENTITIES 

SUBPART B-CONSOLIDATED GROUPS OF COMPANIES 

HB 1. Returns, assessments, and liability of con
solidated group-( 1) Where and to the extent that anyone or 
more companies are in any income year members of the same 
consolidated group,-

(a) The nominated company shall make a single return of 
income derived in that income year by those 
companies and those companies shall not make 
separate returns of income derived in that income 
year, except to the extent that any such company is 
not a member of the group for part of the income 
year; and 

(b) That single return of income shall, if the Commissioner so 
requires, include such form of accounts detailing the 
separate affairs of each of those companies as the 
Commissioner may specify; and 

(c) For the purposes of determining the availability under this 
Act of credits against income tax payable by the 
consolidated group in respect of that income year, 
the group shall be treated as if it were a single 
company; and 

(d) The Commissioner shall make a single assessment of the 
income derived by those companies in that income 
year, and shall not make separate assessments of the 
income derived by each company in that income year 
except to the extent that any such company is not a 
member of the group for part of the income year,-

and each of those companies shall, subject to this section, be 
jointly and severally liable for the amount of income tax so 
assessed by the Commissioner in respect of that consolidated 
group and that income year, and that joint and several liability 
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shall be in substitution for any liability of those companies 
under this Act individually in respect of income derived in that 
income year (to the extent denved while the company is a 
member of the consolidated group). 

(2) Subsection (1) shall not apply: to impose on a company 
that has ceased to be a member of a consolidated group joint 
and several liability for any amount of income tax assessed by 
the Commissioner in respect of the consolidated group and any 
income year to the extent that-

(a) The assessment is made by the Commissioner after the 
later of-

(i) The date on which the company is treated for 
the purposes of this Act as having ceased to be a 
member of the group; and 

(ii) The date on which occurred the event that 
caused the company to cease to be treated as a 
member of the group; and 

(b) The amount of income tax so assessed exceeds the 
amount (if any) assessed by the Commissioner before 
that date in respect of the consolidated group and the 
income year; and 

(c) The Commissioner is satisfied that the application of this 
subsection will not significantly prejudice any 
recovery or likely recovery of any amount of income 
tax for the income year, and notifies the company 
and the consolidated group in writing accordingly. 

(3) The nominated company of a consolidated group may, at 
any time before the Cormrussioner makes an assessment of 
income tax in respect of the consolidated group and any 
income year, apply to the Commissioner requesting that only 
one or more specified companies in the consolidated group be 
treated as jointly and severally liable for the income tax liability 
of that group for that income year. 

(4) The Commissioner shall give written approval of any 
application made under subsection (3) where satisfied that 
recovery or likely recovery of income tax assessed for that 
income year will not be significantly prejudiced by limiting the 
joint and several liability for that tax to the company or 
companies specified in the application. 

(5) Where the Commissioner approves an application under 
subsection (4),-

(a) Subsection (1) shall not apply to impose on any company 
other than the companies specified in the 
Commissioner's written approval joint and several 
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liability for income tax assessed in respect of the 
consolidated group for the income year to which the 
approval relates, except to the extent that-

(i) The specified companies default in meeting their 
liability for that income tax assessed; and 

(ii) The Commissioner determines that the tax 
liability of the consolidated group that is attributable 
to the assessable income of the other company is to 
be recovered from the other company; and 

(b) Section MB 7 (1) shall not apply to impose on any 
company other than the companies specified in the 
Commissioner's written approval joint and several 
liability for the amount of provisional tax payable by 
the consolidated group for the income year to which 
the approval relates. 

Cf. 1976, No. 65, s. 191L 

HB 2. Assessable income to be calculated generally as 
if group were a single company-(I) Notwithstanding any 
other section of this Act, for the purposes of ensuring that a 
consolidated group is generally liable to income tax as if it were 
a single company, when calculating the assessable income for 
all or part of any income year of a company which is for that 
income year or part income year a memoer of the consolidated 
group (that year or part year being in this subsection referred 
to as the "relevant period") to be included in the group return 
of income under section HB 1,-

(a) Assessable income derived in the relevant period by the 
company that-

(i) Is derived from a transaction or other 
arrangement with any other company that is a 
member of the same consolidated group; and 

(ii) Would not be assessable income if the company 
and the other company were one company,-
shall not be taken into account except to the extent 
that-

(ill) It arises by virtue of a disposition of trading 
stock of the company; or 

(iv) It arises under section EH 4 by virtue of a 
disposition of a financial arrangement to which the 
accruals rules apply; and 

(b) Any expenditure or loss incurred in the relevant period by 
the company that-
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(i) Is incurred by virtue of a payment or disposition 
to, or other transaction or arrangement with, any 
other company that is a member of the consolidated 
group; and 

(ii) Would not be deductible expenditure or loss if 
the company and the other company were one 
company,-
shalf not be taken into account except-

(ill) To the extent that it arises by virtue of an 
acquisition of trading stock by the company; or 

(iv) For the purposes of and in accordance with 
section FD 10; and 

(c) Where any expenditure or loss or depreciation incurred in 
the relevant period by the company (not being 
expenditure or loss that is not to be taken into 
account by virtue of paragraph (b))-

(i) Would not be deductible in calculating assessable 
income but for this paragraph; and 

(ii) Would be deductible if the consolidated group 
were one company by virtue of any connection 
between the incurring of that expenditure or loss or 
depreciation and tne gaining or producing of 
assessable income or the carrying on of any business 
by any other member of the consolidated group,
the expenditure or loss or depreciation shall be 
deductible in calculating the assessable income for 
the relevant period; and 

(d) Where any expenditure or loss or depreciation incurred in 
the relevant period by the company (not being 
expenditure or loss that is not to be taken into 
account by virtue of paragraph (b))-

(i) Would be deductible in calculating assessable 
income but for this paragraph; and 

(ii) Would not be deductible if the consolidated 
group were one company,-
the exeenditure or loss or depreciation shall not be 
deductible in calculating the assessable income for 
the relevant period, except to the extent that it is 
interest in respect of money borrowed from a person 
that is not a member of the consolidated group and-

(ill) Is deductible under section DD 1 (b)(ill); or 
(iv) Would be deductible under section DD 1 (b)(ill) 

if the company were deemed for the purposes of that 
section to have used the money borrowed (to the 
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extent of the actual acquisition cost) to acquire 
certain shares in fact acquired by another member of 
the consolidated group using (having regard to 
interposed intra-group borrowings) the money 
borrowed; and 

(e) Where any profit or gain derived in the relevant period by 
the company-

(i) Would not be assessable income but for this 
paragraph; and 

(ii) Would be assessable income if the consolidated 
group were one company, by virtue of any purpose 
for which any property was acquired or any 
connection between the derivation of that profit or 
gain and the carrying on of a business by any other 
member of the consolidated group or otherwise,
the profit or gain shall be treated as assessable 
income for the relevant period; and 

(f) In applying any provision of this Act (such as section 
EH 1 (3)) whose application is dependent upon 
whether a specified limit is or is not exceeded, the 
consolidated group shall be treated as if it were a 
single company. 

(2) Where-
(a) Any company which is a member of a consolidated group 

of companies incurs any expenditure or loss; and 
(b) That expenditure or loss would, if the group of companies 

were a single company, be taken into account under 
this Act in detennining the cost of any property; and 

(c) But for the application of this subsection, that expenditure 
or loss would not be taken into account in 
determining under this Act the cost of any property 
of a member of the consolidated group,-

that expenditure or loss shall be taken into account in 
detennining the cost of any property of members of the 
consolidated group_ 

Cf. 1976, No. 65, s. 191M 

SUBPART C-SPECIAL PARTNERSHIPS 

HC 1. Special partnerships-( 1) This section shall apply to 
a special partnership registered-

(a) On or after 1 August 1986; or 
(b) On or before 31 July 1986 if, and only if, the partnership 

obtains additional capital on or after 1 August 1986 
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from any source, other than additional capital 
obtained-

(i) From any partner who, prior to 1 Au~st 1986, 
became committed to provide further capItal to the 
partnership in instalments; or 

(ii) Prior to 1 April 1987 in order to meet any 
commitment involving the incurring of expenditure 
by the partnership under an unconditional contract 
entered into on or before 31 July 1986 by or on 
behalf of a general partner acting in the capacity of a 
general partner for the partnership, notwithstanding 
any change in the composition of tne special partners. 

(2) Notwithstanding anything in this Act, where in any 
income year a special partnership sustains a partnership loss,

(a) No deduction shall be allowed to any partner for any 
outgoing of the partnership; and 

(b) The income of the partnership shall be deemed not to 
have been derived by the partners. 

(3) A special partnership which has in any income year 
sustained a partnership loss (in this subsection referred to as the 
"loss") shalf, subject to this section, be entitled to claim that-

(a) The loss be carried forward to the income year 
immediately succeeding the income year in which the 
loss was incurred and deducted from or set off against 
the net income of the partnership, if any, for that 
immediately succeeding income year so far as that 
income extends; and 

(b) So far as it cannot then be deducted or set off, the loss be 
carried forward from that immediately succeeding 
year to the next succeeding income year and 
deducted from or set off against the net income of 
the partnership, if any, for that next succeeding 
income year, and so on. 

(4) Where partnership losses incurred in 2 or more income 
rears are carried forward in accordance with the provisions of 
this section those losses shall be deducted or set off in the same 
order as those losses were incurred. 

(5) If a special partnership claims, in accordance with 
subsection (3), to carry forward the whole or part of a 
partnership loss incurred by it in any income year to any later 
mcome year, the claim shall not be allowed unless the 
Commissioner is satisfied that, if at all times for the purposes of 
this Act,-

(a) The partnership had been a company; and 
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(b) The res~ective interests of partners in the partnership's 
certified capital had been shares in that company 
held by those partners,-

that partnership loss or part loss could have been carried 
forward to that later income year in accordance with the 
provisions of sections lE 1 and IF 1. 

(6) Where any partnership loss carried forward by a special 
partnership is deducted from or set off against the net income 
of the partnership for any income year, the partners in the 
partnership shall be deemed not to have derived that net 
income to the extent that the partnership loss is so deducted or 
set off. 

(7) Where the amount of any debt incurred by a special 
partnership has been taken into account in calculating any 
partnership loss sustained by the special partnership in any 
income year, and subsequently the liability of the special 
partnership in respect of that debt has been remitted or 
cancelled in whole or in part, the deduction or offset available 
under subsection (3) shall be reduced by the amount so 
remitted or cancelled. For the purposes of giving effect to this 
subsection, the Commissioner may at any time alter any 
assessment, notwithstanding the time bar. 

(8) Subject to subsection (2), where a special partnership pays 
an amount in respect of a debt to which subsection (7) applies, 
the amount paid shall be allowed, to the extent that it does not 
exceed that debt, as a deduction to the partners in the income 
year in which the payment is made. 

(9) For the purposes of subsection (7)-
(a) A debt shall be deemed to have been remitted to the 

extent to which the partners have been discharged 
from that liability without fully adequate 
consideration in money or money's worth: 

(b) A debt shall be deemed to have been cancelled to the 
extent to which the partners have been released from 
that liability by the operation of the Bankruptcy Act 
1908 or the Insolvency Act 1967 or the Companies 
Act 1955 or the Companies Act 1993 or the laws of 
any country or territory other than New Zealand, or 
by any deed or agreement of composition with the 
partnership'S creditors: 

(c) A debt shall be deemed to have been cancelled to the 
extent to which it has become irrecoverable or 
unenforceable by action through the lapse of time. 
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(10) Where a special partnership has furnished a return in 
respect of any income year and-

(a) The return shows, or pwports to show, that the 
partnership has sus tamed a partnership loss in the 
mcome year; or 

(b) Notwithstandin~ that the return shows, or p~orts to 
show, that m the income year the partnership has

(i) Derived net income; or 
(ii) Neither derived net income nor sustained a 

partnership loss,-
the Commissioner ascertains that the partnership 
sustained a partnership loss in the income year,-

the Commissioner shall determine the amount of the 
partnership loss sustained by the partnership and, for the 
purposes of sections 92 and 111 of the Tax Administration Act 
1994, that determination of loss shall be deemed to be a 
determination of loss (within the meaning of those sections) as 
if the special partnership were a taxpayer. 

(11) Where any special partnership first registered on or 
before 31 July 1986 is renewed or continued in conformity with 
section 58 of the Partnership Act 1908 (or, in relation to a 
special partnership formed in a country or territory outside 
New Zealand, in conformity with any provision similar or 
equivalent to that section) beyond the time originally agreed on 
for the duration of the partnership it shall be deemed, for the 
purposes of subsection (1), to have been registered on or before 
31 July 1986. 

(12) In this section-
"Additional capital", in relation to a special partnership, 

means-
(a) Any capital contributed by a partner: 
(b) Any capital used, or to be used, for the 

acquisition of any asset, other than trading stock, for 
use in the business of the partnership: 

"Allowable deduction", in relation to a special partnership 
and to any income year, means a deduction that is 
allowable, but for this section, under the provisions of 
this Act to the partners in the partnership for any 
outgoing of the partnership for the income year, as if 
all the partners were taxpayers resident in New 
Zealand: 

"Allowance" means an amount for which a deduction is 
allowable under this Act, other than any amount of 
expenditure or loss: 
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"Income", in relation to a special partnership and to any 
income year, means the gross income (being all the 
items and amounts that under the provisions of this 
Act are included in or are deemed to be income or 
assessable income) derived by the partners from the 
~)Usiness or businesses of the partnership in the 
mcome year: 

"Net income", in relation to a special partnership and to 
any income year, means the residue of the income of 
that partnership for the income year after deducting 
the allowable deductions of the partnership for the 
income year, calculated as if the partnership were a 
taxpayer resident in New Zealand incurring the 
outgoings and deriving the income of the partners in 
carrying on the business or businesses of the 
partnership: 

"Outgoing" means any expenditure, loss, or allowance: 
"Partnership loss", in relation to a special partnership and 

to any income year, means the excess (if any) of the 
allowable deductions of the partnership for the 
income year over the income of the partnership for 
the income year, calculated as if the partnership were 
a taxpayer resident in New Zealand incurring the 
outgoings and deriving the income of the partners in 
carrying on the business or businesses of the 
partnership: 

"Registered", in relation to a special partnership formed in 
a country or territory outside New Zealand, means 
registered in that country or territory by a procedure 
similar or equivalent to the registration of a special 
partnership under Part 11 of the Partnership Act 1908: 

"Special partnership" means-
(a) A special partnership registered under Part 11 of 

the Partnership Act 1908: 
(b) An association of persons registered as a special 

partnership under Part 11 of the Partnership Act 1908: 
(c) In relation to any country or territory outside 

New Zealand, a partnership or an association of 
persons formed in that country or territory which, if 
formed in New Zealand, would be registered as a 
special partnership under Part 11 of the Partnership 
Act 1908. 

er. 1976, No. 65, s. 211B; 1994, No. 76, s. 36 



1994, No. 164 Income Tax 

SUBPART D-PARTNERSHIPS 

2355 
s.HE 1 

HD 1. Assessment of partners, co-trustees, and joint 
venturers-( 1) When income is derived by 2 or more persons 
jointly, whether as partners, co·trustees, or otherwise,-

(a) In the case of trustees, they shall be jointly assessable on 
that income and jointly and severally liable for the 
tax so assessed: 

(b) In the case of partners there shall be no joint assessment, 
but each partner shall be separately assessed and 
liable for the tax payable on that partner's total 
income, including his or her share of the income of 
any firm in which that partner is a partner: 

(c) In any case other than that of co· trustees or partners, each 
person by whom income is so denved shall be 
assessed and liable for the amount of the person's 
share in the joint income. 

(2) This section shall not apply with respect to the income 
derived by an airport operator from activities that, in relation 
to that airport operator, are activities as an airport operator. 

C£ 1976, No. 65, ss. 10, 197A (8) 

SUBPART E-UNIT TRUSTS 

HE 1. Unit trusts-For the purposes of this Act-
(a) Every unit trust shall be deemed to be a company; and 
(b) The interests of the unit holders in the unit trust shall be 

deemed to be shares in the company; and 
(c) The unit holders shall be deemed to be shareholders in 

the company; and 
(d) There shall be deemed to be paid up in respect of shares 

of which a unit holder is aeemed to be the holder an 
amount equal to-

(i) The nominal amount of the interest of the unit 
holder in the unit trust; or 

(ii) In any case where that interest is not paid to the 
manager or trustee of the unit trust in full, or there is 
no nominal amount, the amount received by the 
manager or trustee in respect of that interest (not 
being in respect of a resale of that interest); and 

(e) Income derived by the trustees of a unit trust shall be 
deemed to be income derived by that unit trust; and 

(f) The trustees of a unit trust shall be assessable and liable to 
income tax as agent of the unit trust; and 
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(g) Sums periodically appropriated or paid for manager's and 
trustee's remuneration out of income derived by the 
trustees of a unit trust shall be treated as expenditure 
incurred in the production of that income. 

Cf. 1976, No. 65, s.211 

HE 2. Group investment funds-( 1) Any income derived 
by the trustee of a group investment fund from the investments 
and funds of the group investment fund shall, to the extent 
that-

(a) The income is category A income ofthe group investment 
fund, be deemed to be income to which tbe trustee of 
the group investment fund is beneficially entitled and 
the trustee shall make returns and be assessable and 
liable for income tax on that income accordingly: 

(b) The income is-
(i) Income derived from the investments and funds 

of any designated group investment fund; or 
(ii) Category B income of the group investment 

fund,-
be deemed to be income derived by a trustee and the 
trustee of the group investment fund shall make 
returns accordingly and shall be assessable and liable 
for income tax on that income in accordance with 
sections CL 2, DI3, GC 14, HH 1 to HH 6, HK. 14, 
and HZ 2. 

(2) For the purposes of this section, the current value of the 
investments and funds referred to in paragraphs (a) and (b) of 
the definition of "protected amount" in subsection (3) shall be 
the current value attributable to the investments and funds 
referred to in that paragraph (a) or, as the case may be, that 
paragraph (b) at any time in relation to which the protected 
amount is ascertained, as if the investments and funds referred 
to in that paragraph (a) or, as the case may be, that paragraph 
(b) compnsed an of the investments and funds in the group 
investment fund at that time. 

(3) In this section-
"Designated sources", in relation to a group investment 

fund, means-
(a) Any trust, other than the trust under which the 

group investment fund is established, being a trust-
(i) That is created-
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(A) By will or codicil or by order of 
Court varying or modifying the provisions 
of any will or codicil; or 

(B) On any intestacy (including any 
partial intestacy), or by order of Court 
varying or modifying, ID relation to any 
estate, the application of the law relating 
to the distribution of intestate estates; or 

(C) By order of Court; or 
(D) By any enactment; or 
(E) For the purpose of administering any 

funds, being compensation or other 
money arising from the death of, or injury 
to, any person; or 

(F) In order to vary the terms of a will or 
codicil or, in relation to any estate, to vary 
the application of the law relating to the 
distribution of intestate estates, in either 
case for the sole purpose of effecting a 
settlement out of Court of an application 
made or proposed to be made under the 
Family Protection Act 1955 or a claim or 
proposed claim to be made under the Law 
Reform (Testamentary Promises) Act 
1949, where the Commissioner is of the 
opinion that the terms are substantially 
the same as those likely to have been 
ordered by the Court; or 

(ii) That is not carried on for the private 
pecuniary profit of any individual and the 
funds of which are, in the opinion of the 
Commissioner, applied, wholly or 
principally, for benevolent, philanthropic, 
cultural, or public purposes within New 
Zealand,-

where the trustee of the group investment fund is a 
trustee of the trust first referred to in this paragraph; 
or 

(b) Any superannuation category 1 scheme or any 
superannuation category 2 scheme: 

"Protected amount", in relation to a group investment 
fund and to any time, means the aggregate of-
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(a) The current value of the investments and funds 
from designated sources invested as at that time in 
the group investment fund; and 

(b) The current value of the investments and funds 
that were invested in the group investment fund as at 
22 June 1983 as if those investments and funds had 
continued to be so invested up to the time first 
mentioned in this definition other than the part of 
those investments and funds that on that date were 
attributable to amounts from desi~ated sources;
and for the purposes of this definition the 
investments and funds that were invested in the 
group investment fund as at 22 June 1983 shall be 
deemed to include-

(c) Any money deposited between 15 June and 23 
June 1983 with the trustee of the group investment 
fund being money so deposited for investment in the 
group investment fund; and 

(d) Any money deposited between 22 June and 16 
July 1983 with the trustee of the group investment 
fund, being money so deposited for investment in the 
group investment fund which was, on or before 22 
June 1983, subject to a binding commitment to 
deposit that money: 

"Specified value", in relation to a group investment fund 
and to any income year, means the amount of the 
current value of all of the investments and funds of 
the group investment fund on the last day of the 
income year reduced by the amount that, on that 
day, is the protected amount. 

C£ 1976, No. 65, s. 211A 

SUBPART F-MUTUAL ASSOCIATIONS 

HF 1. profits of mutual associations in respect of 
transactions with members-( 1) Where in any income year 
an association enters into transactions with its members, or 
with its members and other persons, any profit or surplus 
arising in that income year from those transactions which 
would be included in the profits or gains of the association if 
the transactions were not of a mutual character shall be 
deemed to be profits or gains arising from those transactions 
and, subject to the deduction allowed under subsection (2), to 
be assessable income of the association derived in that income 
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year (such an association being referred to in this section as "an 
association to which this section applies"). 

(2) Subject to subsection (3), the Commissioner shall, in 
calculating the assessable income for any income year of an 
association to which this section applies, allow a deduction of 
the lesser of-

(a) The aggregate of the amounts of rebates, being rebates 
wruch-

(i) Are paid by the association to its members in 
respect of their transactions with the association in 
that income year, being transactions which are taken 
into account in calculating that assessable income; 
and 

(ii) Are calculated by reference to the amounts of 
those transactions, whether or not, in any case, any 
rebate is limited or reduced by reference to the 
amount of the share or interest of a member in the 
capital of the association: 

(b) The amount of profits attributable to those transactions 
(not being profits distributed to members by way of a 
cash distribution in resJ?ect of which a determination 
is made by the association under section ME 35 (1)(a)) 
as determined by the Commissioner. 

(3) Where an association to which this section applies is a 
statutory producer board,-

(a) Any deduction allowed under subsection (2) in respect of 
rebates paid by the producer board shall be the 
amount specified in subsection (2)(a), and nothing in 
subsection (2)(b) or subsection (4) or the proviso to 
subsection (5) shall apply in relation to any such 
deduction; and 

(b) The statutory producer board may elect whether the 
amount shall be deductible for the income year in 
which the rebates were paid, or for the income year 
in which occurred the transactions in respect of which 
the rebates were paid; and 

(c) Where any member of the statutory producer board to 
whom such a rebate is paid is itself a mutual 
association to which this section applies, the amount 
of the rebate shall be deemed to be assessable income 
of that association derived in the income year in 
which the rebate is deductible to the statutory 
producer board in accordance with its election under 
paragraph (b). 
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(4) For the purpose of making a determination under 
subsection (2)(0), the Commissioner may apportion any 
expenditure or loss (being expenditure or loss that is deductible 
under this Act) incurred by the association in the income year, 
in such manner as the Commissioner considers appropriate, 
between the transactions referred to in paragraph (a)(i) of that 
subsection and the transactions (being transactions that are 
taken into account in calculating the assessable income) in that 
income year with persons other than its members. 

(5) Where any rebate or part of a rebate paid to any member 
by an association to which this section applies is paid in respect 
of any transactions which are of such a nature that any 
payments in respect of those transactions by that member to 
the association, or by the association to that member, would be 
taken into account in calculating the assessable income of that 
member, that rebate, or that part of a rebate, shall form part of 
the assessable income (otherwise than as a dividend) of that 
member: 

Provided that where that rebate, or that part of a rebate, 
exceeds so much as is attributable to it of the deduction 
allowed under subsection (2), the amount of the excess shall be 
deemed to be a dividend within the meaning of section CF 2 
derived by that member. 

(6) For the pUf{>oses of this section, a rebate shall be deemed 
to have been paId to a person when it has been credited in 
account or otherwise dealt with in the person's interest or on 
the person's behalf. 

(7) Where a rebate or part of a rebate is satisfied-
(a) By the issue of fully paid.up or partly paid·up shares in an 

association (being a company) to which this section 
applies; or 

(b) By giving credit in respect of the whole or part of the 
amount unpaid on any shares in any such 
association,-

that rebate or part of a rebate shall be deemed not to be a 
bonus issue. 

(8) Every reference in this section to transactions as being 
transactions of an association with its members or transactions 
of members of an association with the association and as being, 
in either case, transactions that are taken into account in 
calculating the assessable income of the association shall be 
taken as a reference to transactions of anyone or more of the 
following classes: 
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(a) The purchase or other acquisition by the association of 
trading stock from a member of the association, 
whether that trading stock is sold or otherwise 
disposed of by the association to a member of the 
association or to any other person: 

(b) The sale or other disposition by the association of trading 
stock to a member of the association, whether that 
trading stock was purchased or otherwise acquired 
from a member of the association or from any other 
person: 

(c) The supply of any ~ervices by a member of the association 
to the assocIatIon: 

(d) The supply of any services by the association to a member 
of the association: 

(e) The borrowing by the association of money from a 
member of the association to the extent to which that 
money is applied in lending money to a member or 
members of the association: 

(f) The lending by the association of money to a member of 
the association: 

(g) In relation to an association that is a statutory producer 
board, produce transactions, and the payment of 
levies to the statutory producer board by its 
members. 

(9) In this section-
"Association" means any body or association of persons, 

whether incorporated or not: 

C-22 

"Member", in relation to an association that is a statutory 
producer board and to any income year, means any 
person who-

(a) Is liable in respect of that year to pay a levy to 
the statutory producer board; or 

(b) During that year, supplies produce or goods to 
the statutory producer board, in terms of the body's 
primary statutory functions: 

"Rebate" means any payment to its members by an 
association, being a payment that-

(a) !s ~ade by way of a distribution of profits of the 
asSOCIatIon; and 

(b) Is made not later than 6 months after the end of 
the trading year of the association in respect of which 
the payment is made;-
but does not include any such paxment to the extent 
that it forms part of a cash distnbution in respect of 
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which the association has made a detennmation 
under section ME 30 (1)(a) or section ME 35 (1)(a) or 
any distribution referred to in section CF 3 (1 )(i) or 
section CF 3 (1 )(j). 

Cf. 1976, No. 65, s. 199 

SUBPART G-QUAUFYING COMPANIES 

HG 1. Q,ualifying company regime-Subject to the 
express provisions of this Subpart, any company that-

(a) Is owned by 5 or fewer natural persons as counted in 
accordance with section OB 3; or 

(b) Is a flat ·owning comJ>any within the meaning of 
subsection (1)(b)(ii) of that section,-

and that otherwise meets the requirements of that section may, 
by making the appropriate elections,-

(c) Make distributions to its shareholders of its gains in such a 
fashion that the distributed gains are subjected to 
taxation; and 

(d) Where the company has only one class of shares, allocate 
its losses to its shareholders in such a fashion that the 
losses are dealt with for taxation purposes,-

in like manner to that which would have occurred had the 
company been a partnership. 

C£ 1976, No. 65, s. 393; 1994, No. 76, s. 60 

HG 2. Determination of effective interest in 
company-For the purposes of detennining a person's 
effective interest in a company in respect of any income 
year,-

(a) The person's voting interest and market value interest in 
tbe company at any time shall be detennined in 
accordallce with sections OD 2 to OD 5, but the 
person's voting interest and market value interest 
shall, except where otherwise specifically provided in 
this Subpart, be detennmed in accordance with those 
sections as if (in any case where the person is a 
company) the person were not a company and as if 
sections OD 3 (3)(c) and (d) and OD 4 (3)(c) and (d) did 
not apply: 

(b) Where die person's voting interest or market value 
interest varies at any time during the income year, 
the person's voting interest or market value interest 
for tbat year shall be equal to the weighted average 
of the person's voting interest or market value 

C--22* 
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~terest, as the case may be, for the whole of the 
mcome year: 

(c) In the case of a person who has made a shareholder 
election under section HG 4 (I) or section HG 4 (2) in 
respect of any income year,-

(i) The person (or, in the case of an election made 
under section HG 4 (2) by a person other than the 
trustee, the trustee (but only for the purposes of that 
election)) shall, if during that income year the person 
revokes that election under section HG 5 (I), be 
treated as having a nil voting interest and a nil market 
value interest during any period following the date on 
which the revocation takes effect under section HG 5 
(I )(b), unless the person makes a subsequent 
shareholder election during and in respect of the 
same income year and in respect of the company: 

(ii) If the shareholder election was made after the 
commencement of the income year, the person's 
voting interest and market value interest shall be 
determined in relation to that part of the income year 
that starts with the earliest day of the income year on 
which the person was a shareholder in the company, 
whether or not that date precedes the date on which 
the election was made: 

(d) In the case of a majority shareholder who has made a 
shareholder election under section HG 4 (3) in respect 
of a minority shareholder's shareholding,-

(i) The effective interest of the minority 
shareholder in respect of which the majority 
shareholder has elected to be liable shall be 
determined exclusive of any effective interest for 
which the minority shareholder is personally liable by 
virtue of an election made by the minority 
shareholder under section HG 4 (1) or section 
HG4 (2); and 

(ii) Where the majority shareholder's election is 
revoked under section HG 5 (1) or deemed to be 
revoked under section HG 5 (2)(d) or section 
HG 5 (2)(e), the effective interest of the minority 
shareholder for which the majority shareholder is 
liable shall be treated as nil for that part of the 
income year that follows the day on which the 
revocation took effect under section HG 5 (I)(b) or, as 
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the case may be, the day on which occurred the event 
specified in section HG 5 (2)(d) or section HG 5 (2)(e). 

Cf. 1976, No. 65, s. 393A 

HC S. Director elections, and revocation of director 
elections-( 1) A company shall only be a qualifying company 
where all persons who are directors of the company at the time 
of the notice of election have, by notice in writing to the 
Commissioner in such form as the Commissioner may allow, 
elected that the company should become a qualifying 
company. 

(2) Any election under this section shall take effect-
(a) If no later income year has been specified in the notice of 

election, on the first day of the income year of the 
company that succeeds the income year in which the 
notice is received by the Commissioner; or 

(b) In any case where a later income year has been so 
specified, on the first day of such later income 
year,-

and shall remain effective until the date upon which a 
revocation of that election takes effect in accordance with this 
section. 

(3) Notwithstanding subsection (2), any election under this 
section in relation to any company that has not previously been 
required to furnish an annual return of income under the 
Income Tax Act 1976 or the Tax Administration Act 1994 may 
take effect on the first day of the company's first income year if 
the notice of election so requests and is received by the 
Commissioner not later than the time allowed in accordance 
with section 37 of the Tax Administration Act 1994 for the 
furnishing of a return of income in respect of that first income 
year of the company. 

(4) A director election may be revoked only by resolution of 
the board of directors notified in writing to the Commissioner 
in such form as the Commissioner may allow. 

(5) Any such revocation shall take effect on the later of
(a) The beginning of the income year in which the notice of 

revocation is received by the Commissioner; or 
(b) The beginning of such other income year as may be 

specified in the notice. 
Cf. 1976, No. 65, s.393c 

HC 4. Shareholder elections-(I) A company may only be 
a qualifying company where each shareholder in that company 
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who is sui juris has by notice in writing to the Commissioner in 
such fonn as the Commissioner may aIlow-

(a) Elected that the company should become a qualifying 
company; and 

(b) Elected to be personally liable in respect of each income 
year during which the election is at any time in effect 
for such percentage of-

(i) Any income tax assessed as being payable in 
respect of that income year by that company under 
section BB 1; and 

(ii) Any income tax for which the company may be 
liable in respect of that income year in accordance 
with an election by the company under this section as 
a shareholder in another company,-
as is equal to the shareholder's effective interest in the 
company for the relevant income year. 

(2) Where any shareholder in a company is a trustee, that 
trustee shall not be treated as having made an election in 
accordance with subsection (1) or subsection (3) unless both the 
trustee and anyone or more natural persons who are sui juris 
(being in each case a beneficiary of the trust, or, where no 
beneficiary of the trust is sui juris, being a natural person (who 
may also be the trustee) assuming liability on behalf of 
beneficiaries) have, by notice in writing to the Commissioner in 
such fonn as the Commissioner may aIlow,-

(a) Elected that the company should become a qualifying 
company; and 

(b) Elected to be personally (in the case of any such 
beneficiary or natural person (who may also be the 
trustee) assuming liability on behalf of beneficiaries) 
or to the extent of the net assets subject to the trust 
(in the case of the trustee), jointly and severally liable 
in respect of each income year during which the 
election is at any time in effect for such percentage of 
any income tax payable in res{>ect of that income 
rear by the company under sectIon BB 1, and of any 
mcome tax for which the company may be liable in 
respect of that income year in accordance with an 
election by the company under this section as a 
shareholder in another company, as is equal to-

(i) In the case of an election made in accordance 
with subsection (1), the effective interest in the 
company of the trustee as a shareholder of the 
company for that income year; or 
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(ii) In the case of an election made in accordance 
with subsection (3), the effective interest of the 
:elevant other shareholder in the company for that 
mcome year. 

(3) Where-
(a) The effective interest of any shareholder (in this 

subsection referred to as the "minority shareholder") 
in a company at the time at which the election 
referred to in paragraph (b) is made is less than 50%; 
and 

(b) Anyone or more other shareholders (in this subsection 
referred to as the "majority shareholders") in the 
company whose effective interests in that company at 
that time aggregate 50% or more have, in addition to 
any other election the majority shareholders have 
made in accordance with this section,-

(i) Elected that the company should become a 
qualifying company; and 

(ii) Elected to be personally and (in the case of more 
than one majority shareholder) jointly and severally 
liable for each income year during which the election 
remains in effect for such percentage of any income 
tax payable in respect of that income year by the 
company under section BB 1, and of any income tax 
for which the company may be liable in respect of 
that income year by virtue of an election by the 
company under this section as a shareholder in 
another company, as is equal to the minority 
shareholder's effective interest in the company at the 
time of election and subsequently from time to 
time,-

the minority shareholder shall, for the purposes only of section 
OB 3 (1 l(f), be treated as having made an erection in accordance 
with subsection (1) of this section in respect of the minority 
shareholder's shareholding in the company at the time of 
election. 

(4) Any election made in accordance with this section in 
relation to any company shall take effect-

(a) In the case of an election made at a time when the 
company is not already a qualifying company,-

(i) If no later income year has been specified in the 
notice of election, on the first day of the income ,ear 
of the company that succeeds the income year 0 the 
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company ill which the notice is received by the 
Commissioner; or 

(ii) In any case where a later income year has been 
specified, on the first day of that later income year; or 

(b) In the case of an election made at a time when the 
company is already a qualifying company, on the 
date on which the Commissioner receives written 
notice of the election. 

(5) Notwithstanding subsection (4)(a), any election under this 
section in relation to any company that has not previously been 
required to furnish an annUal return of income under the 
Income Tax Act 1976 or the Tax Administration Act 1994 may, 
take effect on the first day of the company's first income year If 
the notice of election so requests and is received by the 
Commissioner not later than the time allowed in accordance 
with section 37 of the Tax Administration Act 1994 for the 
furnishing of a return of income in respect of that first income 
year of the company. 

Cf. 1976, No. 65, s.3930 

HC 5. Revocation of shareholder elections-(1) A 
shareholder election made by any person may be revoked by 
that person by notice in writing furnished to both the 
Commissioner and the company in such form as the 
Commissioner may allow, and any such revocation shall, 
subject to sections HG 6 and HG 7, take effect-

(a) For the purposes only of section OB 3 (1)(~,-
(i) If no later income year has been specified in the 

notice of revocation, on the first day of the income 
year in which the notice is received by the 
Commissioner; or 

(ii) On the first day of such later income year as 
may be specified in the notice: 

(b) For the p~ose of determining in any appropriate case 
the effective interest in the company of the person 
making the revocation, on the date on which both the 
Commissioner and the company have received 
written notice of the revocation, or on such later date 
as may be specified in the notice of revocation. 

(2) A shareholder election made by any person shall be 
deemed to be revoked-

(a) Upon the death of the person: 
(b) Upon the sale or other disposal of all the shares in the 

shareholding in relation to which the election was 



2368 
s.HG5 

Income Tax 1994, No. 164 

made (unless those shares are sold or otherwise 
disposed of to an existing shareholder in the company 
for whose shareholding a valid shareholder election is 
already in effect): 

(c) In the case of an election made under section HG 4 (2) or 
section HG 4 (3) by both a trustee and a natural 
person assuming liability on behalf of the 
beneficiaries of a trust none of whom is sui juris, upon 
any beneficiary of the trust becoming sui juris: 

(d) In any case where the effective interest in the company of 
a minority shareholder in respect of whom an 
election has been made under section HG 4 (3) 
increases to 50% or more, upon that effective interest 
attaining 50% or more: 

(e) In any case where the effective interest or aggregate 
effective interests in the company of any majority 
shareholder or shareholders who have made an 
election under section HG 4 (3) falls below 50%, upon 
the effective interest or aggregate effective interests 
falling below 50%: 

(f) In the case of an election jointly made by 2 or more 
persons, upon any revocation or deemed revocation 
taking effect in respect of anyone of those persons 
and that election,-

and any such deemed revocation shall, subject to sections HG 6 
and HG 7, take effect for the purposes of section OB 3 (1)(f) on 
the first day of the income year in which occurred the event 
giving rise to the deemed revocation. 

C£ 1976, No. 65, s. 393E 

HG 6. Period of grace for new elections following 
death, revocation of shareholder election, issue of new 
shares, etc.-(I) A company shall not cease to be a qualifying 
company at any time as a result only of the death of a 
shareholder or any other person, if-

(a) That company would have been a qualifying company at 
that tune but for that death; and 

(b) That company meets (and, subject to this section, 
subsequently continues to meet) all the requirements 
of section OB 3 (1) at some time falling within-

(i) The period of 12 months immediately 
succeeding that death; or 

(ii) Such extended period as the Commissioner may 
allow on the application of the company, the personal 
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representative of a deceased shareholder, or any 
other person who may make any relevant 
shareholder election. 

(2) A company shall not cease to be a qualifying company by 
reason only of a failure to comply with section OB 3 (l)(f) due 
to the revocation or deemed revocation of any shareholder 
election if-

(a) In the case of a revocation made by a person by notice in 
writing to both the Commissioner and the company 
under section HG 5 (1), any other person makes or is 
deemed to make a shareholder election in respect of 
all of the shareholding to which the revocation relates 
within-

(i) The period of 63 days immediately succeeding 
the date of receipt by the company of the written 
notice of revocation; or 

(ii) Such extended period as the Commissioner may 
allow on the application of the company or of a 
person who may make an election in respect of the 
shareholding: 

(b) In the case of a shareholder election deemed to be 
revoked under any of paragraphs (b) to (e) of section 
HG 5 (2), a valid shareholder election is made (or is 
already in effect) in respect of all of the shareholding 
to which the revoked e1ection relates within-

(i) The period of 63 days immediately succeeding 
the event that gave rise to the deemed revocation; or 

(ii) Such extended period as the Commissioner may 
allow on the application of the company or any 
person who may make it shareholder election in 
respect of the shareholding: 

(c) In the case of a joindy made shareholder election deemed 
to be revoked under section HG 5 (2) by reason of a 
revocation taking effect in respect of anyone of the 
persons making the election, any person or persons 
who may make a shareholder election in respect of 
the relevant shareholding make that election within 
the period specified under whichever of subsection (1) 
or paragrapb (a) or paragraph (b) of this subsection 
applies to the cause of the revocation. 

(3) A company shall not cease to be a qualifying company by 
reason only of a failure to comply with section OB 3 (l)(f) due 
to-
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(a) The acquisition of shares in the company by a person 
other than an existing shareholder (whether by 
purchase, issue, or otherwise); or 

(b) An existing shareholder becoming sui juris,-
if, within the period of 63 days following the date upon which 
the shares were acquired or the shareholder became sui juris, or 
within such extended period as the Commissioner may allow 
on the application of the new shareholder or the newly sui juris 
shareholder, or of any other person who may make a 
shareholder election in respect of the relevant shareholding, a 
valid shareholder election is made in respect of that 
shareholding. 

C£ 1976, No. 65, s. 393F; 1994, No. 76, s. 61 

HC 7. Date on which non-complying company ceases 
to be qualifying company, and Commissioner's power to 
defer-( 1) Where a company ceases to comply with any of the 
requirements of section OB 3 (1) the company shall, subject to 
subsection (2), cease to be a qualifying company with effect on 
and after the first day of the income year in which the failure to 
comply occurred, whether or not it was known or possible to 
ascertain at that time that the company had so ceased to 
comply. 

(2) Where in respect of any company that would, but for this 
subsection, cease on the first day of any income year to be a 
qualifying company by reason of any event occurrmg or failing 
to occur at or by any particular time within that income year, 
the Commissioner is satisfied that-

(a) At the particular time the company did not know and 
could not reasonably be expected to have known or 
ascertained that it would so cease to be a qualifying 
company, whether by reason of-

(i) A reasonable exp,ectation that the company 
would continue to qualify as a qualifying company by 
virtue of a substitute election or other appropriate 
event occurring within any period specified in or 
allowed under section HG 6 or section HG 15 (3); or 

(ii) A reasonable expectation that the company 
would not fail to comply with section OB 3 (1)(d); or 

(ill) A reasonable belief that qualifying company 
dividend income derived by a trustee referred to in 
section OB 3 (1)(c)(ii) would be distributed, and 
qualify, as beneficiary income,-
or otherwise; and 
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(b) Having regard to-
(i) The period of time that has elapsed between the 

beginning of the income year and the date of failure 
to comply with any of the requirements of section 
OB 3 (1); and 

(ii) The period of time that has elapsed between the 
date of failure to comply with any of the 
requirements and the date on which that failure 
became known, or could reasonably be expected to 
have become known, to the company; and 

(iii) Any transactions of the company during any 
such penod; and 

(iv) Any other relevant circumstances,-
it would be unduly harsh or otherwise inappropriate 
to treat the company as havin$. cease3 for the 
purposes of this Act to be a qualitying company,-

the Commissioner may, on the application of the company 
supported by such accounts or other information as the 
Commissioner may require, defer until the first day of a later 
income year than that specified under subsection (1) the date 
on which the company will be treated as ceasing to be a 
qualifying company; and this Act and the Tax Administration 
Act 1994 shall accordingly apply in respect of the company, and 
its shareholders as if the company had ceased to be a qualifying 
company on that later date. 

Cf. 1976, No. 65, s. 393G 

HC 8. Liability of electing shareholder for income tax 
of company-(I) Where anYjerson elects in accordance with 
any of subsections (1), (2), an (3) of section HG 4 to be liable 
for a percentage of any income tax payable by a company 
then, while the Commissioner shall assess the company in the 
first instance,-

(a) The Commissioner may assess that person, and where the 
Commissioner does so the person shall be assessable 
and liable as agent under this Act accordingly, as if 
the person were an agent for the company, for such 
percentage of the income tax payable by the 
company (including any income tax payable by the 
company by virtue of a shareholder election made by 
the company) in respect of any income year during 
which th.e company IS a qualifying company and the 
election is at any time in effect as is equal to that 
person's effective interest (and, where appropriate, 
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the effective interest of a minority shareholder) in the 
company in respect of the year; and 

(b) No assessment of the company in respect of that income 
tax shall preclude an assessment of that person for 
the income tax, and no assessment of that person in 
respect of the income tax shall preclude an 
assessment of the company for the income tax. 

(2) Where a person who is liable under this section for a 
percentage of the tax payable by a qualifying company first 
acquires shares in the company, or sells or otlierwise disposes 
of that person's whole shareholding in the company, during an 
income year, the Commissioner may reduce the percentage of 
tax for which the person is liable if-

(a) The person satisfies the Commissioner, with the support 
of adequate accounts and such other information as 
the Commissioner may require, that the proportion 
of the company's tax liability that is attributable to 
the part of the income year in which the person was a 
shareholder in the company is smaller than the 
proportion that that part income year bears to the 
whole income year; and 

(b) The Commissioner is satisfied in all the circumstances 
that it would be appropriate to reduce the person's 
liability to tax accordingly;-

and, where the Commissioner so reduces the percentage of tax 
liability, the person's assessability and liability under this 
section shall be determined in relation to that reduced 
percentage accordingly. 

C£ 1976, No. 65, s.393H 

HG 9. Taxation of shareholders in qualifying 
companies-( 1) Where any qualifying company pays a 
dividend to any shareholder resident in New Zealand, the 
provisions of section HG 13 shall apply in relation to that 
ilividend. 

(2) Where in any income year a loss attributing qualifying 
company incurs a loss, the provisions of sections HG 16 and 
HG 1 7 shall apply to the shareholders in the company in 
relation to that loss. 

(3) Notwithstanding any other provision of this Act, where in 
any income year any shareholder in a qualifying company 
incurs any interest expenditure in respect of money borrowed 
to acquire shares in that company, in calculating the income of 
that shareholder in respect of that income year no deduction 
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shall be allowed under section DD 1 for that interest 
expenditure to the extent of the amount of any non·cash 
dividends (other than taxable bonus issues) which that 
shareholder derives from that company in that income year. 

(4) For the purpose only of determining whether a deduction 
is allowed under section DD 1 for interest expenditure incurred 
in respect of money borrowed to acquire shares in a qualifying 
company-

(a) Section HG 13 shall be treated as not applying to exempt 
from income tax distributions from a qualifying 
company to a shareholder of that company; and 

(b) Those distributions shall be treated as excluded from the 
definition of "dividends" under section CF 2. 

(5) For the purposes of subsection (3), dividends to which 
section CF 2 (11) applies shall not be deemed to be paid and 
derived on the earlier of the dates specified in paragraph (a) (i) 
and (ii) of section CF 2 (11), but shall instead be deemed to be 
paid and derived at the end of the quarter in respect of which 
the amount of the dividend is determined under that 
paragraph. 

Cf. 1976, No. 65, s. 3931 

HG 10. Taxation of qualifying company-Notwith. 
standing any other provision of this Act,-

(a) Section CB 10 shall not apply to exempt from tax any 
dividend derived by a comf>any which has been at 
any time before the date of derivation a qualifying 
company, except to the extent that the dividend is a 
dividend to which section CB 10 (1) applies; and 

(b) Section IG 2 (2) shall not apply to permit any qualifying 
company to deduct any amount on account of-

(i) The loss of any other company; or 
(ii) A payment made to any other company,

unless the other company is also a qualifying 
company. 

Cf. 1976, No. 65, s. 393J 

HG 11. Taxation on election to become qualifying 
company-(I) Where at any time any company not a 
qualifying company becomes a qualifying company, that 
company shall be liable to pay a special tax by way of an 
income tax known as qualifying company election tax. 
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(2) The amount of qualifying company election tax payable 
by any company shall be an amount (not being less than nil) 
calculated in accordance with the following formula: 

(a+c-b-a) Xd 

where-
a is the aggregate of any amounts which would be 

dividends for the purposes of this Act if, at the time 
~referred to in this section and section HG 12 as the 
'relevant time") immediately preceding the time at 

which the company became a qualifying company-
(i) The company had disposed of all its tangible and 

intangible property (other than cash) to an unrelated 
person at the relevant time for amounts of cash equal 
to the market value of such property at the relevant 
time; and 

(ii) The company had repaid or otherwise met all of 
its liabilities at the relevant time (not being income 
tax payable as a result of the disposition of property 
or meeting of liabilities) for amounts of cash equal to 
the market value of such liabilities to a purchaser of 
such liabilities at the relevant time; and 

(iii) The company had then been liquidated and 
any amounts of cash remaining (whether arising from 
the disposition or otherwise) had been distributed to 
its shareholders (without imputation credits or 
dividend withholding payment credits attached); and 

(iv) Paragraph (i) of item j of the formula in the 
defulltion ot "transitional capital amount" were 
repealed; and 

b is the aggregate of the assessable income which 
would be derived by the company at the relevant 
time from takins.- the actions described in 
paragraphs (i) and (h) of item a, after deduction of all 
amounts of expenditure or loss incurred in taking 
such actions that would be deductible under this Act 
in calculating such assessable income; and 

c is, subject to subsection (4), the aggregate of the 
following amounts: 

(a) The amount of the balance in the company's 
imputation credit account immediately before the 
time at which the company became a qualifying 
company: 
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(b) The amount of the balance in the company's 
dividend withholding payment account immediately 
before the time at wruch the company became a 
qualifying company: 

(c) Any amount of income tax that-
(i) Is payable by the company in relation to an 

income year earlier than that in which 
the company became a qualifying 
company; and 

(ii) Has not been paid by the company before 
the time it became a qualifyiIig company; 
and 

(iii) Is tax that, when paid, gives rise to a credit to 
the company's imputation credit account 
under section ME 4,-

less the amount of any income tax refund due in 
respect of any such earlier year that is paid to the 
company, or credited or avanable to be credited in 
payment of any income tax liability of the company, 
after the time it became a qualifYing company and 
that gives rise, when paid or credited, to a debit to 
the company's imputation credit account under 
section ME 5: 

(d) Any amount of dividend withholding payment 
that-

(i) Is payable by the company in relation to 
dividends received oefore the time the 
company became a qualifying company; 
and 

(ii) Has not been paid by the company before 
that time,-

less the amount of any refund of dividend 
withholding payment made or due after that time to 
the company in relation to dividend withholding 
payment paid in respect of dividends received before 
that time; and 

d is the rate of resident companies' income tax, 
expressed as a decimal, stated in clause 5 of Part A of 
Schedule 1 and applying in the income year of the 
company in whicli the relevant time falls. 

(3) Where in any income year (in this section referred to as 
the "relevant year") any company not a qualifying company 
becomes a q.Ualifying company, that company sW not be 
entitled by VIrtue of any of sections lE 1, lE 3, lE 4, IF 1, and 
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IF 3 to carry forward any losses incurred by that company in 
income years before the relevant year to the relevant year or 
any later income year or years. 

(4) For the purposes of this section, there shall be deducted, 
when calculatmg the amount of item c of the formula specified 
in subsection (2), any amount of credit to the company's 
imputation credit account or dividend withholding payment 
credit account which results from any payment of income tax 
or dividend withholding payment made by the company with a 
purpose or intention (other than a merely incidental purpose) of 
reducing the amount of qualifying company erectIon tax 
payable by the company. 

Cf. 1976, No. 65, s. 393K; 1994, No. 76, ss. 62, 91 

HC 12. Payment of qualifying company election tax
(1) Every company liable to pay qualifyfug company election 
tax in accordance with section HG 11 shall-

(a) Make payment to the Commissioner of the qualiTng 
company election tax not later than the date specified 
in accordance with section MB 10 (2) or section 
MC 2 (2) upon which is due and payable all income 
tax payable by the company in respect of the income 
year in which the relevant time (as defined in section 
HG 11 (2)) falls (not being income tax previously due 
and payable); and 

(b) At the same time as making that payment, furnish to the 
Commissioner a return in a form prescribed by the 
Commissioner, setting out such details as are required 
in that form. 

(2) Subject to this section, and to sections 94 and 147 of the 
Tax Administration Act 1994, the provisions of this Act and of 
the Tax Administration Act 1994, so far as they are applicable 
and with any necessary modifications, shall apply witli respect 
to qualifying company election tax, and to any additional tax 
payable under section 147 of the Tax Administration Act 1994, 
as if it were income tax levied under section BB 1 of this Act, 
but nothing in this section shall be so construed as to include 
qualifying company election tax or any such additional tax in 
the expressions "income tax" or "tax' for the purposes of-

(a) Tbe provisions listed in section OZ 1 (3)(a) to (0) of this 
Act; or 

(b) The provisional tax rules; or 
(c) Sections 121 and 122 of the Tax Administration Act 1994. 

C£ 1976, No. 65, s. 393L (1), (7) 
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HG 13. Dividends from quali£p.ng company-(l) Where 
any qualifying company pays a diVIdend to any person (in this 
section referred to as the "shareholder") resIdent in New 
Zealand-

(a) That dividend shall be income of the shareholder exempt 
from income tax to the extent to which the dividend 
exceeds the aggregate of-

(i) The amount calculated in accordance with the 
following formula: 

a+b 
c 

where-
a is the amount of the imputation credit 

deemed to have been attached to the 
dividend in accordance with subsection (3) 
(which amount shall be zero where no 
imputation credit is attached); and 

b is the amount of the dividend withholding 
payment credit deemed to have been 
attached to the dividend in accordance with 
subsection (4) (which amount shall be zero 
where no dividend withholding payment 
credit is attached); and 

c is the rate of resident companies' income 
tax, expressed as a decimal, stated in clause 
5 of Part A of Schedule 1 and applying in 
respect of the income year of the 
shareholder in which the dividend is 
derived; and 

(ii) The amount of the dividend which would not be 
a dividend if para~aph (i) of item j of the formula in 
the definition of 'transitional capItal amount" were 
repealed,-
and the amount of any such imputation credit or 
dividend withholding payment credit shall, for the 
purposes of this Act, be deemed to be attached to 
that part of the dividend which is not so exempt from 
income tax; and 

(b) The whole of that dividend shall not constitute resident 
withholding income for the purposes of the RWT 
rules; and 

(c) Where for any income year-
(i) The shareholder has a late balance date; and 
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(ii) The dividend is derived in the period between 
the preceding 31 March and that balance date,
the dividend shall, notwithstanding section 38 of the 
Tax Administration Act 1994, be treated for the 
purposes of this Act as if derived by the shareholder 
immediately following that balance date. 

(2) Notwithstanding the imputation rules or the dividend 
withholding payment rules, no qualifying company shall 
attach-

(a) An imputation credit to any dividend paid by that 
company except in accordance with subsection (3); or 

(b) A dividend withholding payment credit to any dividend 
paid by that company except in accordance with 
subsection (4). 

(3) A qualifying company which is an imputation credit 
account company shall, with respect to any dividend (not being 
a non-cash dividend other than a taxable bonus issue) y~d 
during any imputation year while that company is a qualitying 
company, be deemed to have attached an imputation credit to 
that diVIdend equal to the lesser of-

(a) The maximum imputation credit which may be attached 
to that dividend by virtue of section ME 8 (1); and 

(b) An amount calculated in accordance with the following 
formula: 

where-

aXb 
c 

a is the balance in the company's imputation 
credit account on the last day of the 
imputation year in which the dividend is 
prud, being the balance before any debit is 
made for the attachment in accordance 
with this subsection of imputation credits to 
dividends paid by the company during the 
imputation year; and 

b is the amount of the dividend before 
attachment of any imputation credits; and 

c is the aggregate amount of all dividends 
(not being non-cash dividends other than 
taxable bonus issues) paid by the company 
during the imputation year before 
attachment of any imputation credits. 
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(4) A qualifying company which is a dividend withholding 
payment account company shall, with respect to any dividend 
(not being a non-cash dividend other than a taxable bonus 
issue) paid during any imputation year while that company is a 
qualifYing company, be deemed to have attached a dividend 
withholdfug payment credit to that dividend equal to the lesser 
of-

(a) The maximum dividend withholding payment credit 
which may be attached to that dividend by virtue of 
sections MC 8 (1) and MC 10 (1) (after taking into 
account for the purposes of section MC 10 (1) any 
imputation credit attached to that dividend under 
subsection (3)); and 

(b) An amount calculated in accordance with the following 
formula: 

where-

dXe 
f 

d is the balance in the company's dividend 
withholding payment account on the last 
day of the imputation year in which the 
dividend is paid, being the balance before 
any debit is made for the attachment in 
accordance with this subsection of dividend 
withholding payment credits to dividends 
paid by the company during the imputation 
year; and 

e is the amount of the dividend before 
attachment of any dividend withholding 
payment credits; and 

f is the aggregate amount of all dividends 
(not being non-cash dividends other than 
taxable bonus issues) paid by the company 
during the imputation lear before 
attachment of any dividen withholding 
payment credits. 

(5) Where a company has in any imputation year paid any 
dividends (not being non-cash dividends other than taxable 
bonus issues)-

(a) The amount of any imputation credit attached to any of 
those dividends in accordance with subsection (3) 
shall, for the purposes of section ME 5, be a debit to 
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the company's imputation credit account arising on 
the date the company paid the dividend; and 

(b) The amount of any dividend withholding payment credit 
attached to any of those dividends in accordance with 
subsection (4) shall, for the purposes of section MC 5, 
be a debit to the company's dividend withholding 
payment credit account arising on the date the 
company paid the dividend; and 

(c) The company shall complete a company dividend 
statement in accordance with section 67 (1) of the 
Tax Administration Act 1994 in respect of all 
dividends (not being non·cash dividends other than 
taxable bonus issues) so paid (whether or not any 
imputation credits or dividend withholding payment 
credits are attached), which company dividend 
statement shall-

(i) Detail the extent (if any) to which any of the 
dividends are income subject to income tax and the 
extent (if any) to which any of the dividends are 
exempt from income tax by virtue of subsection (1) of 
this section; and 

(ii) Be completed by the 31 May first succeeding 
the last day of the imputation year in which the 
dividends were paid; and 

(d) The company shall complete a shareholder dividend 
statement in accordance with section 29 of the Tax 
Administration Act 1994 in respect of all dividends 
(not being non·cash dividends other than taxable 
bonus issues) paid to the shareholder in the 
imputation year (whether or not any imputation 
credits or dividend withholding payment credits are 
attached), which shareholder ilividend statement 
shall-

(i) Detail the extent (if any) to which any of the 
dividends are income subject to income tax and the 
extent (if any) to which any of the dividends are 
exempt from income tax by virtue of subsection (1) of 
this section; and 

(ii) Be given by the 31 May first succeeding the last 
day of the imputation year in which the dividends 
were paid; and 

(e) In addition to the information to be included in a 
shareholder dividend statement under paragraph (d), 
the company shall, where it is requested to do so by 
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the shareholder, include in the shareholder dividend 
statement a statement of the amount of non-cash 
dividends paid to the shareholder during the 
imputation year. 

(6) Sections ME 5 (l)(i) and MC 5 (l)(i) shall not apply in the 
case of any qualifying company, but in the event that any 
qualifying company ceases to be a qualifying company-

(a) Subsections (3) and (4) of this section shall apply with 
respect to the imputation year in which occurs the 
day (in this subsection referred to as the "relevant 
date') that immediately precedes the day on which 
the company ceases to be a qualifying company as if 
references in those subsections to an Imputation year 
were references to the period commencing with the 
first day of the imputatIon year and ending with the 
close of the relevant date; and 

(b) There shall be a debit recorded in the company's 
imputation credit account on the relevant date equal 
to the lesser of-

(i) The excess (if any) of the balance in the 
company's imputation credit account on the relevant 
date (bemg that balance before the attachment of any 
imputation credits in accordance with subsection (3)) 
over the amount of such credits attached in 
accordance with subsection (3); and 

(ii) Any debit (and, if more than one, the greatest in 
amount) which would have arisen before the relevant 
date to the company's imputation credit account by 
virtue of the application of section ME 5 (1 )(i) had this 
subsection not applied; and 

(c) There shall be a debit recorded in the company's dividend 
withholding payment credit account on the relevant 
date equal to the lesser of-

(i) The excess (if any) of the balance in the 
company's dividend WIthholding payment credit 
account on the relevant date (being that balance 
before the attachment of any dividend withholding 
payment credits in accordance with subsection (4)) 
over the amount of such credits attached in 
accordance with subsection (4); and 

(ii) Any debit (and, if more than one, the greatest in 
amount) which would have arisen before the relevant 
date to the company's dividend withholding payment 
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credit account by virtue of the application of section 
MC 5 (1)(i) had this subsection not applied. 

C£ 1976, No. 65, s. 393M; 1994, No. 76, s. 63 

HG 14. Loss attributing qualifying companies-A 
company shall in respect of any income year be a loss 
attributing qualifying company to which section HC 16 applies 
where-

(a) The comp~y is at all times in the income year a 
qualitying company; and 

(b) Each share in the company carries at all times in the 
income year the same-

(i) Right to exercise voting power and participate in 
any decision-making at any time conceming-

(A) The distributions to be made by the 
company; and 

(B) The constitution of the company; and 
(C) Any variation in the capital of the company; 

and 
(D) The appointment or election of directors of 

the company; and 
(ii) Right (in terms of priority, amount payable per 

share, and otherwise) to receive or have dealt with in 
the shareholder's interest or on the shareholder's 
behalf-

(A) Profits that may be distributed at any time 
by the company; and 

(B) Distributions of assets of the company on 
any acquisition, redemption, or other 
cancellation by the company of its shares 
or other reduction in or return of share 
capital of the company, whether on its 
liquidation or otherwise-

as each other share in the company; and 
(c) A notice in writing in such form as the Commissioner may 

allow electing that the company be a loss attributing 
qualifying company-

(i) Is executed by each person who is sui juris and is 
at the date on which the notice is furnished a 
shareholder or a director in the company; and 

(ii) Is received by the Commissioner before the first 
day of the income year, or, in the case of a company 
that has not previously been required to furnish an 
annual return of income under the Income Tax Act 
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1976 or the Tax Administration Act 1994, before the 
time specified in section HG 4 (5) of this Act as that 
by which notice of shareholder elections in respect of 
the company and that income year is required to be 
furnished to the Commissioner; and 

(iii) Subject to section HG 15 (3), has not been 
revoked; and 

(d) No share in the company has, at any time during that 
income year, in the opinion of the Commissioner 
been subject to any arrangement or series of related 
or connected arrangements for the purpose, or for 
purposes including the purpose, of making the 
company a company to wmcli this section applies so 
as to defeat the intent and application of this section. 

Cf. 1976, No. 65, s. 393N; 1994, No. 76, s. 64 

HG 15. Revocation of loss attribution elections, and 
new elections-( 1) Any notice of election made in respect of 
any loss attributing qualifying company in accordance with 
section HG 14 (c) may be revoked-

(a) By resolution of the board of directors of the company; or 
(b) By anyone or more shareholders of the company who are 

sui juris and whose effective interests in the company 
aggregate not less than 50%; or 

(c) Where the effective interests in the company of all sui juris 
shareholders aggregate less than 50%, jointly by all sui 
juris shareholders of the company,-

by furnishing to the Commissioner a notice in writing in such 
form as the Commissioner may allow. 

(2) A revocation under subsection (1) shall take effect on the 
latest of-

(a) The first day of the income year of the company in which 
the notice was furnished to both the Commissioner 
and the company; or 

(b) The first day of such later income year as is specified in 
the notice of revocation; or 

(c) The first day of such later income year as the 
Commissioner may specify, where-

(i) Having regard to the criteria referred to in 
section HG 7 (2), the Commissioner considers it 
appropriate to defer the date on which the comp~y 
would cease to be a loss attributing qualitying 
company, and thus a qualifying company; and 

(ii) The company applies for such a deferral. 
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(3) Any notice of election made in respect of any loss 
attributing qualifying company in accordance with section 
HG 14 (c) shall be deemed to be revoked upon the death of any 
shareholder in the company, or upon any sale or other disposal 
of shares or issue of new shares in the company to any person 
other than an existing shareholder in the company, but 
where-

(a) Within the period of 12 months immediately succeeding 
the death, or within such extended period as the 
Commissioner may allow; or 

(b) Within the period of 63 days immediately succeeding the 
sale or disposal or issue of the shares, or within such 
extended period as the Commissioner may allow,

a further notice of election in such form as the Commissioner 
may allow is furnished to the Commissioner in compliance with 
section HG 14 (cl, the company shall not cease to be a loss 
attributing qualifying company by reason of the deemed 
revocation. 

(4) Any deemed revocation under subsection (3) shall take 
effect-

(a) On the first day of the income year in which occurred the 
event giving rise to the deemed revocation; or 

(b) On the first day of such later income year as the 
Commissioner may specify, where-

(i) Having regard to the criteria referred to in 
section HG 7 (2), the Commissioner considers it 
appropriate to defer the date on which the co~P~y 
would cease to be a loss attributing quaIitying 
company, and thus a qualifying company; and 

(ii) The company applies for such a deferral. 
Cf. 1976, No. 65, s. 3930; 1994, No. 76, s. 65 

HC 16. Losses of loss attributing qualifying company 
to be attributed to shareholders-( 1) Subject to section 
HG 1 7, where a loss attributing qualifying company incurs a 
loss in any income year, then, for the purposes of this Act-

(a) Each shareholder who has an effective interest in the 
company for that income year shall be deemed to 
incur an amount of loss equal to that loss incurred by 
the company in that income year multiplied by the 
shareholder's effective interest in the company for 
that income year; and 

(b) Subject to subsection (2), the amount of loss deemed to be 
incurred by each shareholder shall be treated for the 
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purposes of this Act as if it were expenditure or loss 
mcurred by that shareholder in gainmg or producing 
that shareholder's assessable income for that income 
year (except to the extent that the loss of the 
company is an attributed foreign loss or a foreign 
investment fund loss, in either of which cases the 
shareholder's amount of attributed loss shall be 
treated for the purposes of this Act as if it were 
attributed foreign loss or foreign investment fund 
loss, as the case may be, of the shareholder); and 

(c) The company shall not be entitled to carry that loss 
forward m accordance with any of sections lE 1, lE 3, 
lE 4, IF 1 and IF 3 to any income year succeeding that 
income year, but without prejudice to any right of the 
company under this Act to carry forward any loss 
other than that loss. 

(2) Where, in respect of any company, any shareholder in 
that company, and any income year,-

(a) Either the company, the shareholder, or both have a non· 
standard balance date for that income year; and 

(b) The company has a later balance date for the income 
year than the shareholder; and 

(c) By reason of the difference in balance dates it is not 
practicable for the shareholder to ascertain, within 
the time allowed in accordance with section 37 of the 
Tax Administration Act 1994 for the furnishing of the 
shareholder's return of income for that income year, 
the amount of any loss of the company attributable to 
the shareholder under this section in respect of that 
income year; and 

(d) The shareholder elects that this subsection shall apply by 
applying accordingly the provisions of this Act,

the amount of any loss of the company so attributable to the 
shareholder in respect of that income year shall, 
notwithstanding section 38 of the Tax Administration Act 
1994, be treated for the purposes of this Act as if it were 
incurred by the shareholder on the first day of the immediately 
succeeding income year of the shareholder. 

(3) Notwithstanding subsections (1) and (2), where and to the 
extent that, in relation to any loss attributing qualifying 
company and any income year of that company,-

(a) Any shareholder has a part of that company's loss 
attributed to that shareholder in accordance with 
subsections (1) and (2); and 
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(b) That company's loss results in a reduction in the 
aggregate value of shares in that company; and 

(c) That shareholder suffers no, or substantially no, part of 
such reduction, due to any factor or factors, including 
any right of the shareholder or any other person to 
sell any thing, or any right of any other person to 
require that shareholder or any other person to sell 
any thing,-

the shareholder shall, for the purposes of this Act in respect of 
that income year, be deemed to have no part of that company's 
loss attributed to that shareholder in accordance with this 
section. 

(4) Where the attribution of any amount of a company's loss 
is denied to a shareholder under subsection (3), the amount of 
that loss-

(a) Shall not be attributed to any other shareholder; and 
(b) May not be carried forward by the company under any of 

sections lE 1, lE 3, lE 4, IF 1, and IF 3. 
Cf. 1976, No. 65, s.393p; 1994, No. 76, s. 91 

HC 17. Attributed foreign losses and foreign 
investment fund losses-( 1) Where a foreign loss election is 
deemed in accordance with this section to be in effect in 
respect of a loss attributing qualifying company in any income 
year,-

(a) The amount of any attributed foreign loss and any foreign 
investment fund loss incurred by the company in the 
income year shall not be included within any loss 
attributed to and deemed to be incurred by 
shareholders under section HG 16 (1)(a) and (b); and 

(b) The company may carry that amount ofloss forward to a 
succeeding income year subject to and in accordance 
with section lE 3 or section lE 4 or section IF 3. 

(2) A foreign loss election shall be deemed to be in effect in 
respect of any income year of a loss attributing qualifying 
company where-

(a) The co~P~y is at all times in the income year a 
quaIitying company; and 

(b) A notice in writing in such form as the Commissioner may 
allow, executed by each person who is sui juris and is 
at the date on which the notice is furnished a 
shareholder in the company, electing that the 
company is to retain any attributed foreign losses and 
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foreign investment fund losses, has been received by 
the Commissioner before-

(i) The first day of the income year; or 
(ii) In the case of a company that has not previously 

been required to furnish an annual return of income 
under the Income Tax Act 1976 or the Tax 
Administration Act 1994, before the time specified in 
section HG 4 (5) of this Act as that by which notice of 
shareholder elections in respect of the company and 
that income year is required to be given; and 

(c) No revocation of the foreign loss election is in effect for 
that income year. 

(3) A foreign loss election under this section may be revoked 
only by funiishing to the Commissioner a written notice of 
revocation, in such form as the Commissioner may allow, 
executed by all persons who are sui juris and are shareholders 
in the company at the time of the notice of revocation, and, 
subject to subsection (4), any such revocation shall take effect-

(a) Where no later income year is specified, on the first day 
of the income year of the company in which the 
notice of revocation was received by the 
Commissioner; or 

(b) On the first day of such later income year as is specified in 
the notice. 

(4) Any revocation of a foreign loss election under this section 
shall not apply in respect of any attributed foreign loss or 
foreign investment fund loss of the company that-

(a) Has been carried forward under section lE 3 or section 
lE 4 or section IF 3 to the income year in which the 
revocation takes effect; and 

(b) Was incurred by the company in an earlier income year. 
C£ 1976, No. 65, s.393Q 

HG 18. Company that ceases to be loss attributing 
qualifying company also ceases to be qualifying 
comp~y-Where any company which is a loss attributing 
qualitying comp~y for any income year ceases to be a loss 
attributing quatitying company for the immediately succeeding 
income year, that company shall also be deemed, for the 
purposes of this Act, and notwithstanding any other provision 
of this Subpart, to have ceased to be a qualifying company on 
the first day of that immediately succeeiling income year, but 
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without prejudice to any ability. of that company subsequendy 
to become once again a qualitying company. 

C£ 1976, No. 65, S. 393R 

SUBPART H-TRUSTS 

HH 1. Interpretation-(I) For the purposes of this section 
where any person (in this subsection referred to as the "first 
person") has made any setdement to or for the benefit of a 
trust or on the terms of a trust,-

(a) As a nominee for any other person; or 
(b) Where such setdement is of a nominal amount made at 

the request of any other person,-
that other person shall in relation to that setdement, be 
deemed to lie the settlor and not the first person. 

(2) For the purposes of this section and the trust rules, 
without limiting the situations in which a person is a settlor by 
reason of that r.erson indirectly undertaking any of the 
transactions specIfied in paragraph (b) of the definition of 
"settlor", where a company (being at the time of settlement a 
controlled foreign company or which would have been at that 
time a controlled foreign company had it been at that time a 
foreign company) settles a trust or is deemed by virtue of this 
section to be a settlor of a trust, in respect of that trust the term 
"settlor" includes any person who at the time of the settlement 
of the trust held a control interest in any of the categories of 
control interest listed in section CC 4 (4) of 10% or more, 
calculated in accordance with section CC 4, or who would have 
at that time held such a control interest had that company been 
at that time a foreign company. 

(3) For the purposes of this section and the trust rules, where 
a trustee of a trust (in this subsection called the' "first trust") 
settles a trust or makes any distribution to or on the terms of 
another trust (in this subsection called the "second trust"), 
paragraph (b) of the definition of "settlor", in relation to the 
second trust, includes any person who is a settlor of the first 
trust, and includes any person who is a settlor of the first trust 
by the operation of this subsection. 

(4) For the purposes of this section and the trust rules, where 
any person has, directly or indirectly, acquired any rights or 
powers in relation to a trustee or settlor of an existing- trust, 
and that acquisition has the purpose or effect of enabling the 
person to require the trustee of the trust to treat the person or 
any other person nominated by that person as a beneficiary of 
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that trust, the person shall be deemed to be a setdor of that 
trust. 

(5) Subject to subsection (6), for the purposes of this section 
and the trust rules, a trust shall be a charitable trust in any 
income year if the income derived by the trustees of that trust 
in that income year and any income derived by the trustee of 
that trust in prior income years and not previously distributed 
is held in trust solely for charitable purposes. 

(6) For the purposes of this section and the trust rules, no 
trust shall be a charitable trust in relation to any income year if, 
in that income rear, a business is carried on by or on behalf of 
the trustees 0 that trust and, in the carrying on of that 
business, any benefit or advantage, whether or not in money or 
money's worth, or any income of any of the kinds referred to in 
sections BB 4, CC 1, CD 1, CD 2, CE 1, CE 3, CF 1, CC 1, CH 1, 
FF 3, and FF 4 is able to be afforded to, or received, gained, 
achieved, or derived by any person-

(a) Who is a setdor or trustee of the trust by which the 
business is carried on; or 

(b) Who is a shareholder or director of the company by 
which the business is carried on; or 

(c) Who is a setdor or trustee of a trust that is a shareholder 
of the company by which the business is carried on; 
or 

(d) Where that person and that setdor or trustee or 
shareholder or director referred to in any of 
paragraphs (a) to (c) of this subsection are associated 
persons by virtue of section OD 7 or section 
OD 8 (3),-

and that person is, in the opinion of the Commissioner, able, by 
virtue of that capacity as setdor or trustee or shareholder or 
director or assocIated person, in any way (whether direcdy or 
indirecdy) to determine, or to materially influence in any way 
the determination of, the nature or the amount of that benefit 
or advantage or that income or the circumstances in which it is 
or is to be so received, gained, achieved, afforded, or derived; 
and for the purposes of this subsection-

(e) A person shall, in relation to a trust, be deemed to be a 
setdor of the trust and to gain a benefit or advantage 
in the carrying on of a business of the trust, in anr. 
case where that person has disposed of or disposes 0 , 

to the trust, any asset that is used by the trust in the 
carrying on of that business, and where that person 
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retains or reserves an interest in that asset or where 
that asset will revert to that person: 

(f) The deriving by any trustee of any rents, fines, premiwns, 
or other revenues from any asset shall, in any case 
where any person, being a person of any of the kinds 
referred to in paragraphs (a) to (d), has disposed of or 
disposes of, to the trust, any asset that is used by the 
trustee in the deriving of those rents, fines, 
premiwns, or other revenues, and where that person 
retains or reserves an interest in that asset or that 
asset will revert to that person, be deemed to be the 
carrying on of any business by the trustee: 

(g) Income shall be deemed not to be derived by any person 
of any of the classes referred to in paragraphs (a) 
to (d) in any case where the income consists of 
interest on money lent that, in the opinion of the 
Commissioner, is payable at not more than current 
commercial rates, having regard to the nature and 
term of the loan: 

(h) A person shall not, by reason only that the person renders 
professional services to any trust or company by 
which a business is carried on, be considered to be 
able to determine, or to materially influence the 
determination of, the nature or the amount of any 
benefit or advantage or income afforded to, or 
received, gained, achieved, or derived by that person 
or the crrcwnstances in which it is or is to be so 
received, gained, achieved, afforded, or derived, in 
any case where that ability to so determine or to so 
materially influence results from the rendering by 
that person, in the course of and as part of the 
carrymg on as a business of a professlonal public 
practice by that person, of professional services to the 
trust or company by which the business first 
mentioned in this paragraph is carried on; and, for 
the purposes of this paragraph, the Public Trustee, 
the Maori Trustee, and any trustee company within 
the meaning of the Trustee Companies Act 1967, 
shall each be deemed to be a person carrying on as a 
business a professional public practice. 

(7) For the pwposes of this section and the trust rules, where 
any property of the kinds described in paragraphs (a) to (d) of 
the defillition of "corpus" is settled on a trust, the property 
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shall be deemed to be income derived by a trustee of that trust 
in the income year in which it was setded on that trust. 

(8) This section and the trust rules shall not apply to any unit 
trust. 

(9) Where a trust that is deemed for the purp<?ses of this Act 
to be a company becomes a superarmuation fimd, the trust 
shall for the purposes of this Act be deemed to have been 
wound up on the date that it becomes a superarmuation fimd. 

(10) For the purposes of this section and the trust rules, 
where any person resident in New Zealand makes a setdement 
as an employer for the benefit of one or more employees on 
the tenns of a trust established or created principcilly for the 
purpose o~roviding retirement benefits to beneficiaries who 
are natur persons, which trust is neither a foreign 
superarmuation scheme nor a superarmuation fimd, that person 
shau., in relation to that setdement, be deemed not to be a 
setdor of that trust. 

Cf. 1976, No. 65, s.226 

HH 2. Trusts settled by persons before becoming 
resident-(I) Where any setdor of a trust (being a natural 
person) becomes resident in New Zealand and had a 
distribution been made from that trust on the day immediately 
preceding the day on which the setdor became resident in New 
Zealand that trust would have been in relation to that 
distribution a foreign trust, any setdor, trustee, or beneficiary 
of the trust may, within 12 months of the day on which the 
setdor first became resident in New Zealand, elect under 
section llli 4 (7) to par income tax on the trustee income 
derived by the trustee of the trust. 

(2) Where an election has been made in accordance with 
subsection P)' for the purposes of the definition of "taxable 
distribution '-

(a) The trust shall be deemed to be a foreign trust to the 
extent to which any distribution from that trust 
consists of income, capital profits, or capital gains 
derived by the trustee of the trust before the date on 
which the election was made; and 

(b) The trust shall be deemed to be a qualify!ng trust to the 
extent to which any distribution from the trust 
consists of income, caEital profits, or capital gains 
derived by the trustee of the trust on or after the date 
on which the election was made if the trustee's 
obligations under this Act and the Tax 
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Administration Act 1994 in respect of the trustee's 
liability to income tax in respect of the trustee 
income derived by the trustee have been satisfied, 
and, if in the income year in which the election was 
made or any subsequent income year, the trustee's 
obligations are not satisfied, the trust shall be deemed 
to be a non-qualifying trust with respect to any 
distributions made in that income year and 
succeeding income years (not being distributions to 
which paragraph (a) applies). 

(3) Where an election has not been made in accordance with 
subsection (1), for the purposes of the definition of "taxable 
distribution" -

(a) The trust shall be deemed to be a foreign trust to the 
extent to which any distribution from that trust 
consists of income, capital profits, or capital gains 
derived by the trustee of the trust before the date on 
which expires 12 months from the day on which the 
settlor first became resident in New Zealand (referred 
to in this section as the "election expiry date"); and 

(b) The trust shall be deemed to be a non-qualifying trust to 
the extent to which any distribution from the trust 
consists of income, capital profits, or capital gains 
derived by the trustee of the trust on or after the 
election expiry date. 

(4) For the purposes of subsections (2) and (3), the income, 
capital profits, or capital gains derived in the part of the income 
year before the election to pay tax was made or before the 
election expiry date, as the case may be, shall be calculated at 
the option of any trustee, settlor, or beneficiary of the trust 
who is liable to pay tax on the trustee income of the trust as-

(a) The amount calculated in accordance with the following 
formula: 

where-
a is the income, capital profits, or capital 

gains derived by the trustee of the trust 
during the income year in which the 
election is made or in which the election 
expiry date falls; and 
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b is the number of days in the income year 
which fall before the day on which the 
election is made or before the election 
expiry date; or 

(b) The income, capital profits, or capital gains derived by the 
trustee of the trust in the part of the income year 
which falls before the day on which the election is 
made or before the election expiry date. 

ef. 1976, No. 65, s. 226A 

HH 8. Income assessable to beneficiaries-( 1) The 
assessable income of any person in any income year includes 
any beneficiary income and any taxable distribution derived by 
that person in that income year. 

(2) Where any beneficiary derives in any income year 
beneficiary income or a taxable distribution the trustee shall in 
respect of that income be assessable and liable to income tax as 
agent of the beneficiary. 

(3) Notwithstanding any other provision of this Act, where 
any person resident in New Zealand ceases to be resident in 
New Zealand and, within a period of not more than 5 years 
from the day u:pon which tliat person ceased to be resident, 
that person agam becomes resident in New Zealand, for the 
purposes of this section that person shall be deemed to derive, 
on the day on which that person again becomes resident in 
New Zealand, any amount which would have been assessable to 
the person, if the person had during that period remained in 
New Zealand, as beneficiary income from a foreign trust or a 
non· qualifying trust or taxable distributions derived by that 
person during the period commencing with the day on which 
that person ceased to be resident in New Zealand and ending 
on the day on which that person again became resident in New 
Zealand: 

Provided that this subsection shall not apply to beneficiary 
income or taxable distributions derived by tnat person prior to 
16 December 1988 (being the date upon which the Income Tax 
Amendment Act (No. 5) 1988 received the Royal assent). 

(4) Where any person derives in any income year any taxable 
distribution from a trust which is, in relation to that 
distribution, a non.~ualifying trust, that taxable distribution 
shall not be included ID the assessable income of the person and 
the person shall be liable for tax by way of an income tax in 
respect of that taxable distribution at the rate specified in 
Schedule 1: 

C-23 
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Provided that where in that income year the person has any 
loss or loss carried forward to which relief would be given 
under section lE 1 or section IF 1, that person shall be entided 
to claim, as a deduction from that taxable distribution, an 
amount calculated in accordance with the following formula: 

aXQ 
c 

where-
a is such part of the loss or loss carried forward as the 

person claims shall be taken into account by virtue of 
this proviso; and 

b is the minimum rate specified in Schedule 1 for 
income tax on income derived by trustees of trusts 
expressed as a decimal; and 

c is the rate specified in Schedule 1 first mentioned in 
this subsection expressed as a decimal,-

and to the extent to which any loss or loss carried forward is 
taken into account by virtue of this proviso, the loss may not be 
deducted or carried forward by the person. 

(5) Notwithstanding any other provision of this Act, 
distributions (not being beneficiary mcome) derived by any 
beneficiary in that beneficiary's capacity as beneficiary m any 
income year from any trust tliat is in relation to that 
distribution a qualifying trust shall not be assessable for income 
tax. 

C£ 1976, No. 65, s.227 

HH 4. Trustee income-(I) Subject to this section and 
sections CL 2 and DI3, a trustee is assessable and liable for 
income tax on trustee income as if the trustee were an 
individual beneficially entitled to it, except that-

(a) The rate of tax is calculated by reference to that income 
alone; and 

(b) The trustee is not entided to any rebate of income tax or 
to any deduction by way of special exemption; and 

(c) The trustee is not entided to be a cash basis holder under 
section EH 3 (otherwise than to the extent specified in 
subsection (8) of that section in relation to the estate 
of a deceased person). 

(2) A trustee is liable to income tax on all trustee income the 
trustee derives from New Zealand. 

(3) A trustee is liable to income tax (and, if the trustee is not a 
resident of New Zealand, as if the trustee were resident in New 

C-23* 
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Zealand) on trustee income derived from outside New Zealand 
in any income year-

(a) During which any settlor of the trust is resident at any 
time in New Zealand; or 

(b) During which the trust is at any time a superannuation 
fund; or 

(c) During which any trustee of the trust was at any time 
during that income year resident in New Zealand and 
the trust is a testamentary trust or an inter vivos trust 
where any settlor of the trust died resident in New 
Zealand, whether in that income year or otherwise,-

but a trustee is not otherwise assessable to income tax on 
trustee income derived from outside New Zealand. 

(4) Subject to subsection (5), where, in relation to any trust 
(not being a charitable trust) and any income year, a trustee of 
the trust aerives trustee income, and a settlement was made to 
or for the benefit of the trust or on the terms of the trust by 
any person after 17 December 1987 (whether or not that 
person or any other person may have also made a settlement 
on the terms of that trust on or before 17 December 1987), any 
settlor of the trust who is resident in New Zealand at any time 
during that income year shall, in respect of that income, be 
assessable and liable to income tax as agent of the trustee and, 
if there is more than one such settlor, those settlors shall, in 
respect of that income, be jointly and severally so assessable 
and liable. 

(5) Subsection (4) shall not apply to-
(a) Any settlor of a trust in any income year where at all 

times during that income year (or, where a settlement 
is first made to or for the benefit of that trust or on 
the terms of that trust during that income year, at all 
times from the day of that settlement until the end of 
that income year) a trustee of that trust is resident in 
New Zealand; or 

(b) Any settlor of a superannuation fund; or 
(c) Any settlor of a trust (being a natural person) who was at 

the time of any settlement by that settlor on the trust 
not resident in New Zealand and who had not at the 
time of any settlement previously (at any time after 
17 December 1987) been resident in New Zealand, 
unless the settlor elects to pay income tax on trustee 
income under subsection (7); or 

(d) Any settlor of a trust to the extent to which that settlor 
can establish to the satisfaction of the Commissioner 
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by making full disclosure of all relevant facts that the 
liability of that setdor to income tax on trustee 
income exceeds the liability which that setdor should 
bear by comparison to other persons who have made 
a setdement to or for the benefit of the trust or on 
the terms of that trust having regard to the respective 
setdements made by that setdor and those other 
persons; or 

(e) Any setdor of a trust to the extent to which the trustee 
income is derived by virtue of the application of the 
qualified accruals rules to any amounts remitted by 
the setdor under any financial arrangement where 
section EH 4 applies: 

Provided that paragrarh (d) shall not apply in determining 
the nature and extent 0 the obligations of the trustee of the 
trust and whether those obligations have been satisfied for the 
purposes of the definition of "qualifying trust" and the 
application of that definition. 

(6) Where in any income year a trustee would be liable to 
income tax under subsection (3) if not for the application of this 
subsection, and-

(a) Either-
(i) No setdement was made to or for the benefit of 

the trust or on the terms of the trust after 1 7 
December 1987 and, where any election has been 
made under section HZ 2 to pay income tax on 
trustee income, that election has not been made by 
the trustee; or 

(ii) The only setdements made to or for the benefit 
of the trust or on the terms of the trust have been 
made by setdors who, at the time of the setdement, 
were not resident in New Zealand nor had previously 
(at any time after 17 December 1987) been resident 
in New Zealand and, where an election has been 
made under section HZ 2 to pay income tax on 
trustee income, that election has not been made by 
the trustee; and 

(b) The trustee is at all times during that income year 
resident outside New Zealand-

the trustee shall in that income year not be liable to income tax 
on trustee income under subsection (3): 

Provided that this subsection shall not affect the liability for 
income tax of any setdor of a trust under sections HH 1 and 
HH 2 and the trust rules: 
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Provided also that for the y~ose of determining whether a 
trust is or remains a qualitying trust or is deemed to be a 
qualifying trust, and for the r,urpose of the application of the 
definition of "qualifying trust " the trustee income of the trust 
shall remain liable under this Act to New Zealand income tax 
and this subsection shall not apply in determining whether the 
trustee's obligations in relation to that liability have been 
satisfied. 

(7) In relation to any trust and any income year, any trustee, 
settlor, or beneficiary of a trust may furnish to the 
Commissioner within the prescribed period for furnishing an 
annual return of income fOr that income year, or within such 
other period as may be specified in sections llli 2 and HZ 2, an 
election to pay income tax on trustee income for that income 
year or from the date of the election and, if an election is so 
made, the trustee, settlor, or beneficiary shall be assessable and 
liable to income tax on that trustee income, and that election 
shall apply in respect of that income year or from the date of 
the election, and in respect of all succeeding income years. 

Cf. 1976, No. 65, s. 228 (1)-(7) 

HH 5. Existing trusts becoming subject to tax
(1) Subject to subsection (2), where, in relation to any trust and 
any income year, the trustee income of that trust becomes 
liable at any date to New Zealand income tax, and immediately 
before that date the trustee income of that trust was not liable 
to New Zealand income tax (other than only as non-resident 
withholding income),-

(a) The cost for the purposes of this Act at that date of the 
premises, plant, machinery, equipment, and trading 
stock of that trust shall be deemed to be, at the 
option of any person who is liable to pay income tax 
on trustee income under this Act, either-

(i) The historical cost of the asset, less accumulated 
depreciation (if any), or other value at that date used 
for the purposes of income tax calculations in any: 
country or territory in which the trustee income of 
the trust has been liable to income tax (being a value 
not higher than the market value at that date); or 

(ii) The value which would be used for the purposes 
of this Act at that date calculated as if the trustee 
income of that trust had at all times been liable to 
income tax under this Act (other than only as non
resident withholding income): 
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(b) The acquisition price for the purposes of this Act of any 
financial arrangement at that date shall be, at the 
option of any person who is liable to pay income tax 
on trustee income under this Act, eitner-

(i) The market value of the financial arrangement 
at that date; or 

(ii) The adjusted base price, being in the case of the 
issuer of a financial arrangement, the acquisition 
price of that financial arrangement together with all 
accrued expenditure incurred by the issuer, less 
consideration paid by the issuer in relation to that 
financial arrangement prior to that date, and in the 
case of the holder of a financial arrangement, the 
acquisition price of that financial arrangement 
together with all accrued income derived by the 
holder, less consideration received by the holder in 
respect of that financial arrangement prior to that 
date. 

(2) Subsection (I) shall not apply where the trustee income of 
a trust was not liable to New Zealand income tax immediately 
before the date first mentioned in subsection (1) solely for the 
reason that-

(a) The trustee of that trust derived no income in the relevant 
period immediately preceding that date; or 

(b) Deductions allowable under this Act exceeded income 
derived by the trustee in the relevant period 
immediately preceding that date or losses carried 
forward under section lE 1 or section IF 1 offset all of 
the income derived by the trustee in the relevant 
period immediately preceding that date. 

ef. 1976, No. 65, s. 228A 

HH 6. Distributions from trusts-( 1) Subject to 
subsection (2), where in any income year any distribution from 
a trust is made to a beneficiary by any trustee, that distribution 
shall, for the purposes of sections HH 1 and HH 2 and the trust 
rules, be deemed to consist of-

(a) The income derived by the trustee in that income year 
(whether, as between thelarties to the trust, the 
income is treated as derive by a beneficiary or not), 
not being income deemed by this section to have 
constituted part of any earlier or contemporaneous 
distribution from that trust in that income year; and 
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(b) To the extent to which the distribution exceeds the 
amount specified in paragraph (a), income derived by 
the trustee in preceding income years (not being 
beneficiary income) during which the trust was in 
existence, not being amounts deemed by this section 
to have constituted part of any earlier or 
contemporaneous distribution from that trust; and 

(c) To the extent to which the distribution exceeds the 
amounts specified in paragraphs (a) and (b), profits 
derived during that income year by the trustee of the 
trust from realisation of a capital asset of the trust or 
any other capital profit or capital gain realised during 
that income year by the trustee (not being amounts 
required to be taken into account under tIlls Act for 
the purpose of assessing income tax) less any capital 
loss incurred by the trust in that income year (not 
being a loss required to be taken into account under 
this Act for the purpose of assessing income tax), not 
being profits or gains deemed by this section to have 
constituted part of any earlier or contemporaneous 
distribution Trom that trust in that income year; and 

(d) To the extent to which the distribution exceeds the 
amounts specified in paragraphs (a), (b), and (c), the 
distribution shall be deemed to be out of the amount 
spe~ified ~ paragraph (c) for prece?ing income ye~s 
dunng which the trust was m eXIStence, not bemg 
amounts deemed by this section to have constituted 
part of any earlier or contemporaneous distribution 
from that trust; and 

(e) To the extent to which the distribution exceeds the 
amounts specified above, corpus of the trust. 

(2) Subsection (1) shall not apply-
(a) To any distribution from a trust which is a qualifyin~ trust 

(other than a qualifying trust in relation to which an 
election to pay income tax on trustee income has 
been made for the purposes of section HZ 2); or 

(b) To any distribution from a trust-
(i) Created by will or codicil or by an order of Court 

varying or modifying the provisions of any will or 
codicil; or 

(ii) Created on any intestacy or partial intestacy; or 
(iii) On which no settlement was made after 1 7 

December 1987,-
and the trustee has no discretion as to the source 
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nature and amount of distributions to beneficiaries, 
including but not limited to the classification of trust 
property as capital or income; or 

(c) To any distribution that is a distribution only by virtue of 
the application of paragraph (a) or paragraph (b) of 
the definition of "distribution" and not by: virtue of 
the application of any other part of that definition; or 

(d) To any distribution from a trust which is one to which 
subsection (2) of section HH 2 applies (except where 
the trust is deemed to be a non-qualifying trust under 
paragraph (b) of that subsection)-

and in sucb case except in the case of a distribution specified in 
paragraph (c) of this subsection the distribution shall be deemed 
to consist of such amounts as reflect the terms of the trust or 
the terms of the exercise of the discretion of the trustee, and, in 
the case of a distribution specified in paragraph (c), the 
distribution shall be a taxable distribution. 

(3) Subject to subsection (2), where and to the extent to 
which in relation to any distribution the records maintained in 
relation to any trust do not permit subsection (1) to be applied 
accurately to determine the constituent elements of any 
distribution, the distribution made shall be a taxable 
distribution. 

(4) For the purposes of this section, in determining in relation 
to any trust and to any benefic~ the constituent elements of 
any distribution, no amount of mcome or capital profits or 
gams derived by the trustee of the trust shall be treated as 
having been distributed to any other beneficiary of that trust if 
the effect is that any part or all of the distribution in question 
would be treated as not being a taxable distribution, unless that 
amount distributed to that other beneficiary was distributed in 
a bona fide transaction which placed the whole of that amount 
beyond the possession and control of the trustee in the trustee's 
capacity as trustee of that trust and which transaction did not 
itself constitute a settlement. 

C£ 1976, No. 65, s. 230 

HH 7. Commissioner may determine amount of 
trustee income-Where any person-

(a) Has failed to disclose for any income year in accordance 
with section 59 of the Tax Administration Act 1994 a 
trust of which that person is a settlor or any of the 
further details required by the Commissioner; or 
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(b) Has failed to disclose any infonnation requested by the 
Commissioner under section 37 of the Tax 
Administration Act 1994 in relation to that trust; or 

(c) Is unable to obtain sufficient infonnation to calculate the 
trustee income of that trust for any income year,

the Commissioner may determine the amount of trustee 
income for the income year in such manner as the 
Commissioner considers fair and reasonable. 

C£ 1976, No. 65, s. 231 (4) 

HH 8. Income received by trustee after death of 
deceased person-Any amount received in any income year 
by the trustee of the estate of a deceased person shall be 
deemed to be assessable income derived by the trustee in that 
rear if it does not represent assessable income derived by the 
deceased person during that person's lifetime, but would have 
been included in that person's assessable income if that person 
had been alive when It was received. 

C£ 1976, No. 65, s. 232 

SUBPART I-MAORI AUTHORITIES 

HI 1. Distributions and income of Maori authorities
(1) For the p~ses of this section and sections 012 and HI 2 
to HI 5 of this Act, and sections 31 and 57 of the Tax 
Administration Act 1994, an amount shall be deemed to be 
distributed by a Maori authority to a Maori-

(a) Where the amount is paid or credited by the Maori 
authority to the Maori in any manner or under any 
name, or is applied by the Maori authority exclusively 
for the indiVIdual personal benefit of the Maori: 

(b) Where any amount is advanced by the Maori authority to 
the Maori or for the individual personal benefit of the 
Maori, to the extent to which, in the opinion of the 
Commissioner, the making of the advance was not a 
bona fide investment by the Maori authority but was 
virtually a distribution of income: 

(c) Where any property is transferred or otherwise disp?sed 
of by the Maori authority to the Maori WIthout 
consideration in money or money's worth or for a 
consideration that is less than the market price or 
true value of that property, to the extent by which 
the market price or true value exceeds the amount or 
value of the consideration (if any). 
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(2) Any amount distributed by a Maori authority to a Maori 
shau be deemed to be distributed out of income except to the 
extent to which the Commissioner determines that the amount 
does not represent income derived by the Maori authority: 

Provided that, where the distribution is made in the course of 
the winding up or liquidation or termination of a trust or 
authority, the amount distributed shall be deemed to be 
distributed out of income to the extent only to which the 
Commissioner determines that the amount represents either 
income derived in the year in which the distribution is made or 
income derived in a previous year which has not been assessed 
as undistributed income under section HI 3. 

(3) For the purposes of this Act, the income derived by a 
Maori authority that is a Maori incorporation shall be deemed 
to be derived in trust for its sharehofders. 

Cf. 1976, No. 65, s.234; 1994, No. 76, s. 41 

HI 2. Maori authorities and Maori-Notwithstanding 
anything in sections GC 14, HH 3, and HH 4 or in any other 
enactment, no Maori authority or Maori shall be assessable or 
liable for income tax on any income derived or distributed by a 
Maori authority, except as provided in this Subpart and sectIon 
DI2. 

Cf. 1976, No. 65, s. 235 

HI S. Tax on income derived by Maori authorities for 
more than 20 bene6ciaries-( 1) Where income is derived or 
held by a Maori authority in resrect of any trust or authority 
during any income year in trust for or on behalf of or for the 
benefit of any number of Maori exceeding 20 at the end of the 
year, this section shall apply with respect to income tax. 

(2) Any amount distributed by the Maori authority to any 
Maori during any income year out of income shall be deemed 
to be-

(a) Distributed income, so far as the income of that year 
extends, and the Maori authority shall not be 
assessable and liable for income tax on that amount; 
and 

(b) Income derived by the Maori in that income year from 
dividends (whether it was derived by the Maori 
authority in that year or anYlrevious year), and the 
Maori shall be assessable an liable for income tax 
accordingly. 
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(3) So much of the income derived by the Maori authority in 
any income year as remains after deducting from it-

(a) All amounts (if any) distributed by the Maori authority to 
an}' Maori during that income year out of income; 
and 

(b) Any loss which may be carried forward and deducted 
from that income in accordance with sections lE 1 
and IF 1,-

shall be deemed to be undistributed income derived by the 
Maori authority, and the Maori authorit}' shall be assessable 
and liable for income tax in respect of that undistributed 
income accordingly. 

(4) Where the amount distributed by the Maori authority to 
any Maori during any income year out of income exceeds the 
income derived by the Maori authority in that year, the amount 
of the excess may be allowed as a deduction ill calculating the 
undistributed income derived by the Maori authority for any of 
the 4 immediately preceding income years, and the income tax 
on any such unilistributed income shall be assessed or 
reassessed accordingly. 

ef. 1976, No. 65, s. 236 

HI 4. Tax on income derived by Maori authorities for 
20 or fewer beneficiaries-( 1) Where income is derived by a 
Maori authority in respect of any trust or authority during any 
income year in trust for or on behalf of any number of Maori 
not exceeding 20 at the end of the year, this section shall apply 
with respect to income tax. 

(2) The income shall for the purpose of assessing income tax 
on it be deemed to be income derived by the Maori authority 
as trustee for the Maori and also to be income derived by each 
Maori according to that Maori's interest in the trust or 
authority as beneficiary income and section HH 3 shall apply 
accordingly. The Maori authority shall in respect of that 
income be deemed to be the agent of each Maori, and each 
Maori as principal as well as the Maori authority as that Maori's 
agent shall be assessable and liable for income tax on his or her 
interest in that income accordingly, and all the provisions of 
this Act and of the Tax Administration Act 1994 as to agents 
shall, so far as applicable, apply accordingly. 

ef. 1976, No. 65, s. 237 

HI o. Adjustments where section HI 8 or section HI 4 
ceases to apply by reason of change in number of 
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beneficiaries-Where during any income year the number of 
Maori having a beneficial interest in the mcome of a Maori 
authority in respect of any trust or authority-

(a) Decreases so that the income ceases at the end ofthe year 
to be assessable under section HI 3; or 

(b) Increases so that the income ceases at the end of the year 
to be assessable under section HI 4,-

the Commissioner may make such adjustments in the 
assessments of income tax as the Commissioner considers just 
and reasonable, having regard to all relevant circumstances. 

Cf. 1976, No. 65, s. 238 

SUBPART ]-SUPERANNUATION 

HJ 1. Government Superannuation Fund-The Board 
of the Government Superannuation Fund shall be liable for 
income tax in the same manner in all respects as if the Fund 
were a superannuation scheme that is a trust and the Board 
were the trustee of that scheme. 

Cf. 1976, No. 65, s. 232E 

SUBPART K-AGENCY 

Agents Generally 
HK 1. Agent to make returns and be assessed as 

principal-Every person who is an agent shall make returns of 
the income in respect of which that person is an agent, and 
shall be assessed on that income in the same manner as if the 
agent were the principal, save that the agent shall be entided to 
no special exemption or rebate other than such exemption or 
rebate (if any) as the agent's principal may be entidea to. 

Cf. 1976, No. 65, s. 266 

HK 2. Rate and amount of tax payable by agent
Except where otherwise expressly provided by this Act, the 
rate of tax for which an agent shall be so assessed and liable 
shall be determined by reference to the total taxable income of 
the principal, but it shall be charged and payable only on the 
income in respect of which the agency exists, and in the same 
proportion as that income bears to the total taxable income of 
the principal. 

Cf. 1976, No. 65, s. 267 

HK 8. Liability of principal not affected-(I) Nothing in 
this Act relating to an agent Shall be so construed as to release 
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the principal from liability to make returns and to be assessed 
and chargeable with tax. 

(2) No assessment of the agent shall preclude an assessment 
of the principal for the same tax, nor shall an assessment of the 
principal preclude an assessment of the agent for the same tax, 
and tlie principal and agent shall be joindy and severally liable 
for all tax for which the agent is liable. 

(3) When 2 or more persons are liable to be assessed as 
agents in respect of the same tax, they shall be joindy and 
severally liabfe for it. 

Cf. 1976, No. 65, s. 268 

HK 4. Agent may recover tax from principal-When an 
agent pays any tax the agent may recover the amount so paid 
from the agent's principal, or may deduct the amount from anl 
money in the agent's hands belonging or payable to the agent s 
principal. 

Cf. 1976, No. 65, s. 269 

HK 5. Agent may retain from money of principal 
amount required for tax-An agent may from time to time 
during the income year, or at any later time, retain out of any 
money belonging or payable to the agent's principal such sums 
as may reasonably be deemed sufficient to pay the tax for 
which the agent is or may become liable. 

Cf. 1976, No. 65, s. 270 

HK 6. Assessment deemed authority for payment of 
tax by agent-An assessment made by the Commissioner 
shall, as between an agent and the agent's principal, be a 
sufficient authority for die payment by the agent of the tax so 
assessed, and the agent shall be entided as against the agent's 
principal to reimbursement accordingly. 

Cf. 1976, No. 65, s. 271 

HK 7. Agents to be personally liable for payment of 
tax-(1) Every person who is an agent shall be personally liable 
for the tax on tbe income in respect of which that person is an 
agent. 

(2) When the Commissioner is satisfied that an agent has no 
money of the agent's principal with which the agent can pay 
the tax, and that the agent has not paid away any such money 
after notice of the assessment of the tax, and that immediate 
enforcement of payment by the agent would be a cause of 
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hardship, the Commissioner may allow the agent such further 
period for the rayment of the tax, not exceeding 6 months 
after the date 0 the notice of assessment, as the Commissioner 
thinks necessary, and the additional tax imposed by section 139 
of the Tax Administration Act 1994, or interest imposed under 
section 121 of that Act, on taxpayers in default shall not accrue 
until the expiry of the period so allowed. 

C£ 1976, No. 65, s. 272 

HK 8. Relation of principal and agent arising in 
effect-When the Commissioner is satisfied that an}' person 
carrying on business in New Zealand (in this section referred to 
as the "agent") is so far under the control of any other person 
carrying on business in New Zealand or elsewhere (in this 
sectIOn referred to as the "principal") that the relation between 
them is in effect that of agent and principal, the Commissioner 
may treat the first·mentioned business as that of the principal, 
and as being carried on by the agent on the principal's behalf, 
and may require returns to be made, and may make 
assessments accordingly, and the principal and agent shall be 
liable for income tax accordingly. 

C£ 1976, No. 65, s. 273 

Special Cases of Agency 

HK 9. Guardian of person under disability to be 
agent-Every person who, as guardian, manager, or otherwise, 
has the receipt, control, or disposition of any income derived by 
a person under any legal disability shall for the purposes of this 
Act and the Tax Administration Act 1994 be the agent of that 
person in respect of that income, and shall make returns and be 
assessable and liable for income tax accordingly. 

Cf. 1976, No. 65, s. 274 

HK 10. Liability of mortgagee in possession-For the 
purposes of this Act and the Tax Administration Act 1994, a 
mortgagee in possession of any land or other property shall be 
deemed to be the agent of the mortgagor in respect of any 
income derived by that mortgagee from that land or other 
property on behalf of or for the benefit of the mortgagor, and 
the mortgagee shall make returns and be assessable and liable 
for tax on that income accordingly. 

C£ 1976, No. 65, s. 275 
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HI{ 11. Liability for tax payable by company left with 
insufficient assets-( 1 ) This section shall appfy where-

(a) Any arrangement has been entered into in relation to a 
company; and 

(b) An effect of that arrangement is that the comJ?any is 
Wlable to satisfy Wlder this Act a liability for mcome 
tax (referred to in this subsection as the "tax 
liability") of the company, whether the tax liability 
exists at the time of entry into the arrangement or 
arises subsequendy; and 

(c) It can reasonably be concluded that-
(i) A director of the company at the time of entry 

into the arrangement who had made all reasonable 
inquiries into the affairs of the company would have 
anticipated at that time that the tax liability would 
be, or would be likely to be, required to be satisfied 
by the company Wlder this Act; and 

(ii) A pwpose of the arrangement was to have the 
effect specified in paragraph (b). 

(2) This section shall not apply to-
(a) Any arrangement to which the Commissioner is a party; 

or 
(b) Any arrangement to the extent that the Commissioner is 

satisfied that the tax liability is less than or equal to 
any amoWlt of income tax-

(i) Arising Wlder this Act as a direct result of the 
performance of the arrangement; and 

(ii) The liability for which has been duly satisfied 
Wlder this Act; or 

(c) Any arrangement entered into at a time when the 
company is under statutory management under the 
Reserve Bank of New Zealand Act 1989 or the 
Corporations (Investigation and Management) Act 
1989. 

(3) Where any arrangement to which this section applies has 
been entered into, all persons who were directors of the 
company at the time the arrangement was entered into shall, 
subject to subsection (6), be joindy and severally liable for the 
tax liability as agent or the company. 

(4) Where any arrangement to which this section applies has 
been entered into, any person who was-

(a) A controlling shareholder at the time the arrangement 
was entered into; or 
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(b) A person who had a voting interest or market value 
interest in the company (calculated, in any case 
where the person is a company, as if the person were 
not a company) at the tIme the arrangement was 
entered into, where it could reasonably be concluded, 
having regard to the materiality of the benefit 
derived by the person from the arrangement, that the 
person was a party to the arrangement,-

shall be liable as agent of the company for-
(c) The tax liability (exclusive of any additional tax or other 

impost arising under this Act or the Tax 
Administration Act 1994 for late payment of any part 
of the tax liability) to the extent that the amount of 
the tax liability (so exclusive) does not exceed the 
greater of-

(i) The market value of the person's direct and 
indirect shareholding in the company at the time of 
entry into the arrangement; and 

(ii) The value of any benefit derived by the person 
from the arrangement; and 

(d) That proportion of any additional tax or other impost 
arising under this Act or the Tax Administration Act 
1994 for late payment, which comprises part of the 
tax liability, which is equal to the proportion which 
the amount for which the person is liable under 
paragraph (c) represents as a proportion of the tax 
liability (exclusive of any such additional tax or other 
impost). 

(5) A limitation placed on the liability of any person under 
subsection (4) shalI apply notwithstanding section HK 3 (3). 

(6) Notwithstanding subsection (3), a director shall not be 
liable under that subsection for any tax liability of the company 
where the Commissioner is satisfied that the director derived 
no benefit from the arrangement and either-

(a) The director has, at the first reasonable opportunity after 
becoming aware of the arrangement, or of those 
aspects of the arrangement that render it subject to 
this section,-

(i) Fonnally recorded with the company his or her 
dissent in relation to the arrangement; and 

(ii) Notified the Commissioner in writing of the 
arrangement and of his or her dissent from that 
arrangement; or 

(b) The director satisfies the Commissioner that-
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(i) The director was not at the material time or 
times involved in the executive management of the 
company; and 

(ii) The director had no knowledge of the 
arrangement, or of those aspects of the arrangement 
that render it subject to the application of this 
section. 

(7) Subject to the time bar, but notwithstanding any other 
provision of this Act or the Tax Administration Act 1994, for 
the purposes of giving effect to this section where a company 
has been liq.uidated, tbe Commissioner may at any time after 
the liquidatIon make or amend any assessment of a company 
under this Act or the Income Tax Act 1976 or the Tax 
Administration Act 1994 in respect of any tax liability of the 
company as if the company had not been liquidated. 

(8) Where the Commissioner makes or amends any 
assessment under subsection (7), the Commissioner shall 
nominate one or more persons whom the Commissioner 
considers to be liable in respect of the tax liability specified in 
that assessment, and that person or those persons shall be 
treated, for the purposes of this Act and the Inland Revenue 
Acts in respect of any notification or objection procedure in 
relation to that assessment or amended assessment, as the 
agent or agents of the company. 

(9) No person shall be liable under this section as agent for 
~he tax liability of a company in respect of any particular 
mcome year where-

(a) The company has furnished returns for that income year 
before the expiry of the time allowed under section 
37 of the Tax Administration Act 1994 for the 
furnishing of returns for the income year in which the 
company is liquidated; and 

(b) The Commissioner fails to issue a notice of assessment of 
the company for the particular income year before 
the expiry of 4 years following the end of the income 
year in which the company is liquidated. 

(10) In this section,-
"Controlling shareholder" means, at any time at which an 

arrangement to which this section applies is entered 
into, in respect of any company, any person whose 
voting interest or market value interest in that 
company, aggregated with the voting interest or 
market value interest or interests (as the case may be) 
of any other person or persons who are at that time 
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associated with that person, at that time (calculated, 
in any case where either the person or any such 
associated person is a company, as if neither that 
person nor any such associated persons were 
companies and as if sections OD 3 (3)(c) and (d) and 
OD 4 (3)(c) and (d) were omitted from this Act) is 
equal to or greater than 50%: 

"Director" means-
(a) A person occupying the position of director by 

whatever name called: 
(b) In the case of an entity deemed or assumed to 

be a company by virtue of any provision of this Act, 
which entity does not have directors as such, any 
trustee, manager, or other person who acts in relation 
to that entity in the same or a similar fashion as a 
director would act were that entity a company 
incorporated in New Zealand under the Companies 
Act 1993. 

(11) Except as otherwise specifically provided in this section, 
a person's market value interest or voting interest in a company 
sliall be determined in accordance with sections OD 2 to OD 4. 

C£ 1976, No. 65, s.276; 1994, No. 76, s. 49 

HK 12. Company deemed agent of debenture 
holders-Save as otherwise provided in sections FC 1 and 
HK 13, every company which has issued debentures, whether 
charged on the property of the company or not, shall for the 
purposes of this Act and the Tax Administration Act 1994 be 
the agent of all debenture holders, whether absentees or not, in 
respect of all income derived by them from those debentures, 
and shall make returns and be assessable and liable for income 
tax on that income accordingly. 

C£ 1976, No. 65, s. 277 

HK I S. Modification of agency provisions in respect of 
income &om company debentures-( 1) The duty to act as 
the agents of debenture holders imposed on companies by 
section HK. 12 shall not apply with respect to debentures issued 
to any person resident in New Zealand if the company that has 
issued the debentures has supplied to the Commissioner, before 
it has been assessed in any year for income tax in respect of the 
income derived from those debentures, a certified list 
specifying the numbers of the debentures or other particulars 
sUfficient to identify them, the names, addresses, and 
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descriptions of the persons to whom the debentures have been 
issued, the interest derived or derivable from the debentures, 
and such other particulars as may be prescribed. 

(2) Where any such list is supplied the person named in it as 
the holder of any debentures shaJl be personally responsible for 
the making of returns, and shall be assessable and liable for 
income tax (though not to the exclusion of any other person) in 
respect of the income derived from those debentures at the 
rate fixed in respect of that income, unless and until that 
person satisfies the Commissioner, before that person has been 
assessed for income tax in any year, that tbat person has 
transferred or assigned the debentures, and has given notice to 
the Commissioner in the prescribed form of the name, address, 
and description of the transferee or assignee. 

(3) Every person being the transferee or assignee of any 
debentures shall in like manner remain personally liable in 
respect of them (though not to the exclusion of any other 
person) unless and until the person has given notice to the 
Commissioner in the prescribed form of the transfer or 
assignment of the debentures. 

(4) Any tax paid by the former holder of any debentures in 
respect of the income derived from them by a subsequent 
horder shall be deemed to be paid on behalf of that subsequent 
holder so far as it does not exceed the tax to which the 
subsequent holder might personally have been liable in respect 
of those debentures, and may be recovered by the former 
holder from the subsequent holder accordingly. 

Cf. 1976, No. 65, s. 278 

HK 14. Rents, royalties, or interest derived by Maori 
Trustee and not distributed-If and so far as the income 
derived by the Maori Trustee (being income that consists of 
rents, royalties, or interest and derived by the Maori Trustee in 
the Maori Trustee's capacity as collecting and distribution 
agent for such income) is not also beneficiary income, the 
Maori Trustee shall be assessable and liable for income tax on 
that income as if the Maori Trustee were beneficially entitled to 
it, except that the Maori Trustee shall not be entitled to any 
rebate of income tax under any of sections KC 1 to KC 4 or to 
any deduction by way of special exemption. 

C£ 1976, No. 65, s. 229 

HK 15. Recovery of tax payable in respect of alimony 
or maintenance-( 1) This section applies with respect to any 
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income tax payable in respect of income received by or on 
behalf of any person as alimony or maintenance, under the 
order of any Court or under any deed or agreement (whether 
the order, deed, or agreement has been made or entered into 
before or after the commencement of this Act). 

(2) In any case to which this section applies, the person 
bound by any such order, deed, or agreement to pay any 
money as alimony or maintenance shall, for the purpose of the 
payment of the income tax on it, be deemed to fie the agent of 
thelerson to whom or on whose behalf that money has been 
pai or is payable, and shall make returns and be assessable 
and liable for income tax on that money accordingly. 

(3) It shall be no defence in any proceedings against an agent 
for the recovery of any income tax to which this section relates 
that any amount in respect of income tax has been paid by the 
agent to the person enuded to receive any money as alimony or 
maintenance. 

Cf. 1976, No. 65, s.279 

Agents of Absentees and Non-Residents 
HK 16. Liability of agent of absentee principal for 

returns and tax-Every person who in New Zealand carries 
on any business for and on behalf of a principal who is an 
absentee shall for the purposes of this Act and the Tax 
Administration Act 1994 be the agent of that principal in 
respect of all income derived by the principal through the 
business so carried on in New Zealand by means of that agent, 
and the agent shall make returns and be assessable and liable 
for income tax on that income accordingly, whether the 
income comes to the hands of the agent or not. 

C( 1976, No. 65, s.280 

HK 17. Partner of absentee deemed agent-Every 
person who in New Zealand carries on business in partnership 
with an absentee shall for the purposes of this Act and the Tax 
Administration Act 1994 be the agent of that absentee in 
respect of the absentee's share of the income of the business, 
and shall make returns and be assessable and liable for income 
tax accordingly. 

C( 1976, No. 65, s. 281 

HK 18. Master of ship deemed agent of absentee 
owner-( 1) When an absentee, by means of any ship owned by 
the absentee or under charter to the absentee, carries on the 
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business of the carriage of merchandise, mails, or passengers, 
the master of that ship shall (though not to the exclusion of any 
other agent) be the agent of that absentee for the purposes of 
this Act and the Tax Administration Act 1994 in respect of all 
assessable income so derived by the absentee, and shall be 
assessable and liable for income tax accordingly. 

(2) Pending the payment of any tax assessed against such an 
absentee or against any person who is the absentee's agent for 
the purposes of this Act and the Tax Administration Act 1994, 
a Collector of Customs shall, on the requisition of the 
Commissioner, withhold the clearance of the ship in respect of 
which the tax is payable. 

C£ 1976, No. 65, s.282 

HK 19. Tenant, mortgagor, or other debtor to be agent 
of absentee landlord, mortgagee, or other creditor
(1) Any tenant, mortgagor, or other person who transmits from 
New Zealand to any landlord, mortgagee, or other creditor, 
being an absentee, any rent, interest, or other money being 
income derived by that absentee from New Zealand, shall for 
the purposes of this Act and the Tax Administration Act 1994 
be the agent of that absentee in respect of all money so 
transmitted at any time after the Commissioner has given 
notice to the person that the person is accountable as the agent 
of that absentee, and that person shall in respect of all such 
money make returns and be assessable and liable for income 
tax accordingly. 

(2) For the purposes of this section any money paid by or on 
account of a ferson resident in New Zealand from a fund 
situated out 0 New Zealand shall be deemed to be money 
transmitted by that person from New Zealand. 

C£ 1976, No. 65, s. 283 

HK 20. Person having disposal of income deemed 
agent-Every person who in New Zealand has the receipt, 
control, or disposal of any income derived by a principal who is 
an absentee shall for the purposes of this Act and the Tax 
Administration Act 1994 be the agent of the principal in 
respect of that income, and shall make returns and be 
assessable and liable for income tax on that income 
accordingly. 

C£ 1976, No. 65, s. 284 
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HK 21. Company to be agent of absentee 
shareholders-A New Zealand company shall be the agent of 
all absentee shareholders and of all absentee holders of 
debentures to which section FC 1 or section FC 2 applies, and 
the company shall make returns and be assessable accordingly 
on all dividends paid or credited by the company to any such 
shareholder or debenture holder while that shareholder or 
debenture holder is an absentee. 

Cf. 1976, No. 65, s. 285 

HK 22. Trustee of group investment fund to be agent 
of absentee investors-The trustee of any group investment 
fimd shall be the agent of every investor in the group 
investment fund, being an investor who is an absentee, and 
shall make returns and be assessable and liable for income tax 
accordingly on all dividends paid or credited by the group 
investment fund to any such investor while that investor is an 
absentee. 

Cf. 1976, No. 65, s.285A 

HK 23. Banking company to be agent of absentee 
depositors-Every banking company, and every other 
company, local or public audiority, or other person, who in the 
course of business receives or holds money by way of deposit 
and allows interest on the deposit shall, for the purposes of this 
Act and the Tax Administration Act 1994, be the agent of all 
depositors who are absentees, and shall make returns and be 
assessable and liable for income tax accordingly on any interest 
which is paid or credited to a depositor while die depositor is an 
absentee, if that interest exceeds $100 in any year. 

C£ 1976, No. 65, s. 286 

HK 24. Liability as agent of employer of non-resident 
taxpayer and employer's agent-(l) The employer or the 
agent of the employer of every non·resident taxpayer shall, for 
the purposes of this Act and the Tax Administration Act 1994, 
be tne agent of the non·resident taxpayer in respect of the 
salary, wages, or other emoluments received by the non· 
resident taxpayer, and shall make returns and be assessable 
and liable for mcome tax on that income accordingly. 

(2) Where any such non·resident taxpayer has, whether 
before or after the commencement of this Act, made default in 
the payment of any income tax payable by the non· resident 
taxpayer in respect of his or her salary, wages, or other 
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emoluments, the amount of that tax shall, on application by the 
Commissioner, be deducted by the employer or the employer's 
agent from any salary, wages, or other emoluments to be paid, 
and shall be paid to the Commissioner on behalf of the 
taxpayer. 

(3) Where any non· resident taxpayer is in receipt of any 
pension or annuitY' payable by the Government of New zealand 
or payable out of any superannuation category 1 scheme or 
any superannuation category 2 scheme or any superannuation 
category 3 scheme established in New Zealand, any income tax 
payable by the non·resident taxpayer in respect of the pension 
or annuity shall, on application by the Commissioner, be 
deducted from any instalffient or instalments of the pension or 
annuity to be paid, and shall be paid to the Commissioner on 
behalf of the taxpayer. 

(4) In this section "non·resident taxpayer" means any person 
who, being liable for income tax in respect of salary, wages, or 
other emoluments derived from New Zealand, or in respect of 
any annuity or pension derived from New Zealand, has no fixed 
and permanent residence or place of abode in New Zealand. 

C£ 1976, No. 65, s. 287 

HK 25. Non-resident trader to be agent of employees in 
New Zealand-Every non·resident trader shall, for the 
purposes of this Act and the Tax Administration Act 1994, be 
the agent of all persons in the non·resident trader's 
employment in New Zealand in respect of the salary, wages, or 
other emoluments received by them, and shall make returns 
and be assessable and liable for income tax accordingly. The 
agent in New Zealand of a non·resident trader shall, for the 
purposes of this section, be under the same obligations as the 
agent's principal. 

C£ 1976, No. 65, s. 288 

HK 26. Agents in New Zealand of principals resident 
abroad-( 1) Subject to this section, when any person in New 
Zealand, on behalf of a principal who is resident in a country or 
territory outside New Zealand and is not resident in New 
Zealand, is instrumental in procuring the purchase from that 
principal of goods or merchandise which are in New Zealand or 
are to be imported into New Zealand in pursuance of or in 
consequence of that purchase, whether the contract of 
purchase is made in New Zealand or elsewhere, the principal 
shall in respect of the sale by the principal of the goods or 
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merchandise be deemed to be carrying on business in New 
Zealand through the agency of that person; and the income 
derived from that business shall be deemed to be derived from 
New Zealand, in the same manner and to the same extent as if 
the contract had been made in New Zealand, and shall be 
assessable for income tax accordingly, and the agent shall make 
returns and pay tax accordingly. 

(2) The Commissioner may exempt in whole or in part from 
the liability, under subsection (1), to pay income tax in New 
Zealand any principal or class or classes of principals, being 
resident in a country or territory outside New Zealand and not 
being resident in New Zealand, if and so far as the 
Commissioner is satisfied that in corresponding circumstances 
the like principal or the like class or classes of principals, being 
resident in New Zealand, are not liable to or are exempt from 
income tax imposed by the laws of that country or territory. 

(3) Every exemption granted under subsection (2) to a 
principal shall extend to exempt from income tax in New 
Zealand (in the capacity of agent, but not otherwise) the agent 
of that principal. 

C£ 1976, No. 65, s. 289 

SUBPART Z-TERMINATING PROVISIONS 

HZ 1. Trust distributions-Where and to the extent to 
which any distribution received from a trust (not being a unit 
trust, a group investment fund, or a superannuation scheme) 
consists of income, capital profits, or capital gains derived by 
the trustee of that trust in the 1987-88 or any earlier income 
year which was not also income derived by a beneficiary 
entitled in possession to the receipt of that income under the 
trust during the same income year,-

(a) The provisions of this Act and of the Tax Administration 
Act 1994 that correspond to those provisions of the 
Income Tax Act 1976 and of the Income Tax 
Amendment Act (No. 5) 1988 specified in the proviso 
to section 9 of the latter Act (as substituted by section 
13 of the Income Tax Amendment Act 1990) shall 
not apply in respect of that distribution; and 

(b) That distribution shall not be assessable for tax. 
Cf. 1988, No. 225, s. 9; 1990, No. 24, s. 13 

HZ 2. Trusts that may become qualifying trusts-Where 
a settlement was first made on the terms ot a trust on or before 
17 December 1987 (whether or not any further settlements 
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were made to or for the benefit of the trust or on the terms of 
the trust after 17 December 1987), and any settlor, trustee, or 
beneficiary of that trust has made an election under section 
228 (7) of the Income Tax Act 1976 on or before 31 May 1989 
to pay income tax on trustee income derived in the 1988-89 
and subsequent income years, for the purposes of determining 
the liability of any person for income tax on any distribution 
from that trust, all trustee income of that trust-

(a) Derived from outside New Zealand; or 
(b) Derived from New Zealand only as non·resident 

withholding income, if the obligations of all persons 
to pay income tax in relation to that non·resident 
withholding income tax have been satisfied,-

in the 1987-88 and earlier income years during any period 
during which there was no trustee of that trust resident in New 
Zealand shall be deemed to have been liable under this Act to 
New Zealand income tax (other than only as non·resident 
withholding income) and all the trustee's obligations under this 
Act in relation to the trustee's liability to New Zealand income 
tax in respect of that trustee income shall be deemed to have 
been satisfied. 

Cr. 1976, No. 65, s. 227A 

PART I 
ASSESSMENT OF INCOME AND TREATMENT OF LOSSES 

SUBPART B-TAXABLE INCOME 

IB 1. Basic rates of income tax-(I) The Commissioner 
may in any year of assessment (whether before or after the 
passing of the annual taxing Act for that year) assess the 
mcome tax of any taxpayer at the basic rates. No such 
assessment shall be deemed to be invalid on the ground that it 
is made before the passing of the annual taxing Act. 

(2) If the annual rates for any year of assessment are higher 
or lower than the basic rates, the amount of every assessment 
of income tax made under this section in respect of that year 
shall be deemed to be increased or reduced accordingly, and 
every such assessment shall have the same effect as if the 
amount as so increased or reduced had been specified in the 
assessment. 

Cr. 1976, No. 65, s. 20 

IB 2. Income derived by non-resident mining 
operators from mining ventures-Notwithstanding 



2418 
s. IB 2 

Income Tax 1994, No. 164 

anything in this Act, a non-resident mining operator shall be 
assessable and liable for income tax in respect of the income 
derived by the operator from any mining venture carried on by 
the operator (being a mining venture in relation to which the 
operator is a non-resident mining operator) without regard to 
any income derived by the operator otherwise than from that 
mining venture or to any expenditure or loss incurred 
otherwise than in that mining venture. 

Cf. 1976, No. 65, s_ 221 (4) 

IB 8. Income derived by non-resident mIning 
operators otherwise than from mining ventures-Where 
in any income year a non-resident mining operator derives any 
income otherwise than from a mining venture, the operator 
shall be separately assessable and liable for income tax in 
respect of that income without regard to any income derived 
by the operator in that income year from any such mining 
venture or to any expenditure or loss incurred in any such 
mining venture. 

Cf. 1976, No. 65, s. 222 

IB 4. Change of return date-Where, for the purposes of 
section 39 of the Tax Administration Act 1994, a taxpayer is 
assessed for income tax on a return made for a period that is 
less or greater than a year, the rate of the tax shall be 
determined as for a year, and for the purposes of this section 
the taxable income of a taxpayer shall be deemed to have been 
derived at a uniform daily rate throughout the period for which 
the return has been made and where that period is less than a 
year that daily rate shall be deemed to have continued for a 
year. 

Cf. 1976, No. 65, s. 16 (6) 

SUBPART C-PAy-PERIOD TAXPAYERS 

IC 1. Tax of pay·period taxpayers to be determined by 
amount of tax deductions or by assessment
(1) Notwithstanding anything in this Act, the amount of income 
tax for which a pay-period taxpayer to whom section IC 3 does 
not apply is liable in respect of the income derived by the 
taxpayer in any year shall be determined exclusively and finally 
by the total amount of the tax deductions required under the 
PAYE rules or the RWT rules to be made from that income, 
except where the taxpayer has, not later than the end of the 
next succeeding year or within such further period as the 
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Commissioner may allow in any case or class of cases, 
furnished to the Commissioner a return of that income, in 
which case the amount of that income tax shall be the smaller 
of the following amounts: 

(a) The total amount of those tax deductions: 
(b) The amount of income tax assessed under a general 

assessment. 
(2) Except where a return of income is furnished for the 

purpose of having the amount of income tax in respect of the 
mcome for the year assessed under a general assessment, a pay
period taxpayer to whom this section applies shall not furnish a 
return of income for the year unless the taxpayer is required by 
the Commissioner to do so. 

Cf. 1976, No. 65, s. 357 

IC 2. Adjustment of excessive tax deductions-In any 
case where-

(a) The amount of income tax for which a pay-period 
taxpayer is liable in respect of the income derived by 
the taxpayer in any rear is determined exclusively 
and finally, under sectIOn IC 1, by the total amount of 
the tax deductions required under the PAYE rules or 
the R WT rules to be made from that income; and 

(b) The Commissioner is satisfied that the total amount of the 
tax deductions made from payments of that income 
to the taxpayer is in excess of the total amount of the 
tax deductions required under the PAYE rules or the 
RWT rules to be made from that income,-

the Commissioner shall pay to the taxpayer the amount of that 
excess or, at the option of the Commissioner, credit that 
amount in payment of any tax due by the taxpayer and 
unpaid: 

Provided that no payment shall be made or credit given 
under this section after the expiration of the period of 8 years 
immediately after the end of the year in which that income was 
derived, except where written afplication for the payment or 
credit is made by or on behal of the taxpayer before the 
expiration of that period. 

Cf. 1976, No. 65, s. 358 

IC 8. Adjustments where tax deductions not in 
accordance with rebates for dependants or made on 
basis of special tax code certificate-( 1) Where in any 
year-
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(a) A tax deduction has been made from a payment of 
income from employment made to a pay-period 
taxpayer; and 

(b) The amount of the tax deduction was determined wholly 
or inlart on the basis of a special tax code certificate 
issue under section NC 14, and the Commissioner is 
satisfied that the special tax code certificate was 
issued on the basis of information that was incorrect 
or incomplete or misleading or on the assumption 
that certain circumstances would continue to exist or 
that certain events would happen, and those 
circumstances have changed or those events have not 
happened,-

the taxpayer shall furnish to the Commissioner, at such time as 
the Commissioner may require, a return of the income derived 
by the taxpayer in that year, and the amount of income tax for 
which the taxpayer is liable in respect of that income shall be 
the amount of income tax that is payable under a general 
assessment. 

(2) Where in any year-
(a) A tax deduction has been made from a payment of 

income from employment made to a pay-period 
taxpayer, and the amount of the tax deduction was 
detennined wholly or in part on the basis of a special 
tax code certificate issued under section NC 14; and 

(b) The taxpayer has, not later than the end of the next 
succeeding year or within such further period as the 
Commissioner may allow in any case or class of cases, 
furnished to the Commissioner a return of the income 
derived by the taxpayer in the first-mentioned 

h yearf'--;- r hi h h . li bl . t e amount 0 mcome tax lor wet e taxpayer IS a e m 
respect of that income shall be the amount of income tax that 
is payable under a general assessment. 

Cf. 1976, No. 65, s. 359 

SUBPART D-WITHDRAWAL TAX 

ID 1. Application of this Subpart-This Subpart shall 
~pply to every person who is deemed to derive withdrawal 
mcome. 

Cf. 1976, No. 65, s. 329 
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ID 2. Withdrawal tax imposed-Every person who is 
deemed to derive withdrawal mcome shall be liable to pay a 
special tax to be known as withdrawal tax at the rate of 45% of 
the gross amount of that income. 

ct 1976, No. 65, s. 330 

ID 8. Withdrawal income-( 1) Where any special account 
is closed in any income year, any amount WIthdrawn on that 
closure, not being an amount WIthdrawn under a withdrawal 
certificate, shall be deemed to be income (in this Act referred to 
as "withdrawal income") derived in that income year by the 
person who operated that account: 

Provided that in no case shall the withdrawal income of any 
person under this subsection exceed-

(a) In the case of a person operating a special farm ownership 
account or a special fishing vessel ownership account, 

(b) In 

$60,000 less the aggregate amount withdrawn from 
that account under withdrawal certificates: 
the case of a person operating a special home 
ownership account, $10,250 less the aggregate 
amount withdrawn from that account under 
withdrawal certificates. 

(2) Where in any income year any special farm ownership 
account or special fishing vessel ownership account is converted 
into a special home ownership account, tbe amount, if anr, by 
which the amount standing to the credit of the special farm 
ownership account or special fishing vessel ownership account 
at the end of the 31 March immediately preceding tile date of 
that conversion of that account exceeded the amount of 
$10,250 shall be deemed to be income (in this Act referred to 
as "withdrawal income") derived in that income year by the 
person who operated that account so converted. 

(3) Where any amount is withdrawn from a special account 
under a withdrawal certificate, and the farm ownership 
requirements or the home ownership requirements or the 
fishing vessel ownership requirements, as the case may be, are 
not fiillilled in relation to that amount, that amount shall be 
deemed to be income (in this Act referred to as "withdrawal 
income") derived by the person who operated the account in 
the income year in which the Commissioner is notified under 
the Farm Ownership Savings Act 1974 or the Home Ownership 
Savings Act 1974 or the Fishing Vessel Ownership Savings Act 
1977 that those requirements were not fulfilled: 
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Provided that in no case shall the withdrawal income of any 
person under this subsection exceed-

(a) In the case of a person who operated a special farm 
ownership account or a special fishing vessel 
ownership account, $60,000 less the aggregate of any 
amounts deemed to be withdrawal income derived by 
that person under subsection (1): 

(b) In the case of a person who operated a special home 
ownership account, $10,250 Iess the aggregate of any 
amounts deemed to be withdrawal income derived by 
that person under subsection (1). 

(4) Any amount which is withdrawal income derived by any 
person in any income year under this section shall not be 
included in the assessable income of that person in that year or 
any other year. 

Cf. 1976, No. 65, s. 331 

ID 4. Payment of withdrawal tax-(I) Where, in respect 
of any withdrawal from any special account, any withdrawal 
income is derived by any person under section ID 3 (1), the 
authorised savings institution with which that account is 
operated shall withhold from the proceeds payable in respect of 
that withdrawal the amount of the withdrawal tax payable in 
respect of that withdrawal income. 

(2) Where, in respect of the conversion of any special farm 
ownership account or special fishing vessel ownership account 
to a special home ownership account, any amount standing to 
the credit of that account is withdrawal income derived by any 
person under section ID 3 (2), the authorised savings institution 
with which that account is operated shall deduct from the 
amount of that withdrawal income the amount of the 
withdrawal tax payable in respect of that withdrawal income. 

(3) Any authorised savings institution which is liable to 
withhold or deduct, under subsection (1) or subsection (2), the 
amount of any withdrawal tax payable by any person, shall, not 
later than the 20th of the month immediately following the 
month in which it became so liable, pay that amount to the 
Commissioner, and deliver to the Commissioner a certificate in 
the prescribed form giving such details in relation to that tax 
and to the person in respect of whom it is payable as are 
mentioned in that form, and that payment shall be deemed to 
be a payment of that tax by that person. 

(4) Notwithstanding anything in this or any other Act, the 
amount of any withdrawal tax which any authorised savings 
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institution is liable to withhold or deduct under subsection (1) or 
subsection (2), shall in all cases be so withheld or deducted, and 
shall be payable by that authorised savings institution only to 
the Commissioner in respect of that tax. 

(5) Where any authorised savings institution has failed to 
withhold or deduct the amount of any withdrawal tax payable 
by any person, under subsection (1) or subsection (2), and has 
paid an amount equal to the amount of that tax to the 
Commissioner under subsection (3), it may recover the amount 
so paid from that person. 

(6) Any person who derives any withdrawal income under 
section ID 3 (3) shall pay to the Commissioner, within such time 
as the Commissioner may allow, the withdrawal tax payable in 
respect of that income. 

Cr. 1976, No. 65, s. 332 

ID 5. Evidence of liability in proceedings for 
recovery-Any amount which is payable to the Commissioner 
as or in respect of withdrawal tax under section ID 4 (3) or 
section ID 4 (6) shall be recoverable by the Commissioner in the 
same manner as if it were income tax levied under section 
BB 1, and in any proceedings against any person relating to the 
recovery of such an amount, a ceriificate signed by the 
Commissioner certifying that that amount is parable by that 
person under this section shall, in the absence 0 proof to the 
contrary, be conclusive evidence that that amount IS payable to 
the Commissioner by that person. Judicial notice shall be taken 
of the signature to any certificate given under this section. 

Cf. 1976, No. 65, s. 333 

ID 6. R.elief in certain cases-In any case where it is 
shown to the satisfaction of the Commissioner that the amount 
of withdrawal tax payable by any person in respect of any 
withdrawal income deemed to be derived by the person in 
relation to any special account 0rerated br the person exceeds 
the aggregate of the amounts 0 rebate 0 income tax allowed 
in relation to that account under section KG 1, the 
Commissioner shall make such reduction in the amount of that 
withdrawal tax as the Commissioner considers to be just and 
equitable in the circumstances of that particular case. 

Cr. 1976, No. 65, s. 335 

ID 7. Application of other provisions to withdrawal 
tax-Subject to this Subpart, the other provisions of this Act 
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and of the Tax Administration Act 1994, as far as they are 
applicable and with any necessary modifications, shall apply 
with respect to withdrawal tax as if it were income tax leVIed 
under section BB 1 of this Act; but nothing in this Subpart shall 
be so construed as to include withdrawal tax in the terms 
"income tax" or "tax" for the purposes of-

(a) The provisions listed in section OZ 1 (3)(a) to (0) of this 
Act; or 

(b) Sections 121 and 122 of the Tax Administration Act 1994. 
Cf. 1976, No. 65, s. 336 

SUBPART E-LosSES-GENERAL 

lE 1. Losses incurred may be set off against future 
profits-( 1) Subject always to the express provisions of this 
section and section IF 1, this section and section IF 1 are 
intended-

(a) To permit taxpayers to carry forward losses incurred in 
one income year for set off against assessable income 
of the taxpayer in a later income year; but 

(b) In the case of taxpayers who are companies, to limit the 
circumstances in which a loss can be so carried 
forward and set off to those where the tax benefit 
arising from the set off is obtained (directly or 
indirectly), at least to the extent of 49%, only by the 
same natural persons holding (directly or indirectly) 
rights in relation to the company who, by virtue of 
holding such rights, effectively bore the loss. 

(2) For the purposes of this section and section IF 1, any loss 
incurred by a taxpayer shall be ascertained in accordance with 
the provisions of this Act for the calculation of assessable 
income. 

(3) Any taxpayer who satisfies the Commissioner that the 
taxpayer has in any income year incurred a loss shall, subject to 
this section and section IF 1, be entitled to claim that-

(a) The loss be carried forward to the income year 
immediately succeeding the incomeJear in which the 
loss was incurred, and be deducte from or set off 
against the assessable income, if any, derived in that 
immediately succeeding income year so far as that 
assessable income extends; and 

(b) So far as it cannot then be deducted or set off, the loss be 
carried forward from that immediately succeeding 
year to the next succeeding income year and be 
deducted from or set off against the assessable 
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income, if any, derived in that next succeeding 
income year, and so on. 

(4) Where losses incurred in 2 or more income years are 
carried forward in accordance with the provisions of this 
section those losses shall be deducted or set off in the same 
order as those losses were incurred. 

(5) Where, if a profit had been made from the transaction in 
which the loss was incurred, the amount of the profit would not 
have been assessable income, no relief shall be given under this 
section in respect of that loss. 

(6) Where and to the extent that-
(a) A taxpaxer has incurred any expenditure or loss which 

has been taken into account in calculating a loss 
incurred by that taxpayer in any income year; and 

(b) The taxpayer did not during that income year make 
payment on account of the expenditure or loss but 
rather a debt remained outstaniling; and 

(c) The taxpayer is, in any subsequent income year,-
(i) Discharged from liability in respect of that debt 

without fully adequate consideration in money or 
money's worth; or 

(ii) Released from liability in respect of that debt by 
the operation of the Insolvency Act 1967 or the 
Companies Act 1955 or the Companies Act 1993 or 
the laws of any country or territory other than New 
Zealand,-
or the debt has, in any subsequent income year, 
become irrecoverable or unenforceable by action 
through lapse of time; and 

(d) That discharge, release, irrecoverability, 
unenforceability is neither-

or 

(i) Required to be taken into account by the 
taxpayer under the qualified accruals rules; nor 

(ii) A dividend derived by the taxpayer within the 
meaning of section CF 2 (1 )(b) or (being a dividend 
which, if the transaction giving rise to the dividend 
had been effected with a shareholder of the relevant 
company, would have been a dividend within the 
meaning of section CF 2 (1)(b)) within the meaning 
of section CF 2 (1 )(k); and 

(e) The expenditure or loss has given rise or would, but for 
this subsection, give rise to the relief afforded by this 
section,-

C---24 
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the relief afforded by this section shall be reduced by the 
amount discharged, released, or become irrecoverable or 
unenforceable, and-

(f) For the purposes of giving effect to this subsection, the 
Commissioner may at any time alter any assessment 
notwithstanding the time bar; and 

(g) Where and to the extent to which the relief afforded by 
this subsection has been reduced and the taxpayer 
pays an amount in respect of the debt previously 
discharged, released, or become irrecoverable or 
unenforceable, the amount paid shall, to the extent 
that it does not exceed the reduction in relief, be 
allowed as a deduction from the assessable income of 
the taxpayer in the income year in which payment is 
made. 

Cf. 1976, No. 65, s. 188 (1)-(6); 1994, No. 76, s. 25 

lE 2. Loss incurred in specified activities-( 1) Subject to 
this section, where in any income year any taxpayer, being an 
existing farmer, commences to conduct another specified 
activity that is different from the specified activity, or every one 
of the specified activities, by virtue of which the taxpayer is, 
immediately before that commencement, an existing farmer 
and the Commissioner is satisfied that that other specified 
activity is one that is usually conducted in association with and 
is complementary to the specified activity or any of the 
specified activities by virtue of which the taxpayer is, 
immediately before that commencement, an existing farmer, 
that other specified activity shall be deemed to be an activity 
related to the specified activity to which, the Commissioner is 
satisfied, it is complementary. 

(2) Subject to this section, where in any income year any 
taxpayer, being an existing farmer, commences to conduct 
another specified activity that is different from the specified 
activity or every one of the specified activities by virtue of 
which the taxpayer is, immediately before that 
commencement, an existing farmer and that other specified 
activity is conducted on land that the taxpayer has owned, or 
has held under any lease, licence, or other agreement, 
throughout the period of 5 years ending on the date of that 
commencement, that other specified activity shall be deemed 
to be an activity related to, as the case may be,-

C--24* 
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(a) The specified activity by virtue of which the taxpayer is, 
immediately before that commencement, an existing 
farmer; or 

(b) Such one of the specified activities by virtue of which the 
taxpayer is, immediately before that commencement, 
an eXIsting farmer-

(i) As the taxpayer elects by notice in writing 
(which notice shall be irrevocable) given to the 
Commissioner within the time within which the 
taxpayer is required to furnish a return of the 
taxpayer's income for the income year in which the 
taxpayer commenced to conduct that other specified 
activity, or within such further time as the 
Commissioner may allow in any case or class of cases; 
or 

(ii) Where the taxpayer does not so elect, as the 
Commissioner determines. 

(3) For the purposes of subsections (4) to (8), any specified 
activity that is a related activity shall be deemed to be part of 
the specified activity in relation to which it is a related activity. 

(4) Subsection (6) shall not apply in respect of any loss 
incurred in any income year by any taxpayer, being an existing 
farmer, in the conduct of any established activity. 

(5) Where, in relation to a taxpayer and to any income year, 
this section would have effect more favourably if the words 
"not being crops (other than flowers) in respect of which the 
preparation of the land, and the planting and cultivation of the 
tree or plant, and the harvesting of the crop is accomplished 
within a period of 12 months" were omitted from paragraph 
(b)(ii) of the definition of "specified activity", this section shcill, 
in relation to the taxpayer and to the income year, apply as if 
those words were omitted. 

(6) Where in any income year any taxpayer incurs a loss in 
the conduct of any specified activity, the following provisions 
shall apply, and sectIons lE 1, IF 1, and IG 2 of thiS Act and 
section 92 of the Tax Administration Act 1994 shall, to the 
extent and in the manner that they are so modified, apply 
accordingly: 

(a) The amount of that loss which, notwithstanding anything 
in this Act, may be deducted from or set off against 
the assessable income derived by the taxpayer in that 
income xear (referred to in paragraphs (b) and (d) as 
"year 1 ') otherwise than from the conduct of' that 
specified activity shall not exceed the lesser of-
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(i) $10,000: 
(ii) The amount of that loss: 

1994, No. 164 

(b) To the extent (if any) that the loss cannot be deducted or 
set off under paragraph (a), the loss shall, subject to 
sections lE 1 (4) and IF 1 (1) of this Act and to section 
92 (4) of the Tax Administration Act 1994, be carried 
forward to the income year immediately succeeding 
year 1 (that immediately succeeding income year 
being referred to in this subsection as "year 2") and 
shall be added to the amount of the loss (if any) 
incurred by the taxpayer in the conduct of that 
specified activity in year 2: 

(c) The amount of that loss that may, under sections lE 1 and 
IF 1 of this Act and section 92 of the Tax 
Administration Act 1994, be deducted from or set off 
against the assessable income derived by the taxrayer 
in year 2, otherwise than from the conduct 0 that 
specified activity, shall-

(i) Where, in year 2, the taxpayer does not incur a 
loss in, and does not derive assessable income from, 
the conduct of that specified activity, be, subject to 
subparagraph (iv) of this paragraph, the amount of 
the loss carried forward under paragraph (b): 

(ii) Where, in year 2, the taxpayer incurs a loss in 
the conduct of that specified activity, be, subject to 
subparagraph (iv) of this paragraph, the aggregate of 
the amounts of the losses that are added to each 
other under paragraph (b): 

(iii) Where, in year 2, the taxfayer derives 
assessable income from the conduct 0 that specified 
activity, be, subject to subparagraph (iv) of this 
paragraph, the amount of the loss carried forward 
under paragraph (b) to the extent that that amount 
cannot be deducted from or set off against that 
assessable income under sections lE 1 and IF 1 of this 
Act and section 92 of the Tax Administration Act 
1994: 

(iv) Be, in every case, not more than $10,000: 
(d) In respect of any income year succeeding year 2, 

paragraphs (b) and (c) shall (so far as they are 
applicable) apply as if-

(i) That succeeding income year were year 2; and 
(ii) The income year immediately preceding that 

income year were year 1; and 
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(iii) The amount (if any) by which the aggregate 
referred to in paragraph (c) exceeds the amount 
deducted or set off under that paragraph were the 
amount of the loss to be carried forward under 
paragraph (b): 

(e) In any case where the specified activity is conducted in 
any income year by 2 or more persons, the preceding 
provisions of this subsection shall apply as if every 
reference in those provisions to a taxpayer and to the 
amount of a loss incurred by the taxpayer in the 
conduct of the specified actiVIty were a reference to 
each such person and to the amount of each such 
person's share of the amount of any joint loss 
mcurred in that income year by those persons in the 
conduct of the specified activity: 

(f) Where in any income year any taxpayer conducts 2 or 
more specified activities, the amount, of the 
aggregate of the amounts of the losses incurred by 
the taxpayer in that income year in the conduct of 
every such specified activity, that may be deducted 
from or set off against the assessable income derived 
by the taxpayer in that income year, whether from 
the conduct of those specified activities or otherwise 
than from the conduct of those specified activities, 
shall not exceed the lesser of-

(i) $10,000: 
(ii) The amount of that aggregate: 

(g) In any case where paragraph (f) applies, the taxpayer may 
elect, by notice in writmg (which notice shall be 
irrevocable) given to the Commissioner within the 
time within which the taxpayer is required to furnish 
a return ofthe taxpayer's mcome for the income year 
in which losses are mcurred in the conduct of 2 or 
more specified activities, or within such further time 
as the Commissioner may allow in any case or class of 
cases, that, of the aggregate of the amounts of the 
losses referred to in paragraph (f), the amount that 
may be deducted or set off under that paragraph 
shall comprise such amount (if any) of each of those 
losses as the taxpayer specifies in that notice, and 
each such amount shall, subject to paragraph (f), be 
deducted or set off accordingly: 

(h) Where, in any case where paragraph (g) applies, there 
remains after the deduction or set off made under 
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that paragraph a residue of the loss in relation to 
which that deduction or set off was so made, and the 
amount of that residue is carried forward to the 
income year immediately succeeding the income Y"ear 
(referred to in this subsection as the "first year ') in 
which that loss was incurred, the following provisions 
shall apply: 

(i) To the extent that that amount so carried 
forward is less than the assessable income derived in 
that immediately succeeding income year from the 
conduct of the specified activity (in the conduct of 
which that loss was incurred in the first year), that 
amount shall be deducted from or set off against that 
assessable income; and 

(ii) To the extent (if any) that that amount so 
carried forward exceeds the assessable income so 
derived, paragraphs (f) and (g) shall, in relation to the 
amount of that excess, apply as if that amount were 
the amount of the loss incurred, in the immediately 
succeeding income year, in the conduct of the 
specified activity: 

Provided that this subsection shall not apply in respect of any 
loss incurred by any taxpayer in the 1986-87 income year or in 
any subsequent year in the conduct of any specified activity 
referred to in any of paragraphs (a) to (i) of the definition of 
"specified activity": 

Provided further that this subsection shall not apply in 
respect of any loss incurred by any taxpayer in the 1990-91 
incomeJear or in any subsequent year in the conduct of any 
specifie activity referred to in paragraph (j) of the definition of 
, specified activity". 

(7) The amount or the amounts of any loss incurred by any 
taxpayer, being a company included in a group of companies, 
in the conduct of any specified activity that may, in respect of 
any income year, be-

(a) Deducted from or set off against the assessable income 
derived br the tax£ayer otherwise than from the 
conduct 0 that specIfied activity under subsection (6); 
or 

(b) Deducted from or set off against the assessable income 
derived in that income year by any other company or 
companies included in that group of companies under 
section IG 1 (4),-
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shall not exceed, or shall not exceed in the aggregate the lesser 
of-

(c) $lO,OOO: 
(d) The amount of that loss: 
Provided that this subsection shall not apply in respect of any 

loss incurred by any taxpayer, being a company included in a 
group of companies, in the 1986-87 income year or in any 
subsequent year in the conduct of any specified activity 
referred to in any of paragraphs (a) to (i) of the definition of 
"specified activity": 

Provided further that this subsection shall not apply in 
respect of any loss incurred by any taxpayer, being a company 
in a group of companies, in the 1990-91 income year or in any 
subsequent year in the conduct of any specified activity 
referred to in paragraph m of the defulltion of "specified 
activity" . 

(8) Notwithstanding anything in the preceding subsections of 
this section, in any case where in any income year any 
taxpayer-

(a) Is engaged (on average in respect of the whole of the 
income year) principally ana personally in conducting 
any specified actiVIty (not being a specified activity 
within the meaning of paragraph Ol of the definition 
of "specified activity") which, in tne opinion of the 
Commissioner, is the livelihood of the taxpayer or the 
taxpayer is in the course of establishing as the 
taxpayer's livelihood; and 

(b) Derives income from personal exertion, being income 
derived otherwise than from the conduct of that 
specified activity and being income which the 
taxpayer is compelled, by reason of circumstances 
that arise in the course of and as a result of the 
conduct of that specified activity, to derive; and 

(c) Derives that income from personal exertion for the 
purposes of enabling the taxpayer to meet 
expenditure (whether or not the expenditure is 
required to meet losses suffered through any adverse 
event, happening, or cause) essential for the 
maintenance of the taxpayer and the taxpayer's 
dependants, or for the contmuance of that specified 
activity; and 

(d) Would, in the opinion of the Commissioner, suffer 
hardship from the application of subsection (6),-
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the Commissioner may determine that an amount of loss 
greater than that authorised in subsection (6) (being a loss 
incurred by the taxpayer in the conduct of the specified 
activity) may, subject to section IF 1 (1), be deducted from or 
set off against that income from personal exertion derived by 
the taxpayer in such income year or income years as the 
Commissioner specifies. 

(9) In this section-
"Established activity" in relation to a taxpayer who is an 

existing farmer, means any specified activity or 
specified activities (not being a specified activity 
within the meaning of paragraph U) of the definition 
of "specified activity") that the taxpayer conducted 
on 11 October 1982, where, in the opinion of the 
Commissioner, the conduct of the specified activity or 
the specified activities constituted the livelihood of 
the taxpayer and the taxpayer's sole or principal 
source of income: 

"Income from personal exertion" means income of any of 
the kinds referred to in paragraph (a) or paragraph (b) 
of section BB 4; but does not include income from 
any business of renting, or lending money, or making 
fuiancial investments: 

"Related activity" in relation to a specified activity 
conducted by any taxpayer in any income year, 
means-

(a) Any other specified activity conducted by the 
taxpayer in the income year that is of the same kind 
as that specified activity, whether or not conducted 
on the same land as that on which that specified 
activity is conducted: 

(b) Any other specified activity conducted by the 
taxpayer in the income year which is deemed, under 
subsection (1) or subsection (2), to be an activity 
related to that specified activity. 

C£ 1976, No. 65, s. 188A 

lE S. Attributed foreign losses-( 1) AnYlerson who has, 
for any income year, incurred an attribute foreign loss in 
relation to an income interest in a controlled foreign company 
shall be entitled to claim that-

(a) The attributed foreign loss be deducted from or set off 
against-
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(i) Attributed foreign income derived by the person 
in the income year in respect of any other controlled 
foreign comEany resident in the same country or 
territory (referred to in this subsection as the 
"relevant country") as that in which the first
mentioned controlled foreign company was resident 
in the accounting period during which was incurred 
the branch equivalent loss giving rise to the attributed 
foreign loss; or 

(ii) Foreign investment fund income calculated 
under the branch equivalent method derived by the 
person in the income year in respect of any foreign 
mvestment fund resident in the relevant country; and 

(b) So far as it cannot be deducted or set off, the loss be 
carried forward to the income year immediately 
succeeding the income year in which the loss was 
incurred and deducted from or set off against-

(i) Attributed foreign income, if any, of the 
taxpayer derived in the immediately succeeding 
income year in respect of-

(A) The first-mentioned controlled foreign 
company, where the first-mentioned 
controlled foreign company remains 
resident in the relevant country; or 

(B) Any other controlled foreign company 
resident in the relevant country; or 

(ii) Foreign investment fund income, if any, 
calculated under the branch equivalent method, of 
the taxpayer derived in the immediately succeeding 
year in respect of any foreign investment fund 
resident in the relevant country; and 

(c) So far as it cannot then be deducted or set off, the loss be 
carried forward from that immediately succeeding 
year to the next succeeding income year and be 
deducted from or set off against attributed foreign 
income or foreign investment fund income of the 
taxpayer derived in that next succeeding year in 
respect of a controlled foreign company or foreign 
investment fund of a kind referred to in 
paragraph (b), and so on for further succeeding 
mcome years. 

(2) No person who has in any income year incurred an 
attributed foreign loss shall be entitled to deduct or set off that 
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attributed foreign loss against any assessable income of that 
person except under this section. 

(3) Where attributed foreign losses incurred in 2 or more 
income years are carried forward in accordance with the 
provisions of this section those losses shall be deducted or set 
off in the same order as those losses were incurred. 
. (4) Where any person has furnished a return in respect of any 
mcome year, and-

(a) The return shows that the person has any attributed 
foreign loss for that income year that cannot in 
accordance with this section be deducted from or set 
off against any attributed foreign income of that 
person; or 

(b) The Commissioner ascertains that the person has any 
such attributed foreign loss,-

the Commissioner shall make a determination of the person's 
attributed foreign loss or losses, or (as the case may be) whether 
and to what extent any attributed foreign loss or losses may be 
carried forward to a later income year, under the provisions of 
this section. 

(5) As soon as is convenient after a determination of an 
attributed foreign loss or of an attributed foreign loss carried 
forward is made, the Commissioner shall cause notice of the 
determination to be given to the person, which notice may be 
included in a notice of assessment made under section III (1) 
of the Tax Administration Act 1994, or a notice of 
determination of loss made under section III (2) of that Act: 

Provided that the omission to give any such notice shall not 
invalidate any assessment, or the determination of attributed 
foreign loss, or the determination of attributed foreign loss 
carried forward. 

(6) Where-
(a) Any person has incurred an attributed foreign loss in 

relation to an income interest in a controlled foreign 
company; and 

(b) By virtue of section 38 of the Income Tax Amendment 
Act (No. 2) 1993 the income interest becomes an 
interest of the person in a foreign investment fund,

for the purposes of this Act, with effect from the income year in 
which the mcome interest becomes an interest of the person in 
a foreign investment fund, the attributed foreign loss shall be 
treated as a foreign investment fund loss of the person (as if the 
controlled foreign company were the relevant fund) not 
calculated under the branch equivalent method, except where 
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the person calculates the person's foreign investment fund 
income or loss under the branch equivalent method with 
respect to the interest and the period commencing with the 
date upon which the income interest becomes an interest in a 
foreign investment fund. 

C£ 1976, No. 65, s. 245M (1)-(3), (5)-(7); 1994, No. 76, s. 79 

lE 4. Deductibility of foreign investment fund 1088-

(1) No person who has in any income year incurred a foreign 
investment fund loss shall be entitled to deduct or set off that 
foreign investment fund loss against any assessable income of 
that person except under this section. 

(2) Subject to subsection (3), a person who has in any income 
year incurred a foreign investment fund loss calculated under 
any calculation method other than the branch equivalent 
method or has, under subsection (4), carried forward to that 
income year such a foreign investment fund loss, shall-

(a) Deduct the foreign investment fund loss from the foreign 
investment fund income calculated under any 
calculation method other than the branch equivalent 
method derived by that person in that income year; 
or 

(b) To the extent that the person can establish to the 
satisfaction of the Commissioner that the balance of 
the foreign investment fund loss, not deducted under 
paragraph (a), does not exceed the aggregate of 
foreign mvestment fund income calculated under any 
calculation method other than the branch equivalent 
method derived by the person in any previous income 
years, be entitled to claim that the foreign investment 
fund loss be deducted from or set off against other 
assessable income of that person and, to the extent to 
which the person has so claimed,-

(i) The foreign investment fund loss shall be 
deemed not to be a foreign investment fund loss for 
the purposes of this section; and 

(ii) For the purpose of applying this subsection on 
any subsequent occasion, the aggregate amount of 
the foreign investment fund income derived by the 
person in previous years shall be reduced by the 
amount of the foreign investment fund loss deducted 
under this paragraph. 

(3) No person who has in any income year incurred a foreign 
investment fund loss in respect of an interest in a fund 
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calculated under the branch equivalent method shall be entided 
to deduct or set off that foreign investment fund loss from or 
against any assessable income of the person except to the 
extent that the deduction or set-off is allowed under section 
lE 3 (1), applying that section as if-

(a) The interest in the fund were an income interest in a 
controlled foreign company; and 

(b) The foreign investment fund loss were attributed foreign 
loss arising in respect of a branch equivalent loss; and 

(c) References to the controlled foreign company were 
references to the fund,-

in which case the foreign investment fund loss may be 
deducted from or set off against the relevant attributed foreign 
income or foreign investment fund income. 

(4) Where a foreign investment fund loss cannot be deducted 
or set off under subsections (2) and (3), it shall be carried 
forward to the immediately succeeding income year, and 
subsection (2) or subsection (3) shall apply with respect to that 
foreign investment fund loss in the immediately succeeding 
income year, and so on. 

(5) Where foreign investment fund losses incurred in 2 or 
more income years are carried forward in accordance with the 
provisions of this section, those losses shall be deducted or set 
off in the same order as those losses were incurred. 

(6) If the person who incurs any foreign investment fund loss 
is a company, that loss may only be carried forward to any 
succeedirig income year in accordance with this section if and 
to the extent to which, had that loss been a loss to which 
sections lE 1 and IF 1 had applied, the carrying forward of that 
loss would have been perrmtted by sections lE 1 and IF 1 and, 
for the purposes of this subsection only, that foreign investment 
fund loss shall be deemed to be a loss incurred on the last day 
of the income year in respect of which the loss was incurred. 

(7) Where a person has furnished a return in respect of any 
income year, and-

(a) The return shows that the person has any foreign 
investment fund loss for the income year that cannot 
in accordance with this section be deducted from or 
set off against any assessable income of that person; 
or 

(b) The Commissioner ascertains that the person has any 
such foreign investment fund loss,-

the Commissioner shall make a determination of the person's 
foreign investment fund loss or losses, or (as the case may be) 
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whether and to what extent any foreign investment fund loss or 
losses may be carried forward to a later income year, under this 
section. 

(8) As soon as is convenient after a determination of a foreign 
investment fund loss or of a foreign investment fund loss 
carried forward is made, the Commissioner shall cause notice 
of the determination to be given to the person, which notice 
may be included in a notice of assessment made under section 
111 (1) of the Tax Administration Act 1994, or a notice of 
determination of loss made under section 111 (2) of that Act: 

Provided that the omission to give any such notice shall not 
invalidate any assessment, or the determination of a foreign 
investment fund loss, or the determination of a foreign 
investment fund loss carried forward. 

(9) Notwithstanding any other provision of this section or 
section IG 5, where-

(a) Any person has in any income year a foreign investment 
fund loss in respect of an interest in a fund calculated 
under the accounting profits method, the 
comparative value method, or the deemed rate of 
return method; and 

(b) The person acquired the interest-
(i) As part of a business which comprises or 

includes dealing in such interests; or 
(ii) For the purpose of deriving a gain on disposal of 

the interest; or 
(iii) As part of an undertaking or scheme entered 

into or devised for the purpose of making a profit,
the preceding provisions of this section and the proVISions of 
section IG 5 shall not apply to the loss, which shall instead be 
subject to the other provisions of this Act as if it were a loss 
incurred by the person in gaining or producing the assessable 
income of the person for the income year. 

(10) Notwithstanding any other provision of this section, 
where-

(a) Any person has carried forward to any income year, 
under this section, any foreign investment fund loss; 
and 

(b) Section CG 15 (2)(d) applies in respect of the person and 
the income year,-

the rerson may deduct or set off the foreign investment fund 
loss from or against assessable income derived in the income 
year in respect of interests that would be interests in a fund in 
the income year but for section CG 15 (2)(d), and to the extent 
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so deducted or set off, the loss shall not be carried forward by 
the person. 

C£ 1976, No. 65, s. 245RJ 

SUBPART F -LoSSES-COMPANIES 

IF 1. Losses incurred may be set off against future 
profits-( 1) Subject to the succeeding provisions of this section, 
no taxpayer being a company (in this subsection referred to as 
the "loss company") may carry forward, in accordance with 
section lE 1 (3), the whole or any part of a loss incurred by it in 
any income year (in this subsection referred to as the "year of 
loss") to any later income year (in this subsection referred to as 
the "year of carry forward"), unless there is a group of 
persons-

(a) The aggregate of whose minimum voting interests in the 
loss company in the period from the beginning of the 
year of loss to the end of the year of carry forward (in 
this subsection referred to as the "continuity period") 
is equal to or greater than 49%; and 

(b) In any case where at any time during the continuity 
period a market value circumstance exists in respect 
of the loss company, the aggregate of whose 
minimum market value interests in the loss company 
in the continuity period is equal to or greater than 
49%,-

and, for the purposes of this subsection, the minimum voting 
interest or minimum market value interest, as the case may be, 
of any person in the loss company in the continuity period shall 
be equal to the lowest voting interest or market value interest 
(as the case may be) in the loss company which that person has 
during the continuity period. 

(2) Subsection (1) shall not apply to prevent any company 
from carrying forward, in accordance With section lE 1 (3), the 
whole or part of any loss incurred in any income year (in this 
subsection referred to as the "year of loss") where and to the 
extent that the Commissioner is satisfied that-

(a) Subsection (1) would not have applied to prevent carry: 
forward if regard were had, for the purposes of 
applying that subsection (to the extent to which it 
requires regard to be had to the circumstances in the 
year of loss and without prejudice to the application 
of that subsection to the extent to which it requires 
regard to be had to later periods), to part only of the 
year of loss; and 
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(b) Adequate accounts have been prepared and furnished to 
the Commissioner by the company relating to that 
part of that year of loss which detail sufficiendy that 
part of the loss for the year of loss which was 
reasonably and fairly attributable to that part of that 
year of loss,-

in which event that claim for carry forward shall be allowed in 
respect of that part of the loss for the year of loss as those 
accounts indicate was reasonably and fairly attributable to that 
part of that year of loss. 

(3) Subsection (1) shall not apply to prevent any company 
from carrying forward, in accoraance WIth section lE 1 (3), the 
whole or part of any loss incurred in any income year (in this 
subsection referred to as the "year ofloss") to any later income 
year where and to the extent that the Commissioner is satisfied 
that-

(a) The company derived assessable income in the later 
income year; and 

(b) The provisions of-
(i) Subsection (1); and 
(ii) In the case of any loss incurred in the 1991-92 

income year or any earlier income year, subsection 
(6),-
would not have applied to prevent the carry forward 
if regard were had, for the purposes of applying such 
subsection (to the extent to which it requires regard 
to be had to the later income year and without 
prejudice to the application of such subsection to the 
extent to which it requires regard to be had to earlier 
periods), to part only of the Cater income year; and 

(c) Adequate accounts have been prepared and furnished to 
the Commissioner by the company relating to that 
part of that later income year which detail sUfficiendy 
that part of the assessable income for the whole of 
the later income year which was reasonably and fairly 
attributable to that part of that later income year,-

in which event that claim for carry forward to the later income 
year shall be allowed in respect of the loss for the year of loss to 
the extent to which it does not exceed that amount of 
assessable income as those accounts indicated was reasonably 
and fairly attributable to that part of that later income year. 

(4) For the purposes of this section, where adequate accounts 
are required to be prepared and furnished to the Commissioner 
in respect of the loss or assessable income of any company 
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which is reasonably and fairly attributable to a period which is 
part only of an income year of that company, those accounts 
shall be prepared, to the extent to which reasonable and fair, 
by applymg the provisions of this Act to that period as if it were 
an income year. 

(5) Any taxpayer shall be entitled to claim to carry forward 
and set off against assessable income derived by the taxpayer in 
accordance with section lE 1 (3) any loss which the taxpayer 
incurred in any income year prior to the 1977 -7 8 income year 
if that taxpayer would have been entitled to claim to carry 
forward that loss to that subsequent income year for the 
purpose of assessing income tax under section 137 of the Land 
ana Income Tax Act 1954 ifthe Income Tax Act 1976 and this 
Act had not been passed. 

(6) Where any taxpayer (being a company) claims, in 
accordance with section lE 1 (3), to carry forward the whole or 
part of a loss incurred by it in the 1991-92 income year or any 
earlier rear (in this subsection referred to as the "pre-1993 year 
of loss') to any later income year, the provisions of subsection 
(1) shall not preclude such claim where-

(a) The taxpayer would have been entitled to claim to carry 
forward the whole or part of the loss to the later 
income year under section 188 of the Income Tax 
Act 1976, as that section applied before its repeal and 
replacement by section 22 of the Income Tax 
Amendment Act (No_ 2) 1992, if that section 188 had 
continued to apply-

(i) As modified by section 188AA of the Income Tax 
Act 1976; and 

(ii) As if the continuity percentage referred to in 
section 188 (7) of the Income Tax Act 1976 were 
always 40%,-
in respect of the later income year; and 

(b) In respect of the period commencing on the first day of 
the 1992-93 income year and ending with the last 
day of that later income year (referred to in this 
subsection as the "relevant period"), there is a group 
of persons-

(i) The aggregate of whose minimum voting 
interests in the taxpayer in the relevant period is 
equal to or greater than 49%; and 

(ii) In any case where at any time during the 
relevant period a market value circumstance exists in 
respect of the taxpayer, the aggregate of whose 
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minimum market value interests in the taxpayer in 
the relevant period is equal to or greater thari. 49%,
and, for the purposes of this paragraph, the minimum 
voting interest or minimum market value interest, as 
the case may be, of any person in the taxpayer in the 
relevant period shall be equal to the lowest voting 
interest or market value interest (as the case may be) 
in the taxpayer which that person has during the 
relevant period. 

C£ 1976, No. 65, s. 188 (7)-(10), (12), (13) 

IF 2. Special provision in relation to losses incurred by 
companies in 1990-91 and 1991-92 income years-Where 
and to the extent that the Commissioner is satisfied that-

(a) A company (in this subsection referred to as the "loss 
company") has incurred a loss in the 1990-91 income 
year or the 1991-92 income year (the relevant 
mcome year being referred to in this subsection as 
the "year of loss"); and 

(b) Subsection (18) of section 188 of the Income Tax Act 1976 
(as inserted by section 7 of the Income Tax 
Amendment Act (No. 5) 1991 and in force before the 
repeal of section 188 by section 22 of the Income Tax 
Amendment Act (No. 2) 1992) would not have 
applied to prevent the loss company from carrying 
forward the whole or part of that loss if regard were 
had, for the p~oses of that subsection (78) (to the 
extent to which It required res-ard to be had to that 
part of the period commencmg with 8 p.m. New 
Zealand Standard Time on 30 July 1991 which falls 
within the year of loss (in this paragrar,h referred to 
as the "relevant part of the year ofloss' ), and without 
prejudice to the application of that subsection (18) to 
the extent to which it required regard to be had to 
later periods), to part only of the relevant part of the 
year of loss (that part of the relevant part of the year 
of loss being in this subsection referred to as the 
"relevant continuity period"); and 

(c) Adequate accounts have been prepared by the loss 
company and furnished to the Commissioner relating 
to the relevant continuity period which detail 
sufficiently that part of the loss for the whole of the 
year of loss which was reasonably and fairly 
attributable to the relevant continuity period,-
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that subsection (7B) shall not apply to prevent the loss company 
carrying forward, in accordance with section 188 (2) (as in force 
before its repeal by section 22 of the Income Tax Amendment 
Act (No. 2) 1992), that part of the loss as those accounts 
indicate was reasonably and fairly attributable to the relevant 
continuity period. 

Cf. 1976, No. 65, s. 188AA 

IF S. Attributed foreign losses-Where a company has 
any attributed foreign loss, that loss may only be carried 
forward to any succeeding income year in accordance with 
section lE 3 if, and to the extent to which, had that loss been a 
loss to which sections lE 1 and IF 1 had applied, carry forward 
of that loss would have been permitted by sections lE 1 and 
IF 1 and, for the purposes of this section only, that attributed 
foreign loss shall be deemed to be a loss incurred on the last 
day of the income year in respect of which the loss was 
attributed. 

Cr. 1976, No. 65, s. 245M (4) 

IF 4. Losses, attributed foreign losses, and foreign 
investment fund losses of amalgamating company
Where-

(a) Any amalgamating company ceases to exist on a 
qualifying amalgamation; and 

(b) The amalgamating company, in respect of an income 
year, has incurred a foss, an attributed foreign loss, or 
a foreign investment fund loss; and 

(c) The loss has not, under any of sections lE 1, lE 3, lE 4, 
IF 1, IF 3, IG 2, IG 4, and IG 5, been deducted from 
or set off against assessable income derived by the 
amalgamating company or any other company in any 
period prior to the amalgamation (including any part 
of the income year in which the amalgamation takes 
place); and 

(d) Under section IG 2 or section IG 4 or section IG 5, the loss 
could have been deducted from, or set off against, 
assessable income (if there was sufficient such 
income) derived, in that part of the income year of 
the relevant company which ends with the date of the 
amalgamation, by each of the amalgamated company 
(unless it is a company incorporated only on the 
amalgamation) and any company which has, at any 
time before or during the income year in respect of 
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which the loss is deducted or set off under this 
section, amalgamated with the amalgamated 
company,-

the loss shall be treated as if incurred by the amalgamated 
company and may be deducted from or set off against, under 
section lE 1 or section lE 3 or section lE 4 or section IF 2 or 
section IF 3, assessable income derived by the amalgamated 
company in periods commencing on or after the 
amalgamation, but applying sections lE 1 and IF 1 (and any 
other provisions of this Act the application of which is 
dependent upon the application of either of those provisions) as 
if, with respect to all times prior to the amalgamation, the 
amalgamated company did not separately exist and was 
instead the amalgamating company with the same holders of 
shares and options over shares each holding the same number 
and class of shares and options over shares as they held at the 
time in the amalgamating company. 

Cf. 1976, No. 65, s. 191wD (19); 1994, No. 76, s. 29 

IF 5. Ordering of losses of amalgamated company
Where losses incurred by 2 or more amalgamating companies 
are permitted under section IF 4 to be deducted from, or set off 
against the assessable income derived in an income year by the 
amalgamated company, those losses shall-

(a) If incurred in 2 or more income/ears, be deducted in the 
same order as incurred; an 

(b) If incurred in the same income year, be deducted, so far 
as the assessable income extends,-

(i) In the order elected by the amalgamated 
company by notice to the Commissioner in such form 
as die Commissioner may allow; or 

(ii) If no such election is made, on a pro rata basis. 
C£ 1976, No. 65, s. 191wo (20); 1994, No. 76, s. 29 

IF 6. Losses, attributed foreign losses, and foreign 
investment fund losses of amalgamated company
Where-

(a) An amalgamated company, in respect of an income year 
prior to the year in which the amalgamation takes 
place, has incurred a loss, an attributed foreign loss, 
or a foreign investment fund loss; and 

(b) The loss has not, under any of sections lE 1, lE 3, lE 4, 
IF 1, IF 3, IG 2, IG 4, and IG 5, been deducted from 
or set off against assessable income derived by the 
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amalgamated company or any other company in any 
period prior to the amalgamation (including any part 
of the income year in which the amalgamation takes 
place),-

the amalgamated company shall be entided to carry forward 
the loss into the income year in which the amalgamation takes 
place or any subsequent income year only if-

(c) The amalgamated company satisfies the relevant 
requirements of section lE 1 or section lE 3 or section 
lE 4 or section IF 1 or section IF 3 or section GC 2; 
and 

(d) Under section IG 2 or section IG 4 or section IG 5, the loss 
could have been deducted from, or set off against, 
assessable income (if there was sufficient such 
income) derived, in that part of the income year of 
the relevant company which ends with the date of the 
amalgamation, by each amalgamating company. 

Cf. 1976, No. 65, s. 191wn (21); 1994, No. 76, s. 29 

SUBPART G-LOSSES-GROUPS OF COMPANIES 
IG 1. Companies included in group of companies

(1) Subject always to the express provisions of this section and 
section IG 2, the provisions of this section and section IG 2 are 
intended to limit the circumstances in which a company that 
has incurred a loss in an income year, or that has a loss able to 
be carried forward to that income year in accordance with 
section lE 1 or section IF 1, may set off part or the whole of 
that loss against the assessable income ot another company to 
those circumstances where at all times during the income year 
in which the loss was incurred and all succeeding income years 
(if any) up to and including the year in which the loss was set 
off, the company incurring the loss and the other company 
were, at least to the extent of 66%, commonly owned (whether 
or not always during that period by the same group of persons). 

(2) For the purposes of this Act, in relation to any 2 or more 
companies-

(a) Where at any time there is a group of persons-
(i) The aggregate of whose common voting 

interests is equal to or greater than 66%; and 
(ii) In any case where at that time a market value 

circumstance exists in respect of any of the 
companies, the aggregate of whose common market 
value interests is equal to or greater than 66%,-
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those companies shall be treated as a group of 
companies at that time; and 

(b) Where, in relation to any income year or other period, 
there is at all times during that income year or other 
period a group of persons (whether or not always 
auring that income year or other period the same 
group of persons)-

(i) The aggregate of whose common voting 
interests is equal to or greater than 66%; and 

(ii) In any case where at any relevant time a market 
value circumstance exists in respect of any of the 
companies, the aggregate of whose common market 
value interests is equal to or greater than 66%,
those comf>anies shall be treated as a group of 
companies for that income year or other period 

(3) For the rurposes of this Act, references to any 2 or more 
companies bemg at any time or for any period a wholly-owned 
group of companies shall mean any 2 or more companies 
which would be a group of companies at that time or for that 
period if-

(a) The references in subsection (2) to 66% were instead 
references to 100%; or 

(b) The companies would be a wholly-owned group of 
companies under paragraph (a) if-

(i) Any nominal shareholding held by any person 
solely for the purpose of complying with the 
requirements of company law were disregarded; or 

(ii) The shares in any such company held by the 
trustee of, or held by employees or former employees 
of the company as a consequence of the operation of, 
any employee share purchase scheme were 
disregarded to the extent that the shares so held by 
the trustee or employees or former employees-

(A) Represent no more than 3% of the voting 
mterests in the company; and 

(B) In any case where at that time or during that 
period a market value circumstance exists 
m respect of the company, represent no 
more than 3% of the market value 
interests in the company. 

(4) Except as expressly provided in this Act, every company 
in a group of companies shall be assessable and liable for 
income tax in the same manner as if it were a company not 
included in a group of companies. 
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(5 ) For the purposes of this section, in relation to any 2 or 
more companies at any time,-

(a) The "common voting interest" of any person who has or 
is treated as having a voting interest in each of those 
companies at that time by virtue of section OD 3 is 
that percentage which is equal to-

(i) The percentage voting interest of the person in 
each of the companies at that time, if those 
percentages are the same in the case of each 
company; or 

(ii) The lowest of the percentage voting interests of 
the person in each of the companies at that time, if 
those percentages differ as between the companies; 
and 

(b) The "common market value interest" of any person who 
is treated as having a market value interest in each of 
those companies at that time by virtue of section 
OD 4 is that percentage which is equal to-

(i) The percentage market value interest of the 
person in each of the companies at that time, if those 
percentages are the same in the case of each 
company; or 

(ii) The lowest of the percentage market value 
interests of the person in each of the companies at 
that tim.e, if those percentages differ as between the 
compames. 

Cf. 1976, No. 65, s. 191 (1)-(5) 

IG 2. Loss offset between group companies-(I) For the 
purposes of this section-

(a) Any loss incurred by a taxpayer shall be ascertained in 
accordance with the provisions of this Act for the 
calculation of assessable income; and 

(b) Continuity of ownership shall be treated as being 
maintained in respect of any company and any 
period where there is a roup of persons-

(i) The aggregate 0 whose minimum voting 
interests in the company is equal to or greater than 
49%; and 

(ii) In any case where at any time during the period 
a market value circumstance exists in respect of the 
company, the aggregate of whose minimum market 
value interests in the company is equal to or greater 
than 49%,-
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and, for the purposes of this paragraph, the minimum 
voting interest or the minimum market value interest 
of any person in the company in the period shall be 
equal to the lowest voting interest or market value 
interest (as the case may be) in the company which 
that person has during the period; and 

(c) Where, if a profit had been made from the transaction in 
which the loss was incurred, the amount of the profit 
would not have been assessable income, no deduction 
shall be allowable under subsection (2) in respect of 
that loss. 

(2) Subject to the succeeding subsections of this section, 
where in respect of any income year (in this subsection referred 
to as the "year of offset ")-

(a) A company (in this subsection referred to as the "loss 
company") has-

(i) Incurred a loss (not being a loss which consists of 
a mining outgoing excess under section IH 5) in the 
year of offset; or 

(ii) Carried forward under sections lE 1 and IF 1 
such a loss incurred by the loss company in a 
preceding income year (in this subsection referred to 
as the "preceding loss year") to the year of offset; and 

(b) The loss company either-
(i) Elects by notice in accordance with subsection (3) 

that the whole or part of the loss be deducted from 
the assessable income derived in the year of offset by 
another company; or 

(ii) Receives a payment from another company 
under an agreement providing for the other company 
to bear or share in the loss-
(that other company being in this subsection referred 
to as the "profit company"); and 

(c) The profit company is in the same group of companies as 
the loss company for-

(i) The year of offset of the loss company; and 
(ii) In any case where the year of offset of the profit 

company ends on a date later than the last day of the 
year of offset of the loss company, the year of offset 
of the profit company; and 

(iii) In the case of a loss or part of a loss incurred by 
the loss company in any preceding loss year that was 
the 1981-82 income year or any subsequent rear, the 
preceding loss year of the loss company; and 
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(iv) In the case of a loss or part of a loss incurred by 
the loss company in any preceding loss year that was 
the 1991-92 income year or any subsequent year, all 
income years of the loss company (if any) falling 
between the preceding loss year of the loss company 
and the year of offset of the loss company; and 

(d) The loss company is at all times in-
(i) The year of offset of the loss company; and 
(ii) In the case of a loss or part of a loss incurred by 

the loss company in any preceding loss year,-
(A) The preceding loss year of the loss company; 

and 
(B) In any case where the preceding loss year is 

the 1991-92 income year or a later 
income year, all income years of the loss 
company . (if any) falling between the 
preceding loss year of the loss company 
and the year of offset of the loss 
company-

not a dual resident company and is at all times in 
those years either-

(iii) Incorporated in New Zealand; or 
(iv) Carrying on business in New Zealand through a 

fixed establishment in New Zealand; and 
(e) Continuity of ownership is maintained in respect of the 

loss company for-
(i) The year of offset of the loss company; and 
(ii) In any case where the year of offset of the profit 

company ends on a date later than the last day of the 
year of offset of the loss company, the year of offset 
of the profit company; and 

(~The amount so elected to be deducted or payment so 
received does not exceed the assessable income 
derived (after deduction of any loss which the profit 
company is able to deduct under sections lE 1 and 
IF 1 and any other amount deductible to the profit 
company under this subsection) by the profit 
company in the year of offset; and 

(g) In the case of any payment made by the profit 
company,-

(i) The payment does not exceed the amount of the 
loss; and 

(ii) The payment is made not later than the 31 
March that, ill relation to the loss company and the 
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year of offset, is the latest date to which the time for 
the furnishing of the return for that income year may 
be extended under section 37 (5) of the Tax 
Administration Act 1994, or is made within such 
further time as the Commissioner may allow; and 

(ill) The payment would not (otherwise than under 
this subsection) be taken into account in calculating 
the assessable income of either the loss company or 
the profit company; and 

(iv) The loss company gives notice of the payment 
to the Commissioner in accordance with 
subsection (3),-

the amount so elected to be deducted or the payment (as the 
case may be) shall-

(h) Be deductible by the profit company in the year of offset 
as if it were expenditure necessarily incurred in the 
production of assessable income during the year; and 

(i) To the extent so deductible, be deemed to be assessable 
income derived by the loss company in the year of 
offset; and 

(j) In the case of any payment made by the profit company, 
to the extent so deductible, not be treated as a 
dividend paid by the profit company to the loss 
company,-

and any election made in accordance with this subsection shall 
be irrevocable. 

(3) Every notice under subsection (2) shall be in writing and 
shciU be given to the Commissioner not later than the 31 March 
that, in relation to the loss comEany and the year of offset, is 
the latest date to which the time for the furnishing of the return 
of its income for the year of offset may be extended under 
section 37 (5) of the Tax Administration Act 1994 or within 
such further time as the Commissioner may allow. 

(4) Notwithstanding subsection (2), where and to the extent 
that-

(a) A deduction under that subsection would not, but for the 
application of this subsection, be available to a 
company (in this subsection referred to as the "profit 
company") in an income year (in this subsection 
referred to as the "year of offset") in respect of all or 
part of a loss incurred by another companr, (in this 
subsection referred to as the "loss company') in that 
income year because the requirements of either or 
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both of paragraphs (c)(i), (c)(ii), and (e) of 
subsection (2) are not met; and 

(b) A deduction under the relevant subsection would be 
available if regard were had, for the purposes of 
applying subsection (2)(c) and (e) to a period (in this 
subsection referred to as the "loss company 
commonality period") which is part only of the year 
of offset of the loss company; and 

(c) Adequate accounts have been prepared by the loss 
comeany and furnished to the Commissioner which 
detail sufficiently that part of the loss (in this 
subsection referred to as the "part-year loss", and 
that loss to be calculated after taking into account 
any amount assessable to the loss company under this 
section in respect of a deduction cillowed to any 
company other than the profit company) as is 
reasonably and fairly attributable to the loss company 
commonality period; and 

(d) Adequate accounts have been prepared by the profit 
comeany and furnished to the Commissioner which 
detail sUfficiently that part of the profit company's 
assessable income (in this subsection referred to as 
the "part-year Front") derived in the whole of the 
year of offset 0 the profit company (calculated after 
deduction of any loss which the profit company is 
able to deduct under sections lE 1 and IF 1 and of any 
deduction allowable under this section in respect of 
the loss of any company other than the loss company) 
as is reasonably and fairly attributable to-

(i) In any case where the year of offset of the profit 
company is co-extensive with the year of offset of the 
loss company, the loss company commonality period 
(in this subsection in respect of that case referred to 
as the "profit company commonality period"); and 

(ii) In any other case, that part of the year of offset 
of the profit company (in this subsection in respect of 
that case referred to as the "profit company 
commonality period")-

(A) Which includes (but is not limited to) all or 
part of the loss company commonality 
period; and 

(B) In which the profit company and the loss 
company are at all times members of the 
same group of companies; and 
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(C) In which continuity of ownership has been 
maintained in respect of the loss 
company,-

the loss company may, in any notice given to the Commissioner 
in accordance with subsection (3) in respect of the loss incurred, 
the profit company, the loss company, and the year of offset, 
elect that regard shall be had in applying subsection (2) in 
respect of the loss incurred, the profit company, the loss 
company, and the year of offset only to the loss company 
commonality period, and, where that election is made, 
subsection (2) sball apply for the purposes of determining any 
deduction available to the profit company in respect of the loss 
company's loss and the year of offset as if-

(e) The year of offset of the loss company were co-extensive 
with the loss company commonality period and the 
loss of the loss company for that deemed year were 
equal to the part-year loss; and 

(f) The year of offset of the profit company were co-extensive 
with the profit company commonality period and the 
assessable income of the profit company for that 
deemed year were equal to the part-year profit. 

(5) Notwithstanding subsection (2), where and to the extent 
that-

(a) A deduction under that subsection would not, but for the 
application of this subsection, be available to a 
comf>any (in this subsection referred to as the 
"profit company") in an income year (in this 
subsection referred to as the "year of offset") in 
respect of all or part of a loss incurred by another 
company (in this subsection referred to as the "loss 
company") in a preceding income year (in this 
subsection referred to as the "preceding loss year") 
because the requirements of anyone or more of-

(i) Paragraph (c)(i); or 
(ii) Paragraph (c)(ii); or 
(iii) In the case where the preceding loss year is 

the 1991-92 income year or a subsequent income 
year, paragraph (c)(iii); or 

(iv) Paragraph (e)-
of subsection (2) are not met; and 

(b) A deduction under that subsection would be available if
(i) In any case where paragraph (c)(i) or paragraph 

(c) (ii) or paragraph (e) of subsection (2) is not met,-
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(A) Regard were had for the purposes of 
applying paragraphs (c)(i), (c)(ri), and (e) of 
sUDsection (2) to a period (in this 
subsection referred to as the "loss 
company commonality period") which is 
part only of the year of offset of the loss 
company; and 

(B) Section IF 1 (3) were to apply as if the loss 
company derived, in that part of the year 
of offset of the profit company which falls 
within the loss company commonality 
period, assessable income (in addition to 
any other assessable income derived in the 
year of offset) equal to that part of the 
profit company's assessable income for the 
year of offset specified in paragraph (c); 
and 

(ii) In any case where paragraph (c)(iii) of 
subsection (2) is not met in respect of a preceding 
loss year being the 1991-92 income year or a 
subsequent income year, regard were had for the 
purposes of applying that paragraph (c)(iii) to a 
r.enod (in this subsection referred to as the 
'preceding year loss company commonality 

period") which is part only of the preceding loss 
year; and 

(c) In any case where paragraph (c)(i) or paragraph (c)(ii) or 
paragraph (e) of subsection (2) is not met, adequate 
accounts have been prepared by the profit company' 
and furnished to the Commissioner which detail 
sufficiently that part of the profit company's 
assessable income (in this subsectIOn referred to as 
the "part·year pront") derived in the whole of the 
year of offset ofthe profit company (calculated after 
deduction of any loss which the profit company is 
able to deduct under sections lE 1 and IF 1 and 
deduction of any amount allowable under this 
section in respect of the loss of any company other 
than the loss company) as is reasonably and fairly 
attributable to-

(i) In any case where the year of offset of the 
profit company is co·extensive with the year of 
offset of the loss company, the loss company 
commonality period (in t&is subsection in respect of 
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that case referred to as the "profit company 
commonality period"); and 

(ii) In any other case, that part of the year of offset 
of the profit company (in this subsection in respect 
of that case referred to as the "profit company 
commonality period")-

(A) Which includes (but is not limited to) all or 
part of the loss company commonality 
period; and 

(B) In which the profit company and the loss 
company are members of the same group 
of companies; and 

(C) In which continuity of ownership has been 
maintained in respect of the loss company; 
and 

(d) In any case where paragraph (c)(iii) of subsection (2) is not 
met in respect of a preceding loss year being the 
1991-92 income year or a subsequent income year, 
adequate accounts have been prepared by the loss 
company and furnished to the Commissioner which 
detail sufficiently that part of the loss (in this 
subsection referred to as the "part-year loss", and 
that loss to be calculated after taking into account 
any amount assessable to the loss company under 
this section in respect of a deduction allowed to any 
company other than the profit company) as is 
reasonably and fairly attributable to the preceding 
year loss company commonality period,-

the loss company may, in any notice given to the Commissioner 
in accordance with subsection (3) in respect of the loss incurred, 
the profit company, the loss company, and the year of offset, 
elect that, in respect of the loss incurred, the profit company, 
the loss company, and the year of offset-

(e) In any case where paragraph (c)(i) or paragraph (c)(ii) or 
paragraph (e) of subsection (2) is not met, regard 
shall be had in applying those paragraphs only to 
the loss company commonality period, and, where 
such an election is made,-

(i) For the purposes of determining any deduction 
available to the profit company in respect of the loss 
company's loss and the year of offset, subsection (2) 
shalf apply as if the year of offset of the profit 
company were co-extensive with the profit company 
commonality period and the assessable income of 
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the profit company for that deemed year were equal 
to the part·year profit; and 

(ii) Where and to the extent that-
(A) The whole or part loss of the loss company 

could only oe carried forward by the loss 
company under section lE 1 (3) to the year 
of offset by virtue of section IF 1 (3); and 

(B) By virtue of this subsection a deduction is 
allowed to the profit company,-

section IF 1 (3) shall apply as if the loss company 
derived, in that part of the profit company 
commonality period which falls within the loss 
company commonality period, assessable income (in 
addition to any other assessable income derived in 
the year of offset) equal to the part-year profit; and 

(f) In any case where paragraph (c)(iii) of subsection (2) is not 
met in respect of a preceding loss year being the 
1991-92 income year or a subsequent income year, 
regard shall be had in applying that paragraph (c)(iii) 
only to the precedfug year loss company 
commonality period, and, where such an election is 
made, for tne purposes of determining any 
deduction available to the profit company in respect 
of the loss company's loss and the year of offset, 
subsection (2) shall apply as if the preceding loss 
year were co-extensive with the preceding year loss 
company commonality period and the loss of the 
loss company for such deemed year were equal to 
the part-year loss. 

(6) Where-
(a) A company (referred to in this subsection as the "loss 

company") incurs a loss (referred to in this 
subsection as the "resultant loss") in any income 
year; and 

(b) A deduction has been allowed under this Act or the 
Income Tax Act 1976, in the 1993-94 or any 
subsequent income year (referred to in this 
subsection as the "year of write off "), to any 
company (referred to in this subsection as the 
"write-off company") other than the loss company 
in respect of-

(i) A bad debt; or 
(ii) A loss incurred resulting from a decline in 

value of shares (whether such a loss arises on 
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disposal of the shares or by virtue of a valuation of 
the shares made under section EE 1 or otherwise); 
and 

(c) The application by the loss company of an amount 
which-

(i) Gave rise to the debt; or 
(ii) Was subscribed by any person in respect of the 

shares,-
was taken into account in calculating the resultant 
loss,-

no deduction shall be allowable in respect of the resultant loss 
under subsection (2) in the year of write off or in any income 
year succeeding the year of write off in calculating the 
assessable income of any company which is the write·off 
company or which is at any time in the income year in which 
the resultant loss is incurred in the same group of companies as 
the write-off company, except to the extent that the resultant 
loss exceeds the aggregate of the deductions allowed in respect 
of bad debts or losses incurred resulting from a decline in value 
of shares. 

(7) Where-
(a) Any deduction has been claimed by or allowed to more 

than one company (in this subsection referred to as 
the "profit companies") under subsection (2) in 
respect of any loss apparently incurred in an income 
year (in this subsectIOn referred to as the "year of 
loss") by any other company {in this subsection 
referred to as the "loss company' ); and 

(b) The loss in fact incurred by the loss company in the year 
of loss is determined by the Commissioner to be less 
than the aggregate amount of deductions claimed by 
or allowed to the profit companies in respect of that 
loss,-

then, notwithstanding any other provision of this section,-
(c) Where the loss company so elects by notice in writing in 

such form as the Commissioner may allow, given to 
the Commissioner within 6 months after the date 
upon which the Commissioner gave notice to the loss 
company of the determination of the reduced 
amount of the loss or within such further time as the 
Commissioner may allow, the amount by which the 
loss determined by the Commissioner is less than the 
aggregate amount of deductions claimed by or 
allowed to the profit companies shall be allocated to 
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the respective profit companies as a reduction in their 
respective deductions in the manner the loss 
company elects, but any election which provides that 
the amount of the loss reduction allocated to a 
company which at the time of the election is no 
longer a member of the same group of companies as 
the loss company exceeds the amount of reduction in 
that company's deduction which would arise under 
paragrapli (d) shall be deemed not to have been 
made; and 

(d) In any other case, the deduction allowed to each of the 
profit companies in respect of that loss shall be 
reduced by the same proportion as the proportion by 
which the loss apparently incurred was reduced to 
equal the loss in fact incurred,-

and, where and to the extent that the reduction in a deduction 
allowed to any profit company results in any payment made 
under this section under an agreement for the profit company 
to bear or share in the loss of the loss company being treated as 
a dividend, that dividend shall be deemed to be reduced to the 
extent to which the payment is refunded by the loss company 
to the profit company within the period of 6 months referred to 
in paragraph (c). 

(8) For the purposes of subsection (2) (c)(iii) and (iv), a 
company shall De treated as being a member of the same group 
of companies as another company in resEect of the 1991-92 
income year or any earlier income year if those 2 companies 
were, in respect of that income year, members of the same 
group of companies for the purposes of section 191 (5) and (7) 
of die Income Tax Act 1976 as in force before its repeal by 
section 25 of the Income Tax Amendment Act (No. 2) 1992 by 
virtue of the provisions of that section 191, as modified by 
section IG 3. 

(9) Section lE 1 (6) shall apply as if any deduction allowable 
under subsection (2) of this section were relief afforded by 
section lE 1. 

(10) For the purposes of this section, where adequate 
accounts are required to be prepared and furnished to the 
Commissioner in respect of the loss or assessable income of any 
company which is reasonably and fairly attributable to a period 
which is part only of an income year of that company, those 
accounts shall be prepared, to the extent to which reasonable 
and fair, by applying the provisions of this Act to that period as 
if it were an income year. 
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(11) In this section, "dual resident company" means, in 
relation to any income year, any company which in that 
income year or any part of that income year is-

(a) Resident in New Zealand; and 
(b) Either-

(i) Treated, under an agreement, as not being 
resident in New Zealand for the purposes of the 
agreement; or 

(ii) Also, by the law of another country or territory, 
liable to income tax in that country or territory by 
reason of domicile, residence, or place of 
incorporation. 

C£ 1976, No. 65, s. 191A 

IG S. Special provisions in relation to group com
panies for 1991-92 income year-( 1) Notwithstanding 
section 191 (3A) of the Income Tax Act 1976 (as that provision 
was inserted by section 8 of the Income Tax Amendinent Act 
(No. 5) 1991 and as in force before the repeal of section 191 of 
that Act by section 25 of the Income Tax Amendment Act 
(No. 2) 1992), where and to the extent that the Commissioner is 
satisfied that-

(a) A company (in this subsection referred to as the "loss 
company") incurred a loss in the 1991-92 income 
year; and 

(b) The loss company and another company would have been 
treated, under that section 191 (3A), as a group of 
companies or a specified group to which 
section 191 (4) of the Income Tax Act 1976 (as also in 
force before its repeal) applied, had the period 
specified in that section 191 (3A)(C) and (d) been, 
instead of the period so specified, part only of the 
period so specified; and 

(c) Adequate accounts have been prepared by the loss 
company and furnished to the Commissioner relating 
to that part of that period which detail sufficiendy 
such part of the loss for the 1991-92 income year 
which was reasonably and fairly attributable to that 
part of that period,-

those 2 companies sball be treated, for the purposes of 
section 191 (5) and (7) of the Income Tax Act 1976 (as so 
previously in force), but only with respect to that part of that 
loss as those accounts indicate was reasonably and fairly 

C-25 
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attributable to that part of that period, as constituting a group 
of companies, specified group, or both (as the case may be). 

(2) The references in section 191 (7 A) of the Income Tax Act 
1976 (as in force before the repeal of section 191 by section 25 
of the Income Tax Amendment Act (No. 2) 1992) to section 188 
of the Income Tax Act 1976 shall be references to section 188 
(as in force before its repeal by section 22 of the Income Tax 
Amendment Act (No. 2) 1992)-

(a) As modified by section 188AA of the Income Tax Act 
1976; and 

(b) As if the continuity percentage referred to in that section 
188 (7) were always 40%. 

e£ 1976, No. 65, s. 191B 

IG 4. Group of companies attributed foreign losses
(1) Where a company (in this subsection referred to as the "first 
company") has for any income year an attributed foreign loss 
in relation to an income interest in a controlled foreign 
company (or has carried forward to the income year such a loss 
in accordance with section lE 3 (1)) and the loss may not be 
deducted by the first company in the income year in 
accordance with section lE 3 (1), the loss may, in accordance 
with subsection (2) of this section and so far as such income 
extends, be deducted from-

(a) Attributed foreign income derived, in respect of the 
income year and in respect of any controlled foreign 
company resident in the same country or territoIJ 
(referred to in this section as the "relevant country' ) 
as that in which the first·mentioned controlled foreign 
company was resident in the accounting period in 
which was incurred the branch equivalent loss giving 
rise to the attributed foreign loss; or 

(b) Foreign investment fund income calculated under the 
branch equivalent method derived, in respect of the 
income year and in respect of an interest in a foreign 
investment fund resident in the relevant country,-

by any other company where for the income year the other 
company is a member of the same group of companies as the 
first company. 

(2) Any attributed foreign loss or attributed foreign loss 
carried forward of one company (in this subsection referred to 
as the "first company") may only be deducted by another 
company (in this subsection referred to as the "second 
company") from attributed foreign income or foreign 

C-25* 



1994, No. 164 Income Tax 2459 
s.IG5 

investment fund income, derived in respect of any controlled 
foreign company or foreign investment fund resldent in the 
relevant country, where that attributed foreign loss or 
attributed foreign loss carried forward would be able to be 
deducted by the second company from that attributed foreign 
income or foreign investment fund income under section IG 2 
were-

(a) Each reference in that section to a group of companies to 
be treated as if it were a reference to a wholly·owned 
group of companies; and 

(b) Each reference in that section to the loss company to be 
treated as if it were a reference to the first company; 
and 

(c) Each reference in that section to the loss of the loss 
company to be treated as if it were a reference to the 
attributed foreign loss of the first company; and 

(d) Each reference in that section to the profit company to be 
treated as if it were a reference to the second 
company; and 

(e) Each reference in that section and section GC 4 to 
assessable income to be treated as if it were a 
reference to that attributed foreign income or foreign 
investment fund income; and 

(f) Each reference in that section (other than the references in 
section IG 2 (9)) to sections lE 1 and IF 1 to be treated 
as if it were a reference to section lE 3; and 

(g) The reference in section IG 2 (2)(f) to this subsection to be 
treated as if it also included a reference to this 
section and section lE 3; and 

(h) Section IG 2 (4), (5), and (10) to be treated as if omitted; 
and 

(i) The reference in section IG 2 (8) to "the same group of 
companies for the purposes of section 191 (5) and (7) 
of the Income Tax Act 1976" to be treated as if it 
were a reference to "the same specified group in 
accordance with section 191 (4) of the Income Tax 
Act 1976",-

and to the extent to which an attributed foreign loss has been 
so deducted by the second company, the attributed foreign loss 
may not be deducted or carried forward by the first company. 

Cf. 1976, No. 65, s.245N 

IG 5. Group of companies foreign investment fund 
losses-( 1) Where a company (in this subsection referred to as 
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the "first company") has for any income year any foreign 
investment fund loss (or has carried fOIward to that income 
year such a loss in accordance with section lE 4 (4)) and that 
loss may not be deducted by the first company in that income 
year in accordance with section lE 4 (2) and (3), that loss may, 
in accordance with subsections (2) and (3) of this section and so 
far as such income extends, be deducted from foreign 
investment fund income or attributed foreign income derived, 
in respect of that income year, by any other company where 
for that income year that other company is a member of the 
same group of companies as the first company. 

(2) Subject to subsection (3), any foreign investment fund loss 
or foreign investment fund loss carried forward of one 
company (in this subsection referred to as the "first company") 
calculated under any method other than the branch equivalent 
method may only be deducted by another company (in this 
subsection referred to as the "second company') where that 
foreign investment fund loss or foreign investment fund loss 
carried forward would be able to be deducted by the second 
company from foreign investment fund income calculated 
under any calculation method other than the branch equivalent 
method under section IG 2 were-

(a) Each reference in that section to a group of companies to 
be treated as if it were a reference to a wholly·owned 
group of companies; and 

(b) Each reference in that section to the loss company to be 
treated as if it were a reference to the first company; 
and 

(c) Each reference in that section to the loss of the loss 
company to be treated as if it were a reference to that 
forelgn investment fund loss of the first company; 
and 

(d) Each reference in that section to the profit company to be 
treated as if it were a reference to the second 
company; and 

(e) Each reference in that section and section GC 4 to 
assessable income to be treated as if it were a 
reference to foreign investment fund income 
calculated under any calculation method other than 
the branch equivalent method; and 

(f) Each reference in that section (other than the references in 
section IG 2 (9)) to sections lE 1 and IF 1 to be treated 
as if it were a reference to section lE 4; and 
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(g) The reference in section IG 2 (2)(f) to this subsection to be 
treated as if it also included a reference to this section 
and section lE 4; and 

(h) Section IG 2 (4), (5), and (10) to be treated as if omitted; 
and 

(i) The reference in section IG 2 (8) to "the same group of 
companies for the purposes of section 191 (5) and (7) 
of tIle Income Tax Act 1976" to be treated as if it 
were a reference to "the same specified group in 
accordance with section 191 (4) of the Income Tax 
Act 1976",-

and to the extent to which a foreign investment fund loss has 
been so deducted by the second company, the foreign 
investment fund loss may not be deducted or carried forward 
by the first company. 

(3) No forei~ investment fund loss of a company in respect 
of an interest ID a fund calculated under the branch equivcil.ent 
method may be deducted from the assessable income of 
another company except to the extent that the deduction is 
allowed under section IG 4, applying that section as if-

(a) The interest in the fund were an income interest in a 
controlled foreign company; and 

(b) The foreign investment fund loss were attributed foreign 
loss; and 

(c) References to the first controlled foreign company 
referred to were references to the fund,-

in which case the foreign investment fund loss may be 
deducted from or set off against the relevant attributed foreign 
income or foreign investment fund income and, to the extent 
so deducted or set off, may not be deducted or carried forward 
by the first company. 

C£ 1976, No. 65, s. 245RK 

IG 6. Loss carry forward and grouping by consolidated 
group and consolidated group members-( 1) Subject to 
this section, sections lE 1, lE 2, IF 1, IF 2, and IH 1 shall apply, 
with any necessary modifications, in respect of a consolidated 
group as if the consolidated group were a single company, and 
the assessable income of the consolidated- group shall be 
determined accordingly. 

(2) Nothing in this section shall apply to any consolidated 
group whose members are mining companies. 

(3) Where an}' consolidated group incurs a loss in an income 
year, no part of that loss shall be treated for the purposes of 
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this Act as a loss incurred by any individual member company 
of that consolidated group. 

(4) Where a company that is in an income year a member of 
a consolidated group is entitled under sections lE 1 and IF 1 to 
claim to carry forward to that income year and deduct or set 
off to the extent of assessable income derived in that year (in 
this subsection referred to as the "specified year") any loss 
incurred by the company in any preceding income year,-

(a) That loss shall, subject to subsections (5), (6), and (7), be 
deducted from the assessable income, if any, derived 
in the specified year by the consolidated group so far 
as that assessable income extends; and 

(b) Only so far as it has not been so deducted, shall be eligible 
to be-

(i) Deducted or set off in accordance with sections 
lE 1 and IF 1 or this section from assessable income 
of the company or of any other consolidated group 
derived in the specified year; or 

(il) Carried forward by the company in accordance 
with sections lE 1 and IF 1 to any succeeding income 
year; or 

(iii) Treated, for the purposes of section IG 2, as a 
loss of the company carried forward to the specified 
year, in which event that loss may be the subject of 
an election or agreement under section IG 2 (2) in 
respect of the assessable income of any other 
company (other than the consolidated group). 

(5) Where losses incurred by a consolidated group or by one 
or more member companies of the group are permitted under 
sections lE 1 and IF 1 or required under this section to be 
deducted from the assessable income, if any, derived in an 
income year by a consolidated group, those losses shall-

(a) If incurred in 2 or more income years, be deducted in the 
same order as incurred; and 

(b) If incurred in the same income year, be deducted, so far 
as the assessable income extends,-

(i) In the order elected by the consolidated group 
by notice to the Commissioner in such form as the 
Commissioner may allow; or 

(il) If no such election is made, on a pro rata basis. 
(6) In any case where-
(a) Subsection (4) would, except to the extent of the 

application of this subsection and subsection (7), 
require the whole or part of the loss of any company 
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incurred by the company in any income year (in this 
subsection referred to as the "preceding loss year") to 
be deducted from the assessable income, if any, 
derived by a consolidated group in a subsequent year 
(in this subsection referred to as the "subsequent 
year"); and 

(b) The company was not a member of the same group of 
companies, for the preceding loss year or any income 
year falling between the preceding loss year and the 
subsequent year, as anyone or more companies 
which are members of the consolidated group in the 
subsequent year,-

the amount of loss deducted under subsection (4) from the 
assessable income derived by the consolidated group in the 
subsequent year shall not exceed the aggregate of-

(c) The amount of the loss that could be deducted by the 
company in the subsequent year under sections lE 1 
and IF 1 from its own assessable income (that 
assessable income being nevertheless calculated in 
accordance with section HB 2 (1)) were it not in that 
subsequent year a member of a consolidated group; 
and 

(d) The aggregate amount that could be deducted under 
section IG 2 from their own assessable income (that 
income being nevertheless calculated in accordance 
with section HB 2 (1)) by companies (other than the 
company) which are members of the consolidated 
group in the subsequent year if-

(i) Neither the company nor those other companies 
were members of tbe consolidated group in the 
subsequent year; and 

(ii) The company were to take all necessary steps 
under section IG 2 to permit that deduction under 
that section by the other companies. 

(7) In any case where-
(a) Subsection (4) would, except to the extent of the 

application of this subsection and subsection (6), 
require the whole or part of the loss of any company 
incurred by the company in any income year (in this 
subsection referred to as the "preceding loss year") to 
be deducted from the assessable income, if any, 
derived by a consolidated group of companies in a 
subsequent year (in this subsection referred to as the 
"subsequent year"); and 
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(b) The company was a member of the consolidated group 
for part only of the subsequent year,-

the amount of loss deducted under subsection (4) from the 
assessable income derived by the consolidated group in the 
subsequent year shall not exceed the lesser of-

(c) The excess (if any) of the loss incurred by the company in 
the preceding loss year and required, but for the 
application of this subsection and subsection (6), to be 
deducted from the assessable income of the 
consolidated group in the subsequent year over the 
aggregate of-

(i) Any assessable income derived in the subsequent 
year by the company in any period prior to the 
company being a member of the consolidated group, 
calcUlated by applying the provisions of section 
FD 9 (2); and 

(ii) Any part of the loss required, under subsection 
(4), to be deducted from the assessable income 
derived in the subsequent year by another 
consolidated group of companies of which the 
company was a member during the subsequent year 
and prior to the company being a member of the 
consolidated group; and 

(d) The amount (if any), as shown in adequate and sufficiently 
detailed accounts furnished to the Commissioner with 
the consolidated group's return of income for the 
income year, of the consolidated group's assessable 
income for the income year as is reasonably and 
fairly attributable to the part of the income year 
during which the company was a member of the 
consolidated group. 

(8) Where and to the extent that-
(a) A compan}' is a member of a consolidated group for part 

only of an income year (in this subsection referred to 
as the "specified year"); and 

(b) The company is entitled only by virtue of section IF 1 (3) 
to claim to carry forward to the specified year and 
deduct or set off, to the extent of the amount of 
assessable income derived by the company in part 
only of the specified year (that part being referred to 
in this subsection as the "continuity period") any loss 
incurred by the company in any preceding year; and 

(c) The company is a member of the consolidated group for 
the whole or part of the continuity period; and 
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(d) Adequate and sufficiendy detailed accounts have been 
prepared and furnished to the Commissioner with the 
consolidated group's return of income for the 
specified year, relating to that part of the continuity 
period during which the company was a member of 
the consolidated group, whicli detail sufficiendy such 
part of the assessabfe income of the consolidated 
grouJ> (that part being referred to in this subsection as 
the continuity period profit") for the specified year 
as is reasonably and fairly attributable to that part of 
the continuity period, and 

(e) The loss of the company incurred in the J>receding year, 
to the extent able to be carried forward under 
sections IE 1 and IF 1 by virtue of this subsection, is, 
by virtue of this section, deducted from the assessable 
income derived in the specified year by the 
consolidated group,-

section IF 1 (3) shall apply as if the company derived, in the 
continuity period, assessable income equal to the continuity 
period profit. 

e£. 1976, No. 65, s. 1910 

IG 7. Attributed foreign losses and foreign investment 
fund losses of consolidated group members-( 1) Where 
any consolidated group has in respect of an income year-

(a) An attributed foreign loss; or 
(b) A foreign investment fund loss,-

no part of that loss shall be treated for the purposes of this Act 
as a loss incurred by any individual member company of that 
consolidated group. 

(2) Where-
(a) Any company is a member of a consolidated group in an 

income year (in this subsection referred to as the 
"specified year"); and 

(b) The company is entided-
(i) Under section IE 3 to claim to carry forward to 

the specified year and deduct or set off (to the extent 
of attributed foreign income derived in the specified 
year in respect of any controlled foreign company 
resident in the relevant country or territory) any 
attributed foreign loss incurred by that company in 
any preceding income year; or 

(ii) Under section CC 14 to claim to carry forward 
to the specified year and deduct or set off (to the 
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extent of any foreign investment fund income 
derived in the specified year) any foreign investment 
~d loss incurred by that company in any preceding 
mcome year,-

that loss shall, subject to subsections (3) and (4), be-
(c) In the case of such an attributed foreign loss, deducted 

from the attributed foreign income, if any, derived in 
the specified year by the consolidated group in 
respect of any controlled foreign company or 
companies resident in the relevant country or 
territory, so far as that attributed foreign income 
extends; and 

(d) In the case of such a foreign investment fund loss, 
deducted from the foreign investment fund income, if 
any, derived in the specified year by the consolidated 
group, so far as that foreign investment fund income 
extends,-

and only so far as it cannot be so deducted shall be eligible to 
be-

(e) Deducted or set off against the income of the company or 
any other consolidated group in the specified year; or 

(f) Carried forward by the company in accordance with 
section lE 3 or section lE 4 (as the case may be) to any 
succeeding income year; or 

(g) Treated for the purposes of section IG 4 or section IG 5 as 
a loss of the company carried forward to the specified 
year, in which event that loss may be deducted from 
the income of any other company (other than the 
consolidated group) subject to and in accordance with 
those sections. 

(3) Where losses incurred by a consolidated group or by one 
or more member companies of the group are permitted, under 
either of section lE 3 or section lE 4, or required, under this 
section, to be deducted from income derived by a consolidated 
group, those losses shall-

(a) If resulting from losses incurred in 2 or more income 
years, be deducted in the same order as the losses 
were incurred; and 

(b) If resulting from losses incurred in the same income year, 
be deducted, so far as the relevant income extends,

(i) In the order elected by the consolidated group 
by notice to the Commissioner in such form as the 
Commissioner may allow; or 

(ii) If no such election is made, on a pro rata basis. 
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(a) Subsection (2) would, except to the extent of the 
application of this subsection, require the whole or 
part of any loss of any company, incurred by the 
company m any income year (in this subsection 
referred to as the "preceding loss year"), to be 
deducted from income, if any, derived by a 
consolidated group of companies in a subsequent 
year (in this subsection referred to as the "subsequent 
year"); and 

(b) The company was not a member of the same group of 
companies, for the preceding loss year or any income 
year falling between the preceding loss year and the 
subsequent year, as anyone or more companies 
which are members of the consolidated group in the 
subse9uent year,-

the amount of loss deducted under subsection (2) from the 
assessable income derived by the consolidated group in the 
subsequent year shall not exceed the aggregate of-

(c) The amount of the loss which could be deducted by the 
company in the subsequent year under section lE 3 or 
section lE 4, as the case may be, against its own 
income tax or from its own income were it not in that 
subsequent year a member of a consolidated group of 
companies (that income being nevertheless calculated 
in accordance with section HB 2 (I}); and 

(d) The aggregate amount which could be deducted from 
their own assessable income (that income being 
nevertheless calculated in accordance with section 
HB 2 (1)) under section IG 4 or section IG 5 by 
companies (other than the company) which are 
members of the consolidated group in the subsequent 
year if-

(i) Neither the company nor those other companies 
were members of tbe consolidated group in the 
subsequent year; and 

(ii) The company were to take all necessary steps 
under section IG 4 or section IG 5 to permit that 
deduction by the other companies under the relevant 
one of those sections. 

(5) In any case where-
(a) Subsection (2) would, except to the extent of application 

of this subsection and subsection (4), require the 
whole or part of any loss of any company incurred by 
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the company in any income year (in this subsection 
referred to as the "preceding year") to be deducted 
from income, if any, derived by a consolidated group 
of companies in a subsequent year (in this subsection 
referred to as the "subsequent year"); and 

(b) The company was a member of the consolidated group 
for part only of the subsequent year,-

the amount of loss deducted under that subsection against 
income derived by the consolidated group in the subsequent 
year shall not exceed the lesser of-

(c) The excess (if any) of the amount of loss of the company 
for the preceding year required, but for the 
application of this subsection and subsection (4), to be 
deducted from income of the consolidated group in 
respect of the subsequent year over the aggregate 
of-

(i) Any income derived by the company in the 
subsequent year in any period prior to the company 
being a member of the consolidated group (calculated 
by applying the provisions of section FD 9 (2)) against 
which income that loss would be able to be claimed 
as a deduction under this Act; and 

(ii) Any part of the loss required, under subsection 
(2) of this section, to be deducted from income 
derived in the subsequent year by another 
consolidated group of companies of which the 
company was a member during the subsequent year 
prior to the company being a member of the 
consolidated group; and 

(d) The amount (if any), as shown in adequate and sufficiently 
detailed accounts furnished to the Commissioner with 
the consolidated group's return of income for the 
income year, of the consolidated group's income for 
the income year (being income against which that loss 
could be deducted under this Act) as is reasonably 
and fairly allocable to the part of the income year 
during which the company was a member of the 
consolidated group. 

Cr. 1976, No. 65, s. 191p (2)-(6) 

IG 8. Losses, attributed foreign losses, and foreign 
investment fund losses of amalgamated company
Where an amalgamated company is deemed under section IF 4 
to have incurred a loss, attributed foreign loss, or foreign 
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investment fund loss in respect of an amalgamating companr 
which ceased to exist on the amalgamation, for the purposes of 
determining whether the loss may be deducted from or set off, 
under any of sections IG 2, IG 4, and IG 5, against assessable 
income derived by another company, the relevant section of 
this Act shall be applied as if, with respect to all times prior to 
the amalgamation, the amalgamated company did not 
separately exist and was instead the amalgamating company 
WIth the same holders of shares and options over shares each 
holding the same number and class of shares and options over 
shares as they held at the time in the amalgamating company. 

Cf. 1976, No. 65, s. 191 WD (22); 1994, No. 76, s. 29 

IG 9. Losses, attributed foreign losses, and foreign 
investment fund losses offset against income of 
amalgamated companx-Where a company (referred to in 
this subsection as die 'loss company") has incurred a loss, 
attributed foreign loss, or foreign investment fund loss in 
respect of a period which falls wholly or partly before an 
amaJ.gamation the loss may be deducted from or set off, under 
section IG 2 or section IG 4 or section IG 5, a~ainst assessable 
income derived by the amalgamated company If and only if the 
loss can be so deducted or set off by applying the commonality 
of ownership and other tests contained in the relevant provision 
of this Act severally to the loss company and the amalgamated 
company in respect of each company which has in the course 
of or before the amalgamation amalgamated with the 
amalgamated company, as if, with respect to all times prior to 
the amalgamation, the amalgamated company did not 
separately exist and was instead that amalgamating company 
WIth the same holders of shares and options over shares each 
holding the same number and class of shares and options over 
shares as they held at the time in the amalgamating company. 

Cf. 1976, No. 65, s. 191 WD (23); 1994, No. 76, s. 29 

SUBPART H-LosSES-MINERS 
ID 1. Losses of mining companies and petroleum 

miners-( 1) Where the Commissioner is satisfiea that the 
whole or a part of a loss incurred by a company (being a mining 
company or a resident mining operator or a non-resident 
mining operator) in any income year (in this subsection referred 
to as the "year of loss") arises as a result of exploration 
expenditure or development expenditure relating to an area 
comprised in a mining licence or a mining privilege or to 2 or 
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more such areas (any such area being referred to in this 
subsection as a "licence area"), the following provisions shall 
apply: 

(a) The Commissioner shall determine the amount of that 
loss which, in the Commissioner's opinion, so arises in 
relation to that licence area or, as tIie case may be, to 
each of those licence areas (the amount so 
determined in respect of any such licence area beinR referred to in this subsection as the "specified sum 
in relation to that licence area); and 

(b) Where, in relation to the specified sum in relation to a 
licence area,-

(i) At the beginning of any income year, being an 
income year after the year of loss and being the first 
such income year in respect of which this subsection 
applies with respect to that specified sum, (that 
income year beinq referred to in this paragraph as 
the "year of claim '), there remains a balance of that 
s{>ecified sum after taking into account such amounts 
of that specified sum as the Commissioner 
determines to have been deducted from or set off 
against assessable income derived by that company in 
any income year or years before the year oT claim 
under this Act, and, where that company is a mining 
company, after taking into account any amounts by 
whicb, ID the determination of the Commissioner, 
that specified sum has been reduced in accordance 
with section IH 4 (l)(a) or the first proviso to section 
IH 4 (1 )(b); and 

(ii) By reason only of section GC 2 or section 
IF 1 (1), that balance would, but for this paragraph, 
be precluded from being, in whole or in part, 
deducted from or set off against any assessable 
income derived by that company in the year of 
claim,-
section GC 2 or section IF 1 (1) shall not preclude that 
balance from being deducted from or set off against 
the assessable income (being, where that company is 
a mining company or a resident mining operator, 
assessable income from minin~) derived by that 
company from that licence area ID the year of claim, 
so far as that income extends, and, so far as that 
balance cannot then be deducted or set off, from 
being deducted or set off against the assessable 
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income (being, where that company is a mining 
company or a resident mining operator, assessable 
income from mining) derived by that company from 
that licence area in the year next following the year 
of claim, and so on, and, in any such case, section 
IH 4 (l)(d) shall, with any necessary modifications, 
apply; and 

(c) Where any apportionment is required for the purposes of 
this subsection, and any question arises as to the basis 
or manner of such apportionment, it shall be 
determined by the Conurussioner; and 

(d) For the purposes of this subsection, the reference in this 
subsection to exploration expenditure relating to an 
area comprised in a mining licence or a mining 
privilege sball be taken as including a reference to 
expenditure on exploring or searching in any area 
which is outside but continuous, or geologically 
contiguous, with that first·mentioned area, being 
exploring or searching which was included in the 
programme of explorin~ or searching as a 
consequence of whidi application was made for that 
mining licence or that mming privilege. 

(2) Subject to section IH 2 (1), where the Cormnissioner is 
satisfied that the whole or part of any loss incurred by a 
petroleum mining company in the 1990-91 income year or any 
earlier income year (that income year being referred to in this 
subsection as the "year of loss") arises from the allowance of-

(a) A deduction of the amount of any exploration 
expenditure incurred by that company on or before 
30 September 1990 in exploring or searching for 
petroleum in an area that is or is subsequendy 
comprised in a mining licence or in 2 or more such 
areas; or 

(b) A deduction of an amount in respect of the amount of 
any development expenditure incurred by that 
company on or before 30 September 1990,-

the following provisions shall apply: 
(c) The Commissioner shall determine the amount of that 

loss which, in the Commissioner's opinion, so arises 
from the allowance of that deduction, in relation to 
that licence area or, as the case may be, to each of 
those licence areas (the amount so determined in 
respect of any such licence area being referred to in 
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this subsection as the "specified sum" in relation to 
that licence area); and 

(d) Where, in relation to that specified sum in relation to a 
licence area, at the beginning of any income year, 
being an income year after the year of loss and being 
the first such income year in respect of which this 
subsection (or section 188c (2) of the Income Tax Act 
1976) applies with res}Ject to that specified sum (that 
income year being referred to in this paragraph as 
the "year of claim"), there remains a balance of that 
specified sum after taking into account-

(i) Such amounts of that specified sum as the 
Commissioner determines to have been deducted 
from or set off against the assessable income derived 
by that company in any income year or years before 
the year of claim under this Act or the Income Tax 
Act 1976 or to have been allowed as a deduction in 
calculating the assessable income derived by any 
other company in any such income year or years; and 

(ii) Where that company was, immediately before 
the commencement of section 214B of the Income 
Tax Act 1976, a company to which section 216 of 
that Act applied, after taking into account any 
amounts by which, in the determination of the 
Commissioner, that specified sum has been reduced 
in accordance with section 216 (16)(a) or the first 
proviso to section 216 (16)(b) of that Act (as those 
provisions applied immediately before the 
commencement of section 214B of the Income Tax 
Act 1976); and 

(ill) By reason only of section GC 2 or section IF 1 
(1), that balance would, but for this paragraph, be 
precluded from being, in whole or in part, deducted 
from or set off against any assessable income derived 
by that company in the year of claim,-
section GC 2 or section IF 1 (1) shall not preclude that 
balance from being deducted from or set off against 
the assessable income from petroleum mining 
derived by that company from that licence area in 
the year of claim, so far as that income extends, and, 
so far as the balance cannot then be deducted or set 
off, from being deducted from or set off against the 
assessable income from petroleum mining derived by 
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that company from that licence area in the year next 
following the year of claim, and so on; and 

(e) Where any apportionment is required for the purposes of 
this subsection and any question arises as to the basis 
or the manner of such apportionment, it shall be 
determined by the Commissioner; and 

(~For the purposes of this subsection-
(i) The reference in this subsection to exploration in 

exploring or searching for petroleum in an area 
which is or is subsequently comprised in a mining 
licence shall be taken as including a reference to 
expenditure in exploring or searching for petroleum 
in any area which is outside but continuous, or 
geologically contiguous, with that first·mentioned 
area, being exploring or searching that was included 
(whether originally or additionally) in the programme 
of exploring or searching as a consequence of which 
application was made for that mining licence; and 

(ii) The expression "mining licence" means a 
mining licence issued under the Petroleum Act 1937. 

Cf. 1976, No. 65, s. 188c 

IH 2. Companies engaged in exploring for, searching 
for, or mining, petroleum-(I) Where in the 1990-91 or any 
earlier income year a loss arises from the allowance, in 
calculating the assessable income derived in that income year 
by a petroleum mining company, of a deduction or further 
deduction under any of subsections (6), (13)(b), (14)(b), and 
(18)(c) of section 214B of the Income Tax Act 1976 (or under 
subsection (4) or subsection (9)(c) of section DZ 6 of this Act)-

(a) Any company (referred to in this subsection as a 
"shareholder company") that is a shareholder of that 
petroleum mining company and has made at any 
time (being a time at which that shareholder 
company was a shareholder of that petroleum mining 
company) any payment or payments to that 
petroleum mining company which was or were used 
for thelurposes of the development expenditure of 
the kin referred to in section DZ 6 (4), in respect of 
which that deduction or further deduction is allowed 
in that income year, is entitled, if that shareholder 
company has so elected by notice in accordance with 
section 214B (22)(d) of that Act (or section DZ 6 (12)(d) 
of this Act), to deduct, in calculating the assessable 
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income derived by that shareholder company in that 
income year, an amount that bears to that loss the 
same proportion as that payment, or the aggregate of 
those payments, bears to that development 
expenditure; and 

(b) No other deduction and no set·off shall be allowed under 
this Act in respect of-

(i) That loss, except to the extent that it exceeds 
the aggregate of all amounts deducted, under 
paragraph (a), in calculating the assessable income 
derived by all such shareholder companies in the 
income year in which that loss arises: 

(ii) Any amount deducted, under paragraph (a), in 
calculating the assessable income derived by any such 
shareholder company: 

Provided that where that loss arises from the allowance of a 
further deduction under the second proviso to section 214B (6) 
of that Act (or section DZ 6 (4) of this Act) that loss shall, for the 
purposes of this subsection, be deemed to be a loss arising in 
the year which, in section DZ 6 (4), is referred to as the year of 
cessation: 

Provided also that in no case shall the aggregate of the 
amounts deducted by any shareholder company under 
paragraph (a) of this subsection exceed the aggregate of the 
payments of the kind referred to in that paragraph made by 
that shareholder company to the petroleum mining company. 

(2) Where, in relation to the 1990-91 or any earlier income 
year, any taxpayer (being a company) is a petroleum mining 
company, sections CK 1 and IG 1 shall not apply, in relation to 
that company, in respect of-

(a) Any loss, arising in that company, of the kind referred to 
in section IH 2 (1) except to the extent (if any) that, in 
relation to that loss, there is an excess of the kind 
referred to in section IH 2 (1); and 

(b) Any loss incurred by that taxpayer in the 1978-79 or any 
earlier income year. 

Cf. 1976, No. 65, s. 214B (7), (25) 

IH 8. Loss carry back by petroleum miners-If a 
petroleum miner has a loss for any income year in which

(a) Expenditure for removal or restoration operations is 
incurred; or 

(b) A permit is relinquished and deferred deductions are 
deductible unaer section DM 1 (5)(a),-
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the amount of the expenditure or deferred deductions that 
cannot be deducted in full in that income year shall be 
allowable as a deduction in the years preceding the loss year, 
beginning with the income year immediately preceding the loss 
year, and the petroleum miner shall have the right to amend its 
returns for those income years notwithstanding the time bar. 

ef. 1976, No. 65, s. 214G (2) 

IH 4. Companies engaged in exploring for, searching 
for, or mining, certain minerals-( 1) Notwithstanding 
anything in this Act, where, in accordance with sections lE 1 
and IF 1 or section IH 1, a mining company is entitled to claim 
that a loss incurred in any income year ~that income year being 
referred to in this subsection as the' year of loss") shall be 
carried forward and deducted from or set off against the 
assessable income derived by that company in subsequent 
income years, that section shall apply subject to the following 
provisions: 

(a) Where the loss arises solely from a mining outgoing 
excess in the year of loss, the amount which may be 
carried forward and deducted from or set off against 
the assessable income derived by that company in 
subsequent income years shall not exceed an amount 
calculated in accordance with the following formula: 

a-b 

where-
a is the amount of the mining outgoing 

excess in the year of loss; and 
b is 150% of so much of the amount of that 

mining outgoing excess as is deducted, in 
accordance with section DN 1 (5)(a), in 
calculating the assessable income other 
than from mining derived by that company 
in the year of loss: 

(b) Subject to paragraph (a), the loss shall, to the extent that 
it arises from a mming outgoing excess in the year of 
loss, be first deducted from or set off against the 
assessable income from mining derived by that 
company in the first income year after the year of 
loss, so far as that income extends, and, subject to 
paragraph (c), any balance shall, so far as may be, be 
deducted from or set off against the assessable 
income other than from mining derived by that 
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company in that first income year, and, so far as that 
balance cannot then be deducted or set off, it shall be 
deducted from or set off against the assessable 
income from mining derived by that company in the 
second income year after the year of loss, so far as 
that income extends, and, subject to paragraph (c), 
any balance then remaining shall, so far as may be, 
be deducted from or set off against the assessable 
income other than from mining derived by that 
company in that second year, and so on: 

Provided that where, in accordance with the 
preceding provisions of this paragraph, an amount is 
to be deducted from or set off against the assessable 
income other than from mining derived by that 
company in any income year after the year of loss, 
that amount shall be first reduced by one-third of the 
amount, and the amount by which that first
mentioned amount is so reduced shall be deemed not 
to be a loss to which sections lE 1 and IF 1 or section 
IH 1 apply: 

Provided also that the preceding provisions of this 
paragraph shall not apply to any balance of a loss, 
being a balance to which section IH 1 (l)(b) applies: 

(c) The loss shall, to the extent that it arises from a non
mining outgoing excess in the year of loss, be first 
deducted from or set off against the assessable 
income other than from mining derived by that 
company in the first income year after the year of 
loss, so far as that income extends, and, subject to 
paragraph (b), any balance shall, so far as may be, be 
deducted from or set off against the assessable 
income from mining derived by that company in that 
first income year, and, so far as that balance cannot 
then be deducted or set off, it shall be deducted from 
or set off against the assessable income other than 
from mining derived br that company in the second 
year after the year 0 loss, so far as that income 
extends, and, subject to paragraph (b), any balance 
then remaining shall so far as may be, be deducted 
from or set off against the assessable income from 
mining derived by that company in that second 
income year, and so on: 

(d) Where-
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(i) That company is entided, in accordance with the 
preceding provisions of this subsection, to carry 
forward any amount and deduct it from, or set it off 
against, the assessable income from mining or, as the 
case may be, the assessable income other than from 
mining derived by that company in any income year; 
and 

(ii) That company has ceased to be a mining 
company at or before the end of that income year,
it shall be treated, for the purposes of those 
provisions, as if it had not so ceased to be a mining 
company. 

(2) Notwithstanding anything in this Act, where, in relation to 
any income year, a company is a mining company,-

(a) None of the provisions of section IG 2 shall apply with 
respect to that company in relation to that income 
year; and 

(b) That company shall not be included in a group of 
companies for the purposes of that section in relation 
to diat income year. 

(3) Where-
(a) But for subsection (2), a mining company and a holding 

company (not being a mining company) would be 
included in a whoffy-owned group of companies in 
relation to an income year; and 

(b) That mining company has derived assessable income in 
that income year in excess of any loss carried forward 
by that mining company to that income year under 
sections lE 1 and IF 1; and 

(c) That holding company has incurred a loss in that income 
year, being a loss which has been calculated without 
taking into account any deduction allowed or 
allowable to that holding company under section 
DN 3 in respect of the amount written off from any 
loan made by that holding company to that mining 
company,-

the amount of that loss (as so calculated) may, to the extent 
that it cannot be deducted under section IG 2 (2) from the 
assessable income derived in that income year by any other 
company or companies (being a company or companies which 
together with that holding company are includea in a wholly
owned group of companies in relation to that income year), be 
deducted from the amount by which the assessable income 
derived by that mining company in that income year exceeds 
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any loss carried forward by that mining company to that 
income year under sections lE 1 and IF 1, and die amount so 
deducted from that excess shall not be carried forward under 
sections lE 1 and IF 1: 

Provided that where, by reason of an amount being, in 
accordance with the precedin~ provisions of this subsection, 
deducted from the assessable mcome derived by that mining 
company in that income year, instead of being deducted from 
or set off against the assessable income derived by that holding 
company in an income year after that year, the Commissioner 
is of the opinion that adjustment is warranted for the purposes 
of this subsection, the Commissioner may, on application made 
by that holding company within 8 years after the end of that 
first-mentioned income year, or within such extended period as 
the Commissioner may allow, and notwithstanding the time 
bar, make such adjustments for the purposes of this subsection, 
in relation to that holding company and that mining company, 
in respect of that first-mentioned income year and anyone or 
more of the 8 income years immediately succeeding that first
mentioned income year, as the Commissioner considers 
equitable to meet the special circumstances of the case. 

cf. 1976, No. 65, s. 216 (1), (16), (19), (20) 

ID 5. Resident mining operators-Notwithstanding 
anything in this Act, where any balance of a mining outgoing 
excess or any balance of a non-mining outgoing excess is, under 
section DN 4 (4)(a) or section DN 4 (4)(b), deemed, for the 
purposes of sections lE 1, IF 1, and IH 1, to be a loss incmred 
by a resident mining operator in an income year (that income 
year being referred to in this subsection as the "year of loss"), 
sections lE 1, IF 1, and IH 1 shall apply subject to the following 
provisions: 

(a) Where the loss consists of that balance of that mining 
outgoing excess-

(i) That loss shall be first deducted from or set off 
against the assessable income from mining derived by 
that resident mining operator in the first income year 
after the year of loss, so far as that income extends, 
and, subject to paragraph (b) of this subsection and to 
subparagraph (n) of this paragraph, any balance shall, 
so far as may be, be deducted from or set off against 
the assessable income other than from mining 
derived by that resident mining operator in that first 
income year, and, so far as that balance cannot then 
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be deducted or set off, it shall be deducted from or 
set off against the assessable income from mining 
derived by that resident mining of era tor in the 
second income year after the year 0 loss, so far as 
that income extends, and, subject to paragraph (b) of 
this subsection and to subparagraph (ii) of this 
paragraph, any balance then remaining shall, so far 
as may be, be deducted from or set off against the 
assessable income other than from mining derived by 
that resident mining operator in that second year, 
and so on: 

(ii) The amount deducted from or set off against 
the assessable income other than from mining 
derived by any resident mining operator in any 
income year under subparagraph (i) sball not exceed 
such amount as, together with the amount of any 
mining outgoing excess deducted under section 
DN 4 (4)(a) in calculating that assessable income other 
than from mining, equals the prescribed amount in 
~elation to that resident mining operator and to that 
mcome year: 

Provided that the preceding provisions of this 
paragraph shall not apply to any balance of a loss, 
being a balance to which section IH 1 (I)(b) applies: 

(b) Where the loss consists of that balance of that non· mining 
outgoing excess, section IH 4 (I)(c) shall, with any 
necessary modifications, apply with respect to that 
loss as if every reference to a company were a 
reference to a resident mining operator and as if 
every reference to section IH 4 (I )(b) were a reference 
to paragraph (a) of this subsection: 

(c) Section IH 4 (I)(d) shall, with any necessary modifications, 
apply for the pUIJl?ses of this subsection as if every 
reference to a mmmg company or company were a 
reference to a resident minmg operator and as if the 
reference to section IH 4 (I) were a reference to this 
subsection. 

ef. 1976, No. 65, s. 220 (6) 

SUBPART I-LoSSES-LIFE INSURERS 

11 1. No deduction of policyholder losses from other 
income-Where any life insurer incurs in any income year a 
policyholder loss,-
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(a) Except as provided in section 11 2, that loss may not be 
deducted from or set off against any assessable 
income of the life insurer; and 

(b) The provisions of section IG 2 (2) shall not apply in 
respect of that loss. 

C£ 1976, No. 65, s. 2050 

11 2. Carry forward of policyholder 1088-( 1) Where a life 
insurer incurs a policyholder loss in respect of any income year, 
the life insurer may, notwithstanding section IF 1 (1), claim 
that-

(a) The loss be carried forward to the income year 
immediately succeeding the income year in which the 
loss was incurred, and be deducted from or set off 
against the policyholder income (if any) of the life 
insurer in the immediately succeeding income year so 
far as that policyholder income extends; and 

(b) So far as it cannot then be deducted or set off, the loss be 
carried forward from that immediately succeeding 
income year to the next succeeding income year, and 
be deducted from or set off a~ainst, the policyholder 
income (if any) of the life msurer for that next 
succeeding income year, and so on. 

(2) Where any company to which section 204 of the Income 
Tax Act 1976 (as that provision was in force before its repeal 
and substitution by section 13 (1) of the Income Tax 
Amendment Act (No. 2) 1990) applied-

(a) Incurred any loss in carrying on its business of life 
insurance in the 1989-90 income year; or 

(b) Carried forward any loss (incurred in any earlier income 
year) to the 1989-90 income year in accordance with 
section 188 of the Income Tax Act 1976 as then in 
force,-

that loss shall (except to the extent to which it was in the 
1989-90 income year deducted from or set off against any 
assessable income of any person otherwise than in accordance 
with section 205c of the Income Tax Act 1976) be deemed to 
be a policyholder loss incurred by that company to which 
subsection (1) applies, and, notwithstanding any provision of 
this Act, shall not be deductible from or able to be set off 
against the assessable income derived by that company or any 
other company in any subsequent year except as provided in 
subsection (1). 

C£ 1976, No. 65, s.205c 
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SUBPART B-NEW ZEALAND SUPERANNUITANT SURCHARGE 

JB 1. New Zealand superannuitant surcharge pro
visions-Notwithstanding anything in the other provisions of 
this Act, the New Zealand superannuitant surchcirge shall be 
payable by every New Zealand superannuitant in accordance 
with this Subpart and Part NI. 

C£ 1976, No. 65, s. 336B 

JB 2. New Zealand superannuitant surcharge 
ims.:ed-( 1) Every person who, in any income year, is a New 
Ze d superannuitant shall be liable to pay a special tax by 
way of an income tax to be known as the New Zealand 
superannuitant surcharge at the rate of 25% of the amount by 
wliich the other income of that person in that income year 
exceeds the New Zealand superannuitant's specified 
exemption. 

(2) Notwithstanding anything in subsection (1), in no case 
shciU the amount of the New Zealand superannuitant surcharge 
for which a New Zealand superannuitant is liable in respect of 
any income year exceed an amount equal to the net New 
Zealand superannuation of that person in respect of that 
income year. 

(3) In this section, "net New Zealand superannuation", in 
relation to a New Zealand superannuitant and to any income 
year, means an amount calculated in accordance with the 
following formula: 

a-b-c 
where-

a is the gross New Zealand superannuation that the 
New Zealand superannuitant received in the income 
year; and 

b is the amount of the income tax that would have 
been payable in respect of the income year if a 
general assessment had been made on the taxable 
income of the New Zealand superannuitant for the 
income year; and 

c is the amount of income tax that would have been 
payable in respect of the income year if a general 
assessment had been made on an amount equal to 
the sum of-
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(i) The amount of other income in relation to the 
New Zealand superannuitant in relation to the 
income year (as determined by section JB 3 (1)), but 
excluding one-half of any amount received in the 
form of a pension from a superannuation fund or an 
annuity to which section CB 9 (~ applies, where that 
one-half amount is not otherwise included in the 
taxable income of the New Zealand superannuitant; 
and 

(ii) Any specified foreign social security pension or, 
as the case may be, the sum of the amount of every 
specified foreign social security pension received by 
the New Zealand superannuitant in the income year. 

Cr. 1976, No. 65, ss. 336A, 336c 

.TB S. Determination of "other incoJDe"-(I) In this 
Subpart and Part NI, "other income", in relation to any New 
Zealand superannuitant and to any income year, means an 
amount calculated in accordance WIth the following formula: 

a-b-c 
where-

a is the amount of the taxable income of the New 
Zealand superannuitant in respect of the income year, 
together with one-half of any amount received in the 
form of a pension from a superannuation fund or an 
annuity to which section CB 9 (f) applies, which 
amount is not otherwise included in the taxable 
income of the New Zealand superannuitant; and 

b is the gross New Zealand superannuation that the 
New Zealand superannuitant received in the income 
year; and 

c is the amount of any specified foreign social security 
pension or, as the case may be, the sum of the 
amounts of every specified foreign social security 
pension received by the New Zealand superannuitant 
in the income year. 

(2) Notwithstanding subsection (1), in any case where a New 
Zealand superannuitant receives New Zealand superannuation 
in respect of part only of any income year by reason of-

(a) The superannuitant's New Zealand superannuation 
commencing, for the first time, after the beginning of 
the income year; or 
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(b) The s~annuitant's permanent departure from New 
Ze d during the income year,-

the superannuitant's other income in respect of the income 
year shall be an amount calculated in accordance with the 
following formula: 

(d - e - g) X f 
+e 

h 
where-

d is the amount of the superannuitant's other income 
determined in accordance with subsection (1); and 

e is an amount equal to such part of the 
superannuitant's taxable income, not including any 
amount of-

(i) New Zealand superannuation; or 
(ii) Specified foreign social security pension,-

in the income year as, in the opinion of the 
Commissioner, relates to sources of income from 
which the superannuitant derived income (if any) 
during only the period in which New Zealand 
superannuation was payable to the superannuitant; 
and 

f is the number of days in respect of which that New 
Zealand superannuation was payable to the 
superannuitant in respect of the income year; and 

g is an amount equal to such part of the 
superannuitant's taxable income, not including any 
amount of-

(i) New Zealand superannuation; or 
(ii) Specified foreign social security pension,-

in the income year as, in the opinion of the 
Commissioner, relates to sources of income from 
which the superannuitant derived income (if any) 
during only the period in which New Zealand 
superannuation was not payable to the 
superannuitant; and 

h is the number of days in the income year. 
(3) Where the Commissioner is satisfied that the other 

income of a New Zealand superannuitant included income that 
was received by the superannuitant within a reasonable period 
after the date on which the superannuitant commenced or, as 
the case may be, ceased to be entided to receive New Zealand 
superannuation, the Commissioner may determine that, for the 
purposes of this Subpart and Part NI, that income was received 
on a date other tha.ll the date on which it was received: 
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Provided that this subsection shall not apply unless the 
Commissioner is satisfied that-

(a) The income would, in the ordinary course, have been 
received on or about the day on which the 
Commissioner determines, under this section, that 
the income was received; and 

(b) No arrangements have been made by the New Zealand 
superannuitant with a view to the superannuitant's 
affairs being deliberately so arranged or conducted 
that this subsection woUld, but for this paragraph, 
have effect more favourably in relation to that 
superannuitant than would otherwise have been the 
case; and 

(c) It is in the interests of the New Zealand superannuitant 
that it should apply. 

Cf. 1976, No. 65, s. 336D 

.TB 4. Detennination of specified exemption-(I) 
Subject to subsection (2), in this Suopart and Part NI "specified 
exemption", in relation to a New Zealand superannuitant and 
to any income year, means such one of the following amounts 
of exemption as is, or an amount equal to the sum of such 2 or 
more of the following amounts of exemption as are, applicable 
in the case of the New Zealand superannuitant: 

(a) Where in respect of any period in the income year 
(whether that period is a part or the whole of the 
income year) the New Zealand superannuation 
received by the New Zealand superannwtant was at a 
rate payable to an unmarried person under clause 
1 (a) or clause 1 (b) of the First Schedule to the Social 
Welfare (Transitional Provisions) Act 1990 by reason 
of the New Zealand superannuitant not being 
married, an amount of exemption calculated in 
accordance with the following formula: 

a 
4,160 X b 

where-
a is the number of days in respect of which 

the New Zealand superannuation was 
payable to the New zealand superannuitant 
in respect of the income year; and 

b is the number of days in the income year: 
(b) Where in respect of any period in the income year 

(whether that period is a part or the whole of the 
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income year) the New Zealand superannuation 
received by the New Zealand superannwtant was at a 
rate payable to a married person under clause 1 (c) of 
the First Schedule to the Social Welfare (Transitional 
Provisions) Act 1990 by reason of the New Zealand 
superannuitant's spouse being entided to receive New 
Zealand superannuation, an amount of exemption 
calculated in accordance with the following formula: 

cXd 
e 

where-
c is the amount remaining after deducting 

from $6,240 an amount equal to the other 
income, in relation to the income year, of 
the spouse of the New Zealand 
superannuitant; and 

d is the number of days in respect of which 
the New Zealand superannuation was 
payable to the New Zealand superannuitant 
ID respect of the income year; and 

e is the number of days in the income year: 
Provided that in no case shall item c be less than 

$3,120: 
(c) Where in respect of any period in the income year 

(whether that period is a part or the whole of the 
income year) the New Zealand superannuation 
received by the New Zealand superannwtant was at a 
rate payable to a married person under clause 1 (c) of 
the First Schedule to the Social Welfare (Transitional 
Provisions) Act 1990 by reason of the New Zealand 
superannuitant's spouse not being entided to receive 
New Zealand superannuation, an amount of 
exemption calculated in accordance with the 
following formula: 

where-

f X g 
h 

f is the amount remaining after deducting 
from $6,240 an amount equal to the 
taxable income (not including any amount 
of New Zealand superannuation), for the 
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income year, of the spouse of the New 
Zealand superannuitant, reduced by the 
amount of every pension of the same type 
as a specified foreIgn social security pension 
received by that spouse in respect of the 
income year; and 

g is the number of days in respect of which 
the New Zealand superannuation was 
payable to the New Zealand superannuitant 
m respect of the income year; and 

h is the number of days in the income year: 
Provided that in no case shall item f be less than 

$3,120: 
(d) Where in respect of any period in the income year 

(whether that period is a part or the whole of the 
income year) the New Zealand superannuation 
received by the New Zealand superannwtant was at a 
rate payable to an unmarried person under clause 
1 (a) or clause 1 (b) of the First Schedule to the Social 
Welfare (Transitional Provisions) Act 1990 pursuant 
to section 75(5) of the Social Security Act 1964, by 
reason of the New Zealand superannuitant's spouse 
having been a patient in a hospital (being a hospital 
referred to in section 75 (1) of that Act) for a period 
exceeding 13 weeks, an amount of exemption 
calculated in accordance with the following formula: 

where-

i X j 
k 

i is the amount remaining after deducting 
from $6,240 an amount equal to the 
taxable income (not including any amount 
of New Zealand superannuation), for the 
income year, of the spouse of the New 
Zealand superannuitant, reduced by the 
amount of every pension of the same type 
as a specified foreIgn social security pension 
received by that spouse in respect of the 
income year; and 

J is the number of days in respect of which 
the New Zealand superannuation was 
payable to the New Zealand superannuitant 
m respect of the income year; and 



1994, No. 164 Income Tax 2487 
s.JB • 

k is the number of days in the income year: 
Provided that in no case shall item i be less than 

$4,160: 
(e) Where in respect of any period in the income {ear 

(whether that period is a part or the whole 0 the 
income year) the New Zealand superannuation 
received by the New Zealand superannuitant was at 
a rate payable to an unmarried person under any 
regulation made under section 132A of the Social 
Security Act 1964 by reason of the New Zealand 
superannuitant's spouse receiving means· tested 
residential care disability services, and that spouse 
was entided to receive New Zealand 
superannuation, an amount of exemption calculated 
in accordance with the following formula: 

1 X m 
n 

where-
1 is the amount remaining after deducting 

from $6,240 an amount equal to the other 
income, in relation to the income year, of the 
spouse of the New Zealand superannuitant; 
and 

m is the number of days in respect of which 
that New Zealand superannuation was 
payable to the New Zealand superannuitant 
ID the income year; and 

n is the number of days in the income year: 
Provided that in no case shall item 1 be less than 

$4,160: 
(f) Where in respect of any period in the income {ear 

(whether that period is a part or the whole 0 the 
income year) the New Zealand superannuation 
received by the New Zealand superannuitant was at 
a rate payable to an unmarried person under any 
regulation made under section 132A of the Socicil 
Security Act 1964 by reason of the New Zealand 
su~annuitant's spouse receiving means-tested 
residential care disability services, and that spouse 
was not entided to receive New Zealand 
superannuation, an amount of exemption calculated 
in accordance with the following formula: 
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o is the amount remaining after deducting 
from $6,240 an amount equal to the taxable 
income (not including any amount of New 
Zealand superannuation), for the income 
year, of the spouse of the New Zealand 
superannuitant, reduced by the amount of 
every pension of the same tyPe as a specified 
foreign social security pensIOn received by 
that spouse in respect of the income year; 
and 

p is the number of days in respect of which 
that New Zealand superannuation was 
payable to the New Zealand superannuitant 
in the income year; and 

q is the number of days in the income year: 
Provided that in no case shall item 0 be less than 

$4,160: 
(g) Where in respect of any period in the income year 

(whether that period is a part or the whole of the 
income year) the New Zealand superannuation 
received by the New Zealand superannwtant was at a 
rate other than the rate payable to a married person 
under clause 1 (c) of the FIrst Schedule to the Social 
Welfare (Transitional Provisions) Act 1990, or, as the 
case may be, the rate payable to an unmarried person 
under clause 1 (a) or c1ause 1 (b) of the First Schedule 
to the Social Welfare (Transitional Provisions) Act 
1990, or was at a rate payable to an unmarried 
person for any reason other than any of the reasons 
referred to in any of paragraphs (a), (d), (e), and (f) of 
this subsection,-

(i) Where the New Zealand superannuitant is not 
married, an amount of exemption calculated in 
accordance with the formula in paragraph (a): 

(ii) Where the New Zealand superannuitant is mar
ried, and where the spouse of the New Zealand super
annuitant is entitled to receive New Zealand 
superannuation and that spouse has not been a 
patient in a hospital (being a hospital of the type 
referred to in paragraph (d)) for a period exceeding 



1994, No. 164 Income Tax 2489 
8.JB4 

13 weeks, an amount of exemption calculated in 
accordance with the formula in paragraph (b): 

(iii) Where the New Zealand superannuitant is 
married, and where the spouse of the New Zealand 
superannuitant is not entitled to receive New Zealand 
superannuation and that spouse has not been a 
patient in a hospital (being a hospital of the type 
referred to in paragraph (d)) for a period exceedmg 
13 weeks, an amount of exemption calculated in 
accordance with the formula in paragraph (c): 

(iv) Where the New Zealand superannuitant is a 
superannuitant to whom none of subparagraphs (i) to 
(iii) of this paragraph apply, an amount of exemption 
calculated in accordance with the formula in 
paragraph (d): 

(h) Where in respect of any period in the income year New 
Zealand superannuation is not received by the New 
Zealand superannuitant for any reason other than-

C--26 

(i) The superannuitant's New Zealand 
superannuation commencing, for the first time, after 
the beginning of the income year; or 

(ii) The superannuitant's death during the income 
year; or 

(iii) The superannuitant's permanent departure 
from New Zealand during the income year,-
an amount of exemrtion calculated as follows: 

(iv) In the case 0 a New Zealand superannuitant 
who, in respect of the income year, received New 
Zealand superannuation before the commencement 
of that penod, the amount of exemption that would 
have been determined under paragraph (a) or 
paragraph (b) or paragraph (c) or paragraph (d) or 
paragraph (e) or 'paragrapIi (f) or paragraph (g), as the 
case may be, ID respect of that period if the 
superannuitant had received New Zealand 
superannuation in respect of that period on the basis 
or the same circumstances as those on the basis of 
which the superannuitant received it on the last pay 
day (as defined in section 3 (1) of the Social Security: 
Act 1964) on which, before the commencement of 
that period, the superannuitant received a payment 
of New Zealand superannuation; and 

(v) In all other cases, the amount of exemption that 
would have been determined under paragraph (a) or 
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paragraph (b) or paragraph (c) or paragraph (d) or 
paragraph (e) or paragraph (f) or paragraph (g), as the 
case may be, in respect of that period if the 
superannuitant had received New Zealand 
superannuation in respect of that period on the basis 
or the same circumstances as those on the basis of 
which the superannuitant received it on the first pay 
day (as so defined) on which, after the end of the 
period, the superannuitant received a payment of 
superannuation. 

(2) For the purposes of subsection (1), in any case where, in 
relation to a New Zealand superannuitant and to any income 
year, an amount calculated in accordance with, as the case may 
be, item c in paragraph (b), item f in paragraph (c), item i in 
paragraph (d), item 1 in paragraph (e), item 0 in paragraph (f), 
paragraph (g), or paragraph (h) of that subsection cannot be 
determined, for the purpose of an assessment, under section 
44 (2) of the Tax Adrrunistration Act 1994, of income tax 
payable by the New Zealand superannuitant by reason of the 
income of the spouse of the New Zealand superannuitant for 
the income year not being ascertainable at the time of the 
making of that assessment, an amount in substitution of that 
amount shall be determined by the Commissioner in such 
manner as the Commissioner considers fair and equitable 
having regard to the circumstances of the case and to the tenor 
of subsection (1) of this section. 

Cf. 1976, No. 65, s. 336E 

JB 5. Election by New Zealand superannuitant in 
respect of payment of surcharge-( 1) A New Zealand 
superannuitant who at any time expects, in respect of any 
income year, to be liable for the surcharge in respect of that 
income year, shall make an election in accordance with this 
section as to the manner in which the surcharge is to be paid. 

(2) Every election made by any New Zealand superannuitant 
under subsection (1) shall,-

(a) Where the superannuitant estimates that his or her other 
income in that income year will consist of specified 
income only, be an election that the surcharge is to 
be paid-

C--26* 

(i) By way of deductions in accordance with 
section NI 1 from payments of the superannuitant's 
p-oss New Zealand superannuation made in that 
mcome year; or 
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(ii) As provisional tax by the superannuitant in 
accordance with the provisional tax iules: 

(b) Where the superannuitant estimates that his or her other 
income in that income year will consist of source 
deduction {>ayments (other than New Zealand 
superannuauon) only, be an election that the 
surcharge is to be paid-

(i) By way of deductions in accordance with 
section NI 1 from payments of the superannuitant's 
gross New Zealand superannuation made in that 
income year; or 

(ii) By way of deductions in accordance with 
section NI3 from source deduction payments (other 
than New Zealand superannuation) made to the 
superannuitant in that income year: 

(c) In any other case, be an election that the surcharge is to 
be paid-

(i) By way of deductions in accordance with 
section NI 1 from payments of the superannuitant's 
gross New Zealand superannuation made in that 
income year; or 

(ii) In accordance with section NI 4 both by way of 
deductions from source deduction payments (other 
than New Zealand superannuation) made to the 
superannuitant in that income year and as provisional 
tax paid by the superannuitant. 

(3) Where at any time a New Zealand superannuitant has 
made an election in respect of any income year under 
subsection (1) in accordance with paragraph (a) or paragraph (b) 
or paragraph (c) of subsection (2) and where, subsequent to the 
making or that election, the composition of the New Zealand 
superannuitant's other income changes so that an election 
under subsection (1) should have been made in accordance with 
another paragraph of that subsection, the New Zealand 
superannuitant shall immediately make a new election in 
respect of that income year in accordance with that other 
paragraph. 

ef. 1976, No. 65, s. 336c 

.lB 6. Application of other provisions to surcharge
Subject to this Subpart and Part NI, the other provisions of this 
Act and of the Tax Administration Act 1994, as far as they are 
applicable and with any necessary modifications, shall apply 
with respect to the New Zealand superannuitant surcharge as if 
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it were income tax levied under section BB 1 of this Act; but 
nothing in this Subpart and Part NI shall be so construed as to 
include the surcharge in the expressions "income tax" or "tax" 
for the purposes of the provisions listed in section OZ 1 (3)(a) to 
(0). 

Cf. 1976, No. 65, s. 336M 

PARTK 
REBATES 

SUBPART B-GENERAL 

KB 1. Application of section BB 10-Section BB 10 shall 
apply with respect to all rebates authorised by any of the 
provisions of the following sections, namely: 

(a) Section KC 1: 
(b) Section KC 2: 
(c) Section KC 3: 
(d) Section KC 4: 
(e) Section KC 5: 
(~ Section KE 1: 
(g) Section KF 3: 
(h) Section KG 1: 
(i) Section KZ 1. 

Cf. 1976, No. 65, s. 57 (2) 

KB 2. Proportionate adjustment to rebates on change 
of return date-Where, for the purposes of section 39 of the 
Tax Administration Act 1994, a taxpayer is assessed for income 
tax on a return made for a period less than a year, the taxpayer 
shall, subject to section BB 10 of this Act, be entitled, by way of 
rebates allowable under sections KC 1 to KC 4, only to an 
amount bearing to the total of such rebates to which the 
taxpayer would be entitled for a full year, the same proportion 
as the number of days in that period bears to the number of 
days in a year; and where a taxpayer is assessed on a return or 
returns for a period more than a year, the total of such rebates 
to which the taxpayer is entitled shall be proportionately 
increased. 

Cf. 1976, No. 65, s. 16 

SUBPART C-INDIVIDUAL REBATES 

KC 1. Low income rebate-( 1) Subject to this section and 
to section BB 10, in the assessment of every taxpayer, being a 



1994, No. 164 Income Tax 2493 
s. KC 1 

natural person other than an absentee, there shall be allowed as 
a rebate of income tax,-

(a) Where the assessable income derived in the income year 
by that taxpayer, being a New Zealand 
superannuitant, is less than $9,500, a rebate of an 
amount equal to 9 cents for each complete dollar of 
that assessable income: 

(b) Where the assessable income derived in the income year 
by that taxpayer (not being a taxpayer to whom 
paragraph (a) applies) is less than $9,500, a rebate of 
9 cents for each complete dollar of that assessable 
income that does not comprise interest, dividends, 
royalties, rents, or income aerived by a beneficiary 
under a trust under section HR 3: 

(c) Where the assessable income derived in the income year 
by that taxpayer amounts to, or exceeds $9,500, an 
amount calculated in accordance with the following 
formula: 

where-
x-y 

X lS-

(i) $855, where the taxpayer is a New 
Zealand superannuitant: 

(ii) The lesser of $855 and an amount equal 
to 9 cents for each complete dollar of that 
assessable income that does not comprise 
interest, dividends, royalties, rents, or income 
derived by a beneficiary under a trust under 
section HR 3, in all other cases; and 

y is an amount equal to 4 cents for each 
complete dollar of the assessable income that 
exceeds $9,500. 

(2) For the purposes of subsection (1), in any case where a 
taxpayer has, during the income year, either arrived in or 
departed from New Zealand and in respect of that part of the 
income year (being the income year in which the taxpayer so 
arrives or departs) that precedes the taxrayer's arrival rn, or, as 
the case may be, succeeds the taxpayer s departure from New 
Zealand, the taxpayer is deemed, under section OE 1, not to be 
resident in New Zealand, the assessable income derived in the 
income year by the taxpayer shall be deemed to be an amount 
equal to the assessable income derived by the taxpayer in the 
period during which (in the income year) the taxpayer is 
personally present in New Zealand, increased in the proportion 
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that the number of days in the income year bears to the 
number of days in the period. 

(3) For the purposes of subsection (1) and notwithstanding 
subsection (2), where the taxpayer derives income from New 
Zealand in the period (in the income year) that precedes the 
taxpayer's arrival in, or, as the case may be, succeeds the 
taxpayer's departure from New Zealand (being the period in 
respect of which the taxpayer is deemed not to be resident in 
New Zealand), the Commissioner may determine the amount 
of the assessable income derived in the income year by the 
taxpayer in such manner and in such amount as in all the 
circumstances of the case appear equitable having regard to the 
class or classes of the income so derived by the taxpayer and to 
the circumstances of the derivation of that income and to the 
tenor of this section. 

Cr. 1976, No. 65, s. 50D 

KC 2. Rebate in certain cases for children-Subject to 
section BB 10, in the assessment of every taxpayer (other than 
an absentee) who at any time during any income year-

(a) Is under the age of 15 years; or 
(b) Is under the age of 18 years and is attending-

(i) A private primary school or a State primary 
school or a private secondary school or a State 
secondary school or department (in each case as 
defined in the Education Act 1964); or 

(ii) An integrated school (as defined in section 2 of 
the Private Schools Conditional Integration Act 1975); 
or 

(iii) A school providing special education (as defined 
in the Education Act 1964) for the deaf, the dumb, 
the blind, the mentally handicapped, the crippled, or 
the otherwise disabled, afHicted, or handicapped; or 

(c) Is a person under the age of 19 years who-
(i) During the preceding income year was a person 

to whom paragraph (b) applied; and 
(ii) Attained the age of 18 years on or after 1 

January in that preceding income year; and 
(iii) Continues to attend a school of any of the kinds 

referred to in paragraph (b),-
there shall be allowed a rebate of income tax for that income 
year of the lesser of-

(d) An amount calculated in accordance with the following 
formula: 
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where-
x is the assessable income of the taxpayer for 

that income year; and 
y is the resident withholding income derived 

by the taxpayer in that income year: 
(e) $156: 
Provided that in no case shall a taxpayer be allowed a rebate 

under this section in respect of any income year in respect of 
which the taxpayer has been allowed a rebate under 
section KC 3. 

C£ 1976, No. 65, s. 50A 

KC S. Transitional tax allowance-( 1) Subject to this 
section and to section BB 10, in the assessment of every tax
payer who in any income year is a qualifying person, there shall 
be allowed as a rebate of income tax an amount calculated in 
accordance with the following fonnula: 

y X ;2 
where-

Y IS-

(i) Where the assessable income derived in the income 
year by that taxpayer is less than $6,241, $728: 

(ii) Where the assessable income derived in the 
income year by that taxpayer amounts to or exceeds 
$6,241, $728 diminished by 20 cents for each complete 
dollar of the assessable income that exceeds $6,240; and 

l is the number (if any) of periods of one week, in the 
income year, in relation to each of which the taxpayer is 
a full-time earner. 

(2) For the purposes of subsection (1), in any case where a 
qualifying person has, during the income year, either arrived in 
or departed from New Zealand and in respect of that part of 
the income year (being the income year in which the qualifying 
person so arrives or departs) that precedes the qualifying 
person's arrival in or, as the case may be, succeeds the 
qualifying person's departure from New Zealand, the qualifying 
person is aeemed, under section OE 1, not to be resident in 
New Zealand, the assessable income derived in the income year 
by the qualifying person shall be deemed to be an amount 
equal to the assessable income derived by the qualifying person 
in the period during which (in the income year) the qualifying 
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person is personally present in New Zealand, increased in the 
proportion that the number of days in the income year bears to 
the number of days in that period: 

Provided that in any case where the qualifying person derives 
income from New Zealand in the period (in the income year) 
that precedes the qualifying person's arrival in or, as the case 
may be, succeeds the qualitying person's departure from New 
Zealand (being the period in respect of which the qualifying 
person is deemed not to be resident in New Zealand), the 
Commissioner may determine the amount of the assessable 
income derived in the income year by the qualifying person in 
such manner and in such amount as in all the circumstances of 
the case appear equitable having regard to the class or classes 
of the income so derived by the qualifying person and to the 
circumstances of the derivation of that income and to the tenor 
of this subsection. 

(3) In this section,-
"Full-time earner", in relation to any week, means any 

person who, in the week, is engaged in remunerative 
work for not less than 20 hours; and includes any 
person who, the Commissioner is satisfied, has not 
been so engaged by reason of-

(a) That person having suffered incapacity due to 
personal injury by accident (being personal injury by 
accident within the meaning of section 2 of the 
Accident Compensation Act 1982 or rersonal injury 
within the meaning of section 4 0 the Accident 
Rehabilitation and Compensation Insurance Act 
1992) in respect of which earnings related 
compensation (under section 2 of the Accident 
Compensation Act 1982), any compensation for loss 
of earnings payable under sections 38, 39, and 43 of 
the Accident Rehabilitation and Compensation 
Insurance Act 1992, or any vocational rehabilitation 
allowance payable under section 25 of that Act, or 
any compensation for loss of potential earning 
capacity payable under section 45 or section 46 of 
that Act or any weekly compensation payable under 
section 58, section 59, or section 60 of that Act, or 
any continued compensation payable under section 
138 of that Act has been, is being, or will be paid 
where, were it not for the suffering of that incapacity, 
that person would have been so engaged: 
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(b) That person having been temporarily, or for an 
indefinite period, incapacitated for work through 
sickness or accident in respect of which a sickness 
benefit has been, is being, or will be paid under Part I 
of the Social Security Act 1964 where, were it not for 
that person having been so incapacitated for work, 
that person would have been so engaged;-
and for the purposes of this definition in any case 
where remunerative work is performed, by any 
person, in a pay period that consists of a period that 
IS longer than one week, the person shall be deemed 
to have been engaged in remunerative work to a 
uniform daily extent throughout the said period: 

"Qualifying person", in relation to an income year, means 
any ful[.time earner, not being a person-

(a) Who is a child under the age of 18 years (other 
than a child over the age of 15 years who has ceased 
attending a school of any of the kinds referred to in 
section KC 2 (b)): 

(b) Who is not chargeable with income tax in 
:espect of the income derived by the person in the 
mcome year: 

(c) Who is deemed, under section OE 1, not to be 
resident in New Zealand throughout the income year: 

(d) Who is entitled to any credit of tax in respect of 
the income year under Part KD: 

(e) Who is, throughout the income year, the spouse 
of anYlerson who, in respect of the income year, is 
entitle to any credit of tax under Part KD: 

"Remunerative work", in relation to any person, means 
work from, by, or through the performing of which 
by the person, income (within the meaning of this 
Act) is derived by the person. 

Cf. 1976, No. 65, s. 50c 

KC 4. Rebate in certain cases for housekeeper
(1) Subject to section BB 10, in the assessment of every 
taxpayer (other than an absentee) specified in paragraph (a) or 
r.aragraph (b) or paragraph (c) of the definition of 
'housekeeper' in subsection (2) of this section who makes 

qualifying payments during any income year there shall be 
cillowed as a rebate of income tax for that income year the 
smaller of-
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(a) A sum equal to 33 cents for every complete dollar of those 
qualifying payments: 

(b) $310. 
(2) In this section-

"Child" means any child who is under the age of 18 years, 
or who is suffering from any mental or physical 
infirmity or disability affecting his or her ability to 
earn his or her living: 

"Communal home" means a motel, hotel, boardinghouse, 
guest house, convalescent home, nursing home, rest 
home, hospital, hospice, or other similar 
establishment; but does not include any part of such 
an establishment that is occupied by any person 
regularly engaged in carrying on the activity of 
operating the establishment, or by the spouse of the 
person: 

"Home", in relation to a taxpayer and to any incomelear, 
means the dwelling that is the residence 0 the 
taxpayer in which the taxpayer resides during the 
income year; but does not include a communal home: 

"Housekeeper", in relation to a taxpayer and an income 
year, means-

(a) Where the taxpayer is a widow, a widower, a 
divorced person, an unmarried person, or a separated 
person,-

(i) A person who, or an institution which, has 
the care and control, either in the home of 
the taxpayer or elsewhere, of any child; or 

(ii) A person who tends the home of the 
taxpayer, where the Commissioner is 
satisfied that the services of the person are 
necessary by reason of any mental or 
physical infirmity or disability of the 
taxpayer; or 

(b) Where the taxpayer is a married person (other 
than a separated person),-

(i) A person who, or an institution which, has 
the care and control, either in the home of 
the taxpayer or elsewhere, of any child; or 

(ii) A person who tends the home of the 
taxpayer,-

where, in either case, the Commissioner is satisfied 
that the services of the person or the institution are 
necessary by reason of any mental or physical 
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infirmity or disability of the taxpayer or his or her 
spouse; or 

(c) Where the taxpayer is a married person (other 
than a separated person), a person who, or an 
institution which, has the care and control, either in 
the home of the taxpayer or elsewhere, of any child, 
where the Commissioner is satisfied that the services 
of the person or the institution are necessary by 
reason of the employment or business activities of 
both the taxpayer and his or her spouse: 

Provided that where, in respect of any income year 
and by reason of this paragraph, both spouses are 
entitled to a rebate under this section, the 
Commissioner may apportion such amounts of rebate 
not exceeding in the aggregate $310 in such manner 
as the Commissioner considers fair and equitable: 

"Institution" means any creche, day nursery, play centre, 
kindergarten, or similar body; but does not, in 
relation to the care and control of a child who is 5 
years of age or over, include any institution which is, 
in any way, concerned with the education of the 
child: 

"Qualifying payments", in relation to a taxpayer and to 
any income year, means payments made by the 
taxpayer during the income year for the services of a 
housekeeper or housekeepers, being payments in 
respect of which no rebate of income tax or special 
exemption under any other provision of this Act has 
been, or will be, allowed to the taxpayer or to any 
other taxpayer: 

"Separated person" means a married person who is in fact 
separated and living separate and apart from his or 
her spouse, whether in accordance with a decree, 
order, or judgment of any Court, or under an 
agreement for separation, or by reason of the 
desertion of one of the parties by the other of them, 
or otherwise. 

Cf. 1976, No. 65, s. 54 

KC 5. Rebate in respect of gifts ofmoney-(l) Subject to 
this section and section BB 10, in the assessment of every 
taxpayer, other than an absentee or a company or a public 
authority or a Maori authority or an unincorporated body, or a 
trustee assessable and liable for income tax under sections 



2500 
s.KC5 

Income Tax 1994, No. 164 

HH 3 to HH 6, HK 14, and HZ 2, there shall be allowed as a 
rebate of income tax the amount of any gift (not being a 
testamentary gift) of money of $5 or more made by the 
taxpayer in the income year to any of the following societies, 
institutions, associations, organisations, trusts, or funds (being 
in each case a society, an institution, an association, an 
organisation, a trust, or a fund in New Zealand), namely: 

(aa) A society, institution, association, organisation, or trust 
which is not carried on for the private pecuniary 
profit of any individual and the funds of which are, in 
the opinion of the Commissioner, applied wholly or 
principally to any charitable, benevolent, 
philanthropic, or cultural purposes within New 
Zealand: 

(ab) A public institution maintained exclusively for anyone 
or more of the purposes within New Zealand specified 
in paragraph (aa): 

(ac) A fund established and maintained exclusively for the 
purpose of providing money for anyone or more of 
the purposes within New Zealand specified in 
paragraph (aa), by a society, institution, association, 
organisation, or trust which is not carried on for the 
private pecuniary profit of any individual: 

(ad) A public fund established and maintained exclusively for 
the purpose of providing money for anyone or more 
of the purposes within New Zealand specified in 
paragraph (aa): 

(ae) The Red Cross Society Incorporated: 
(af) The Pacific Leprosy Foundation: 
(ag) The Leprosy Mission (New Zealand): 
(ah) The Volunteer Service Abroad (Incorporated): 
(ai) The Commonwealth Foundation: 
(aj) The Sir Walter Nash Vietnam Appeal: 
(ak.) The Food Bank of New Zealand: 
(al) The Norman Kirk Memorial Trust Fund: 
(am) The United Nations International Children's 

Emergency Fund (UNICEF): 
(an) World Vision of New Zealand (Incorporated): 
(ao) The Save the Children Fund: 
(ap) The Hillary Commission for Sport, Fitness, and Leisure: 
(aq) Christian World Service: 
(ar) Caritas Aotearoa-New Zealand: 
(as) "Raphael" (The Ryder-Cheshire Foundations of New 

Zealand): 
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(au) The New Zealand Society for the Intellectually 
Handicapped (Incorporated): 

(av) Amnesty International: 
(aw) The Evangelical Alliance Relief Fund (TEAR Fund): 
(ax) CORSO (Incorporated): 
(ay) Operation Hope (Aid Ship to Africa): 
(az) Rotary (District 992) Charitable Trust: 
(ba) Alhay Buhay Foundation Trust: 
(bb) Cyclone Ofa Relief Fund: 
(bc) Water for Survival: 
(bd) International Christian Aid (ICA): 
(be) Christian Children's Fund of New Zealand limited 

(CCFNZ): 
(bi) Cyclone Val Relief Fund: 
(bg) Channel 2 Cyclone Aid for Samoa: 
(bh) Community Action Overseas (Oxfam NZ): 
(bi) The Winston Churchill Memorial Trust: 
(bj) The Fred Hollows Foundation (NZ): 
(bk) Christian Blind Mission International (New Zealand): 
(bl) Four Sherpa Trust. 
(2) The rebates provided for in this section shall not, in the 

case of any taxpayer, in any income year exceed in the 
aggregate the smaIler of-

(a) 331/3% of the aggregate of all gifts described in 
subsection (1): 

(b) $500. 
(3) No rebate shall be allowed under this section in respect of 

any gift unless the taxpayer furnishes to the Commissioner in 
support of the taxpayer's claim for the rebate a receipt 
eVIdencing to the satisfaction of the Commissioner the making 
of the gift by the taxpayer. 

(4) In this section, "gift" includes a subscription paid to a 
society, institution, association, organisation, trust, or fund, 
only if the Commissioner is satisfied that the subscription does 
not confer any rights arising from membership in that or any 
other society, institution, association, organisation, trust, or 
fund. 

Cf. 1976, No. 65, s. 56A 

SUBPART D-FAMILY SUPPORT 

KD I. Determination of assessable income-( 1) 
Notwithstanding any other provision of this Act, for the 
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purposes of this Subpart, in calculating under this Act the 
assessable income derived or in ascertaining the loss incurred 
by any person in any income year-

(a) Income of any of the kinds referred to in sections CB 1 (a), 
CB 1 (d), CB 5 (f), CB 9 (a), and CB 9 (d), derived by 
the person in the income year, shall be deemed not to 
be exempt from tax; and 

(b) A deduction shall be allowed of-
(i) The amount of any payment, made by the 

person during the income year, of the kind referred 
to in section CB 9 (a); and 

(ii) The amount of any payment made by the 
person during the income year under section 27K of 
the Social Security Act 1964; and 

(c) A deduction shall not be allowed of-
(i) Any amount by way of depreciation in respect of 

any building; and 
(ii) Any expenditure that, but for this 

subparagraph, would be allowed as a deduction, 
under any of sections DL 2, DO 3 to DO 5, and DZ 2 
to DZ 4, in calculating that assessable income; and 

(iii) Any payment in relation to the whole or any 
part of the amount of which, but for this 
subparagraph, a deduction would be allowed under 
section El 3 or section El 13 in calculating that 
assessable income; and 

(d) There shall be included every amount of income (not 
being income derived from the sale of a building), 
derived by the person in the income year, that, but 
for this subparagraph, would, under any of sections 
DC 2, EG 19, EJ 1, EJ 2, and EN 2 to EN 4, be deemed 
to be, or to have been, derived in an income year 
other than that income year; and 

(e) There shall not be included-
(i) Any amount of income equalisation reserve 

deposit (not being interest payable under section El 2) 
that, in the income year, is refunded to the person 
under any of sections El 4, El 5, El 7, and El 9; and 

(ii) Any amount of income that, under any of 
sections DC 2, EG 19, EJ 1, EJ 2, EN 2 to EN 4, and 
EZ 2, is deemed to be, or to have been, derived by the 
person in the income year, and that, were it not so 
deemed, would not be or have been income derived 
by the person in the income year; and 
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(iii) Any amount of income that, under section 
EZ 1, is deemed to be, or has been, derived by the 
person in the 1992-93 income year or any of the 4 
succeeding income years; and 

(iv) Any amount of income that, under 
section EZ 2, is liquor revaluation income that is 
deemed to be, or has been, derived by the person in 
the 1988-89 income year; and 

(v) Any amount of income derived from the sale of 
a building that, under section EG 19, is included in 
the assessable income of the person in the income 
year; and 

(vi) Any amount that, having been deposited under 
section Elll in a person's adverse event income 
equalisation reserve account (not being interest 
payable under section El 12), is refunded to the 
person under section El 14, or under either of 
sections El 5 and El 7 as applied by section El 15; and 

(vii) Any amount of a loss of a qualifying company 
that is attributed to the person as a shareholder of 
that company under section HG 16; and 

(f) Where, in the incomelear, a business or more than one 
business is carrie on by the person, there shall, in 
relation to that business, or each such business, be 
calculated under this Act, including this Subpart (that 
calculation being referred to in this paragraph and in 
subsection (2) as the "specified calculation"), the 
amount that, if the carrying on of that business were, 
in relation to the person, the sole source of assessable 
income in that income year, would, under this Act, be 
the assessable income derived or the loss incurred by 
the person in that income year, and, where that 
amount so calculated is a loss, that business shall be 
deemed, for the purposes of this Subpart (except for 
the purpose of makfug the specified calculation), not 
to have been carried on by the person during the 
income year; and 

(g) Where, on the day that, in relation to a company that is a 
close company, is the last day of the year or other 
period ending with the date of the annual balance of 
the accounts of the company for the purpose of 
furnishing its return of income under this Act for the 
income year (that period being referred to in this 
paragraph as the "accounting year of the company"), 
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the person is, or would be if that day was the last day 
of any quarter, in relation to that company, a major 
shareholder, there shall be included,-

(i) For the purposes of this Act, other than the 
defiIrition of "net specified income", an amount equal 
to the amount (if any) by which the amount of any 
dividend, or the aggregate of the amounts of all 
dividends, paid by the company to the person in the 
income year is less than an amount equal to so much 
of the assessable income derived by the company in 
the income year to which, under and for the purposes 
of this Act, the accounting year of the company 
corresponds, as bears to that amount the same 
proportion as the total of the issued shares of the 
company (other than shares which bear a fixed rate 
of dividend only) so held by the person bears to the 
total of the issued shares of the company (other than 
shares which bear a fixed rate of dividend only) on 
the last day of that accounting year of the company: 

(ii) For the purposes of the definition of "net 
specified income", an amount equal to the amount (if 
any) by which the amount of any dividend, or the 
aggregate of the amounts of all dividends, paid by the 
company to the person in the income year is less than 
the amount calculated in accordance with the 
following formula: 

a b X (c - d) 

where-
a is the number of issued shares of the 

company (other than shares which bear a 
fixed rate of dividend only) held by the 
person on the last day of the accounting 
year of the company; and 

b is the number of issued shares of the 
company (other than shares which bear a 
fixed rate of dividend only) on the last day 
of the accounting year of the company; and 

c is the assessable income derived by the 
company in the income year to which, 
under and for the purposes of this Act, the 
accounting year of the company 
corresponds; and 
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d is the income tax payable by the company 
in the income year to which, under ana for 
the purposes of this Act, the accounting 
year of the company corresponds; and 

(h) Where any person receives any distribution from a 
superannuation scheme, and an employer of that 
person (being an employer by whom the person 
continues to be employed one month after the date 
of receipt of the distribution) has made contributions 
to that superannuation scheme in the income rear in 
which· the distribution was received or m the 
immediately preceding 2 income years, that 
distribution shall, unless the Commissioner in the 
Commissioner's discretion determines otherwise, be 
included in the person's assessable income for the 
income year or years determined by the 
Commissioner as being the income year or years for 
which the contributions were approrriate, less an 
amount that the Commissioner determines is 
attributable to the member's contributions for any 
such year: 

Provided that this paragraph shall not apply to any 
person who receives any distribution from a 
superannuation scheme as a result of and on or after 
the person's retirement from employment with an 
employer who was a contributor to the scheme. 

(2) For the purposes of subsection (1)(~,-
(a) Where, in the income year, any asset of the person is used 

in the carrying on by the person of a business and 
another business or other businesses, there shall be 
allowed, in the making, in relation to that first· 
mentioned business, of the specified calculation, a 
deduction of such part (and no other part), of the 
expenditure incurred and of the allowance (if any) by 
way of depreciation (being the expenditure and being 
the allowance that, apart from subsection (1 )(fj, 
would, in respect of or in relation to the asset, be 
deductible under this Act in calculating, for the 
purposes of this Subpart, the assessable income 
denved by the person in the income year), as the 
Commissioner tliinks fit; and 

(b) Where, the Commissioner is satisfied, 2 or more 
businesses that are carried on by the person in the 
income year are businesses of the kind that are 

C---27 
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nonnally carried on in association with each other or, 
as the case may be, one another the Commissioner 
may determine that the carrying on of those 
businesses shall be deemed to constitute the carrying 
on by the person of a single business in the income 
year. 

(3) For the purpose of detennining the amount that is equal 
to so much of the assessable income derived by any person in 
any income year as, for the purposes of this Subpart, is deemed 
to be derived during any period, contained in the income year, 
that is, in relation to the person, a specified period,-

(a) The assessable income derived by the person in the 
income year shall, to the extent that it was derived by 
the person from employment during the whole or 
any part ofthe income year, be deemed to have been 
derived at a unifonn daily rate throughout the period 
of that employment: 

(b) The assessable income derived by the person in the 
income year shall, to the extent that it was derived by 
the person by way of a benefit that was an income· 
tested benefit, be deemed to have been derived at a 
unifonn daily rate throughout the period, in the 
income year, in respect of which the benefit was paid 
to the person: 

(c) The assessable income derived by the person in the 
income year shall, to the extent that it was derived by 
the person otherwise than from employment, and 
otherwise than by way of a benefit that was an 
income· tested benefit, be deemed to have been 
derived at a tmifonn daily rate throughout the 
income year, whether or not that income is income to 
which section 38 (1) of the Tax Administration Act 
1994 applies. 

(4 ) For the purposes of this Subpart, the specified income in 
relation to a person and to any specified period shall be an 
amount calculated in accordance with the following fonnula: 

a X 365 
b 

where-

G-27* 

a is so much of the assessable income derived by the 
person in the income year that contains the specified 
period as, in the opinion of the Commissioner, is 
derived during the specified period; and 

b is the number of days in the specified period. 
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(5) Where the assessable income calculated under this Act 
(except this Subpart) in relation to any person and to any 
income year is calculated in respect of a period (referred to in 
this subsection as the "greater period") that is greater than a 
period of 12 consecutive months, the assessable income 
(referred to in this subsection as the "adjusted assessable 
income") of the person calculated under this Act (including this 
Subpart), for the purposes of this Subpart, in relation to that 
income year, shall, subject to such adjustments (if any) as the 
Commissioner considers fair and equitable, be reduced (for the 
purposes of this Subpart) to an amount equal to such amount as 
bears to the adjusted assessable income tfie proportion that 365 
bears to the number of days in the greater period. 

(6) Where, by reason of an alteration to the date of the 
annual balance of the accounts of any person for the purpose of 
the furnishing by the person of returns of income under the 
Tax Administration Act 1994, the assessable income (referred 
to in this subsection as the "adjusted income") calculated under 
this Act (except this Subpart) in relation to the person and to an 
income year is calculated in respect of a period (referred to in 
this subsection as the "lesser period") that is less than a period 
of 12 consecutive months, the assessable income of the person 
calculated under this Act (including this Subpart), for the 
purposes of this Subpart, in relation to that income year, shall, 
subject to such adjustments (if any) as the Commissioner 
considers fair and equitable, be increased (for the purposes of 
this Subpart) to an amount equal to such amount as bears to 
the adjusted income the proportion that 365 bears to the 
number of days in the lesser period. 

C£ 1976, No. 65, s. 3748; 1994, No. 76, s. 58 

KD 2. Family support credit of tax-(I) Subject to this 
~ubpart, where, throughout any specified period, any person 
lS-

(a) A qualifying person; and 
(b) A person in relation to whom, at all times, no other 

person is a spouse,-
in relation to such period (referred to in this subsection and in 
subsection (3) as the "eli~ble period"), within that specified 
period, as is a period in which at no time, other than on the first 
or, as the case may be, the last day of the eligible period,-

(c) The person commences or ceases to be the principal 
caregiver of any dependent child; or 
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(d) A child in respect of whom the person is the principal 
caregiver ceases to be a dependent child,-

there shall be allowed to that person a credit of tax, for the 
income year of which the specified period is part, of an amount 
calculated in accordance with the following formula: 

y X 3~5 
where-

Y is an amount equal to the aggregate of-
(i) $2,184 in respect of the eldest dependent child; 

and 
(ii) $2,184 for each additional dependent child (not 

being a child referred to in paragraph (i)) who was 
born on or before 30 September 1977; and 

(iii) $1,820 for each additional dependent child (not 
being a child referred to in paragraph (i) or paragraph 
(ii)) who is 13,14,15,16,17, or 18 years of age; and 

(iv) $1,404 for each additional dependent child not 
previously mentioned above,-
being in each case a dependent child in respect of 
whom the person is a prmcipal caregiver throughout 
the eligible period, diminished by-

(v) Nil, where the specified income of the person in 
relation to the specified period does not exceed 
$20,000: 

(vi) Where the specified income of the person in 
relation to the specified period exceeds $20,000 but 
does not exceed $27,000, 18 cents for every complete 
dollar of that excess: 

(vii) Where the specified income of the person in 
relation to the specified period exceeds $27,000, the 
amount of $1,260 increased by 30 cents for every 
complete dollar of that excess; and 

z is the number of days in the eligible period. 
(2) Subject to this Subpart, where, throughout any specified 

r.eriod, any person (referred to in this subsection as the 
'eligible person") is-

(a) A qUalifying person; and 
(b) A person in relation to whom another person is a 

spouse,-
in relation to such period (referred to in this section as the 
"eligible period"), Within that specified period, as is a period in 
which at no time, other than on the first or, as the case may be, 
the last day of the eligible period,-
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(c) The eligible person commences or ceases to be the 
principal caregiver of any dependent child; or 

(d) A clilld in respect of whom the eligible person is the 

J rincipal caregiver ceases to be a dependent child,
there sh be allowed, to the eligible person a credit of tax, for 
the income year of which the specified period is part, of an 
amount calculated in accordance with the following fonnula: 

y X 3~5 
where-

Y is an amount equal to the aggregate of-
(i) $2,184 in respect of the eldest dependent child; 

and 
(ii) $2,184 for each additional dependent child (not 

being a child referred to in paragraph (i)) who was 
born on or before 30 September 1977; and 

(iii) $1,820 for each additional dependent child (not 
being a child referred to in paragraph (i) or paragraph 
(ii)) who is 13, 14, 15, 16, 17, or 18 years of age; and 

(iv) $1,404 for each additional dependent child not 
previously mentioned above,-
being in each case a dependent child in respect of 
whom the person is a pnncipal caregiver throughout 
the eligible period, diminished by-

(v) Nil, where the specified income of the eligible 
person or the specified income of the other person, or 
the aggregate of those specified incomes, as the case 
may be, in relation to the specified period does not 
exceed $20,000: 

(vi) Where the specified income of the eligible 
person or the specified income of the other person, or 
the aggregate of those specified incomes, as the case 
may be, in relation to the specified period exceeds 
$20,000 but does not exceed $27,000, 18 cents for 
everr.. complete dollar of that excess: 

(VIi) Where the specified income of the eligible 
person or the specified income of the other person, or 
the aggregate of those specified incomes, as the case 
may be, in relation to the specified period exceeds 
$27,000, the amount of$I,260 increased by 30 cents 
for every complete dollar of that excess; and 

z is the number of days in the eligible period. 
(3) Where the parents of a dependent child are living apart, 

and each parent has the child periodically in his or her 
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exclusive care for periods totalling at least one third of the time 
throughout the income year, each parent shall be a qualifying 
person in respect of that child. 

(4) Where, in relation to any eligible period, each parent of a 
dependent child is by virtue of subsection (3) a qualifying 
person, the amount of the credit of tax atlowable (after 
reduction on the basis of income) in respect of that child to any 
such person under subsection (1) or subsection (2) shall be 
reduced in proportion to the amount of time that child spends 
in the exclusive care of the other parent. 

(5) Where, throughout any specified period, any person is, in 
relation to another person, a spouse, and-

(a) The person is a qualifying person, during the specified 
period, in respect of a dependent child or more than 
one dependent child; and 

(b) The other person is a qualifying person, during the 
specified period, in respect of a dependent child or 
more than one dependent child, being, in each case, a 
dependent child other than every dependent child 
referred to in paragraph (a),-

subsection (2) or, as the case may be, subsection (3) shall apply 
in the manner (and in no other manner) in which it would apply 
if the person were the qualifying person in respect of all those 
children, and the other person were not a qualifying person in 
relation to any of the children; and, for die purposes of this 
subsection, the Commissioner shall determine which person, of 
the persons referred to in the preceding provisions of this 
subsection, shall be deemed to be the person first mentioned in 
this subsection, and, upon the Commissioner so determining, 
this section shall have effect accordingly. 

(6) For the purposes of this section,-
(a) Where a child aged 18 years or over-

(i) Is not financially independent; and 
(ii) Is attending school or a tertiary educational 

establishment,-
the Commissioner may, as if the child had not 
attained the age of 18 years, allow a credit of tax in 
respect of the child for such period or periods as the 
Commissioner determines, expiring not later than the 
first day fixed by the Commissioner for payments of 
interim instalments of credits of tax under section 
KD 7 that occurs after 31 December in the year in 
which the child attains the age of 18 years: 



1994, No. 164 Income Tax 2511 
8.KD3 

(b) Where, but for this paragraph, any day or 2 or more days 
in any specifiedleriod would be a day or days in 
another specifie period or more than one other 
specified period, that first-mentioned day or those 
first-mentioned days shall constitute a day, or days in 
such one (and no other one) of those specified periods 
as the Commissioner, having regard to the tenor of 
this section, thinks just: 

(c) Where, but for this paragraph, any day or 2 or more days 
in any eligible period would be a day or days in 
another eligible period, that first-mentioned day or 
those first-mentioned days shall constitute a day or 
days in such one (and no other one) of those eligible 
periods as the Commissioner, having regard to the 
tenor of this section, thinks just. 

C£ 1976, No. 65, s. 374D; 1994, No. 84, s. 2 

KD 8. Guaranteed minimum family income credit of 
tax-(I) For the purposes of subsections (2) and (3),-

(a) Where a child aged 18 years or over-
(i) Is not financially independent; and 
(ii) Is attending school or a tertiary educational 

establishment,-
the Commissioner may, as if the child had not 
attained the age of 18 years, allow a credit of tax in 
respect of the child for such period or periods as the 
Commissioner determines, expiring not later than the 
first day fixed by the Commissioner for payments of 
interim instalments of credits of tax under section 
KD 7 that occurs after 31 December in the year in 
which the child attains the age of 18 years: 

(b) Where, but for this paragraph, any day or 2 or more days 
in any specifiedleriod would be a day or days in 
another specifie period or more than one other 
specified period, that first-mentioned day or those 
first-mentioned days shall constitute a day, or days in 
such one (and no other one) of those specified periods 
as the Commissioner, having regard to the tenor of 
this section, thinks just. 

(2) Subject to this Subpart, where, throughout any specified 
period, any person is-

(a) A qualifying person; and 
(b) A person in relation to whom, at all times, no other 

person is a spouse,-
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in relation to such period (referred to in this subsection and in 
subsection (3) as the "eligible period"), within that specified 
period, being a period in which at no time, other than on the 
first or, as the case may be, the last day of the eligible period,-

(c) The person commences or ceases to be the principal 
caregiver of any dependent child; or 

(d) A child in respect of whom the person is the principal 
caregiver ceases to be a dependent child,-

there shall be allowed to that person, a credit of tax, for the 
income year of which the specified period is part, of an amount 
calculated in accordance with the following formula: 

z 
(x - y) X 52 - w 

where-
w is the credit of tax allowable to the person, in relation 

to the eligible period, under section KD 2 (1); and 
x is $14,456 increased by the amount, in relation to 

that person and that eligible period, represented by 
item y in the formula contained in section KD 2 (1); 
and 

y is the net specified income in relation to that person 
and to that specified period; and 

z is the number (if any) of periods of one week in the 
eligible period in relation to each of which the person 
is a full·time earner. 

(3) Subject to this Subpart, where, throughout any specified 
r.eriod, any person (referred to in this subsection as the 
'eligible person") is-

(a) A qualifying person; and 
(b) A person in relation to whom another person is a 

spouse,-
in relation to such period (referred to in this subsection as the 
"eligible period"), within that specified period, as is a period in 
which at no time, other than on the first or, as the case may be, 
the last day of the eligible period,-

(c) The eligible person commences or ceases to be the 
principal caregiver of any dependent child; or 

(d) A child in respect of whom the eligible person is the 
principal caregiver ceases to be a dependent child,

there shall be allowed to each of the eligible person and the 
other person a credit of tax, for the income year of which the 
specified period is part, of 50% of the amount calculated in 
accordance with the following formula: 
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w is the credit of tax. allowable to the eligible person 
and the other person, in relation to the eligible 
period, under section KD 2 (2); and 

x is $14,456 increased by the amount, in relation to 
that person and the other person and that eligible 
period, represented by item y in the formula in 
section KD 2 (2); and 

y is the net specified income in relation to the eligible 
person and to the specified period, or the net 
specified income in relation to the other person and 
to the specified period, or the aggre~ate of the net 
specified income in relation to the eligIble person and 
to the other person and to the specified period; and 

l is the number (if any) of periods of one week in the 
eligible period in relation to each of which the eligible 
person IS a full·time earner. 

(4) Where, throughout any specified period, any person is, in 
relation to another person, a spouse, and-

(a) The person is a qualifying person, during the specified 
period, in respect of a dependent child or more than 
one dependent child; and 

(b) The other person is a qualifying person, durin~ the 
specified period, in respect ot a dependent child or 
more than one dependent child, being, in each case, a 
dependent child other than every dependent child 
referred to in paragraph (a),-

subsection (3) shall apply in the manner (and in no other 
manner) in which it would apply if the person were the 
qualifying person in resp.~c:t of all those children, and the other 
person were not a qualitying person in relation to any of the 
children; and, for the purposes of this subsection, the 
Commissioner shall determine which person, of the persons 
referred to in the preceding provisions of this subsection, shall 
be deemed to be the person first mentioned in this subsection, 
and, uEon the Comrmssioner so determining, this section shall 
have effect accordingly. 

(5) In this section-
"Employment" means the activity or the activities the 

performing of which by any person gives rise, or will 
give rise, to entitlement by the person to the receipt 
of a source deduction payment (not being-
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(a) A payment of any of the kinds referred to in 
paragraphs (d), (f), and (g) of the definition of "salary 
or wages": 

(b) A withholding payment of the kind specified in 
Part E of the Income Tax (Withholding Payments) 
Regulations 1979: 

(c) A payment made by a close company to any 
person who, in relation to that private company, is a 
major shareholder: 

(d) A payment made by any person to the spouse 
of that person: 

(e) A payment made by any business carried on by 
2 or more persons jointly, whether in partnership or 
otherwise, to any otherjerson who, in relation to any 
of those first·mentione persons, is a spouse);-
and, for the purposes of this definition, where, in 
relation to any day, any person receives a source 
deduction payment, and does not perform in that day 
any activity or activities giving rise to the source 
deduction payment or performs in that day an 
activity or activities to an extent that is less than the 
extent of the activity or activities that, had it or they 
been performed by the person in that day, would 
have given rise to the source deduction payment, the 
person shall be deemed to have performed in that 
day such activity or activities (if any), or an activity or 
activities to such extent (if any), greater than that 
first· mentioned extent, as the Commissioner 
determines, having regard to that day and to the pay 
period in which it occurs and to the circumstances 
giving rise to the source deduction payment and to 
any other circumstances that the Commissioner 
considers relevant: 

"Qualifying person", in relation to any specified period, 
means any person where, throughout the specified 
period,-

(a) That person is aged 16 years or over; and 
(b) That person is the principal caregiver in respect 

of one or more dependent children; and 
(c) Either-

(i) That person has been both resident and 
present in New Zealand for a continuous 
period of 12 months at any time; or 



1994, No. 164 Income Tax 2515 
s.K04-

(ii) Each of the dependent children referred to in 
paragraph (b) is both resident and present 
in New Zealand;-

but does not include any person who, during the 
specified period, receives an income· tested benefit, a 
veteran's pension, or a war widows mother's 
allowance. 

Cf. 1976, No. 65, s. 374E 

KD 4. Allowance of credit of tax in end of year 
assessment-( 1) Subject to this section, where, in relation to a 
person and to any income year, a credit of tax is allowable 
under section KD 2 or credits of tax are allowable under 
sections KD 2 and KD 3, that credit of tax or the aggregate of 
those credits of tax shall, on receipt by the Commissioner of an 
application, made by the person in such manner as is specified 
by the Commissioner and containing such information as may 
be required by the Commissioner (that application being signed 
by the person), be set off, by the Commissioner, against any tax 
payable by the person in respect of the income year, so far as 
that tax extends, and any balance (of that credit or that 
aggregate) remaining shall be refunded to the person. 

(2) Notwithstanding anything in subsection (1), where, in 
relation to any income year, the Commissioner-

(a) Receives from any person any tax deduction certificate, in 
relation to the income year, in respect of any, or 
more than one, interim instalment of estimated 
entitlement to a credit of tax paid to the person for 
the income year; or 

(b) Ascertains, otherwise than by way of any tax deduction 
certificate and otherwise than by way of any such 
crediting in payment of provisional tax, that any, or 
more than one, interim instalment of estimated 
entitlement to a credit of tax has been paid to, or for 
the benefit of, or on behalf of, or dealt with in the 
interest of, or on behalf of, the person for the income 
year,-

the Commissioner shall,-
(c) Where any such instalment of estimated entitlement to a 

credit of tax, or the aggregate of all such instalments 
of estimated entitlement to a credit of tax, exceeds 
any credit of tax, or the aggregate of all credits of 
tax, to which, under this Subpart, the person is 
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entitled for the income year, add to the tax payable 
by the person for the income year an amount equal 
to that excess; or 

(d) Where any credit of tax, or the aggregate of all credits of 
tax, to which, under this Subpart, the person is 
entitled for the income year exceeds the credit first 
mentioned or, as the case may be, the aggregate first 
mentioned in paragraph (c), credit in payment of any 
tax payable, by the person for the income year, an 
amount equal to that excess, so far as that tax 
extends,-

and-
(e) In any case where paragraph (c) applies, the amount 

added under that paragraph shall be recoverable by 
the Commissioner in the same manner, with any 
necessary modifications, as if it were tax payable by 
the person for the income year: 

(f) In any case where paragraph (d) applies, and where, after 
the crediting in payment of any tax payable under 
that paragraph, there remains a balance of the excess 
referred to in that paragraph, that balance shall be 
deemed to be tax paid by the person in respect of the 
income year and shall be refundable by the 
Commissioner to the person as if it were tax paid in 
excess. 

(3) Where, on receipt by the Commissioner of a tax 
deduction certificate forwarded to the Commissioner by any 
person, the Commissioner credits in payment of the income tax 
payable by the person for any income year an amount by way 
of credit of tax, and the crediting of that amount (whether as to 
the whole or part of that amount) results from the 
understatement, in the tax deduction certificate, of any amount 
by way of credit of tax that was paid to the person during the 
income year by the employer by or on behalf of whom that tax 
deduction certificate was signed (that amount so paid being 
referred to in this subsection as the "paid amount"), that 
person and that employer shall be jointly and severally liable to 
pay to the Commissioner the amount by which the paid 
amount was so understated, and that amount so liable to be 
paid shall be deemed to have become due and payable on 31 
May in the year next succeeding the year to the whole or part 
of which the tax deduction certificate relates. 
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(4) Where the Commissioner is satisfied that the amount of 
any credit of tax deducted, set off, or refimded to the person 
under this section in relation to any income year is in excess of 
the proper amount, the Commissioner may recover the excess 
in the same manner, with any necessary modifications, as if it 
were tax payable on income derived by the person in that 
income year: 

Provided that where any person is a qualifying person in 
relation to whom, throughout the income year, any other 
person is a spouse, that person and that spouse shall be jointly 
and severally liable for payment of the excess, and the 
Commissioner may recover the excess in the same manner, 
with any necessary modifications, as if it were tax payable on 
income derived by the person or, as the case may be, the 
spouse in that income year. 

(5) Every person to whom the Commissioner has issued a 
certificate of entitlement in relation to any income year shall, 
within the time within which the person is required to furnish a 
return of his or her income for the income year, furnish to the 
Commissioner a statement in the prescribed form setting forth 
a complete statement of the assessable income of the person 
together with a complete statement of the assessable income 
for the income year of every other person who at any time 
during that income year was a spouse in relation to that person, 
signed by that person and every such other person, that 
statement setting forth such other particulars as may be 
required in the statement. 

C£ 1976, No. 65, s. 374F 

KD 5. Credit of tax by instalments-( 1) Any person who, 
before the commencement of any specified period that, for the 
purposes of this section, is elected by the person (that specified 
period being referred to in this Subpart as the "elected 
period"), expects to be entitled, in relation to and throughout 
the elected period, to a credit of tax under section KD 2 or, as 
the case may be, sections KD 2 and KD 3, may, subject to this 
section, by application made in accordance with subsection (2), 
require that, in advance of the expiry of the income year that 
contains the elected period, payment to the person, or to the 
spouse of the person on behalf of the person, be made of that 
credit of tax by way of interim instalments. 

(2) Every application made under subsection (1) shall be in 
the prescribed form, signed by the person and any other person 
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who, at the time at which the application is made, expects to 
be, in the elected period, a spouse in relation to that person, 
and shall set forth in relation to the signatory, or each 
signatory, to the application, a complete statement of the 
assessable income (if any) that is expected to be derived in the 
income year referred to in subsection (1), and of so much of 
that assessable income as is expected to be derived in the 
elected period, together with such other information as the 
Commissioner may require, and shall be accompanied by,-

(a) In relation to so much of the assessable income of any 
signatory as is expected to be derived from 
employment, evidence of the amount of income from 
employment (if any) derived by the person in the 
period of one month immediately preceding the date 
on which that application was made: 

(b) In relation to so much of the assessable income of any 
signatory as is expected to be derived from the 
carrying on of a business, either-

(i) A copy of the annual accounts of the business for 
the income year (or the accounting year that, under 
and for the purposes of this Act, corresponds with the 
income year) immediately preceding the income year 
that contains the elected period; or 

(ii) Where the Commissioner is satisfied that the 
annual accounts referred to in subparagraph (i) have 
not been completed, a copy of the annual accounts of 
the business for the income year (or the accounting 
year that, under and for the purposes of this Act, 
corresponds with the income year) that precedes the 
year immediately preceding the income year that 
contains the elected period; or 

(iii) A set of budgeted accounts of the business for 
the income year (or the accounting year that, under 
and for the purposes of this Act, corresponds with the 
income year) that contains the elected period; or 

(iv) Such other evidence as is acceptable by the 
Commissioner in relation to the business for the 
income year (or the accounting year that, under and 
for the purposes of this Act, corresponds with the 
income year) that contains the elected period: 

(c) Birth certificates or other evidence acceptable to the 
Commissioner in relation to the verification of the 
birth or existence of a child. 
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(3) Where an application made by a person under 
subsection (1) is not accompanied by any relevant birth 
certificate or other evidence acceptable to the Commissioner in 
relation to the verification of the birth or existence of a child,-

(a) The Commissioner shall, if otherwise satisfied of the 
person's entitlement, issue the person with a 
certificate of entitlement and make payment of 
interim instalments by way of a credit of tax under 
section KD 2, or under sections KD 2 and KD 3, for a 
period of 8 weeks; and 

(b) Where the person or spouse of the person (if any) has not 
provided the birth certificates or other evidence 
within that 8·week period, the Commissioner shall 
cease payment of so much of the credit of tax as 
relates to any child in respect of whom no birth 
certificate or other evidence has been provided until 
the birth certificate or other evidence is provided. 

(4) On receipt by the Commissioner of an application made 
by any person in accordance with subsection (2), the 
Commissioner shall, subject to this section,-

(a) Determine under this Subpart the amount (if any) of the 
estimated entitlement to a credit of tax (calculated on 
the basis of that application and the statement and 
the other information furnished with the application 
and any other information available to the 
Commissioner) to which the person would be entitled 
in relation to the elected period; and 

(b) Calculate the amount that, if the Commissioner issued to 
the person a certificate of entitlement in relation to 
the whole of the elected period, would be the 
fortnightly interim instalment by way of credit of tax 
that would be specified in the certificate of 
entitlement; and 

(c) In relation to the whole or such part (if any) of the elected 
period as the Commissioner sees fit, issue to the 
person a certificate specifying the fortnightly interim 
instalments by way of credits of tax (as calculated 
under paragraph (b)) to which the person is entitled. 

(5) Where a certificate of entitlement has been issued to a 
person under this section,-

(a) The Commissioner shall retain a copy of the certificate; 
and 
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(b) The Commissioner shall make payments to the person of 
interim instalments by way of credit of tax in 
accordance with section KD 7. 

(6) In determining, on receipt of an application made by any 
person in accordance with subsection (2) of this section, the 
amount (if any) of the credit of tax allowable under 
section KD 2 to be included in a certificate of entitlement to be 
issued to any person under subsection (4) of this section, in 
relation to any part of any elected period (whether that part is 
the whole or less than the whole of the elected period), the 
Commissioner shall-

(a) Calculate an amount (referred to in paragraph (b) and in 
Schedule 12 as the "annual amount") in accordance 
with the following formula: 

x X 365 
Y 

where-
x is equal to such amount of the assessable 

income referred to in subsection (2), as is, or 
is in the aggregate, expected to be derived 
during the part of the income year that is 
the part (referred to in this subsection as the 
"specified part") in relation to which the 
Commissioner determines that a credit of 
tax is allowable to the person; and 

y is the number of days in the specified part; 
and 

(b) Ascertain the amount that, in the second column in 
Schedule 12, is deemed to be the equivalent of the 
annual amount, as that annual amount is represented 
in the first column in Schedule 12; and 

(c) Calculate, in accordance with section KD 2, the credit of 
tax that, under that section, would be allowed to the 
person, for the income year of which the specified 
part is part, if the specified income of the person in 
relation to the specified part were equal to the 
amount first mentioned in paragraph (b) of this 
subsection. 

(7) The amount of any interim instalment by way of credit of 
tax under section KD 2 or, as the case may be, sections KD 2 
and KD 3, in relation to any part of any elected period, that is 
shown in any certificate of entitlement issued to any person 
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under subsection (4) of this section shall be the amount that, 
but for this subsection, would be shown in that certificate of 
entitlement as the whole dollars comprised in that last· 
mentioned amount. 

(8) Where any person expects that in any specified period the 
person will be entitled to receive an income-tested benefit or a 
specified war pension, that person shall not be entitled, in 
relation to that specified period, to make any application in 
accordance with subsection (2) of this section, and 
section KD 6 (1), (2), and (3) shall apply in relation to that 
person and to the specified period. 

(9) Any person to whom a certificate of entitlement has been 
issued under this section shall notify the Commissioner, in 
writing, immediately upon the occurrence (within the period 
commencing with the issuing of that certificate of entitlement 
and ending with the last day of the part, of the elected period, 
to which that certificate of entitlement relates) of any of the 
following: 

(a) The cessation, by the person or by another person who in 
relation to the person is a spouse, of the role of being 
principal caregiver of any child, where the person 
expects that he or she will not resume the role of 
principal caregiver for a period of more than 56 
consecutive days: 

(b) The commencing or the ceasing of the person to be a 
spouse in relation to another person: 

(c) Any other event of a kind specified, by the Commissioner, 
in the certificate of entitlement, for the purposes of 
this subsection,-

and may so notify the Commissioner upon the person, or 
another person who in relation to the person is a spouse, 
becoming the principal caregiver of any child, or upon the 
occurrence of any other event that, the person considers, may 
affect his or her entitlement to the credit of tax specified in that 
certificate of entitlement, or upon the loss or destruction of that 
certificate of entitlement. 

(10) Where the Comrnissioner-
(a) Receives any notification given by any person in 

accordance with subsection (9) that affects any 
certificate of entitlement; or 

(b) Is otherwise satisfied that a certificate of entitlement 
issued to any person is incorrect; or 
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(c) Is advised by the Director-General of Social Welfare, 
under section 84 of the Tax Administration Act 1994, 
that the person is also receiving a credit of tax from 
the Director-General,-

the COnmllssioner may require the return of the certificate of 
entitlement and, whether or not the Commissioner requires the 
certificate to be returned, may-

(d) Withdraw the certificate of entitlement; or 
(e) Withdraw the certificate of entitlement, and issue to the 

person, in its place, such other certificate of 
entitlement, in relation to the specified period to 
which that withdrawn certificate of entitlement 
related or in relation to such other specified period as 
the Commissioner considers appropriate, as, having 
regard to any information in the Commissioner's 
possession, the Commissioner considers should be 
issued to the person for the purpose of giving effect to 
this Subpart; or 

(f) In relation to the certificate of entitlement, issue to the 
person such supplement as, in the circumstances of 
the case, the Commissioner considers appropriate; 
and, for the purposes of this Act, that supplement so 
issued shall be deemed to constitute part of, and to 
amend accordingly, that certificate of entitlement. 

(11) A certificate of entitlement issued to any person under 
this section (that person being referred to in this subsection and 
in subsection (12) as the "claimant") shall-

(a) Not be transferable (whether or not for valuable 
consideration) by the claimant to any other person: 

(b) On alteration, in any manner by any person, be invalid: 
(c) Be subject to all terms and conditions stipulated in the 

certificate by the Commissioner. 
(12) The COnmllssioner may, by notice in writing to the 

claimant, withdraw the certificate of entitlement where, in the 
opinion of the Commissioner, the certificate of entitlement 
should cease to have effect, and the claimant shall, within the 
period of 7 days immediately succeeding the giving of that 
notice, return the certificate of entitlement to the 
Commissioner for cancellation by the Conmllssioner. 

C£ 1976, No. 65, s. 374G 

KD 6. Director-General to deliver credit of tax
(1) Where in any income year the Director-General of Social 
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Welfare pays to any person an income-tested benefit, the 
Director-General shall, at the time of making that payment, in 
addition pay to the person so much of the amount of the credit 
of tax to which the person would, under section KO 2, be 
entitled for that income year if no assessable income were 
derived by the person or his or her spouse (if any) in that or any 
other income year as, in the opinion of the Director-General, 
the person is entitled to at the time of the payment. 

(2) Notwithstanding subsection (1), any person entitled to 
payment of a credit of tax under that subsection may notify the 
Director-General of Social Welfare not to pay the credit of tax 
to that person and the Director-General shall as soon as 
practicable cease to pay the credit of tax accordingly. 

(3) Any notification given under subsection (2) by any person 
may be cancelled by that person at any time, and the Director
General shall then recommence payment of the credit of tax as 
soon as practicable. 

(4) Where, in relation to any income year, the Director
General makes any payment or payments to any person or to 
the spouse of the person on behalf of the person in accordance 
with this section, the Director-General shall-

(a) Not later than the 20 April next succeeding the last day of 
the income year in which any such payment is so 
made, deliver to that person a certificate, signed by 
the Director-General, in a form authorised by the 
Commissioner and showing the total of all of the 
amounts of the credits of tax paid under any 
certificate of entitlement, together with such other 
information as the Commissioner may prescribe: 

(b) Not later than 31 May in the income year next succeeding 
the income year in which any such payment is so 
made, deliver to the Commissioner a copy of every 
certificate delivered by the Director-General in 
accordance with paragraph (a), together with such 
other information as the Commissioner may 
prescribe. 

Cf. 1976, No. 65, s. 3741 

KD 7. Commissioner to deliver credit of tax by 
instalments-( 1) Where a certificate of entitlement has been 
issued to any person under section KO 5, the Commissioner 
shall, in such period as-
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(a) Commences on the day specified ID the certificate of 
entidement; and 

(b) Ends with the earlier of-
(i) The day on which the certificate of entidement 

is withdrawn by the Commissioner; or 
(ii) The termination date specified in the certificate 

of entidement,-
pay to the person, on such days as the Commissioner may fix, 
the fortnighdy interim instalments of the credit of tax shown in 
the certificate of entidement. 

(2) Where, in relation to any income year, the Commissioner 
makes any payment to any person or to the spouse of the 
person on behalf of the person in accordance with this section, 
the Commissioner shall, not later than the 20 April next 
following the last day of the income year in which the payment 
is made, deliver to the person a certificate in the prescribed 
form showing the total of all the amounts of the credits of tax 
paid by instalments under a certificate of entidement, together 
with such other information as the Commissioner may 
prescribe. 

(3) Where, following receipt by the Commissioner of an 
application for a certificate of entidement under 
section KD 5 (2), the issue of a certificate of entidement has in 
the opinion of' the Commissioner been unduly delayed, the 
Commissioner may pay such amounts by way of interim 
instalments of credit of tax as, having regard to the 
circumstances of the case, the Commissioner determines should 
be so paid. 

(4) Unless the Commissioner in any particular case otherwise 
determines, it shall be a condition of the receipt of credits of 
tax paid by instalment~ under this section that the qualifying 
person, or the qualifying person and his or her spouse, supply 
the Commissioner with particulars. of an existing account held 
by the person (whether alone or joindy with the person's 
spouse), or open such an account if one is not held, and supply 
the Commissioner with particulars of the account, being an 
account held with-

(a) Any registered bank within the meaning of that term in 
section 2 of the Reserve Bank of New Zealand Act 
1989; or 

(b) Any private savings bank carried on under the Private 
Savings Banks Act 1983; or 
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(C) Any building society registered under the Building 
Societies Act 1965, in respect of any deposits with the 
building society; or 

(d) The Public Service Investment Society Limited; or 
(e) Any person that is a bank within the meaning of the 

Banking Act 1982,-
and every credit of tax by interim instalment shall be paid by 
the Commissioner into such an account. 

Cf. 1976, No. 65, s. 374IA 

KD 8. Credit of tax deemed not to be assessable 
income-Every credit of tax allowed to any person under this 
Subpart shall, for the purposes of this Act, be deemed not to be 
assessable income derived by the person to whom the credit of 
tax is allowed. 

Cf. 1976, No. 65, s. 374p 

KD 9. Advice-In determining the entitlement of a person 
to any credit of tax under this Subpart, the Commissioner may, 
if the Commissioner considers it necessary, obtain the advice of 
the Director·General of Social Welfare or, as the case may be, 
the Secretary for War Pensions. 

Cf. 1976, No. 65, s. 374M 

SUBPART E-HOUSING REBATES 

KE 1. Rebate for interest on home vendor mortgages
(1) Subject to this section and section BB 10, in the assessment 
of every taxpayer (not being an absentee, or a company, or a 
public authority, or a Maori authority, or an unincorporated 
body, or a trustee assessable and liable for income tax under 
sections HH 3 to HH 6, HK 14, and HZ 2) who in any income 
year has derived income from interest in respect of a home 
vendor mortgage, there shall be allowed as a rebate of income 
tax for that income year an amount equal to 20 cents for each 
complete dollar of the income so derived: 

Provided that the rebate under this section in any income 
year shall not exceed $500: 

Provided also that where in any income year there are 2 or 
more taxpayers who have provided the loan secured by any 
home vendor mortgage, the rebate allowed to each such 
taxpayer shall not exceed an amount calculated in accordance 
with the following formula: 
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where-
a is the amount of the loan provided by the taxpayer; 

and 
b is the total amount of the loan secured by the home 

vendor mortgage. 
(2) Where any taxpayer is allowed a rebate under this 

section, he or she shall not, in respect of the income in respect 
of which that rebate is allowed, be entitled to an exemption 
under section CB 1 (d). 

(3) In this section-
"Corporation" means the Housing Corporation of New 

Zealand: 
"Home vendor mortgage" means a mortgage-

(a) Which secures a loan provided by the vendor or 
vendors of a house; and 

(b) Which is guaranteed by the Corporation under 
its housing mortgage guarantee scheme; and 

(c) Which has been approved by the Corporation, 
on or before 5 August 1982, for the purpose of the 
rebate to which this section applies; and 

(d) In respect of which written notice of such 
guarantee and approval and of any variation has been 
delivered by the Corporation to the Commissioner. 

Cf. 1976, No. 65, s. 49A 

SUBPART F-REBATES FOR NON-REsIDENTS 

KF 1. Rebates from tax payable by non-resident 
investment companies-(I) In the assessment of every non
resident investment company, there shall be allowed from the 
amount of income tax that would, apart from subsections (2) 
and (3), be payable by the company in respect of the income 
derived by it in the income year, a rebate of 5% of so much of 
the taxable income of the company as consists of income from 
interest derived from development investments. 

(2) Where the Commissioner is satisfied that, if this section 
had not been passed, the amount of income tax payable by a 
non-resident investment company in respect of any income, 
being income from interest (other than interest to which 
section CZ 5 applies), derived by it in any income year from 
development investments would, after taking into account any 
rebate in respect of that income tax under subsection (1), 
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exceed the income tax that would be payable by the company 
in respect of that income if the company had derived that 
income from a source in the country or territory in which the 
company is resident, the Commissioner shall allow the excess 
as a rebate from the income tax that would be payable by the 
company in respect of that income apart from this section: 

Provided that in any case where-
(a) Any income from interest (other than interest to which 

section CZ 5 applies) is derived by a non-resident 
investment company in any income year from 
development investments; and 

(b) The company and the person by whom the interest is 
paid are not associated persons,-

the amount of income tax payable by the company in respect 
of that income from interest shall not exceed 15% of the gross 
amount of that interest. 

(3) Where the Commissioner is satisfied that, if this section 
had not been passed, the amount of income tax, as determined 
by section NG 3, payable by a non-resident investment 
company in respect of any dividends derived by it from 
development investments would exceed the income tax that 
would be payable by the company in respect of those dividends 
if the company had derived those dividends from a source in 
the country or territory in which the company is resident, the 
Commissioner shall allow the excess as a rebate from the 
income tax that would be payable by the company in respect of 
those dividends apart from this section. 

(4) In this section-
"Dividend" means a dividend other than an investment 

society dividend: 
"Income tax", in respect of any country outside New 

Zealand, means any tax which, in the opinion of the 
Commissioner, is substantially of the same nature 
as-

(a) In relation to interest, income tax under this 
Act: 

(b) In relation to dividends, income tax as 
determined by section NG 3: 

"Paid", in relation to interest, includes credited or dealt 
with in the interest of or on behalf of a person. 

Cf. 1976, No. 65, s. 40 
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KF 2. R.ebate from tax rayable by non-resident 
companies in respect 0 income from special 
development projects-( 1) Where the Commissioner is 
satisfied that, if this section had not been passed, the income 
tax payable by a company (being a company that is not 
resident in New Zealand) in respect of the taxable income 
derived by it from any industrial undertaking (being an 
undertaking which is carried on by it and which, by virtue of an 
Order in Council made under subsection (3), is a special 
development project for the purposes of this section) during 
any accounting year of that company which is comprised in the 
first specified period in relation to that Order in Council, would 
exceed the sum of-

(a) An amount ascertained in accordance with the following 
formula: 

aXb 
where-

a is that taxable income; and 
b is the company's effective rate of domestic 

income tax in relation to that accounting 
year; and 

(b) 7.5% of that taxable income,-
the Commissioner shall allow, from the amount of income tax 
that would be payable by the company in respect of that 
taxable income apart from the provisions of this section, a 
rebate of-

(c) That excess; or 
(d) The amount by which that last·mentioned amount of 

income tax exceeds 42.5% of that taxable income,
whichever is the less: 

Provided that no such rebate shall be allowed with respect to 
the income tax payable in respect of any taxable income to 
which that Order in Council does not apply by virtue of any 
terms or conditions specified in that Order in Council. 

(2) Where the Commissioner is satisfied that, if this section 
had not been passed, the income tax payable by a company 
(being a company which is not resident in New Zealand) in 
respect of the taxable income derived by it from any industrial 
undertaking (being an undertaking which is carried on by it and 
which, by virtue of an Order in Council made under subsection 
(3), is a special development project for the purposes of this 
section) during any accounting year of that company which is 
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comprised in the second specified period in relation to that 
Order in Council would exceed the income tax that would be 
payable by the company in respect of that taxable income if 
the company were resident in New Zealand, the Commissioner 
shall allow that excess as a rebate from the income tax that 
would be payable by the company in respect of that taxable 
income apart from this section: 

Provided that no such rebate shall be allowed with respect to 
the income tax payable in respect of any taxable income to 
which that Order in Council does not apply by virtue of any 
terms or conditions specified in that Order in Council. 

(3) Where the Governor-General is satisfied that any specified 
industrial undertaking carried on, or to be carried on, by a 
company that is not resident in New Zealand, through a branch 
of that company situated in New Zealand, is, or will be, of 
major importance in the development of New Zealand, the 
Governor-General may, subject to subsection (4), by Order in 
Council, declare, upon such terms and conditions as the 
Governor-General thinks fit and specifies in that Order in 
Council, that specified industrial undertaking to be a special 
development project for the purposes of this section with 
respect to the taxable income derived by that company from 
that specified industrial undertaking during such accounting 
years of that company, whether commencing before, on, or 
after the date on which the Order in Council is made, as the 
Governor-General specifies in that Order in Council, being-

(a) Such accounting years of that company, not exceeding 15 
(but subject to the proviso to the definition of "first 
specified period" in subsection (5)), as the Governor
General so specifies as comprising the first specified 
period (if any) in relation to that Order in Council; 
and 

(b) Such accounting years of that company, if any, but in no 
case exceeding 10, as the Governor-General so 
specifies as comprising the second specified period in 
relation to that Order in Council: 

Provided that the requirement in the preceding provisions of 
this subsection as to that specified industrial undertaking being 
or, as the case may be, to be carried on through a branch, 
situated in New Zealand, of that company shall not extend to 
any activity (not being the processing of the mineral to the 
stage of primary metal) comprised in that specified industrial 
undertaking, being an activity which is, or is to be, carried on 
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outside New Zealand and which the Governor-General is 
satisfied it would be impracticable for that company to carry on 
through its branch situated in New Zealand and which the 
Governor-General specifies in that Order in Council. 

(4) For the purpose of exercising his or her discretion under 
subsection (3) in respect of any undertaking, the Governor
General shall have regard especially to-

(a) The magnitude or projected magnitude of that 
undertaking: 

(b) The extent to which the Governor-General is satisfied 
that-

(i) There are, or will be, assured long·term export 
markets for the products of that undertaking: 

(ii) Substantial overseas exchange earnings or 
savings are being, or will be, effected through that 
undertaking: 

(iii) Substantial New Zealand resources are being, or 
will be, utilised in that undertaking: 

(iv) Substantial contribution to the economic and 
social welfare of New Zealand through desired 
regional development will be made by that 
undertaking: 

(v) A substantial source of long-term capital will be 
provided from outside New Zealand by that 
undertaking. 

(5) In this section-
"Accounting year", in relation to the income of a 

company that is not resident in New Zealand, means 
a year ending with the date of the annual balance of 
the company's accounts in which that income has 
been derived by the company, being a year in respect 
of which the company is required by this Act to 
furnish a return of that income: 

"Branch", in relation to a company that is not resident in 
New Zealand, means a branch of that company 
that-

(a) Is a fixed place of business of that company; and 
(b) So long as there is for the time being in force a 

double tax agreement, made between the 
Government of New Zealand and the Government of 
the country or territory in which that company is 
resident, is a permanent establishment of that 
company within the meaning of that agreement: 
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"Effective rate of domestic income tax", in relation to a 
company that is not resident in New Zealand and to 
an accounting year of that company, means the rate 
ascertained in accordance with the following formula: 

a 
b 

where-
a is the total income tax (expressed in terms 

of New Zealand currency at the rate of 
exchange in force on the last day of that 
accounting year) payable by that company 
in the country or territory in which it is 
resident, in respect of the total income 
derived by it in that accounting year, being 
the total income upon which the total 
income tax is levied; and 

b is that total income (expressed in terms of 
New Zealand currency at the rate of 
exchange in force on the last day of that 
accounting year): 

"First specified period", in relation to an Order in Council 
made under subsection (3) and to a company that is 
not resident in New Zealand, means the period (if 
any) specified in that Order in Council as the first 
specified period, being a period-

(a) Commencing with the accounting year of that 
company in respect of which that Order in Council 
first applies; and 

(b) Comprising such number of accounting years of 
that company, not exceeding 15, as are specified in 
that behalf in that Order in Council: 

Provided that where an undertaking which, under 
subsection (3), is declared to be a special development 
project for the purposes of this section is commenced 
during an accounting year of that company and later 
than 6 months after the commencement of that 
accounting year, the reference to 15 accounting years 
in paragraph (b) shall be deemed to be years 
additional to that accounting year in which that 
undertaking is commenced: 

"Income tax" means,-
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(a) In respect of any country or territory outside 
New Zealand, any tax-

(i) Which is payable to the central Government 
of that country or territory; and 

(ii) Which is, in the opinion of the 
Commissioner, substantially of the same 
nature as income tax imposed under 
section BB 1,-

being that tax as calculated before the allowance of 
any rebates in respect of any income or of any class 
or classes of income and before the allowance of any 
credits, including credits in respect of tax paid or 
payable in any other country or territory; but does 
not include any additional tax for late payment of 
tax, or any interest or any penalty or additional tax 
imposed under the penal provisions of the laws of the 
first-mentioned country or territory: 

(b) In respect of New Zealand, income tax imposed 
under section BB 1; but does not include any 
additional tax for late payment of tax, or any 
interest, or any penalty or additional tax imposed 
under this Act or the Tax Administration Act 1994: 

"Mineral" means-
(a) Any specified mineral which is capable of being 

processed into a primary metal; or 
(b) Any other mineral declared by the Governor

General, by Order in Council, to be a mineral for the 
purposes of this section: 

"Primary metal" includes primary metal alloys: 
"Second specified period", in relation to an Order in 

Council made under subsection (3) and to a company 
that is not resident in New Zealand, means the 
period, if any, specified in that Order in Council as 
the second specified period, being a period-

(a) Commencing with the accounting year of that 
company next succeeding the last accounting year of 
that company comprised in the first specified period 
in relation to that Order in Council; and 

(b) Comprising such number of accounting years of 
that company, not exceeding 10, as are specified in 
that behalf in that Order in Council: 

Provided that for the purposes of paragraph (a), 
where the Order in Council does not specity any 
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period as the first specified period, the second 
specified period shall be the period commencing with 
the accounting year of that company in respect of 
which that Order in Council first applies: 

"Specified industrial undertaking", in relation to a 
company (being a company that is not resident in 
New Zealand) which carries on that undertaking, 
means an industrial undertaking which comprises-

(a) The purchase and supply by that company of a 
mineral (or, where that mineral is not purchased by 
that company, the supply by it of that mineral) for 
the purpose of the processing of that mineral as 
referred to in paragraph (b); and 

(b) The processing in New Zealand by that 
company, or on behalf of that company by another 
company, of that mineral to the stage of primary 
metal; and 

(c) The marketing and disposal by that first· 
mentioned company of the primary metal produced 
from that mineral: 

"Taxable income" does not include income in the form of 
dividends, interest, rents, royalties, payments of any 
kind for the supply of scientific, technical, industrial, 
or commercial knowledge, information, or assistance, 
or any payments of a similar nature. 

Cf. 1976, No. 65, s. 42 

KF S. Rebates for absentees-Subject to section BB 10, 
every absentee who has derived income from that absentee's 
personal services (being services performed for or on behalf of 
any other person) while personally present in New Zealand in 
an income year shall be entitled to a rebate of income tax in 
that absentee's assessment for that income year of the same 
proportion of every rebate to which the absentee would have 
been entitled under any of the provisions of sections KC 1 to 
KC 4 if the absentee were not an absentee, as the proportion 
that,-

(a) If the absentee was paid for regular pay periods in respect 
of those services, the number of weeks for which the 
absentee was so paid in the income year bears to 52: 
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(b) In every other case, the number of days for which the 
absentee was paid for those services in the income 
year bears to the number of days in the income year. 

ef. 1976, No. 65, s. 56 

SUBPART G-INDUSTRy·SPECIFIC REBATES 

KG 1. Rebate for savings in special farm, fishing vessel, 
and home ownership accounts-(l) Subject to 
section BB 10, in the assessment of every taxpayer who in any 
income year operates a special account there shall be allowed 
as a rebate of income tax for that income year an amount 
equal to 45 cents for every complete dollar of any increase in 
savings in that account in relation to that income year: 

Provided that in no case shall a rebate be allowed under this 
section for any income year in respect of any increase in 
savings in any special account to the extent that the increase in 
relation to that year exceeds $5,000 in the case of a special 
farm ownership account or a special fishing vessel ownership 
account, or $3,000 in the case of a special home ownership 
account. 

(2) For the purposes of this section, the aggregate of the 
amounts of the increase in savings in any special account in 
relation to every income year, shall not exceed $60,000 in the 
case of a special farm ownership account, or a special fishing 
vessel ownership account, or $10,250 in the case of a special 
home ownership account. 

(3) In this section, "increase in savings", in relation to any 
special account of any taxpayer and to any income year, means 
the aggregate of-

(a) The amount by which the amount standing to the credit 
of that special account at the end of that income year 
or the date of the closure of that account, whichever 
is the earlier, exceeds the amount standing to the 
credit of that account, if any, at the end of the 
income year immediately preceding that income 
year; and 

(b) The amount of resident withholding tax deducted during 
that income year from interest paid in respect of that 
account. 

(4) For the purposes of the definition of "increase in savings" 
in subsection (3)-
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(a) Any amount withdrawn from a special account in 
accordance with a withdrawal certificate shall be 
deemed not to have been withdrawn: 

(b) Any amount withdrawn from a special account in 
accordance with a withdrawal certificate, and 
subsequently redeposited in the account, shall be 
deemed not to have been redeposited. 

Cf. 1976, No. 65, s. 49 

SUBPART Z-TERMINATING PROVISIONS 

KZ I. Rebate from tax payable by penons receiving 
war pension-( 1) Subject to section BB 10, where the taxable 
income derived in any income year by any taxpayer who, 
having served in the First World War with any naval, military, 
or air forces of any part of the Commonwealth is, in the year in 
which that income is derived, in receipt of a pension granted by 
the Government of any part of the Commonwealth in respect 
of the taxpayer's total disablement attributable to such service, 
comprises income otherwise than from employment, there 
shall be allowed as a rebate of income tax in the assessment of 
that taxpayer for that income year 7.5% of so much of the 
taxable income as consists of income derived otherwise than 
from-

(a) Employment; or 
(b) New Zealand superannuation. 
(2) For the purposes of this section, income from 

employment does not include a periodic payment by way of 
superannuation, pension, retiring allowance, or annuity in 
respect of or in relation to the past employment of any person 
to whom this section relates. 

C£ 1976, No. 65, s. 47 

KZ 2. Rebate in respect of loss not carried forward
(1) Where-

(a) If the Land and Income Tax Amendment Act (No. 3) 1968 
had not been passed any taxpayer would have been 
entitled to claim that a loss be carried forward for the 
purposes of calculating social security income tax on 
income derived in the 1969-70 income year; and 

(b) That loss exceeds the loss to be carried forward to that 
income year in accordance with section 137 (4) of the 
Land and Income Tax Act 1954,-
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the Commissioner shall allow a rebate of 7.5% of that excess in 
accordance with subsection (2). 

(2) The rebate provided for in subsection (1), to the extent 
that it has not been deducted from the tax payable in respect 
of the income derived by the taxpayer in the 1976-77 or any 
earlier income year, shall be deducted from the income tax 
that, apart from this section and after taking into account all 
other rebates allowed under this Act, is payable in respect of 
income derived by the taxpayer in the 1977-78 income year, so 
far as that tax extends, and so far as it cannot then be 
deducted, shall be deducted from the tax payable in respect of 
income derived by the taxpayer in the next succeeding income 
year, and so on. 

Cf. 1976, No. 65, s. 189 


