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1987, No. 190 
An Act to amend the Income Tax Act 1976 

[11 December 1987 
BE IT ENACTED by the Parliament of New Zealand as follows: 

1. Short Tide-This Act may be cited as the Income Tax 
Amendment Act (No. 3) 1987, and shall be read together with 
and deemed part of the Income Tax Act 1976 (hereinafter 
referred to as the principal Act). 

2. Dates by which annual returns to be furnished
(1) Section 17 (2) (a) of the p'rincipal Act is hereby amended

(a) By omitting the word 'August", and substituting the word 
'july"; and 

(b) By omitting the word 'june", and substituting the word 
"May". 

(2) Section 1 7 (2) (b) of the principal Act is hereby amended 
by omitting the word 'june", and substituting the word "May". 

(3) This section shall apply with respect to annual returns of 
income required to be furnished in relation to income derived 
in the income year that commenced on the 1st day of April 
1987 and in every subsequent year. 

S. Income and expenditure where financial 
arrangement redeemed or disposed of-( 1) Section 64F of 
the principal Act (as inserted by section 2 (1) of the Income Tax 
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Amendment Act 1987) is hereby amended by inserting, after 
subsection (7) (as inserted by section 13 (4) of the Income Tax 
Amendment Act (No. 2) 1987), the following subsections: 

"(7 A) Where an obligation to give consideration in relation to 
a financial arrangement is forgiven in any testamentary 
disposition executed before the 1st day of October 1987 and 
the amount forgiven would, but for this subsection, be taken 
into account in determining the assessable income in an income 
year of a person pursuant to sections 64B to 64M of this Act, the 
forgiveness shall, notwithstanding the provisions of the said 
sections 64B to 64M (other than this frovision), not be taken into 
account in determining the person s assessable income in the 
income year. 

"(7B) Where an amount owing under a debt (including any 
amount accrued and unpaid at the time of the forgiveness) lS 

forgiven on or after the 1st day of October 1987 by a natural 
person in consideration of natural love and affection, the 
amount forgiven shall, for the purposes of sections 64B to MM 
of this Act, be deemed to have been paid when the amount is 
forgiven. " 

(2) This section shall apply with respect to the tax on income 
derived in the income year that commenced on the 1st day of 
April 1985 and in every subsequent income year. 

4. Rural debt restructuring-( 1) The principal Act is 
hereby amended by inserting, after section MF (as inserted by 
section 2 of the Income Tax Amendment Act 1987), the 
following section: 

"64FA. (1) For the purposes of this section-

0-23 

" 'Debtor', in relation to a variable principal debt 
instrument at any time, means a person having a 
liability, other than a liability to make further 
advances if called upon to do so, under the variable 
principal debt instrument at the time: 

"'Livestock farming' means the business of animal 
husbandry; and includes poultry-keeping, bee
keeping, and the breeding of horses (other than 
bloodstock): 

" 'Specified principal', in relation to a variable principal 
debt instrument, means the least of-

"(a) The amount of the liability under the variable 
principal debt instrument, at the beginning of the 2nd 
day of July 1986, of the person who is the debtor at 
the time of any remission (to which subsection (2) or 
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subsection (3) of this section applies) of an amount 
owing under the variable principal debt instrument or 
a financial arrangement that replaces the person's 
liability under the variable principal debt instrument; 
or 

"(b) Where and to the extent that the liability 
under the variable principal debt instrument is 
replaced with a liability under another financial 
arrangement, the amount of the least liability, under 
the variable principal debt instrument at the 
beginning of any day after the 2nd day ofluly 1986 
and before the time at which the liability is so 
replaced, of the person who is the debtor at the time 
of any remission (to which subsection (3) of this 
section applies) of an amount owing under the other 
financial arrangement; or 

"(c) Where and to the extent that the liability 
under the variable principal debt instrument is not 
replaced with a liability under another financial 
arrangement, the amount of the least liability, under 
the variable principal debt instrument at the 
beginning of any day after the 2nd day of July 1986 
and before the time at which an amount owing under 
the variable principal debt instrument is remitted, of 
the person who is the debtor at the time of any 
remission (to which subsection (2) of this section 
applies) of an amount owing under the variable 
principal debt instrument. 

"(2) Where an amount owing under a variable principal debt 
instrument -

"(a) Owed by a person who incurred the debt in the course of 
business-

"(i) As a farmer engaged in livestock farming, 
horticulture, or cropping; or 

"(ii) As an agricultural contractor; and 
"(b) Incurred before the 2nd day of July 1986-

is forgiven or otherwise remitted (in whole or in part) before 
the 31st day of December 1988 in the course of a 
rearrangement of the debtor's liabilities due to financial 
difficulties of the debtor that render doubtful the capacity of 
the debtor to carry on in the business of livestock farming, 
horticulture, cropping, or agricultural contracting and the 
forgiveness or other remission would otherwise be required to 
be taken into account under sections 64B to 64M of this Act in 
calculating the debtor's assessable income, the forgiveness or 
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other remission shall not, to the extent of the specified 
principal of the variable principal debt instrument in relation to 
the debtor, be taken into account in calculating the debtor's 
assessable income. 

"(3) Where an amount owing under a variable principal debt 
instrument-

"(a) Owed by a person who incurred the debt in the course of 
business-

"(i) As a farmer engaged in livestock farming, 
horticulture, or cropping; or 

"(ii) As an agricultural contractor; and 
"(b) Incurred before the 2nd day of July 1986-

is replaced with a liability under another financial arrangement 
(whether or not the financial arrangement also replaces other 
liabilities) and the financial arrangement is forgiven or 
otherwise remitted (in whole or in part) before the 31st day of 
December 1988 in the course of a rearrangement of the 
debtor's liabilities due to financial difficulties of the debtor that 
render doubtful the capacity of the debtor to carry on in the 
business of livestock farming, horticulture, cropping, or 
agricultural contracting and the forgiveness or other remission 
would otherwise be required to be taken into account under 
sections 64B to 64M of this Act in calculating the debtor's 
assessable income, the forgiveness or other remission shall not, 
to the extent of the specified principal of the variable principal 
debt instrument in relation to the debtor, be taken into account 
in calculating the debtor's assessable income." 

(2) This section shall apply with respect to the tax on income 
derived in the income year that commenced on the 1 st day of 
April 1985 and every subsequent income year commencing 
before the 1st day of April 1990. 

5. Deduction in respect of livestock revaluation
Section 86E (2) of the principal Act (as inserted by section 8 of 
the Income Tax Amendment Act (No. 4) 1986 and amended by 
section 22 of the Income Tax Amendment Act (No. 2) 1987) is 
hereby amended, as from its commencement, by repealing 
item a, and substituting the following item: 

"a IS-

"(i) Notwithstanding sections 89, 91, and 91A of 
this Act, the amount realised by that taxpayer on 
any sale or other disposal of the specified livestock, 
owned by that taxpayer at the beginning of that 
income year, made in that income year; or 
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"(ii) Where that taxpayer dies during that income 
year, the sum of-

"(A) Notwithstanding sections 89, 91, and 91A of 
this Act, the amount realised by that 
taxpayer on any sale or other disposal of 
the specified livestock, owned by that 
taxpayer at the beginning of that income 
year, before the date of death; and 

"(B) The value of the specified livestock, owned 
by that taxpayer at the beginning of that 
income year, to be taken into account at 
the date of death of the taxpayer for the 
purposes of the Estate and Gift Duties Act 
1968." 

6. Deferral of income derived from livestock in 1987 
year-The principal Act is hereby amended by inserting, after 
section 86F (as inserted by section 8 of the Income Tax 
Amendment Act (No. 4) 1986 and amended by section 23 of 
the Income Tax Amendment Act (No. 2) 1987), the following 
section: 

"86FA. (1) For the purposes of this section, the term 
'deferrable livestock valuation income', in relation to any 
specified livestock owned by any taxpayer at the end of the 
income year that ended with the 31 st day of March 1987, 
means the amount (if a positive amount) calculated in 
accordance with the following formula: 

a - (b - c) - d 
where-
a IS-

(i) The total value of specified livestock (other than 
livestock deemed to be high-priced livestock pursuant 
to section 86c (6) or section 86c (7) of this Act) to be 
taken into account at the end of the income year that 
ended with the 31 st day of March 1987 pursuant to 
section 85 (4A) of this Act; less 

(ii) The total value of specified livestock (other than 
livestock deemed to be high-priced livestock pursuant 
to section 86c (6) or section 86c (7) of this Act) taken 
into account at the end of the income year that ended 
with the 31st day of March 1986 pursuant to section 
~d4) or, as the case may be, section 86 (2) of this Act; 
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b is the cost of purchase or capture of all livestock (other 
than livestocK deemed to be high. priced livestock 
pursuant to section 86c (6) or section 86c (7) of this Act) 
that-

(i) Was purchased or captured by the taxpayer in 
the income year that ended with the 31st day of 
March 1987; and 

(ii) Was, at the beginning of that income [ear, 
livestock of a class described in column 3 0 the 
Twelfth Schedule to this Act; and 

c is the amount received from the sale of all livestock (other 
than livestock deemed to be high·priced livestock 
pursuant to section 86c (6) or section 86c (7) of this Act) 
that-

(i) Was sold by the taxpayer in the income year 
that ended with the 31st day of March 1987; and 

(ii) Was, at the beginning of that income [ear, 
livestock of a class described in column 3 0 the 
Twelfth Schedule to this Act; and 

d is the sum of-
(i) The amount of any deduction allowed to the 

taxpayer under section 86E (3) of this Act; and 
(ri.) The amount of any livestock revaluation income 

specified by section 86F (1) of this Act; and 
(iii) The amount of any loss incurred by the 

taxpa}'er in the income year that ended with the 31 st 
day of March 1987 together with any losses (if any) 
available pursuant to section 188 or section 188A of 
this Act. 

"(2) For the purposes of subsection (1) of this section, where 
item c, in the formula set out in that subsection, exceeds item b 
in that formula, the expression '(b - cr shall be deemed to be 
nil. 

"(3) Where any taxpayer derives income from specified 
livestock during the income year that ended with the 31st day 
of March 1987, that taxpayer shall, if the taxpayer so elects by 
notice in writing in accordance with subsection (4) of this 
section (which election shall be irrevocable after the 31st day of 
March 1988), be entitled to allocate the deferrable livestock 
valuation income, in such manner as the taxpayer specifies in 
the election, to that income year and the 2 income years 
immediately succeeding that income year, and in every such 
case the amount of income so allocated shall be deemed to be 
income derived by the taxpayer in the income year to which it 
is so allocated. 
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"(4) Every notice under subsection (3) of this section shall be 
given to the Commissioner on or before the 31 st day of March 
1988 or, where the 1987 return of income is not furnished by 
that date, the date on which that return is furnished. 

"(5) Any allocation made under subsection (3) of this section 
may be at any time cancelled by the Commissioner, and in 
every such case the whole of the deferrable livestock valuation 
income so allocated shall be deemed to have been derived by 
the taxpayer in the income year immediately preceding the 
income year in respect of which the allocauon is cancelled, 
except to the extent to which the income has been allocated to 
and assessed for any earlier income year. 

"(6) Every reference in this section to an income year shall, 
where the taxpayer furnishes a return of income under section 
15 of this Act for an accounting year ending with an annual 
balance date other than the 31st day of March, be deemed to 
be a reference to the accounting year corresponding with that 
income year, and, in every such case, this section shall, with 
any necessary modifications, apply accordingly." 

7. Fanners' expenditure on tree planting-(I) Section 
134 (1) of the principal Act (as substituted by section 14 of the 
Income Tax Amendment Act (No. 4) 1986) is hereby amended 
by inserting, after the words "Forestry Encouragement Act 
1962", the words "or trees planted primarily and principally for 
the production of fruit". 

(2) This section shall apply with respect to the tax on income 
derived in the income year that commenced on the 1st day of 
April 1987 and in every subsequent year. 

8. Accounting for goods and services tax-( 1) Section 
140B of the principal Act (as inserted by section 29 (1) of the 
Income Tax Amendment Act (No. 4) 1986) is hereby amended 
by inserting, after subsection (2), the following subsection: 

"(2A) Notwithstanding anything in subsection (2) of this 
section, in calculating the assessable income of any person for 
the income year that commenced on the 1st day of April 1986, 
there shall be included an amount equal to the sales tax credit 
deducted by that person pursuant to section 83 (2) of the Goods 
and Services Tax Act 1985." 

(2) This section shall apply with respect to the tax on income 
derived in the income year that commenced on the 1 st day of 
April 1986. 



1987, No. 190 Income Tax Amendment (No. 3) 2759 

9. Interpretation-( 1) Section 356 (1) of the principal Act is 
hereby amended by omitting from paragraph (aa) (as inserted 
by section 13 (2) of the Income Tax Amendment Act 1980) the 
expression "$ 11 ,500", and substituting the expression 
"$20,000". 

(2) This section shall apply with respect to the tax on income 
derived in the income year that commenced on the 1st day of 
April 1987 and in every subsequent year. 

10. Interpretation-(I) Section 374A of the principal Act (as 
inserted by section 1 7 of the Income Tax Amendment Act 
(No. 2) 1986 and amended by section 9 of the Income Tax 
Amendment Act (No. 4) 1986) is hereby further amended by 
inserting, after the definition of the term "spouse", the 
following definition: 

" 'Standard value' has the meaning assigned to that term 
by section 86 (1) or, as the case may be, section 
86c (8) of this Act:". 

(2) This section shall apply with respect to the tax on income 
derived in the income year that commenced on the 1st day of 
April 1987 and in every subsequent year. 

11. Determination of assessable income-( 1) Section 
374B (1) of the principal Act (as so inserted and amended) is 
hereby further amended by omitting from paragrar.h (d) (i) the 
expression "86F", and substituting the expression '86FA'. 

(2) Section 374B (1) of the principal Act (as so inserted and 
amended) is hereby further amended-

(a) By inserting in paragraph (e) (ii~, after the expression 
"86F", the expression "86FA' : 

(b) By omitting from item d of paragraph (g) (ii) the words 
"the company corresponds", and substituting the 
words "the company corresponds; and". 

(3) Section 3 7 4 B (1) ( e) of the principal Act (as so inserted and 
amended) is hereby further amendea by adding the following 
subparagraph: 

"(iii) Any amount of income that, under section 
86F of this Act, is deemed to be, or has been, 
derived by the person in the income year that 
commenced on tne 1st day of April 1986; and". 

(4) Section 374B (1) of the principal Act (as so inserted and 
amended) is hereby further amended by adding the following 
paragraph: 

"(h) Where in any income year herd livestock is valued under 
the provisions of section 86A of this Act, there shall 



2760 Income Tax Amendment (No. 3) 1987, No. 190 

be included in, or as the case may be, deducted 
from the assessable income an amount which would 
have increased the assessable income, or as the case 
may be, would have reduced the assessable income, 
had the herd livestock been valued at standard 
values." 

(5) Subsections (1) and (3) of this section shall apply with 
respect to the tax on income derived in the income year that 
commenced on the 1st day of April 1986 and in every 
subsequent year. 

(6) Subsections (2) and (4) of this section shall apply with 
respect to the tax on income derived in the income year that 
commenced on the 1st day of April 1987 and in every 
subsequent year. 

12. Provisional taxpayers-( 1) Section 37 7 of the principal 
Act is hereby amended by omitting from the proviso the 
expression "$1,000" (as substituted by section 9 (1) of the 
Income Tax Amendment Act (No. 2) 1983), and substituting 
the expression "$3,000". 

(2) Section 17 (1) (b) of the principal Act is herebr, 
consequentially amended by omitting the expression "$1,000 ' 
(as substituted by section 9 (2) of the Income Tax Amendment 
Act (NO. 2) 1983), and substituting the expression "$3,000". 

(3) The Income Tax Amendment Act (No. 2) 1983 is hereby 
consequentially amended by repealing section 9. 

(4) This section shall apply with respect to the tax on income 
derived in the income year commencmg on the 1st day of April 
1988 and in every subsequent year. 

This Act is administered in the Inland Revenue Department. 


