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1996, No. 56 

An Act to amend the Tax Administration Act 1994 in 
relation to-

Ca) Compliance standards expected of taxpayers; and 
Cb) The imposition of penalties and interest where 

such standards are not met; and 
Cc) Procedures for the resolution of disputes between 

taxpayers and the Commissioner 
[26July 1996 

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

1. Short Tide-This Act may be cited as the Tax 
Administration Amendment Act (No. 2) 1996, and shall be read 
together with and deemed part of the Tax Administration Act 
1994 (in this Act referred to as the principal Act). 

2. Application date for lrovisions in this Act
(1) Except as otherwise provide in this Act, the provisions of 
this Act apply with respect to tax obligations, liabilities, and 
rights that are to be performed under or arise in respect of-

(a) The Income Tax Act 1994 in relation to the tax on 
income in the 1997-98 income year and subsequent 
years: 

(b) The Goods and Services Tax Act 1985 in relation to 
supplies made in taxable periods commencing on or 
after 1 April 1997: 

(c) The Estate and Gift Duties Act 1968 in relation to gifts 
made on or after 1 April 1997; 
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(d) The Gaming Duties Act 1971 in relation to all races run, 
all lotteries drawn, all dutiable games played by 
means of a gaming machine, and all casino wins 
arising on or after 1 April 1997: 

(e) The Stamp and Cheque Duties Act 1971 in relation to
(i) Every instrument of conveyance executed; and 
(ii) Every bill of exchange made, drawn, or prepaid 

under section 81 or section 82 or section 83 of that 
Act; and 

(ill) Every liable transaction entered into
on or after 1 April 1997. 

(2) Sections 5, 9 to 15, 16 (1) and (2), 18 to 34, 37 to 42, 47, 
55, and 65 come into force on 1 October 1996. 

(3) Where-
(a) A provision of this Act amends, inserts, or repeals a 

provision ("the relevant provision") of the principal 
Act; and 

(b) The relevant provision is referred to in, or necessary for 
the purposes of, another provision ("the other 
provision") of the principal Act; and 

(c) The other provision is amended, inserted, or repealed by 
this Act with effect on and after an application date 
that is not the same as the general application date 
for the relevant provision,-

the provision of this Act that amends, inserts, or repeals the 
relevant provision has, for all purposes in regard to the other 
provision, the same application date as the other provision. 

S. Interpretation-{I) Section 3 (I) of the principal Act is 
amended by inserting, before the definition of "accounting 
period", the following definition: 

" 'Abusive tax position' is defined in section 141D (7) for 
the purposes of Part IX:", 

(2) Section 3 (1) is further amended by repealing the 
definition of "additional tax". 

(3) Section 3 (1) is further amended by repealing the 
definition of "assessment" (as substituted by section 3 (1) of the 
Tax Administration Amendment Act 1995), and substituting 
the following definitions: 

" 'Arrangement' has the same meaning as in section OB 1 
of the Income Tax Act 1994: 

" 'Assessment' means-
"(a) An assessment of the amount on which tax is 

~yable and the amount of that tax, a determination 
of loss, or a determination of loss carried forward: 
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"(b) An amendment of-
"(i) An assessment of tax payable; or 
"(ii) A determination of loss; or 

1996, No. 56 

"(iii) A determination of loss carried forward
made by the Commissioner under a tax law:". 

(4) Section 3 (1) is further amended by inserting, after the 
definition of "benefit", the following definition: 

"'Bill of exchange', in section 144, means a bill of 
exchange within the meaning of the Bills of Exchange 
Act 1908; and includes a promissory note within tlie 
meaning of that Act, other than a bank. note:". 

(5) Section 3 (1) is further amended by omitting from the 
definition of "business" the expression "section 220 (18)", and 
substituting the expression "section 152 (18)". 

(6) Section 3 (1) is further amended by inserting, after the 
definition of "certificate of exemptIon", the following 
definitions: 

"'Challenge'means-
"(a) To commence proceedings under Part VIllA 

challenging a disputable decision; or 
"(b) The proceedings,-

as the context requires: 
" 'Civil penalty' means-

"(a) A late filing penalty; or 
"(b) A late payment penalty; or 
"(c) A shortfall penalty; or 
"(d) An underestimation penalty:". 

(7) Section 3 (1) is further amended by inserting, after the 
definition of "Commissioner of Inland Revenue", the following 
definitions: 

" 'Commissioner-set instalment date' is defined in section 
139c for the purposes of that section: 

"'Commissioner's statement of position' means the 
statement of position that the Commissioner issues 
pursuant to a disclosure notice; and includes any 
additional information the Commissioner provides in 
respect of the statement under section 89M (8) or 
section 89M (11 ):". 

(8) Section 3 (1) is further amended by omitting from 
~graph (b) of the definition of "company" the expression 
'124, 147 to 154, 180, 181, and 210", and substituting the 

expression "120M, 1408, 140c, 1438 (3), 180, and 181". 
(9) Section 3 (1) is further amended by inserting in the 

definition of "competent objection", immediately before the 
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words "in relation to", the words "for the pwposes of Part VUI 
and". 

(10) Section 3 (1) is further amended by inserting, after the 
definition of "corporation", the following definitions: 

"'Correct tax position' means the correct tax position 
established under one or more tax laws: 

" 'Date interest starts' is defined in section 120c for the 
purposes of Part VU:". 

(11) Section 3 (1) is further amended by repealing the 
definition of "day of determination of fin3.l liability", and 
substituting the following definition: 

" 'Day of determination of final liability' -
"(a) For the purposes of Part VUI, means,-

"(i) Where the Commissioner receives from the 
taxpayer a notice in writing of the 
withdrawal by the taxpayer of the 
objection to an assessment, the day on 
which the Commissioner receives that 
notice: 

"(ii) Where the objection to an assessment is 
deemed to be withdrawn under subsection 
(8) of section 136, the day following the 
expiry of the period referred to in 
subsection (5) or, where appropriate, 
subsection (12) of that section: 

"(ill) Where the objection to an assessment is 
otherwise deemed to be withdrawn by or 
under this Act, the expiry of the period of 
2 calendar months following the day on 
which the o~ection is deemed to be 
withdrawn: 

"(iv) Where the objection is determined by a 
Taxation Review Authority and not by a 
court, the day on which the Taxation 
Review Authority determines the 
objection: 

"(v) Where the objection is determined as a result 
of proceedings taken in a court, whether 
or not by way of appeal, the day on which 
the objection is finally determined, 
whether in those proceedings or, as the 
case may be, on an appeal: 

"(vi) Where the taxpayer does not, within the 
period of .2 months immediately 
succeeding the date on which the notice of 
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disallowance of the taxpayer's objection is 
given to the taxpayer by or on behalf of 
the Commissioner, by notice in writing to 
the Commissioner, require-

"(A) That the objection be heard and 
determined by a Taxation Review 
Authority; or 

"(B) The Commissioner to state a case 
for the opinion of the High COWl, 
specifying in the notice the registry of that 
COWl in which the taxpayer requires the 
case to be filed,-
the day on which there expires that period 
of 2 months: 

"(vii) Where, and to the extent that, an o~ection 
is allowed by the Commissioner, the day 
on which the notice of that allowance (to 
that extent) is given in writing to the 
taxpayer by the Commissioner: 

"(b) For the purposes of Part VIllA, means-
"(i) The day on which the Commissioner is 

notified in writing by the disputant that 
the disputant is discontinuing a challenge: 

"(ii) The day on which a Taxation Review 
Authority, in its small claims jurisdiction, 
determines a challenge: 

"(iii) If a challenge is determined by a Taxation 
Review Authority in its general 
jurisdiction, and not by a COWl, the day on 
which the Authority determines the 
challenge: 

"(iv) If a challenge is determined by a COWl, 
whether or not by way of appeal, the day 
on which the challenge is finally 
determined, whether in those proceedings 
or in a subsequent appeal: 

"(v) To the extent the Commissioner concedes a 
challenge, the day on which the 
Commissioner notifies the disputant in 
writing of the concession:". 

(12) Section 3 (1) is funlier amended by inserting, after the 
definition of "debtor information", the following definition: 

" 'Decision', for the purposes of the definition of 
'disputable decision, includes the making, giving, or 
exercising of a discretion, judgment, direction, 
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opinion, approval, consent, or detennination by the 
Commissioner:" . 

(13) Section 3 (1) is further amended by repealing the 
definition of "deferrable tax", and substituting the following 
definition: 

"'Deferrable tax' means 50% of-
"(a) The amount of tax assessed by the 

Commissioner under a tax law as payable by a 
taxJ.?;lyer or disputant on a due date; or 

'(b) Goods and services tax payable (as defined in 
section 20A (1) of the Goods and Services Tax Act 
1985) by a taxpayer or disputant on a due date,
in relation to which the taxpayer makes a competent 
objection under Part VIII, or that the disputant 
challenges as pctyable under Part VIllA; and 'non
deferrable tax', for the purp,oses of either Part, means 
the other 500/0 of that tax: '. 

(14) Section 3 (1) is further amended by repealing the 
definition of "deficient tax". 

(15) Section 3 (1) is further amended by inserting, after the 
definition of "detennination of loss carried forward", the 
following definition: 

"'Disclosure notice' means a disclosure notice issued hr 
the Commissioner to a disputant under section 89M:' . 

(16) Section 3 (1) is further amended by inserting, after the 
definition of "disposition", the following definitions: 

" 'Disputable decision' means-
"(a) An assessment: 
"(b) A decision of the Commissioner under a tax 

law, not being a decision that a tax law prevents from 
being the subject of either an objection under Part 
VIII or a challenge under Part VIIlA: 

" 'Disputant' means a person-
"(a) Who may issue a notice of proposed 

acljustment to the Commissioner; or 
"(b) To whom the Commissioner issues a notice of 

proposed acljustment or an assessment; or 
"(c) Who may challenge a disputable decision

under a tax law: 
" 'Disputant's statement of position' means the statement 

of position that a disputant provides under section 
89M (6) in response to a disclosure notice; and 
includes any additional information the disputant 
provides in respect of the statement under section 
89M (11):". 
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(17) Section 3 (1) is further amended by repealing the 
definition of "dividend". 

(18) Section 3 (1) is further amended by inserting, before the 
definition of "earnings related compensation", the following 
definition: 

"'Due date' means the last day on which a taxpayer is 
able-

"(a) To pay tax; or 
"(b) To provide a tax return; or 
"(c) To provide a tax form; or 
"(d) To do any other thing under a tax law

before being liable to pay a penalty or (in the case of 
paragraph (a)) interest under Part VII:". 

(19) Section 3 (1) is further amended by omitting from the 
definition of "employer" the eX1?,ression "123 and 141", and 
substituting the expression "120s '. 

(20) Section 3 (1) is further amended by inserting, after the 
definition of "entidement card", the following defiirition: 

" 'Exceptional circumstance'-
"(a) Is defined in section 89K (3) for the purposes of 

that section: 
"(b) Is defined in section 89L (3) for the purposes of 

that section: 
"(c) Is defined in section 138D (2) for the purposes 

of that section:". 
(21) Section 3 (1) is further amended by repealing the 

definition of "excess tax". 
(22) Section 3 (1) is further amended by repealing the 

definition of "first instalment date". 
(23) Section 3 (1) is further amended by repealing the 

definition of "fringe benefit tax". 
(24) Section 3 (1) is further amended by inserting, before the 

definition of "holder", the following definitions: 
" 'GST' means goods and services tax: 
" 'Hearing authority' means-

"(a) A Taxation Review Authority; or 
"(b) The High Court:". 

(25) Section 3 (1) is further amended by repealing the 
definition of "income tax payable". 

(26) Section 3 (1) is further amended by inserting, after the 
definition of "income year", the following definition: 

"'Incremental late payment penalty' means a late 
payment penalty imposed under section 
139B (2) (b):". 
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(27) Section 3 (1) is further amended by repealing the 
definition of "incremental tax". 

(28) Section 3 (1) is further amended by inserting, after the 
definition of "information requisition", the following definition: 

"'Initial late payment penalty' means a late payment 
penalty imposed under section 139B (2) (a):' . 

(29) Section 3 (1) is further amended by omitting from the 
definition of "instalment date" the exr,ression "121 and 122", 
and substituting the expression "12OK '. 

(30) Section 3 (1) is further amended by repealing the 
definition of "instalment portion". 

(31) Section 3 (1) is further amended by repealing the 
definition of "instrument", and substituting the following 
definition: 

" 'Instrument', 'instrument of conveyance', and 
'instrument of nomination of shares', for the 
purposes of section 144 of this Act, have the 
meanings given to them in Part I of the Stamp and 
Cheque Duties Act 1971:". 

(32) Section 3 (1) is further amended by inserting, after the 
definition of "interest liability period", the following definitions: 

" 'Interest paid to a taxpayer' is defined in section 120c 
for the purposes of Part VII: 

"'Interest period' is defined in section 120c for the 
purposes of Part VII:". 

(33) Section 3 (1) is further amended by inserting, after the 
definition of '1udicial officer", the following definitions: 

" 'Late filing penalty' means a civil penalty imposed under 
section 139A for not providing on time a tax return 
specified in subsection (1) of that section: 

" 'Late payment penalty' means a civil penalty imposed 
under section 139B for not paying on time any tax 
calculated or assessed as payable under a tax law:". 

(34) Section 3 (1) is further amended by omitting from the 
definition of "new provisional taxpayer" the expression 
"sections 121 and 122", and substituting the expression 
"section 120K". 

(35) Section 3 (1) is further amended by inserting in the 
definition of "non-q~g o~ection", immediately before 
the words "in relation to' , the words "for the purposes of Part 
VIII and". 

(36) Section 3 (1) is further amended by inserting, after the 
definition of "non-qualifying objection", the following 
definition: 
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"'Notice of proposed adjustment' means a notice of 
pro~sed adJustment-

"(a) Issued by the Commissioner to a disputant 
under section 89B; or 

"(b) Issued by a disputant to the Commissioner 
under section 890:". 

(37) Section 3 (1) is further amended by omitting from the 
definition of "officer" the expression "sections 198, 199, and 
202", and substituting the expression "for the purposes of 
sections 89c, 14IF, 141G, 142c, and 147 and the defiilltion of 
'taxpayer' in section 157 (10)". 

(38) Section 3 (1) is further amended by inserting, after the 
definition of "offshore payment", the following definition: 

"'On time', for the purposes of performing a tax 
obli~tion, means-

"(a) Except if paragraph (b) applies, on or before 
the relevant due date: 

"(b) If the Commissioner sets a new due date for 
performinp the tax obligation, on or before the new 
due date:'. 

(39) Section 3 (1) is further amended by repealing the 
definition of "paid". 

(40) Section 3 (1) is further amended by omitting from the 
definition of "payment" the expression "section 124", and 
substitutin~ the expression "section 120u". 

(41) SectIon 3 (1) is further amended by repealing the 
definition of "penal tax". 

(42) Section 3 (1) is further amended by repealing the 
definition of "penalty". 

(43) Section 3 (1) is further amended by repealing the 
definition of "period of deferral", and substituting the 
following definition: 

" 'Period of deferral', in respect of deferrable tax, means 
the period that starts on the later of-

"(a) The day on which the notice of an assessment 
of tax, to which a competent objection is made under 
Part VIII or in relation to which proceedings 
challengin~ the assessment are issued under Part 
VIllA, is glVen to the taxpayer; and 

"(b) The day that immediately succeeds the due 
date specified in the notice of assessment for 
payment of the tax,-
and ends at the expiry of the day that, in relation to 
the deferrable tax, IS the day of determination of final 
liability:" . 
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(44) Section 3 (1) is further amended by repealing the 
definition of "person". 

(45) Section 3 (1) is further amended by repealing the 
definition of "person incorrectly assumed to be a taxpayer", 
and substituting the following definition: 

"'Person incorrectly assumed to be a provisional 
taxpayer' is defined in section I20K for the purposes 
of tbat section:". 

(46) Section 3 (1) is further amended by inserting, after the 
definition of "prescribed", the following definition: 

" 'Proceedings' means proceedings commenced before a 
hearing authority WIder Part VIII or Part VIllA; and 
includes a document that a tax law requires to be 
filed with a hearing authority, or to be served on a 
person, in connection with the proceedings:". 

(47) Section 3 (1) is further amended by inserting, after the 
definition of "property", the following definitions: 

" 'Proposed adjustment' means-
"(a) An adjustment or amendment the 

Commissioner or a disputant proposes in respect of 
one or more disputable decisions; or 

"(b) The way the Commissioner {>roposes to treat 
differently a tax position or tax poSItions taken by a 
disputant in one or more tax returns,-
for the purposes of one or more return periods; and, 
where the context permits, an 'adjustment' is to 
include a proposed adjustment: 

" 'Provisional tax paid' is defined in section I39c: 
" 'Provisional tax payable' is defined in section 1 39c:" . 

(4S) Section 3 (1) is further amended by repealing the 
definition of "qualifying tax in dispute". 

(49) Section 3 (1) is further amended by omitting from the 
definition of "record" the expression "section 220 (IS)", and 
substituting the expression "section 152 (IS)". 

(50) Section 3 (1) is further amended by inserting, after the 
definition of "Registration Act to which the property is 
subject", the following definition: 

" 'Reject', for the p~ses of Parts IV A and VIllA, means 
to reject something in whole or in part:". 

(51) Section 3 (1) is further amended by repealing the 
definition of "residual income tax", and substituting the 
following definition: 

" 'Residual income tax'-
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"(a) Is defined in section 120K for the purposes of 
Part VII: 

"(b) For the purposes of any other :provision of this 
Act, has the same meaning as in secUon OB 1 of the 
Income Tax Act 1994:". 

(52) Section 3 (I) is fwther amended by inserting, after the 
definition of "residual income tax", the following definition: 

" 'Response period' means the 2-month period starting on, 
as the case may require,-

"(a) The date of issue of-
"(i) A notice of proposed adjustment: 
"(ii) A notice of disputable decision: 
"(iii) A notice revoking or varying a disputable 

decision that is not an assessment: 
"(iv) A disclosure notice: 
"(v) A notice from the Commissioner rejecting an 

adjustment proposed by a disputant: 
"(vi) A notice from the disputant rejecting an 

adjustment proposed by the 
Commissioner: 

"(b) The date of issue of a disputant's statement of 
position: 

"(c) The day immediately following the last day for 
the filing of a eST return for that period:". 

(53) Section 3 (I) is fwther amended by inserting, after the 
definition of "return date", the following definition: 

"'Return period' means the period covered by a tax 
return, or which would be covered by a tax return if 

·d d" one were proVl e : . 
(54) Section 3 (I) is fwther amended by omitting from the 

definition of "second instalment date" the expression "sections 
121 and 122", and substituting the expression "section 120K". 

(55) Section 3 (I) is fwther amended by inserting, after the 
definition of "second PAYE period", the following definition: 

" 'Security', for the purposes of section 7 A, means a 
security given to the Commissioner to secure the 
performance of a tax obligation, and includes a 
mortgage or charge or other encumbrance over, or 
pledge of, an asset or right, and a guarantee or 
mdemnity:" . 

(56) Section 3 (I) is fwther amended by inserting, after the 
definition of "setdor", the following definition: 

" 'Shortfall penalty' means a penalty imposed under any 
of secuons 141 A to 141 K for taking an incorrect tax 
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position or for do~ or failing to do anything 
specified or described m those sections:", 

(57) Secnon 3 (1) is further amended by repealing the 
definition of "special tax code certificate", 

(58) Section 3 (1) is further amended br repealing the 
definition of "specified rate of additional tax' , 

(59) Section 3 (1) is further amended by repealing the 
definition of "specified rate of interese', 

(60) Section 3 (1) is further amended by repealing the 
definitions of "tax" (as inserted by section 3 (7) of the Tax 
Administration Amendment Act 1995) and "tax or duty", and 
substituting the following definition: 

" 'Tax'-
"(a) Means-

"(i) A tax, levy, or duty of any type imposed by a 
tax law, regardless of how the tax, levy, or 
duty is described: 

"(ii) An amount deemed by a tax law to be a tax, 
levy, or duty: 

"(iii) Any other amount payable to the 
Commissioner under a tax law, including: 

"(A) A dividend withholding payment: 
"(B) An amount payable under section 

157 of this Act or section 43 of the Goods 
and Services Tax Act 1985: 

"(C) An amount payable by a payer (as 
defined in section 153 of the Child 
Sueport Act 1991) under Part X of the 
Chifd Support Act 1991: 

"(D) A repa}'IIlent deduction (as defined 
in section 2 of the Student Loan Scheme 
Act 1992), or an amount required to be 
deducted in accordance with section 46 of 
the Student Loan Scheme Act 1992: 

"(iv) A credit of tax under a tax law: 
"(v) A tax of the general character described in 

anr. of paragraphs (i) to (iv)-
'(A) That is payable by a taxpayer in a 

country or territory other than New 
Zealand; or 

"(B) That is relevant under a tax law for 
the purposes of determining a tax 
position: 

but does not include-
"(vi) Interest imposed under Part VII: 
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"(vii) Subject to paragraph (b), a civil penalty: 
"(viii) Approved issuer levy (as defined in section 

86F of the Stamp and Cheque Duties Act 
1971): 

"(ix) Financial sur.port (as defined in section 2 (1) 
of the Child Support Act 1991): 

"(x) A repayment obligation (as defined in section 
2 of the Student Loan Scheme Act 1992): 

"(b) For the purposes of section 4A and Parts VII, 
VIII, VIllA, IX, X, and XI, also includes a civil 
penalty:" . 

(61) Section 3 (1) is further amended by insertin~, after the 
definition of "tax deduction", the following definiuons: 

"'Tax form' means a form or document a taxpayer is 
required by a tax law-

"(a) To complete; and 
"(b) To provide to a person other than the 

Commissioner: 
" 'Tax law' means-

"(a) A provision of the Inland Revenue Acts or an 
Act that an Inland Revenue Act replaces: 

"(b) An Order in Council or a regulation made 
under another tax law: 

"(c) A non-disputable decision: 
"(d) In relation to an obligation to provide a tax 

return or a tax form, also includes a provision of the 
Accident Rehabilitation and Compensation Insurance 
Act 1992 or a regulation made under that Act: 

" 'Tax paid' is defined in section 120c for the purposes of 
Part VII: 

" 'Tax position' means a position or approach with regard 
to tax possible under one or more tax laws, including 
without limitation-

"(a) A liability for an amount of tax, or the 
payment of an amount of tax: 

"(b) An obligation to deduct or withhold an 
amount of tax, or the deduction or withholding of an 
amount of tax: 

"(c) A right to a tax refund, or to claim or not to 
claim a tax refund: 

"(d) A right to a credit of tax, or to claim or not to 
claim a credit of tax: 

"(~).The provision of a tax return, or the non
proVISlon of a tax return: 
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"(f) The derivation of an amount of assessable 
income or exempt income or a capital gain, or the 
retwn or non-return of an amount of assessable 
income: 

"(g) The incuning of an amount of deductible or 
non-deductible expenditure or a loss, or the claiming 
or not claiming of a deduction for an amount of 
expenditure or a loss: 

"(h) The availability of some or no tax losses, or the 
claiming or use of any tax losses: 

"(i) The attaching of a credit of tax, or the receipt 
of or lack of entidement to receive a credit of tax: 

"0) The balance of a tax account of any type or 
description, or a debit or credit to such a tax account: 

" 'Tax payable' is defined in section 120c for the purposes 
of Part VII: 

" 'Tax retwn' means a form or document that a taxpayer 
is required by a tax law-

"(a) To complete; and 
"(b) To provide to the Commissioner,-

whether in electronic or written form and whether 
provided in respect of a period or not; and also 
mcludes a tax form issued by another taxpayer that 
the taxpayer provides to the Commissioner: 

" 'Tax shortfall', for a return period, means the difference 
between the tax effect of-

"(a) The taxpayer's tax position for the retwn 
period; and 

"(b) The correct tax position or tax positions for 
the return period,-
where the taxpayer's tax position results in too litde 
tax paid or payable by the taxpayer or any other 
person or overstates a tax benefit, credit, or 
advantage of any type or description whatever by or 
benefiting (as the case may be) the taxpayer or any 
other person: 

" 'Tax to pay' is defined in section 139B:". 
(62) Section 3 (I) is further amended by repealing the 

definition of "taxpayer", and substituting the following 
definitions: 

"'Taxpayer' means a person who-
"(a) Is liable to perform, or to comply with, a tax 

obligation; or 
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"(b) May take a tax position,-
whether as principal, or as an agent or employee or 
officer of another person, or otherwise: 

" 'Taxpayer's paying rate' is defined in section 120c for 
the purposes of Part VII: 

"'Taxpayer's tax position' means-
"(a) Except if paragraph (b) applies, the tax 

position or tax positions a taxpayer takes in or in 
respect of-

"(i) A tax return; or 
"(ii) A due date: 

"(b) If-
"(i) The tax is income tax; and 
"(ii) The taxpayer alters a tax position or tax 

positions taken in a tax return before the 
earlier of-

"(A) The issue of an assessment in 
respect of the tax; and 

"(B) The due date for payment of the 
tax,-

the tax position or tax positions the taxpayer takes in 
the last amended tax return the Commissioner 
receives before issuing the assessment or before the 
due date (as applicabfe): 

" 'Taxpayer's total tax figure' is defined in section 141B for 
the purposes of that section:". 

(63) Section 3 (1) is further amended by omitting from the 
definition of "third instalment date" the expression "sections 
121 and 122", and substituting the expression "section 120K". 

(64) Section 3 (1) is further amended by omitting from the 
definition of "trustee income" the expression "sections 121 and 
122", and substituting the expression "section 120K". 

(65) Section 3 (1) is further amended by inserting, after the 
definition of "trustee income", the following definitions: 

" 'Underestimation penalty' means a civil penalty imposed 
on a taxpayer under section 140A for paying an 
insufficient amount of provisional tax by the 
taxpayer's third instalment date: 

" 'Unpaid tax' includes any amount of tax refunded under 
a tax law to the extent that the amount-

"(a) Is not properly refundable; or 
"(b) Is in excess of any amount of tax that is 

refundable,-
under the tax law:". 
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(66) Section 3 (4Xb) of the principal Act is amended by 
omitting the expression "secttons 93, 123, and 141", and 
substitutinf? the expression "sections 93, 120s, and 139B". 

(67) Sectlon 3 of the Tax Administration Amendment Act 
1995 is consequentially amended by repealing subsections (1) 
and (7). 

(68) Subsections (1) to (67) apply on and after 1 October 1996 
for the purposes of Parts N A, VIII, and VIllA of the principal 
Act. 

4. Construction of certain provisions-The principal Act 
is amended by inserting, after section 4, the following section: 

"4A. (1) In this Act-
"(a) A provision referring to a tax liability or to a tax 

obligation, or to something a person must do, refers 
to a taxpayer's liability or obligation under a tax 
law: 

"(b) A provision referring to a taxpayer taking a tax position 
or to a taxpayer's tax position, also refers to the 
tax~yer's-

, (i) Claiming or returning or not claiming or 
returning the tax position; or 

"(ii) Paying or deducting or not paying or 
deducting an amount of tax; or 

"(iii) Being placed in the tax position,-
whether knowingly or intentionally or involuntarily: 

"(c) A provision referring to a tax position taken in a tax 
return refers to a tax position taken explicitly or 
implicitly in the tax return: 

"(d) A prOVISion referring to a taxpayer's obligation to pay an 
amount of tax refers to the taxpayer's obligation to 
pay tax to the Commissioner: 

"(e) A provision referring to a taxpayer's obligation to 
provide a tax return refers to the taxpayer's 
obligation to complete and provide the tax return to 
the Commissioner: 

"(f) A provision referring to a taxpayer's obligation to 
provide a tax fonn refers to the taxpayer's 
obligation to complete and provide the tax form to 
the person entitled to it: 

"(g) A provision referring to any tax (including, for the 
avoidance of doubt, a penalty) or interest is to be 
taken to be a reference to all, or part, or the relevant 
part, of the tax or interest. 

"(2) For the purposes of this Act-
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"(a) A company is deemed to make a dividend withholding 
payment deduction when payment is made to the 
c<;)I~pany of a foreign withholding payment 
diVidend: 

"(b) A deduction is deemed to be made when payment is 
made of the net amount of any source deduction 
payment: 

"(c) The amount of a deduction described in paragraph (a) is 
deemed to have been applied for a purpose other 
than in payment to the Commissioner if the amount 
is not paid to the Commissioner by the relevant due 
date: 

"(d) If the amount of a deduction described in paragraph (a) 
is not paid to the Commissioner by the due aate, the 
amount is deemed to be unpaid tax. 

"(3) References in this Act to tax liabilities in respect of 
making, or accounting for, deductions of tax under the PAYE 
rules, to the extent necessary, are also to be construed as 
including references to liabilities in respect of making, or 
accounting for,-

"(a) Deductions of premiums payable under the Accident 
Rehabilitation and Compensation Insurance Act 
1992 or regulations made under that Act; or 

"(b) Deductions under the Child Support Act 1991; or 
"(c) Repayment deductions or other deductions under the 

Student Loan Scheme Act 1992,-
where the relevant liabilities arise or are to be performed at the 
same time as the tax liabilities under the PAYE rules. 

"(4) In any case where a taxpayer provides a tax return for a 
ret~Kl~riod that shows a greater liability to pay tax by a due 
date [; . g in the return period than the tax that the taxpayer 
pays by the due date, the taxpayer's tax position in respect of 
the due date is the tax paid by the taxpayer and not the 
amount of tax shown as payable in the tax return. 

"(5) If a taxpayer does not provide a tax return for a return 
period, the taxpayer is deemed, in relation to each type of tax, 
to take, in respect of every due date that would be covered by a 
tax return for the return period if a return were provided, a tax 
position that is based on the tax of that type paid by the 
taxpayer for that return period. 

"(6) Where-
"(a) A provision (in this subsection referred to as 'the relevant 

provision') of this Act a?plies in respect of a 
taxpayer making an objectton to or a diallenge in 
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respect of an assessment or other disputable 
decision, but not to both; and 

"(b) It is necessary or appropriate for the purposes of 
another provision of this Act that applies with 
respect to objections or challenges, but not to both, 
that the relevant provision a?pfy,-

the relevant provision is to be read as if It referred with respect 
to both objections and challenges." 

5. Authorisation to take securities-The principal Act is 
amended by inserting, after section 7, the following section: 

"7A. (1) The Commissioner may-
"(a) Accept securities to secure the performance of tax 

obligations; and 
"(b) Require that securities be given on such terms (including 

the manner of payment of any costs and 
disbursements associated with the security) as the 
Commissioner specifies; and 

"(c) Require that securities be transferred into the name of, 
and be held by, the Commissioner until the 
performance of a tax obligation or obligations; and 

"(d) If the Commissioner considers that the existing securities 
are or may be or become inadequate or insufficient, 
call for additional or substitute securities; and 

"(e) Enforce a security if a taxpayer defaults in the 
performance of the tax obligation in respect of 
which the security was taken; and 

, "(f) Grant discharges, releases, or transfers of securities on 
terms the Commissioner considers appropriate; and 

"(g) Recover from a taxpayer the costs of accepting, 
enforcing, dischargmg, releasing, or transferring any 
security. 

"(2) The Commissioner is not to be liable for any loss 
suffered in relation to an asset or right that is the subject of a 
security, unless the Commissioner is guilty of wilful misconduct 
in dealing with the asset or right. 

"( 3 ) For the pUI]X>ses of this section, the Commissioner and 
the Commissioner s successors in office-

"(a) Are deemed to be a corporation sole; and 
"(b) As such co~ration sole, are to have and may exercise 

all the nghts, powers, and privileges, and may incur 
all the liabilities and obligations, of a natural person 
of full age and capacity. 

"(4) Nothing in subsection (1) limits-
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"(a) Any tax law which specifies the Commissioner's 
entidement to a charge or other security; or 

"(b) The Commissioner's rights under the terms of a 
document evidencing or constituting a security; or 

"(c) The Commissioner's other rights to collect or recover tax 
or other amounts." 

6. New Part IIA inserted-The principal Act is amended by 
inserting, after section 15, the following Part: 

"PART llA 
"TAXPAYER'S TAX OBUGATIONS 

"15A. Purpose of this Part-The purpose of this Part is to 
oudine the primary obligations of taxpayers under the tax 
laws. 

"15s. Taxpayer's tax obligations-A taxpayer must do 
the following: 

"(a) Correcdy determine the amount of tax payable by the 
taxpayer under the tax laws: 

"(b) Deduct or withhold the correct amounts of tax from 
payments or receipts of the taxpayer when required 
to do so by the tax laws: 

"(c) Pay tax on time: 
"(d) Keep all necessary information (including books and 

records) and maintain all necessary accounts or 
balances required under the tax laws: 

"(e) Disclose to the Commissioner in a timely and useful way 
all information (including books and records) that 
the tax laws require the taxpayer to disclose: 

"(f) To the extent required by the Inland Revenue Acts, co
operate with the Commissioner in a way that assists 
the exercise of the Commissioner's powers under 
the tax laws: 

"(g) Comply with all the other obligations imposed on the 
taxpayer by the tax laws." 

7. Court orders for production of information or 
return-{I) The principal Act is amended by inserting, after 
section 17, the following section: 

"1 7 A. (1) The purpose of this section is to provide the 
Commissioner with an alternative remedy to prosecuting 
taxpayers for the offences of-

"(a) Failing to provide the information required under 
section 1 7; or 
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"(b) Failing to provide tax returns required to be provided by 
the tax laws. 

"(2) If a person fails to provide infonnation to the 
Commissioner as required by a written notice under section 17 
and within the time limit specified in the notice, the 
Commissioner may apply to the District Court for an order 
re~uiring the person to produce the infonnation for review. 

'(3) II a taxpayer does not provide a tax return on time, the 
Commissioner may apply to the District Court for an order 
re~uiring the taxpayer to provide the tax return. 

'(4) The Commissioner may apply in accordance with 
subsection (2) or subsection (3) as well as or instead of 
prosecutin~ the taxpayer. 

"(5) Nonce of the application must be given by the 
Commissioner to-

"(a) The person in respect of whom the order is sought; and 
"(b) Any other ~rson the District Court directs. 
"(6) The COIllIIllSsioner and each person who is given notice 

of an application is entitled to appear and to be heard on the 
hearing of the application. 

"(7) The Distnct Court may-
"(a) Order the infonnation re<).uested under section 17 to be 

produced to the Distnct Court; and 
"(b) Review the information to determine-

"(i) Whether or not to make an order requiring 
the taxpayer to produce the infonnation to the 
Commissioner; and 

"(ii) Whether or not the infonnation is the subject 
of legal professional privilege (whether within the 
meaning of section 20 or otherwise at law). 

"( 8) If and to the extent that the District Court is satisfied 
that the infonnation-

"(a) Is likely to be relevant for a purpose relating to the 
administration or enforcement of-

"(i) A tax law; or 
"(ii) A matter arising from or connected with 

another function laWfully conferred on the 
Commissioner; and 

"(b) Is not the subject of legal professional privilege (within 
the mearung of section 20 or otherwise at law),

the District Court may order the person named in the 
application to produce the infonnation or any part of that 
infonnation for review by the Commissioner. 

"(9) The District Court may order the taxpayer named in the 
application to provide a tax return. 
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"(10) This section applies notwithstanding any enactment or 
rule of law that obliges taxpayers-

"(a) Not to disclose information or to keep information 
secret; or 

"(b) Not to perfonn an obligation. 
"( 11) Compliance with this section is not a breach of any 

enactment, rule, or obligation referred to in subsection (10). 
"(12) No person is excused from producing information that 

is the subject of a Court order-
"(a) On the ground that production of the information could 

or might prove a breach of a tax obligation or 
subject the taxpayer to a fine, penalty, or conviction; 
or 

"(b) On the ground that another privilege could otherwise be 
claiined by the taxpayer in relation to production of 
the information in proceedings in a court. 

"( 13) Information produced to the Commissioner for review 
as a result of a Court order under this section-

"(a) May be removed and retained by the Commissioner for 
so long as is necessary to undertake a full review: 

"(b) May be copied by the Commissioner, without liability 
for a fee or payment. 

"( 14) A person who is required to produce information for 
review under this section must, if the information is not kept in 
written fonn, make the necessary ~ements to ensure that 
the information can be viewed and COpled. 

"(15) In this section-
" 'Information' includes a book or document: 
"'Taxpayer' includes a person (other than the 

Commissioner) referred to in subsection (2)." 
(2) This section shall come into force on 1 October 1996. 

8. Privil~ for confidential communication between 
legal practitioners and their clients-Section 20 of the 
pnncipal Act is amended by omittin~ from both subsection (1) 
and subsection (4) the expression' 200, 213, and 214", and 
substituting the expression "143 (lXb), 143A (l)(b), 1438 (lXb), 
and 143F". 

9. Information requisitions in relation to offshore 
payments-( 1) Section 21 (1) of the principal Act is 
amended-

(a) By inserting, after the ex~ression "Part VIII", the 
expression "or Part VIllA ': 
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(b) By insertin~, after the words "notice of objection", the 
words or document filed in the proceedings": 

(c) By inserting, after the words "objecting to", the words "or 
challenging" : 

(d) By omitting the words "proceedings on an obtction", 
and substituting the words "the proceedings '. 

(2) Section 21 (2) of the principal Act is amended by 
inserting, after the expression "Part VIII", the expression "or 
Part VIllA". 

(3) Section 21 (8) of the principal Act IS amended by 
repealing the definition of "assessment". 

1 O. Commissioner may, in certain cases, demand 
special returns and make special assessments-Section 
44 (3) of the r,rincipal Act is amended by omitting the words 
"of objection', and substituting the words "to object to the 
assessment under Part VIII or to challenge the assessment 
under Part VIllA". 

11. New Part IV A inserted-The principal Act is amended 
by inserting, after section 89, the following Part: 

"PART IVA 
"DISPUTES PROCEDURES 

"89A. Purpose of this Part-(I) The purpose of this Part is 
to establish procedures that will-

"(a) Improve the accuracy of disputable decisions made by 
the Commissioner under certain of the Inland 
Revenue Acts; and 

"(b) Reduce the likelihood of disputes arising between the 
Commissioner and taxpayers by encouraging open 
and full communication-

"(i) To the Commissioner, of all information 
necessary for making accurate disputable decisions; 
and 

"(ii) To the taxpayers, of the basis for disputable 
decisions to be made by the Commissioner; and 

"(c) Promote the early identification of the basis for any 
dispute concerning a disputable decision; and 

"(d) Promote the prompt and efficient resolution of any 
dispute concerning a disputable decision by 
requiring the issues and evidence to be considered 
by the Commissioner and a disputant before the 
disputant commences proceedings. 
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"(2) This Part does not apply with respect to any tax returns 
or notices of assessments that are, or become, subject to 
objection proceedings under Part VIII. 

"Notices of Proposed Adjustment 
"89B. Commissioner may issue notices of proposed 

adjustment-(l) The CoIIlIIllSSioner may issue one or more 
notices of proposed adjustment in respect of a tax return or an 
assessment. 

"(2) The Commissioner may issue one notice of proposed 
adjustment in relation to more than one return period, if, ID the 
Commissioner's opinion,-

"(a) The adjustments proposed to each tax return or 
assessment for the return periods relate exclusively 
to the same issues or arrangements; or 

"(b) The adjustments proposed to each tax return or 
assessment for the return periods relate 
substantially to the same issues, and the issue of one 
notice is likely to expedite the issue of the 
assessments for all of the returns. 

"(3) The Commissioner may issue a notice of proposed 
adjustment in relation to more than one return period, more 
than one issue, and more than one tax type. 

"(4) The Commissioner may not issue a notice of proposed 
adjustment-

"(a) If the proposed adjustment is already the subject of a 
challenge; or 

"(b) After the expiry of the time bar that, under
"(i) Sections 108 and 108B; or 
"(ii) Sections 1 08A and 108B,-

applies to the assessment. 
"89c. Notices of proposed adjustment required to be 

issued by Commissioner-The Commissioner must issue a 
notice of proposed acljustment before the Commissioner may 
issue a taxpayer with an assessment of tax, unless-

"(a) The assessment corresponds with a tax return that has 
been provided by the taxpayer; or 

"(b) The taxpayer has provided a tax return which, in the 
Commissioner's opinion, appears to contain a 
simple or obvious mistake or oversight, and the 
assessment merely corrects the mistake or oversight; 
or 
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"(c) The assessment corrects a tax position previously taken 
by the taxpayer in a way or manner agreed by the 
Commissioner and the taxpayer; or 

"(d) The assessment reflects an agreement reached between 
the Commissioner and the taxpayer; or 

"(e) The Commissioner has reasonable grounds to believe a 
notice may cause the taxpayer or an associated 
person-

"(i) To leave New Zealand; or 
"(ii) To take steps, in relation to the existence or 

location of the taxpayer's assets, making it harder 
for the Commissioner to collect the tax from the 
taxpayer; or 

"(f) The assessment corrects a tax position previously taken 
by a taxpayer that, in the opinion of the 
Commissioner is, or is the result of, a vexatious or 
frivolous act of, or vexatious or frivolous failure to 
act by, the taxpayer; or 

"(g) The assessment is issued as a result of a direction or 
determination of a court or the Taxation Review 
Authority; or 

"(h) The taxpayer has not provided a tax return when and as 
required by a tax law; or 

"(i) The assessment is issued following the failure by a 
taxpayer to make a deduction required to be made 
by a tax law or to account for a deduction in the 
manner required by a tax law; or 

"0) The taxpayer is entided to issue a notice of proposed 
adjustment in respect of a tax return provided by 
the taxpayer, and has done so; or 

"(k) The assessment corrects a tax position taken by the 
taxpayer or an associated person as a consequence 
or result of an incorrect tax position taken by 
another taxpayer, and, at the time the 
Commissioner issues the assessment, the 
Commissioner has issued, or is able to issue, an 
assessment to that other taxpayer for the correct 
amount of tax payable by that other taxpayer. 

"890. Taxpayers and others with standing may issue 
notices of proposed adjustment-( 1) If the Commissioner

"(a) Issues a notice of assessment to a taxpayer; and 
"(b) Has not previously issued a notice of proposed 

adjustment to the taxpayer in respect of the 
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assessment, whether or not in breach of section 
89c,-

the taxpayer may, subject to subsection (2), issue a notice of 
proposed adjustment in respect of the assessment. 

"(2) Where the taxpayer has not furnished a return in 
respect of the assessment period but wishes to dispute the 
assessment, the taxF-yer may dispute the assessment only by 
furnishing a return ID respect of that assessment period. 

"(3) If the Commissioner-
"(a) Issues a notice of disputable decision that is not a notice 

of assessment; and 
"(b) The notice of disputable decision affects the taxpayer,

the taxpayer, or any other person who has the standing Wlder 
a tax law to do so on behalf of the taxpayer, may issue a notice 
of proposed adjustment in respect of the disputable decision. 

"(4) A taxpayer may issue a notice of proposed adjustment in 
res~t of a eST tax return that the taxpayer has provided. 

'(5) For a notice of proposed adjustment issued Wlder this 
section to have effect, the notice must be issued within the 
applicable response period. 

"89E. Election of small claims jurisdiction of Taxation 
Review Authority-(I) Where a disputant-

"(a) Issues a notice of proposed adjustment Wlder section 89D 
and the amoWlt in dispute is $15,000 or less; or 

"(b) Rejects a notice of proposed adjustment issued by the 
Commissioner Wlder section 8% and the amoWlt in 
dispute is $15,000 or less,-

the disputant may elect, in the disputant's notice of proposed 
adjustment or notice of rejection, that any unresolved dispute 
ansing from the notice of proposed atYustment is to be heard 
by a Taxation Review Authority actmg in its small claims 
jurisdiction. 

"(2) If a disputant elects Wlder subsection (1) to challenge a 
disputable decision or tax liability in a Taxation Review 
Authority acting in its small claims jurisdiction, the decision is 
irrevocable and binds the disputant. 

"89F. Content of notice of proposed adjustment-A 
notice of proposed adjustment must contain, with sufficient 
detail to reasonably inform the recipient,-

"(a) The items in a disputable decision or a tax return that 
the issuer of die notice proposes should be adjusted; 
and 

"(b) The tax laws on which the adjustments are based; and 
"(c) An outline of the facts giving rise to the adjustments; and 
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"(d) The !r issues arising in respect of the adjustments; 

"(e) The propositions of 1aw relied on or distinguished in 
respect of the adjustments. 

"89G. Issue of response notice-(l) To reject a proposed 
adjustment, the reciplent of the notice of proposed adjustment 
must, within the response period for the notice, notify the 
issuer that the adjustment 18 rejected by issuing a response 
notice. 

"(2) A response notice must, with sufficient detail to 
reasonably inform the recipient,-

"(a) Specify the items in the notice of proposed adjustment 
that the issuer of the response notice considers to be 
in error; and 

"(b) Specify the tax laws on which the issuer of the response 
notice relies; and 

"(c) Outline the facts contained in the notice of proposed 
adjustment that the issuer of the response notice 
considers to be in error; and 

"(d) Outline any further facts on which the issuer of the 
response notice relies; and 

"(e) Outline any additional legal issues that the issuer of the 
resJ?0n8e notice considers arise in respect of the 
notice of proposed adjustment; and 

"(f) State the propositions of 1aw relied upon in respect of the 
response notice. 

"89H. Deemed acceptance-(l) If a disputant does not, 
within the response period for a notice of proposed adjustment 
issued by the Commissioner, reject an adjustment contained in 
the notice, the disputant is deemed to accept the proposed 
adjustment and section 891 applies. 

"(2) If the Commissioner does not, within the response 
period for a notice of proposed adjustment issued by a 
disputant, reject an adjustment contained in the notice, the 
Commissioner is deemed to accept the proposed adjustment 
and section 89J applies. 

"(8) Where-
"(a) A disputant does not, within the response period for 

replying to a notice from the Commissioner 
rejecting an adjustment proposed by the disputant, 
reject in wririIlg all or part of the Commissioner's 
notice, the disputant 18 deemed to accept the 
matters specified in the Commissioner's notice; or 
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"(b) The dispu~t a~c~pts all or part of the Commissioner's 
notIce m wntlng,-

then, in those circumstances,-
"(c) Section 891 applies as if the matters contained in the 

CommissIOner's notice were an adjustment or 
adjustments proposed by the Commissioner; and 

"(d) The Commissioner's notice IS deemed, for the purposes 
of section 89K, to be a notice of proposed 
adjustment. 

"891. Circumstances where disputant may not 
challenge adjustment-(l) A disputant mal not challenge an 
adjustment proposed by the Commissioner if the disputant

"(a) Accepts the adjustment in writing; or 
"(b) Is deemed to accept the adjustment, and section 89K 

does not apply. 
"(2) The Commissioner must include or take account of each 

proposed adjustment that is accepted or deemed accepted by a 
disputant in a notice of assessment issued to the disputant. 

"89J. Where Commissioner accepts adjustment 
proposed by disputant-If the CommisSIOner accepts, or is 
aeemed to accept, an adjustment proposed by a disputant, and 
section 89L does not apply, the Commissioner must include or 
take account of the adjustment in a notice of assessment issued 
to the disputant. 

"89K. Late actions deemed to occur within response 
period-(l) Where-

"(a) The Commissioner considers that an exceptional 
circumstance has prevented a disputant from-

"(i) Rejecting an adjustment contained in a notice 
of proposed adjustment issued by the 
Commissloner; or 

"(ii) Issuing a notice of proposed adjustment 
under section 89D in respect of a disputable decision 
or a eST tax retum,-
within the applicable response period; and 

"(b) The disJ?utant sends to the Commissioner-
, (i) A notice-
"(A) Rejecting an adjustment proposed by the 

Commissioner in the notice of proposed 
adjustment referred to in paragraph (a)(i); 
and 

"(B) Specifying the matters required by section 
89G; or 

"(ii) A notice of proposed adjustment-
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"(A) In respect of a disputable decision or eST 
tax return referred to in paragraph (aXii); 
and 

"(B) Specifying the matters required by section 
89F,-

as soon as reasonably practicable after becoming aware of the 
disputant's failure to reject the Commissioner's proposed 
adjustment or to issue a notice within the applicable response 
period, the Commissioner may issue a notice in favour of the 
disputant stating that-

"(c) The disputant's rejection of the Commissioner's notice of 
proposed adjustment; or 

"(d) The disputant's notice of proposed adjustment-
is to be treated for all purposes under this Part as if it had been 
given within the applicable response period. 

"(2) Subsection (1) may apply even if the Commissioner has 
already issued a notice of disputable decision that includes or 
takes account of an adjustment that was proposed by the 
Commissioner; and, where subsection (1) applies, the notice of 
disputable decision is to be deemed not to have been issued. 

"(3) For the purposes of subsection (1),-
"(a) An 'exceptional circumstance' is an event or 

circumstance beyond the control of a disputant that 
provides a disputant with a reasonable Justification 
for not rejecting a proposed adjustment, or for not 
issuing a notice of proposed adjustment, within the 
response period; and 

"(b) An act or omission of an agent of a disputant is not an 
exceptional circumstance, unless the act or omission 
was caused by an event or circumstance beyond the 
control of the agent-

"(i) That could not have been anticipated; and 
"(ii) The effect of which could not have been 

avoided by compliance with accepted standards of 
business organisation and professional conduct. 

"89L. Application to High Court-(1) The Commissioner 
may applY to the High Court for an order allowing the 
CommISsioner to issue a notice rejecting an adjustment 
proposed by a taxpayer that the Commissioner has accepted, 
or is deemed to have accepted, if-

"(a) The Commissioner considers that an exceptional 
circumstance applies or has prevented the 
Commissioner from rejecting the adjustment within 
the response period; and 
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"(b) The Commissioner applies-
"(i) Before the Commissioner issues a notice of 

assessment including the adjustment; or 
"(ii) Relying on section 108 (2) or section 108A (3). 

"(2) The High Court may-
"(a) Make an order for the purposes of subsection (1) on such 

terms as the Court deems fit; or 
"(b) Decline to make an order. 
"(3) For the purposes of subsection (1), an 'exceptional 

circumstance' -
"(a) Is an event or circumstance beyond the control of the 

Commissioner or an officer of the Department that 
provides the Commissioner with a reasonable 
Justification for not rejecting an adjustment 
:rsed by a disputant WIthin the response period; 

"(b) Without limiting paragraph (a), includes a change to a 
tax law, or a new tax law, or a decision of a court in 
respect of a tax law, that is enacted or made within 
the response period. 

"Disclosure Notices 
"89M. Disclosure notices-(l) Unless subsection (2) applies, 

the Commissioner may issue a disclosure notice in respect of a 
notice of proposed adjustment to a disputant at the time or 
after the Commissioner or the taxpayer, as the case may be, 
issues the notice of proposed adjustment. 

"(2) The Commissioner may not issue a disclosure notice in 
respect of a notice of proposed adjustment if the Commissioner 
has already issued a notice of disputable decision that includes, 
or takes account of, the adjustment proposed in the notice of 
proposed adjustment. 

"(3) Unless the disputant has issued a notice of proposed 
a<ljustment, the Commissioner must, when issuing a disclosure 
notice,-

"(a) Provide the disputant with the Commissioner's 
statement of position; and 

"(b) Include in the disclosure notice-
"(i) A reference to section 138G; and 
"(ii) A statement as to the effect of the evidence 

exclusion rule. 
"(4) The Commissioner's statement of position in the 

prescribed form must, with sufficient detail to fairly inform the 
disputant,-
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"(a) Give an outline of the facts on which the Commissioner 
intends to rely; and 

"(b) Give an outline of the evidence on which the 
Commissioner intends to rely; and 

"(c) Give an outline of the issues that the Commissioner 
considers will arise; and 

"(d) Specify the propositions of law on which the 
Commissioner intends to rely. 

"(5) If the Commissioner issues a disclosure notice to a 
disputant, the disputant must issue the Commissioner with the 
disputant's statement of position within the response period for 
the disclosure notice. 

"(6) A disputant'S statement of position in the prescribed 
form must, with sufficient detail to fairly inform the 
Commissioner,-

"(a) Give an outline of the facts on which the disputant 
intends to rely; and 

"(b) Give an outline of the evidence on which the disputant 
intends to rely; and 

"(c) Give an outline of the issues that the disputant considers 
will arise; and 

"(d) Specify the propositions of law on which the disputant 
intends to rely. 

"(7) If a disputant does not issue a disputant's statement of 
position in the prescribed form within the response period for a 
disclosure notice, the disputant is deemed to have accepted the 
Commissioner's notice of proJ?Osed adjustment or the 
Commissioner's statement of positIon, as the case may require. 

"(8) The Commissioner-
"(a) May, within the response period for a disputant's 

statement of position, provide the disputant with 
additional information in response to the disputant's 
statement of position; and 

"(b) Must provide the additional information as far as 
possible in the manner required by subsection (4). 

"(9) The additional information provided by the 
Commissioner under subsection (8) is deemed to form part of 
the Commissioner's statement of position. 

"(10) The Commissioner may a]>ply to the High Court for 
more time to reply to a disputant s statement of position if

"(a) The Commissioner applies before the expiry of the 
response period for the disputant'S statement of 
position; and 

"(b) The Commissioner considers it is unreasonable to reply 
to the disputant's statement of position within the 
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response period, because of the number or 
complexity or novelty of matters raised in the 
disputant's statement of position. 

"( 11) The disputant may apply to the High Court for more 
time within which to reply to the Commissioner's statement of 
position if-

"(a) The disputant applies before the expiry of the response 
penod for the Commissioner's statement of 
position; and 

"(b) The disputant considers it wrreasonable to reply to the 
Commissioner's statement of position within the 
response period, because the issues in dispute had 
not previously been discussed between the 
Commissioner and the disputant. 

"(12) The High Court shall, in considering an application 
under subsection (11), have regard to the provisions of 
section 89A and the conduct of the parties to the dispute. 

"(13) The Commissioner and a disputant may a~ee to 
additional information being added, at any time, to eIther of 
their statements of position. 

"( 14) The additional information provided by the 
Commissioner or a disputant under subsection (13) is deemed 
to form part of the provider's statement of position." 

12. Determinations in relation to financial arrange
ments-Section 90 of the principal Act is amended by repeal
ing subsections (4) and (5). 

18. Determinations in relation to petroleum mining 
operations-Section 91 of the principal Act is amended by 
repealing subsections (4), (5), and (7). 

14. Commissioner to make assessments, determi-
nations of loss, and other determinations-
(1) Section 92 (2) of the principal Act is amended-

(a) By omitting from paragraph (a) the expression "Part VUI 
and sections 107 to 110", and substituting the 
expression "Part VIllA and sections 107, 108, 109, 
110": 

(b) By omitting from paragraph (b) the expression 
"section 129", and substituting the expression 
"section 138K": 

(c) By omitting from paragraph (b) the words "objected to", 
and substituting the words "that is challenged": 
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(d) By omitting from paragraph (b) the words "an objection", 
and substituting the words "a challenge". 

(2) Section 92 (5) of the principal Act is amended-
(a) By omitting the eXJ?ression "Part VIII", and substituting 

the expression 'Part VIllA": 
(b) By omitting from paragraph (e) the expression 

"section 129", and substituting the expression 
"section 138K": 

(c) By omitting from paragraph (e) the words "objected to", 
and substituting the words "that is challenged". 

15. Assessment of fringe benefit tax-(I) Section 93 (1) of 
the principal Act is amended by omitting the words "on 
objection", and substituting the words "in proceedings 
challenging the assessment". 

(2) Section 93 (3) of the principal Act is amended-
(a) By omitting the words "to objection", and substituting the 

words "to challenge": 
(b) By omitting all the words after "Income Tax Act 1994,", 

and substituting the words "and Part VIllA of this Act 
shall apply accordingly." 

16. Assessment of quali~ company election tax and 
late payment penalty-( 1) Sectlon 94 of the principal Act is 
amended by repealing subsection (1), and substituting the 
following subsection: 

"(1) The Commissioner may, in respect of any company 
liable to pay qualifying company election tax under section 
HG 12 of the Income Tax Act 1994, make an assessment of the 
amount of qualifying company election tax, and any late 
payment penalty payable under section 1398 of this Act, that, 
m the Commissioner's judgment, ought to be levied, and the 
company shall be liable to pay the qualifying company election 
tax and any late payment penalty so assessed, except so far as 
the company establishes in proceedings challenging the 
assessment that the assessment is excessive or that the 
company is not chargeable with qualifying company election 
tax, or the late payment penalty." 

(2) Section 94 (3) of the principal Act is amended-
(a) By omitting the words "to objection", and substituting the 

words "to challenge": 
(b) By omitting all the words after "Income Tax Act 1994,", 

and substituting the words "and Part VIllA of this Act 
shall apply accordingly." 
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17. New sections inserted-The principal Act is amended 
by insening, after section 94, the following sections: 

"94A. Assessment of shortfall penalties-( 1) The 
Commissioner may make or amend an assessment of a civil 
penalty in the same way as the Commissioner may make or 
amend an assessment of the tax in respect of which the penalty 
is imposed. 

"(2) The Commissioner must assess a shortfall penalty in the 
same way as the tax to which it relates, but separately from the 
tax. 

"(3) The Commissioner may assess a shortfall penalty before 
or after unpaid tax has been assessed, or has become assessable 
or payable, or has been paid. 

"(4) If the Commissioner assesses a shortfall penalty in 
res{>ect of unpaid income tax before the passing of the annual 
taxIng Act, the unpaid income tax shall be calculated by 
reference to the rates determined by the last preceding annual 
taxing Act. 

"(5) Unless a tax law specifically provides otherwise, a 
payment made by, or an amount applied on behalf of, a 
taxpayer on account of a shortfall penalty does not give rise to 
a credit towards or in respect of any other tax or tax liability. 

"94B. Liability of wholly-owned group and other bodies 
to pay shortfall penalties-( 1) If the Commissioner treats the 
companies in a wholly-owned grou{> as if they were a single 
taxpayer for the purpose of determming a tax. shortfall,-

"(a) The Commissioner may assess one company in the 
group for the shortfall penalty; but 

"(b) All the other companies remain liable to pay the 
shortfall penalty until it is paid in full. 

"(2) All the partners in a partnership, and all the persons in 
any other group of persons that derive income joindy or are 
assessed together for income or for any other item, are to be 
liable individually and collectively for a shortfall penalty 
imposed by the Commissioner-

"(a) In respect of a tax position taken; or 
"(b) As a consequence of how or the way in which a tax 

position is taken-
by the partnership or the other group of persons, as the case 
may be. 

"(3) For the purposes of subsection (2),-
"(a) Where a shortfall penalty is imposed in respect of a 

partnership, the part of that penalty imposed on 
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each partner shall be in proportion to the partner's 
share or interest in the partnership; and 

"(b) Where a shortfall penalty is imposed in respect of a 
group of persons (other than a partnership), that 
penalty sh3ll be imposed in such proportions as the 
Commissioner determines on anyone or more of 
the persons in that group." 

18. Assessment of withdrawal tax-(I) Section 95 (1) of 
the principal Act is amended by omitting the words "on 
objection", and substituting the words "in proceedings 
challenging the assessment". 

(2) Section 95 (3) of the principal Act is amended-
(a) By omitting the words "to objection", and substituting the 

words "to challenge": 
(b) By omitting all the words after "Income Tax Act 1994,", 

and substituting the words "and Part VIllA of this Act 
shall apply accordingly." 

19. Assessment of New Zealand superannuitant 
surc~-( 1) Section 96 (I) of the principal Act is amended 
by omittIng the words "on objection", and substituting the 
words "in proceedings challenging the assessment". 

(2) Section 96 (3) of the principal Act is amended-
(a) By omitting the words "to objection", and substituting the 

words "to challenge": 
(b) By omitting all the words after "Income Tax Act 1994,", 

and substituting the words "and Part VIllA of this Act 
shall apply accordingly." 

20. Assessment of imputation penalty tax
(1) Section 97 (2) of the principal Act is amended by omitting 
the words "on objection", and substituting the words "in 
proceedings challenging the assessment". 

(2) Section 97 (4) of the principal Act is amended-
(a) By omitting the words "to objection", and substituting the 

words "to challenge": 
(b) By omitting all the words after "Income Tax Act 1994,", 

and substituting the words "and Part VIllA of this Act 
shall apply accordingly." 

21. Assessment of specified superannuation 
contribution withholding tax-(I) Section 98 (1) of the 
principal Act is amended by omitting the words "on objection", 
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and substituting the words "in proceedings challenging the 
assessment" . 

(2) Section 98 (3) of the principal Act is amended-
(a) By omitting the words "to objection", and substituting the 

words "to challenge": 
(b) By omitting all the words after "Income Tax Act 1994,", 

and substituting the words "and Part VIllA of this Act 
shall apply accordingly." 

22. Assessment of resident withholding tax 
deductions-( 1 ) Section 99 (1) of the principal Act is amended 
by omitting the words "on objection", and substituting the 
words "in proceedings challenging the assessment". 

(2) Section 99 (3) of the principal Act is amended-
(a) By omitting the words "to objection", and substituting the 

words "to challenge": 
(b) By omitting all the words after "Income Tax Act 1994,", 

and substituting the words "and Parts VII and VIllA 
of this Act shall apply accordingly." 

28. Assessment of non-resident withholding tax
(1) Section 100 (1) of the principal Act is amended by omitting 
the words "on objection" wherever they occur, and substituting 
the words "in proceedings challenging the assessment". 

(2) Section 100 (4) of the principal Act is amended-
(a) By omitting the words "to objection", and substituting the 

words "to challenge": 
(b) By omitting all the words after "Income Tax Act 1994,", 

and substituting the words "and Part VIllA of this Act 
shall apply accordingly." 

24. Assessment of further income tax-( 1) Section 101 (1) 
of the principal Act is amended by omittin~ the words "on 
objection", and substituting the words 'in proceedings 
challenging the assessment". 

(2) Section 101 (3) of the principal Act is amended-
(a) By omitting the words "to objection", and substituting the 

words "to challenge": 
(b) By omitting all the words after "Income Tax Act 1994,", 

and substituting the words "and Part VIllA of this Act 
shall apply accordingly." 

25. Assessment of dividend withholding payment
(1) Section 102 (1) of the principal Act is amended by omitting 
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the words "on objection", and substituting the words "in 
proceedings challenging the assessment". 

(2) Section 102 (3) of the principal Act is amended-
(a) By omitting the words "to objection", and substituting the 

words "to challenge": 
(b) By omitting all the words after "Income Tax Act 1994,", 

and sUDstituting the words "and Part VIllA of this Act 
shall apply accordingly." 

26. Assessment of further dividend withholding 
payment-(l) Section 103 (1) of the principal Act is amended 
by omitting the words "on objection", and substituting the 
words "in proceedings challenging the assessment". 

(2) Section 1 03 (2) of the principal Act is amended-
(a) By omitting the words "to o~ection", and substituting the 

words "to challenge": 
(b) By omitting all the words after "assessment of income 

tax,", and substituting the words "and Part VIllA of 
this Act shall apply accordingly." 

27. Assessment of dividend witbholdin~ payment 
penalty tax-(I) Section 104 (2) of the prinapal Act is 
amended by omitting the words "on objection", and 
substitutin~t the words "in proceedings challenging the 
assessment . 

(2) Section 104 (4) of the principal Act is amended-
(a) By omitting the words "to objection", and substituting the 

words "to challenge": 
(b) By omitting all the words after "Income Tax Act 1994,", 

and substituting the words "and Part VIllA of this Act 
shall apply accordingly." 

28. Assessment where default made in furnishing 
returns-Section 106 (1) of the principal Act is amended by 
inserting, after the words "on objection", the words "or in 
proceedings challenging the assessment". 

29. New sections substituted-The principal Act is 
amended by repealing section 108, and substituting the 
following sections: 

"108. Time bar for amendment of assessment of tax 
under Income Tax Act 1994-( 1) Except as specified in this 
section or in section 108s, if-

"(a) A taxpayer provides a tax return and is assessed for tax 
for the return period; and 
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"(b) 4 years have passed from the end of the income year in 
which the taxpayer provides the tax retum,-

the Commissioner may not alter the assessment so as to 
increase the amount assessed. 

"(2) If the Commissioner is of the opinion that a tax return 
provided by a taxpayer-

"(a) Is fraudulent or wilfully misleading; or 
"(b) Does not mention income which is of a particular nature 

or was derived from a particular source, and in 
respect of which a tax return is required to be 
provided,-

the Cormrussioner may alter the assessment at any time so as 
to increase its amount. 

"( 3) This section overrides every other provision of this Act, 
and any other rule or law, that limits the Commissioner's right 
to amend assessments. 

"(4) Subsection (1) applies to all returns filed on or after 
1 April 1997. 

"108A. Time bar for assessment of GST-(l) Except as 
specified in this section or in section 108B, if a taxpayer

"(a) Provides a GST tax return for a GST return period; or 
"(b) Is assessed for GST for a GST return period,-

the Commissioner may not,-
"(c) Where the Commissioner has not made.an assessment, 

make an assessment; or 
"(d) Where the Commissioner has made an assessment, alter 

the assessment so as to increase the amount 
assessed,-

if 4 years have passed from the end of the GST return period in 
respect of which the GST tax return was provided or, as the 
case may be, the assessment was made. 

"(2) If a taxpayer-
"(a) Provides a GST tax return under section 17 of the Goods 

and Services Tax Act 1985; or 
"(b) Is assessed by the Commissioner for GST under 

subsection (lA) or subsection (lB) of section 27 of 
that Act,-

the Commissioner may not,-
"(c) Where the Commissioner has not made an assessment, 

make an assessment; or 
"(d) Where the Commissioner has made an assessment, alter 

the assessment so as to increase the amount 
assessed,-
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if 4 years have passed from the end of the month in which the 
GST tax retum was provided or, as the case may be, the 
assessment was made. 

"( 3) If the Commissioner is of the opinion that a taxpayer 
has knowingly or fraudulendy failed to make a full and true 
disclosure to the Commissioner of all the material facts 
necessary to determine-

"(a) The amount of GST payable for a GST retum period; or 
"(b) The amount of GST payable for a GST tax retum 

provided under secUon 17 of the Goods and Services 
Tax Act 1985,-

the Commissioner may-
"(c) Make an assessment at any time where the 

Commissioner has not made-
"(i) An assessment for the GST retum period; or 
"(ii) An assessment for the GST tax return under 

section 17 of the Goods and Services Tax Act 1985; 
or 

"(d) Where the Commissioner has made an assessment 
under section 27 of the Goods and Services Tax Act 
1985, alter the assessment at any time. 

"(4) This section overrides every other provision of this Act, 
and any other rule or law, that limits the Commissioner's right 
to amend GST assessments. 

"108B. Extension of time bars-A taxpayer may, before 
the expiry of the period of 4 years applicable under section 1 08 
or section 1 08A, sIgn a waiver in the prescribed fonn to extend 
the applicable time bar by up to a further 6 months." 

SO. Disputable decisions deemed correct except in 
proceedfugs-The principal Act is amended by repealing 
section 109, and substituting the following section: 

"109. Except in objection proceedings under Part VIII or a 
challenge under Part VIIIA,-

"(a) No disputable decision may be disputed in a cowt or in 
any proceedings on any ground whatsoever; and 

"(b) Every disputable decision and, where relevant, all of its 
particulars are deemed to be, and are to be taken as 
being, correct in all respects." 

SI. Evidence of returns and assessments-Section 110 (2) 
of the principal Act is amended by omitting the words "the 
Income Tax Act 1994", and substituting the words "any of the 
other Inland Revenue Acts". 
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52. Validity of assessment not affected by failure to 
comply with Act-Section 114 of the principal Act is 
amended by omitting the words "the Income Tax Act 1994", 
and substituting the words "any of the other Inland Revenue 
Acts". 

ss. Foreign tax credit determination deemed correct 
except in proceedings on objection-Section 117 of the 
prinClpal Act is repealed. 

54. Commissioner may determine amount of 
provisional tax-Section 119 (5) of the principal Act is 
amended by inserting, after the words "under Part VIII", the 
words "or may be cliallenged under Part VIllA". 

55. Interest on tax overpaid-{I) Section 122 (7) of the 
principal Act is amended by omitting the words "(other than 
the non-resident withholding tax rules)". 

(2) Subsection (I) applies with respect to the 1994-1995 
income year and subsequent years. 

56. New Part VII substituted-{I) The principal Act is 
amended by repealing Part VII, and substituting the following 
Part: 

"PART VII 
"INTE.RFsT 

"120A. Purpose of this Part and nature of interest
(I) The purpose of this Part is-

"(a) In appropriate circumstances-
"(i) To compensate the Commissioner for the loss 

of use of money through taxpayers paying too little 
tax; and 

"(ii) To compensate taxpayers for the loss of use 
of money through their paymg too much tax; and 

"(b) To encourage taxpayers to pay the correct amount of 
tax on time. 

"(2) Interest payable under this Part is not a penalty. 
"(3) Where the Commissioner deducts resident withholding 

tax or non-resident withholding tax from an interest payment, 
the interest paid to a taxpayer under this Part is the net 
amount. 

"120B. Persons excluded-Nothing in this Part applies to
"(a) A person (other than an employer and the 

Commissioner) specified in section 157 A in relation 
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to the person's obligations Wlder a tax law specified 
in that section: 

"(b) A liable person in relation to child support (both as 
defined in the Child Support Act 1991): 

"(c) A borrower in relation to repayment obligation (both as 
defined in the Student Loan Scheme Act 1992). 

"General Prcrvisions 
"120c. Definitions-( 1) In this Part, unless the context 

otherwise requires,-
" 'Commissioner's paying rate' means the rate of interest 

established and notified as the Commissioner's 
paying rate by an Order in COWlci1 made Wlder 
section 120H: 

"'Date interest starts', subject to sections 120N and 
1200,-

"(a) For unpaid tax means-
"(i) If a taxpayer pays too litde tax by a due 

date-
"(A) The day after the due date for 

payment of the tax; or 
"(B) Where the due date is a new due 

date or, in the case of GST, a later due 
date for.payt?ent of the tax, the day after 
the original due date for payment of the 
tax: 

"(ii) If the Commissioner refunds or applies tax 
which should be kept and taken into 
accoWlt in respect of satisfying a 
taxpayer's tax liability at a due date, the 
day after the day the Commissioner 
refunds or applies the tax; and 

"(b) For overpaid tax, other than GST, means the 
later of the following days-

"(i) If a taxpayer pays too much tax by or after a 
due date-

"(A) The day after the later of the due 
date for payment of the tax and the date 
the payment is made; or 

"(B) Where the due date is a new due 
date, the day after the later of the original 
due date for payment of the tax and the 
date on which the payment is made; and 
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"(ii) If a tax retum is also to be provided in 
respect of the tax, the day after the tax 
retum is provided; and 

"(c) For a eST refund, means the latest of the 
following days: 

"(i) The day after the earlier of-
"(A) The 15th working day after the 

taxpayer provides a tax retum for the 
return period to which the eST refimd 
relates; and 

"(B) The original due date for payment 
of output eST in respect of that return 
period; and 

"(ii) The day after the day on which the tax 
return is provided; and 

"(ill) The day after the date on which the 
payment is made: 

" 'Interest paid to a taxpayer' means interest credited to, 
or dealt with in the interests of or on behalf of, the 
taxpayer; and 'interest paid' and 'paid' have 
corresponding meanings: 

" 'Interest period'-
"(a) For unpaid tax, means the period beginning on 

the date interest starts and ending on the dcite the tax 
is paid or credited as paid (both dates inclusive): 

"(b) For overpaid tax, means the period (both dates 
inclusive) be~ on the date interest starts and 
ending on the earlier of-

"(i) The date the tax is refunded by the 
Commissioner; and 

"(ii) The date the tax is applied by the 
Commissioner towards meeting another 
tax liability: 

"'Tax paid', at any time, means the amount of tax
"(a) Paid or credited as paid by that time in respect 

of a tax liability; and 
"(b) That has not been refunded or applied by the 

Commissioner in meeting another tax liability: 
"'Tax payable', at any time, means the amount of tax 

payable in respect of a tax liability by that time, 
detennined in accordance with the tax laws; and 
includes a deduction of tax that must be made under 
a tax law and paid to the Commissioner: 
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"'Taxpayer's paying rate' means the rate of interest 
established and notified as the taxpayer's paying rate 
by an Order in Cmmci1 made under section 12OH. 

"(2) For the purposes of this Part, where, at any time,
"(a) The tax paid by a taxpayer exceeds the tax payable, the 

excess is 'overpaid tax'; and 
"(b) The tax payable by a taxpayer exceeds the tax paid, the 

excess is 'unpaid tax . 
"120D. Liability to pay interest-(I) A taxpayer is liable to 

pay interest on unpaid tax to the Commissioner in accordance 
with this Part. 

"(2) The Commissioner may recover interest payable on 
unpaid tax as though it were tax (of the same type as the 
unpaid tax) payable by the taxpayer. 

"(3) The Commissioner is liable to pay interest on overpaid 
tax to a taxpayer in accordance with this Part. 

"(4) If the Commissioner pays too much interest to a 
taxpayer, the Commissioner may recover the excess under 
section 165A, as though the excess interest were an excess tax 
credit for the purposes of that section. 

"120E. Amount of interest payable-( I) The amount of 
interest payable-

"(a) By a taxpayer on unpaid tax; or 
"(b) By the Commissioner on overpaid tax,-

is calcuJated for each day in the interest period in accordance 
with the following formula: 

where-

tXr 
365 

"t is the unpaid tax or overpaid tax on which the interest 
is payable; and 

"r is the Commissioner's paying rate or the taxpayer's 
paying rate applying on the day. 

"(2) The amount of interest payable in an interest period, is 
the sum of the amounts calculated under subsection (I) for 
each day in the interest period. 

"(3) The amount of interest outstanding at any time in an 
interest period is-

"(a) The sum of the amounts calcuJated under subsection (I) 
for each day in the interest period that falls before 
that time; less 

"(b) Any interest that has been paid by that time. 
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"120F. Interest priority and rights of Commissioner
(1) If, for a retwn period,-

"(a) A taxpayer has Wlpaid tax to pay; and 
"(b) The taxpayer is liable to pay interest on the Wlpaid 

tax,-
any payment the Commissioner receives or applies on accoWlt 
of the taxpayer's liability to pay the Wlpaid tax and interest for 
the return period must first be applied towards payment of the 
interest. 

"(2) The Commissioner may apply interest payable by the 
Commissioner to a taxpayer towards the payment of Wlpaid 
tax of the taxpayer, if the taxpayer fails to pay an amoWlt of 
tax by its due date. 

"(3) The Commissioner may apply interest WIder subsection 
(2) only if the Commissioner is not prevented, by a tax law, 
from applying the relevant overpaid tax towards the payment 
of the tax. 

"(4) If, for a period,-
"(a) A taxpayer is liable to pay the Commissioner interest on 

Wlpaid tax; and 
"(b) The Commissioner is liable to pay the taxpayer interest 

on overpaid tax,-
the Commissioner may-

"(c) Assess the taxpayer for the net amoWlt of interest 
payable by the taxpayer for the period; or 

"(d) Pay the taxpayer the net amoWlt of interest payable by 
the Commissioner for the period. 

"(5) In this section, the expressions 'Wlpaid tax' and 
'overpaid tax' include-

"(a) Any tax which has not been paid or which has been 
overpaid; and 

"(b) Any civil penalty imJ>.Osed in respect of that tax which 
has not been pa1d or which has been overpaid,

as if the tax and the civil penalty were a single tax type. 
"120G. Payment date-Except where a tax law provides 

otherwise, interest payable by a taxpayer to the Commissioner 
on Wlpaid tax is payable immediately and without the need for 
a demand. 

"120H. Setting and varying interest rates-The Governor
General may from time to time, by Order in COWlcil,-

"(a) Specify the criteria and other requirements by and 
against which interest rates will be set or reset and 
notified for the purposes of this Part: 
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"(b) Set the Commissioner's paying rate and taxpayer's 
paying rate. 

"1201. No right to object to interest-(I} A taxpayer may 
not object to or challenge the imposition of interest payable 
under this Part. 

"(2) Subsection (I) does not limit a taxpayer's right to ol?ject 
to or challenge the taxpayer's liability to pay tax. 

"Specific PTfRJisions 
"120j. Purpose of specific provisions-( I} The purpose of 

sections 120K to 120u is to allow the general interest regime 
contained in this Part to apply to the specific tax or tax regime 
referred to in those sections. 

"(2) The specific rules or applications specified in sections 
120K to 120u do not apply to other Parts or sections of this Act, 
except where a tax law specifically provides that they do. 

"120K. Instalments of and due dates for 'provisional 
tax-(I) The tax payable on income derived in an mcome year 
by a provisional taxpayer whose residual income tax for the 
income year is greater than $30,000 is to be treated for the 
purposes of this Part as due and payable in equal instalments 
on each of the 3 instalment dates in the income year. 

"(2) Subsection (1) does not apply to new provisional 
taxpayers. 

"(3) The tax payable on income derived in an income year 
by a new provisional taxpayer whose residual income tax for 
the income year exceedS $30,000 is to be treated for the 
purposes of this Part as due and payable-

U(a) In equal instalments on each of the 3 instalment dates in 
the income year, where the taxpayer is required by 
section MB 4 (I) of the Income Tax Act 1994 to pay 
provisional tax in 3 instalments; and 

U(b} In 2 equal instalments on, respectively, the second 
instalment date and the third instalment date in the 
income year, where the taxpayer is required by 
section MB 4 (2) of the Income Tax Act 1994 to pay 
provisional tax in 2 instalments; and 

"(c) In one instalment on the third instalment date in the 
income year, where the taxpayer is required by 
section MB 4 (3) of the Income Tax Act 1994 to pay 
provisional tax in one instalment. 

"(4) The tax payable on income derived in an income year 
by-
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"(a) A provisional taxpayer who is not a natural person and 
whose residual income tax for the income year is 
equal to or less than $30,000; or 

"(b) A provisional taxpayer, being a natural person,-
"(i) Who has provided an estimate of the person's 

residual income tax under section MB 3 of the 
Income Tax Act 1994 and whose residual income 
tax for the income year is equal to or less than 
$30,000; or 

"(ii) Who at any time during the income year held 
a valid certificate of exemption issued under section 
NF 9 (12) of the Income Tax Act 1994; or 

"(ill) Who, in that person's capacity as trustee, has 
residual income tax for the income year in respect 
of trustee income that is equal to or less than 
$30,000; or 

"(c) A person incorrectly assumed to be a provisional 
taxpayer,-

is to be treated for the purposes of this Part as due and payable 
in one instalment on the third instalment date of the income 
year. 

"(5) In this section-
"'Person incorrectly assumed to be a provisional 

taxpayer', means a person who-
"(a) Reasonably expected for an income year to be 

a provisional taxpayer; and 
"(b) Made an estimate of residual income tax for 

the income year; and 
"(c) On or before the third instalment date for 

taxpayers having the same income year as the 
person, ~d in accordance with the provisional tax 
rules as if it were provisional tax an amount of not 
less than $2,500; and 

"(d) Because the person's residual income tax for 
the income year did not exceed $2,500, was not in 
fact a provisional taxpayer in relation to the income 
year,-
but does not include a person whose residual income 
tax for the preceding income year did not exceed 
$2,500: 

" 'Residual income tax' means a person's residual income 
tax for an income year, within the meaning of section 
OB 1 of the Income Tax Act 1994,-
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"(a) As increased by an amount calculated in 
relation to the person and the income year under 
section KD 4 (2Xc) of the Income Tax Act 1994; or 

"(b) As reduced by an amount calculated in 
relation to the person and the income year under 
section KD 4 (2xa) of the Income Tax Act 1994. 

"120L. Meaning of unpaid tax and overeaid tax for 
provisional tax purposes-For the purposes of determining 
amounts of unpaid tax and overpaid tax in respect of 
instalment dates for an income year, a taxpayer's residual 
income tax is to be calculated in accordance with the definition 
of that term in section 1201<.. 

"120M. Where provisional tax paid by company does 
not count as overpaid tax-No amount of tax paid by a 
company is to be treated as overpaid tax to the extent that-

"(a) The tax is provisional tax paid by the company for an 
income year in excess of the company's residual 
income tax for the income year, and is retained by 
the Commissioner under section MD 2 of the 
Income Tax Act 1994 at any time after the 
company would, but for that secoon, be entitled to a 
refund of the tax; or 

"(b) The tax would not be in excess of the company's 
residual income tax for an income year, but for the 
payment of an instalment of proVISional tax being 
satisfied by an amount of further income tax in 
accordance with section MB 10 of the Income Tax 
Act 1994. 

"120N. Variation to definition of 'date interest starts' 
for provisional tax-Where the due date for the payment of 
tax IS an instalment date for provisional tax, the definition of 
'date interest starts' is to be construed as if the words 'the later 
of the follo\Ving days' and subparagraph (ii) were omitted from 
paragraph (b) of that definition. 

"1200. Variation to definition of 'date interest starts' 
for tax reconciliations-The definition of 'date interest 
starts' is to be construed as if the words 'the later of the 
following days' and subparagraph (ii) were omitted from 
paragraph (b) of that definition, where-

"(a) Section NC 15 (IXg) of the Income Tax Act 1994 or 
section 49 (1) or section 51 (1) of this Act applies; 
and 
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"(b) The discrepancy identified in a reconciliation statement 
is an amount of overpaid tax. 

"120p. Spreading tax liability or apportioning income 
back. over earlier income years-If, under a tax law,-

"(a) A taxpayer elects to spread a tax liability over the 
income year in respect of which the election is made 
('election income year') and one or more earlier 
income years; or 

"(b) The Commissioner apportions income over an income 
year ('apport;ionment income year') and one or 
more earlier Income years,-

to the extent the election or apportionment alters the 
taxpayer's liability to tax in an income year that precedes the 
election income year or apportionment income year, as the 
case may be (the extent of that altered liability being called 
'affected tax'), no interest is payable under this Part on the 
affected tax before the taxpayer's terminal tax date for the 
election income year or apportionment income year. 

"12OQ.. Due date for underestimation penalty tax-For 
the purposes of this Part, the due date for the payment by a 
taxpayer of underestimation penalty tax is deemed to be the 
taxpayer's third instalment date. 

"120R. Special provision for dividend withholding 
payments-For the purposes of this Part, in determining if a 
taxpayer has paid a dividend withholding payment,-

"(a) The taxpayer will be treated as if it has paid an amount 
of the tax when it elects by notice, under subsection 
(2) or subsection (3) of section NH 3 of the Income 
Tax Act 1994, to reduce an amount of loss; and 

"(b) Those subsections are to apply in any case as if the 
notice was given within the period for payment 
specified in section NH 3 (1) of that Act. 

"120s. Amount in nature of interest to be added to 
fringe benefit tax paid on annual or income year basis
(1) The fringe benefit tax payable in relation to an income year 
by an empfoyer who elects to pay the tax-

"(a) On an annual basis in accordance with section ND 3 of 
the Income Tax Act 1994; or 

"(b) On an income year basis in accordance with section 
ND 4 of the Income Tax Act 1994,-

is to be treated for the purposes of this Part-
"(c) As due and payable on the day after each quarterly due 

date for the payment of fringe benefit tax by 
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employers who have not elected to pay frin~e 
benefit tax on an annual or an income year basIS; 
and 

"(d) As payable in equal instalments. 
"(2) Notwithstanding subsection (lXd), if an employer is 

required to pay 5 instalments of fringe benefit tax in relation to 
an income year, for the purposes of this Part the first and fifth 
instalments shall each equal an amoWlt determined in 
accordance with the following formula: 

tXn 
3 

where-
"t Is the amoWlt of tax that would have been deemed 

payable on the relevant due date, if the total amount of 
tax payable for the income year were payable in only 4 
instalments; and 

"n Is the number of months in the relevant income year 
for which the relevant instalment of tax is paid. 

"(3) Where an employer's balance date is not the last day of 
a month, for the purposes of this Part the employer's fringe 
benefit tax liability is to be determined as if the balance date 
were the last day of the month in which it falls, except for the 
purpose of detennining the amount of interest payable in 
relation to an instalment. 

"120T. Interest on deferrable tax-{l) Interest continues 
to accrue on deferrable tax even though a taxpayer has or may 
have no liability at the time to pay the deferrable tax. 

"(2) Interest continues to accrue on non-deferrable tax even 
though the Commissioner has or may have no liability at the 
time to refund the non-deferrable tax. 

"120u. Bond provided in respect of tax deduction 
obligation-If-

"(a) Under a tax law, a taxpayer provides the Commissioner 
with a bond or other security so that the taxpayer is 
not required to deduct tax from a payment made to 
any person; and 

"(b) The Commissioner subsequendy determines that the 
payment was liable to a deduction of tax,-

the due date for the purpose of the definition of 'date interest 
starts' for the deduction of tax is the date on which the amount 
deducted would have been payable to the Commissioner, if a 
bond or other security had not been provided." 
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(2) Notwithstanding subsection (1), Part VII of the principal 
Act as it applied immediately before its repeal by this section 
continues to apply for the purposes of any other tax law 
(including section 42 of the Student Loan Scheme Act 1992) 
that exists interdependently with, or depends on, a provision in 
that Part VII. 

S7. Application of Part VIII-The principal Act is 
amended by inserting immediately before section 125, the 
following section: 

"124A. (1) This Part applies with respect to-
"(a) Every notice of assessment or reassessment issued by the 

Commissioner under a provision of the Inland 
Revenue Acts before 1 October 1996 in respect of a 
particular item or matter; and 

"(b) Every notice of reassessment issued by the 
Commissioner under a provision of the Inland 
Revenue Acts on or after 1 October 1996, if, before 
that date, a taxpayer has made a competent 
objection to a notice of assessment that precedes the 
notice of reassessment in respect of the same 
particular item or matter. 

"(2) The Commissioner may, with the written agreement of 
a taxpayer, specify that a notice of assessment or 
reassessment-

"(a) Issued before 1 October 1996, is to be treated as if it had 
been issued on or after that date (in which case the 
provisions of Parts IV A and VIllA are to apply to the 
notice); and 

"(b) Issued on or after 1 October 1996, is to be treated as if it 
had been issued before that date (in which case the 
provisions of Part VIII are to continue to apply to 
the notice)." 

SS. Certain rights of objection not conferred-Section 
125 of the principal Act is amended-

(a) By repe~g subparagra~h (iv) of paragraph 0), and 
substItuttng the follOWIng subparagraph: 

"(iv) Any of sections 21 to 23, 36 to 46, 58, 62, 63, 
80,88, 89~ 89~ 89M, 92,106,107,108, 108A, 108~ 
109, 110, Ill, 113 to 116, 118, 120A to 120u, 128A, 
131, 138N, 142A, 142c, 146, 150A, 157, 160, 166, 
167,174,176,177, 183A, 183B, 183D, and 183F of 
this Act,-": 
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(b) By inserting in paragraph (k), after the words "of 
objection", the words "or challenge". 

39. New sections substituted-The principal Act is 
amended by repealing section 128, and substituting the 
following sections: 

"128. Obligation to pay tax where competent objection 
lodged-(l) A taxpayer is liable to pay the non-deferrable tax 
relating to tax in dispute on the due date for payment of the 
tax as specified in the notice of assessment that is the subject of 
the competent objection or challenge. 

"(2) A taxpayer is not liable to pay-
"(a) The deferrable tax relating to any tax in dispute; or 
"(b) A shortfall penalty, where the penalty is payable m 

respect of any tax in dispute; or 
"(c) The interest accruing under Part VII on that deferrable 

tax or that shortfall penalty,-
until the due date for payment of that deferrable tax. 

"(3) If and to the extent that a taxpayer succeeds in objection 
proceedings, the Commissioner must, after the day of 
determination of final liability, refund or pay to, or apply on 
behalf of, the taxpayer-

"(a) The relevant non-deferrable tax (being overpaid tax); 
and 

"(b) Interest accrued on the non-deferrable tax under Part 
VII. 

"(4) This section applies only where a taxpayer lodges a 
competent objection. 

"128A. Waiver of payment or security-(l) The 
Commissioner may waive any requirement under section 128 
for the r,.ayment of non-deferrable tax relating to any tax in 
dispute if the Commissioner considers that-

"(a) The payment of the tax (or the provision of security) 
before the end of the relevant period of deferral will 
unduly prejudice a taxpayer's business or personal 
circumstances; and 

"(b) There is no risk to the revenue in waiving the payment 
(or the provision of security) until after the objection 
is determined. 

"(2) This section a.pplies only where a taxpayer lodges a 
competent objection.' 
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40. Wrong PAYE deduction determination a ground 
for objection-The principal Act is amended by repealing 
section 133, and substItuting the following section: 

"133. A taxJ>3:yer may object to an assessment that is issued 
by the Comnussioner in respect of a tax deduction on the basis 
of a determination made under section NC 1 of the Income 
Tax Act 1994, on the ground that the determination is wrong, 
whether in fact or in law." 

41. Test case procedure-Section 137 (3) of the principal 
Act is amended by inserting, after the words "similar 
objection", the words "or challenge". 

42. New Part VIllA inserted-The principal Act is 
amended by inserting, after section 138, the following Part: 

"PART VIllA 

"CHALLENGES 

"138A. Application of this Part -(1) This Part applies with 
respect to-

"(a) Every notice of disputable decision issued by the 
Commissioner under a provision of the Inland 
Revenue Acts on or after 1 October 1996; and 

"(b) Any assessment or reassessment or determination of the 
Commissioner in respect of which a notice of 
assessment or reassessment to which section 
124A (2Xa) applies has been issued before 1 October 
1996. 

"(2) This Part does not apply to any assessment or 
reassessment or determination or decision of the Commissioner 
to which Part VIII arplies by virtue of subsection (1) or 
subsection (2Xb) of sectIon 124A. 

"138B. When disputant entided to challenge 
assessment-(I) A disputant is entided to challenge an 
assessment by commencing proceedings in a hearing authority 
if-

"(a) The assessment includes an adjustment proposed by the 
Commissioner which the disputant has rejected 
within the applicable response period; and 

"(b) Where the assessment is an amended assessment, an 
adjustment proposed by the Commissioner that is 
included in the assessment-
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"(i) Imposes a fresh liability (being a liability that 
was not included in an earlier assessment) in respect 
of a particular; or 

"(ii) Increases an existing liability (being a liability 
that was included in an earlier assessment but to a 
lesser extent) in respect of a particular; and 

"(c) The disputant files the proceedings, in accordance with 
the Taxation Review Authority Regulations 1994 (or 
any regulations made in substitution for those 
regulations) or the High Court Rules, within the 
response period following the issue of the relevant 
notice of assessment. 

"(2) A disputant is entitled to challenge an assessment by 
commencing proceedings in a hearing authority if-

"(a) The assessment was the subject of an adjustment 
proposed by the disputant which the Commissioner 
has rejected by written notice within the applicable 
response period; and 

"(b) The disputant is subsequently issued with an amended 
assessment; and 

"(c) The disputant files the proceedings, in accordance with 
the Taxation Review Authority Regulations 1994 (or 
any regulations made in substitution for those 
regulations) or the High Court Rules, within the 
response period following the issue of the amended 
notice of assessment. 

"( 3) A disputant is entitled to challenge an assessment by 
commencing proceedings in a hearing authority if-

"(a) The Commissioner rejects, within the applicable 
response period, an adjustment proposed by the 
disputant and does not subsequently issue an 
amended assessment; and 

"(b) The disputant files the proceedings, in accordance with 
the Taxation Review Authority Regulations 1994 (or 
any regulations made in substitution for those 
regulations) or High Court Rules, within the 
response period of the written disputable decision 
from the Commissioner that the proposed 
adjustment will not be adjusted. 

"138c. When disputant entided to challenge disputable 
decision other than assessment-A disputant is entitled to 
challenge a disputable decision that is not an assessment by 
commencing proceedings in a hearing authority if-
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"(a) The disputable decision was the subject of an adjustment 
propo~ed by the disputant which the Commissioner 
has rejected; and 

"(b) The disputant files the proceedings in accordance with 
the Taxation Review Authority Regulations 1994 (or 
any regulations made in substitution for those 
regulations) or the High Court Rules, within the 
response period for the notice from the 
Commissioner rejecting the proposed adjustment. 

"138D. Challenge may in exceptional circumstances be 
commenced after response period-{ 1) If a hearing 
authority considers that exceptional circumstances apply, the 
hearing authority may, on application by a disputant, aIlow the 
disputant to commence a challenge to a notice of a disputable 
decision after the response period. 

"(2) For the purposes of subsection (I), an 'exceptional 
circumstance' is an event or circumstance beyond the control 
of a disrutant that provides the disputant with a reasonable 
justificatton for not commencin~ a challenge to a disputable 
decision within the response penod; but an act or omission of 
an agent of a disputant is not an exceptional circumstance 
unless the act or omission was caused by an event or 
circumstance beyond the control of the agent-

"(a) That could not have been anticipated; and 
"(b) The effect of which could not have been avoided by 

compliance with accepted standards of business 
organisation and professional conduct. 

"138E. Certain rights of challenge not conferred
(I) This Part does not confer a right of challenge with respect 
to-

"(a) A decision of the Commissioner under a tax law to 
enlarge or extend the time for giving notice, making 
an application, furnishing a tax return, or doing any 
other act, matter, or thing; or 

"(b) A decision of the Minister under a tax law, or an act, 
matter, or thing done or omitted by the Minister 
under a tax law; or 

"(c) A matter in respect of which provision is made by a tax 
law-

"(i) For a challenge or objection to the matter to 
be heard and determined by; or 

"(ii) For the matter to be inquired into, 
considered, reported upon, heard, decided, 
determined, or otherwise dealt with by; or 
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"(iii) For the matter to be the subject of any 
recommendation of,-
a special committee, tribunal, or authority (other 
than a Taxation Review Authority) established in 
that behalf or a person or official (other than the 
Commissioner); or 

"(d) A valuation or apportionment made by the Valuer
General under the Valuation of Land Act 1951 or 
the Income Tax Act 1994; or 

"(e) A matter which by a provision in-
"(i) The PAYE rules (except section NC 17); or 
"(ii) The provisional tax rules; or 
"(iii) Any of sections HK 7, HK 11, HK 26, IB 1, 

LC 1 to LC 3, LC 6, LC 7, LC 13 to LC 15, and 
MD 1 of the Income Tax Act 1994; or 

"(iv) Any of sections 21 to 23, 36 to 46,58, 62, 63, 
80, 88, 89c, 89K, 89M, 92, 106, 107, 108, 108A, 108B, 
109, 110, 111, 113 to 116, 118, 120A to 120u, 128A, 
131, I38N, 142A, 142c, 146, 150A, 157, 160, 166, 
167, 174, 176, 177, 183A, 183B, 183D, and 183F of 
this Act,-
is left to the discretion, jud~ent, opinion, approval, 
consent, or determinauon of the Commissioner; or 

"(f) A matter in respect of which a tax law provides that 
there shall be no right of objection or challenge to 
the decision of the Commissioner. 

"(2) Subsection (1) may be overruled by a tax law or other 
law that expressly confers a right of objection or challenge in 
respect of a decision made by any person. 

"138F. Challenging disputable decisions which are not 
assessments-(I) A disputant may challenge an assessment 
made by the Commissioner that takes account of or relies on a 
disputable decision, whether or not the disputant has issued a 
notice of proposed adjustment in respect of the disputable 
decision. 

"(2) Subsection (1) does not apply if-
"(a) The disputant has issued a notice of proposed 

adjustment in respect of the disputable decISion; and 
"(b) The disputant's grounds for challenging the assessment 

are the same grounds, or substantially the same as 
the grounds, that were specified in the notice of 
proposed adjustment. 

"(3) In subsection (1), a 'disputable decision' does not include 
an assessment. 
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"138G. Effect of disclosure notice: exclusion of 
evidence-{I) Unless subsection (2) applies, if the 
Commissioner issues a disclosure notice to a disputant, and the 
disputant challenges the disputable decision, the Commissioner 
and the disputant may raise in the challenge only-

"(a) The facts and evidence, and the issues arising from 
them; and 

"(b) The propositions of law,-
that are disclosed in the Commissioner's statement of position 
and in the disputant's statement of position. 

"(2) A hearing authority may, on application by a party to a 
challenge to a disputable decision, allow the applicant to raise 
in the challenge new facts and evidence, and new propositions 
of law, and new issues, if satisfied that-

"(a) The applicant could not, at the time of delivery of the 
ap'plicant's statement of position, have, with due 
diligence, discovered those facts or evidence; or 
discerned those propositions of law or issues; and 

"(b) Having regard to the provisions of section 89A and the 
conduct of the parties, the hearing authority 
considers that the admission of those facts or 
evidence or the raising of those pro£Ositions of law 
or issues is necessary to avoid manifest injustice to 
the Commissioner or the disputant. 

"( 3) For the purposes of subsection (1 ), a statement of 
position includes any additional information that the 
Commissioner and the disputant agree (under section 89M (13)) 
to add to the statement of position. 

"138H. Application to strike out proceedings-The 
Commissioner may apply to a hearing authority to strike out a 
challenge commenced by a disputant if the Commissioner 
considers that the disputant has failed to comply with any of 
the requirements of section 89M or section 138B. 

"1381. Obligation to pay tax during challenge-(I) A 
disputant is liable to pay die non-deferrable tax relating to any 
tax in dispute on the due date for payment of the tax specified 
in the notice of assessment that is the subject of the cballenge. 

"(2) A disputant is not liable to pay-
"(a) The deferrable tax relating to any tax in dispute; or 
"(b) A shortfall penalty, where the penalty is payable in 

respect of any tax in dispute; or 
"(c) The interest accruing under Part VII on that deferrable 

tax or that shortfall penalty-
until the due date for payment of that deferrable tax. 
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"(3) The Commissioner must, after the day of determination 
of final liability, refund or pay to, or apply on behalf of, a 
disputant whose challenge is successful-

"(a) The relevant non-deferrable tax; and 
"(b) Interest accrued under Part VII on that non-deferrable 

tax. 

"138J. Waiver of payment or security-The Com
missioner may waive any requirement under section 1381 for 
the payment of non-deferrable tax relating to any tax in dis
pute if the Commissioner considers that-

"(a) The payment of the tax (or the provision of security) 
1:iefore the end of the relevant period of deferral will 
unduly prejudice a taxpayer's business or personal 
circumstances; and 

"(b) There is no risk to the revenue in waiving the payment 
(or the provision of security) until after the challenge 
is determined. 

"138K. Determination of challenge not to affect other 
matters-The determination of a cballenge by a hearing 
authority under this Part-

"(a) Relates solely to the issue, income, item, or transaction 
that is the subject of the challenge; and 

"(b) Does not affect the right of the Commissioner-
"(i) To assess any other income, item, or 

transaction of any person; or 
"(ii) To amend the disputable decision which is 

the subject of the challenge in any manner rendered 
necessary by the assessment of any other income, 
item, or transaction. 

"138L. Challenging civil penalties-(I) A taxpayer 
assessed by the Commissioner for a civil penalty-

"(a) May challenge the penalty in the same way as a 
tax~yer may challenge the assessment of tax to 
which the penalty relates; and 

"(b) Has the same rights and obligations, in relation to 
proceedings concerning the penalty, as a person has 
ID relation to proceedings concerning the tax. 

"(2) Notwithstanding subsection (I), a taxpayer has no right 
to challenge-

"(a) A civil penalty imposed for-
"(i) The late provision of a tax retum; or 
"(ii) The late payment of tax; or 

"(b) The amount of the civil penalty. 
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"138M. Wrong PAYE deduction determination a 
ground for ch8llenge-A disputant may-

"(a) Dispute a notice of proposed adjustment; or 
"(b) Challenge an assessment-

that is issued by the Commissioner in respect of a tax 
deduction on the basis of a determination made under 
section NC I of the Income Tax Act 1994, on the ground that 
the determination is wrong, whether in fact or in Jaw. 

"138N. Proceedings may be transferred to different 
hearing authorities-(I) If a disputant commences a 
challenge in the High Court,-

"(a) The Commissioner may apply to the High Court to have 
the challenge transferred to a Taxation Review 
Authority; or 

"(b) The High Court may, of its own motion, transfer the 
challenge to a Taxation Review Authority. 

"(2) If a disputant commences a challenge in a Taxation 
Review Authority,-

"(a) The Commissioner may apply to-
"(i) The Authority to transfer a small claims 

challenge to the general jurisdiction of the Taxation 
Review Authority; or 

"(ii) The High Court to have the challenge 
transferred to the High Court; or 

"(b) The Authority may, of its own motion, transfer a small 
claims challenge to the general jurisdiction of the 
Taxation Review Authority or to the High Court. 

"(3) The High Court may order that any proceedings 
transferred to the High Court under this section are to be 
transferred into the Court of Appeal. 

"1380. Transfer &om small claims jurisdiction of 
Taxation R.eview Authority-{l) Ifa disputant commences a 
challenge to a disputable decision in the small claims 
jurisdiction of a Taxation Review Authority and the 
Commissioner considers-

"(a) That the proposed adjustment in dispute between the 
disputant and the Commissioner will or is likely to 
arise again in future assessments; or 

"(b) That the challenge involves or may involve significant 
legal issues of precedent; or 

"(c) That the facts of the challenge are either not clear or are 
in dispute; or 
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"(d) For any reason that the Authority acting in its small 
claims jurisdiction should not determine the 
challenge,-

the Commissioner may apply to-
"(e) The Authority requesting that the challenge be 

transferred to the general jurisdiction of the 
Authority; or 

"(f) The High Court requesting that the challenge be 
transferred to the High Court. 

"(2) A Taxation Review Authority acting in its small c1aims 
jurisdiction may require a challenge to be transferred to the 
Authority's general jurisdiction or to the High Court if the 
Authority considers-

"(a) That the challenge involves or may involve significant 
legal issues of precedent; or 

"(b) That the facts of the challenge are either not clear or are 
in dispute; or 

"(c) For any reason, that another hearing authority should 
hear the challenge. 

"138p. Powers of hearing authority-(l) On hearing a 
challenge, a hearing authority may-

"(a) Confinn or cancel or vary an assessment, or reduce the 
amount of an assessment, or increase the amount of 
an assessment to the extent to which the 
Commissioner was able to make an assessment of 
an increased amount at the time the Commissioner 
made the assessment to which the challenge relates; 
or 

"(b) Make an assessment which the Commissioner was able 
to make at the time the Commissioner made the 
assessment to which the challenge relates, or direct 
the Commissioner to make such an assessment. 

"(2) If the challenge relates to a disputable decision that is 
not an assessment, the hearing authonty-

"(a) Must not make or alter the disputable decision; and 
"(b) May direct the Commissioner to alter the disputable 

decision to the extent necessary to conform to the 
decision of the hearing authority with the effect the 
hearing authority speCifies. 

"(3) Subject to subsection (4), the Commissioner must make 
or alter an assessment or other disputable decision in such a 
way that it conforms to the hearing authority's determination. 
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"(4) The Commissioner is not r~uired to make or alter an 
assessment or other disputable decislon before the resolution of 
appeal procedures from the hearing authority. 

"(5) The time bars in sections 108, 108A, and 108B do not 
apply with respect to-

"(a) A determination of a hearing authority made under 
subsection (1 Xa) of this secOon or an alteration made 
by the Commissioner to an assessment for the 
purpose of conforming to such a determination; or 

"(b) An assessment made by a hearing authority under 
subsection (1 Xb) of this section or the Commissioner 
Wlder subsection (3) of this section. 

"138Q.. Challenges designated as test cases-(1) The 
Commissioner may designate a challenge as a test case, if the 
Commissioner considers that determination of the challenge is 
likely to be determinative of all or a substantial number of the 
issues involved in one or more other challenges. 

"(2) Test cases are to be heard in the High Court. 
"138R. Stay of proceedings for similar cases-(1) The 

Commissioner may stay proceedin~s by issuing a notice 
notifying a disputant that a challenge lS to be stayed because a 
test case on a similar challenge or objection is to be heard by 
the High Court. 

"(2) The Commissioner may issue a notice staying 
proceedings Wlder subsection (1) only if-

"(a) The Commissioner considers that the test case is likely to 
be determinative of all or a substantial number of 
the issues in the challenge proposed to be stayed; 
and 

"(b) The challenge proposed to be stayed has not been 
determined by a hearing authonty. 

"(3) When a disputant receives a notice staying proceedings, 
the disputant may issue a notice requiring that there be no stay 
of proceedings that notifies the Commissioner that the 
disputant requires the challenge to be heard even though a test 
case is to be heard. 

"(4) Within 14 days after the Commissioner receives a notice 
requiring that there be no stay of proceedings, the 
Commissioner may apply to the High Court for an order that 
the challenge be stayed pending the determination of the test 
case or the further order of the Court. 

"(5) If a challenge is stayed, the disputant or the 
Commissioner may apply to the High Court for an order that 
the challenge cease to be stayed. 
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"(6) A stay under subsection (1) lapses on the expiry of 
14 days following the day on which any of the following occurs: 

"(a) The expiry of the 14 day period specified in 
subsection (4), if the disputant has issued a notice 
requiring there to be no stay of proceedings and the 
Commissioner has not within the 14 day period 
made an application under subsection (4); or 

"(b) The making by the High Court of an order dismissing an 
application by the Commissioner under 
subsection (4); or 

"(c) The making by the High Court, on an application under 
subsection (5), of an order that the challenge cease 
to be stayed; or 

"(d) The detennination of the test case which caused the 
challenge to be stayed by the expiIation of all rights 
of appeal. 

"(7) For so long as a challenge is stayed,-
"(a) Any time limits or periods specified in or under this Act 

(other than in this section) in relation to the 
challenge are not to apply; and 

"(b) Where the stay of a challenge lapses, any time limits or 
periods so specified are to be treated as if they were 
extended by the period commencing with the date 
of the notice staying proceedings, and ending with 
the day on which die stay lapses. 

"(8) The Commissioner may give notices required by this 
section-

"(a) Personally; or 
"(b) By sending a copy of the notice to the disputant by 

registered post to the disputant at the disI;>utant s 
usual or last known place of abode or busmess in 
New Zealand, in which case it shall be deemed to 
have been received when in the ordinary course of 
post it would be delivered; or 

"(c) By service on a solicitor who accepts service in writing on 
behalf of the disputant, which service shall be 
deemed for the purposes of this section to be 
personal service on the disputant; or 

"(d) By effective delivery to an address for service supplied 
by the disputant to the Commissioner. 

"138s. Challenge to be heard before Taxation Review 
Authority-(I) A challenge to a disputable decision made by 
the Commissioner under-
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"(a) The Student Loan Scheme Act 1992, or any provision of 
this Act that applies in relation to an employer's 
obligation under the Student Loan Scheme Act 
1992; and 

"(b) The Child Support Act 1991, or any provision of this Act 
that applies in relation to an employer's obligation 
under the Child Support Act 1991; and 

"(c) Any other tax law, where that tax law or another tax law 
specifies that the disputable decision is to be 
determined by a Taxatton Review Authority,-

is to be commenced, heard, and finally determined by a 
Taxation Review Authority. 

"(2) Subsection (1) prevails over any other section in this 
Part." 

48. New Part IX substituted-The principal Act is 
amended by repealing Part IX, and substituting the following 
Part: 

"PART IX 
"PENALTIES 

"139. Purposes of this Part-The purposes of this Part 
are-

"(a) To encourage taxpayers to comply voluntarily with their 
tax ooligations and to co-operate with the 
Department; and 

"(b) To ensure that penalties for breaches of tax obligations 
are imposed impartially and consistently; and 

"(c) To sanction non-compliance with tax obligations 
effectively and at a level that is proportionate to the 
seriousness of the breach. 

"Civil Penalties 
"139A. Late filing penalties-(l) This section applies to tax 

returns required to be provided under-
"(a) Sections 33, 41 to 44, and 79 of this Act (in this Part 

referred to as 'annual tax returns'); and 
"(b) Section NC 15 (IXg) and (h) of the Income Tax Act 1994 

or regulation 3 of the Accident Rehabilitation and 
Compensation Insurance (Earnings Definitions) 
Regulations 1992 or any successor to that regulation 
(in this Part referred to as 'reconCiliation 
statements'). 

"(2) A taxpayer is liable to pay a late filing penalty if-
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"(a) The taxpayer does not provide an annual tax retwn or a 
reconciliation statement on time; and 

"(b) The Commissioner notifies the taxpayer that the penalty 
is payable. 

"( 3) The late filing penalty for an annual tax retwn for a 
taxpayer with net income-

"(a) Below $100,000, is $50; 
"(b) Between $100,000 and $1,000,000 (both figures 

inclusive), is $250; 
"(c) Above $1,000,000, is $500. 
"(4) The late filing penalty for a reconciliation statement is 

$250. 

"139B. Late payment penalty-(I) A taxpayer is liable to 
pay a late payment penalty if and to the extent the taxpayer 
does not pay on time the amount of tax (in this section referred 
to as 'the unpaid tax')-

"(a) That the taxpayer calculates as payable; or 
"(b) For which the taxpayer has been assessed. 
"(2) The late payment penalty is-
"(a) 5% of the unpaid tax; and 
"(b) 2% of the amount of tax to pay as at each day that falls 

one month after the day on which a penalty is 
imposed under paragraph (a) or this paragraph. 

"(3) An initial late payment penalty is to be added to the 
unpaid tax to which it relates on the day after the due date for 
payment of the unpaid tax. 

"(4) An incremental late payment penalty is to be added to 
the tax to pay to which it relates on the day after the last day 
of successive monthly intervals during which the tax to pay 
remains unpaid. 

"(5) If an incremental late payment penalty would, apart 
from this subsection, be added to any tax to pay on a date that 
does not exist in a month, the penalty is to be added to the tax 
to pay on the last day of the month. 

"(6) In this section-
"(a) The term 'tax to pay' means, at any time, an amount 

equal to the unpaid tax together with any late 
payment penalty that has been imposed in whole or 
ID part in respect of the unpaid tax, to the extent 
that at that time the amount remains unpaid: 

"(b) The unpaid tax is deemed to be the last part of any tax 
to pay that a taxpayer pays: 

"(c) The term 'unpaid tax'-
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"(i) Includes a deduction of tax that must be 
made and paid to the Commissioner under a tax 
law; but 

"(ii) Does not include a late payment penalty. 
"139c. Late payment penalty and provisional tax-(1) A 

late payment penalty will only arise on provisional tax that is 
unpaid at the expiry of an instalment date, or a Commissioner
set instalment date, to the extent that the provisional tax 
payable exceeds the provisional tax paid. 

"(2) In subsection (1)-
"'Commissioner-set instalment date' means a date 

specified by the Commissioner under section 
119 (4Xa): 

" 'Provisional tax paid', in respect of an instalment date or 
a Commissioner-set instalment date, means the 
amount of provisional tax paid by the provisional 
taxpayer on or before the instalment date or 
Commissioner-set instalment date, in relation to that 
instalment date or Commissioner-set instalment date; 
and includes any amount of provisional tax-

"(a) Paid in excess of the amount of provisional tax 
payable on any earlier instalment date or 
Commissioner-set instalment date for that income 
year; and 

"(b) Not credited to the amount of provisional tax 
payable on any earlier instalment date or 
Commissioner-set instalment date for that income 
year: 

" 'Provisional tax payable'-
"(a) In respect of an instalment date, means the 

lesser of the amount of provisional tax due on that 
instalment date in accordance with section MB 5 of 
the Income Tax Act 1994 and the relevant one of the 
following amounts: 

"(i) Where the taxpayer is required to pay 
provisional tax in 3 instalments, one-third 
of the taxpayer's residual income tax for 
the income year: 

"(ii) Where the taxpayer is entided to pay 
provisional tax in 2 instalments, one-half 
of the taxpayer's residual income tax for 
the income year: 

"(iii) Where the taxpayer is entided to pay 
provisional tax in one instalment, the 
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~payer's residual income tax for the 
mcome year: 

"(b) In respect of a Commissioner-set instahnent 
date, means the provisional tax payable on the 
Commissioner-set instalment date in accordance with 
section 119 (4Xa). 

"140. Where another person deducts and pays resident 
withholding tax-For the purposes of determining a person's 
liability to pay a late payment penalty, the deduction of or 
accounting for tax shall be deemed to have been made or done 
by the person if-

"(a) The person is liable to pay the late payment penalty 
for-

"(i) Not deducting an amount on account of 
resident withholding tax in accordance with the 
resident withholding tax rules; or 

"(ii) Not accounting for any tax deduction 
involving resident withholding tax in accordance 
with the resident withholding tax rules; and 

"(b) The person can satisfy the Commissioner that another 
person, in accordance with the resident withholding 
tax tax rules,-

"(i) Made the deduction; or 
"(ii) Accounted for the tax deduction. 

"140A. Underestimation penalty where income tax 
underestimated as at final mstalment date-(I) If-

"(a) A provisional taxpayer furnishes or is deemed to furnish 
an estimate to the Commissioner for an income 
year under section MB 3 of the Income Tax Act 
1994; and 

"(b) Either-
"(i) The taxpayer's residual income tax for the 

immediately preceding mcome year exceeds 
$2,500; or 

"(ii) The taxpayer's residual income tax for the 
income year to which the estimate relates exceeds 
$300,000 and the taxpayer's residual income tax for 
the year immediately preceding the income year to 
which the estimate relates does not exceed $2,500; 
and 

"(c) The estimate applying at the third instalment date is less 
than 80% of the taxpayer's applicable residual 
income tax liability for the income year; and 
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"(d) The total amount of provisional tax for the income year 
paid by the third mstalment date is less than 800/0 of 
the taxpayer's applicable residual income tax liability 
for the income year,-

the taxJ;>Clyer is liable to pay to the Commissioner an 
underestunation penalty equal to 10% of an amount of unpaid 
tax that is calculated as follows: 

x-y 
where-
"x lS-

"(a) The taxpayer's applicable residual income tax liabil
ity for the income year; or 

"(b) If the taxpayer is not a taxpayer who is r~uired to 
make an estimate under section MB 3 (2) of the 
Income Tax Act 1994, the lesser of-
"(i) The taxpayer's applicable residual income tax lia

bility for the income year; and 
"(ii) An amount equal to 105% of the taxpayer's 

residual income tax for the immediately preced
ing income year; and 

"y is the greater of-
"(a) The total of all amounts of provisional tax that have 

become due and payable by the taxpayer during the 
income year; and 

"(b) The total amount of provisional tax for the income 
year paid by the taxpayer by the third instalment 
date. 

"(2) In subsection (1), the term 'taxpayer's applicable residual 
income tax liability' for an income year, means the lesser of-

"(a) The residual income tax liability that the taxpayer 
specifies as the taxpayer's tax position in a tax 
return provided to the Commissioner for the year; 
and 

"(b) The taxpayer's residual income tax as first assessed for 
the year by the Commissioner. 

"140B.lmputation penalty tax payable where end of 
year debit balance-{l) A company that is liable to pay 
further income tax under section ME 9 (1) of the Income Tax 
Act 1994 in respect of an end of year debit balance is also liable 
to pay a special tax known as imputation penalty tax. 

"(2) The amount of the imputation penalty tax payable by a 
company is 10% of the amount of further income tax that gives 
rise to the liability for the imputation penalty tax. 
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"140c. Dividend withholding payment penalty tax 
payable where end of year debit &a1ance-(I) A company 
that is liable to pay further dividend withholding payment 
under section MG 9 (1) of the Income Tax Act 1994 in respect 
of an end of year debit balance is also liable to pay a special tax 
known as dividend withholding payment penalty tax. 

"(2) The amount of the dividend withholding payment 
penalty tax payable by a company is 10% of the amount of 
huther dividend withholding payment that gives rise to the 
liability for the dividend witliholding payment penalty tax. 

"140D. Application of other provisions of Act to 
imputation penalty tax and dividend withholding 
payment ~n8.lty tax -(I) Subject to the imputation rules, the 
aividend WIthholding payment Iules, and subsections (2) and (3) 
of this section, the other provisions of this Act and of the 
Income Tax Act 1994, so far as they are applicable and with 
any necessary modifications, shall apply with respect to 
imputation penalty tax and dividend withholding payment 
penalty tax as if each tax were income tax levied under 
section BB 1 of the Income Tax Act 1994. 

"(2) Nothing in the imputation rules is to be construed so as 
to include imputation penalty tax within the meaning of 
'income tax' or 'tax' for the purposes of-

"(a) The provisions listed in section OZ 1 (3)(a) to (0) of the 
Income Tax Act 1994; or 

"(b) The dividend withholding payment rules; or 
"(c) Part MF of the Income Tax Act 1994; or 
"(d) Calculating a taxpayer's residual income tax liability for 

the purposes of section 120K of this Act. 
"(3) Nothing in the dividend withholding payment rules is to 

be construed so as to include dividend withholding payment 
penalty tax within the meaning of 'income tax' or 'tax' for the 
puq>oses of-

"la) The provisions listed in section OZ 1 (3Xa) to (0) of the 
Income Tax Act 1994; or 

"(b) The imputation rules; or 
"(c) Part MF of the Income Tax Act 1994; or 
"(d) Section 120K of this Act. 
"141. Tax shortfalls-( 1) Tax shortfalls are to be calculated 

by the Commissioner in accordance with this section. 
"(2) A tax shortfall calculation is required each time a 

taxFo:yer is liable to pay a shortfall penalty. 
'(3) A separate tax shortfall calculation is required
"(a) For each return period; and 
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"(b) For each tax type. 
"(4) Each tax deemed to be another tax is a separate tax 

type. 
"(5) If-
"(a) In a return period a taxpayer is liable to pay more than 

one shortfall penalty involving a tax type; and 
"(b) The taxpayer has overstated an aspect of the taxpayer's 

liability to the tax in the return period,-
the relevant tax shortfalls in the return period are to be 
calculated taking into account on a pro rata basis the tax effect 
of the overstatement. 

"(6) If-
"(a) A taxpayer's tax position in respect of a tax type (in this 

subsection referred to as 'tax one') in a return period 
is adjusted by the Commissioner, and the tax effect 
of the adjustment is a tax shortfall; and 

"(b) As a result or consequence of the adjustment, the 
Commissioner also adjusts the taxpayer's tax 
position in respect of another type of tax (in this 
subsection referred to as 'tax two') in the same 
return period, and the tax effect of the further 
adjustment is an entitlement to a refund or to an 
increased refund of tax,-

the Commissioner may, for the purpose of imposing ajenalty, 
treat an amount up to the refund, or increased refun , of tax 
two as though it were tax one paid by the taxpayer in the 
return period, and in so doing reduce the tax shortfall for tax 
one. 

"(7) If-
"(a) A taxpayer's tax position in respect of a tax type in a 

return period is adjusted by the Commissioner, and 
the tax effect of the adjustment is a tax shortfall; 
and 

"(b) Linked to the adjustment, the Commissioner adjusts 
another taxpayer's tax position in respect of the 
same tax type in the same return period, and the 
tax effect of the further adjustment is an 
entitlement to a refund or an increased refund of 
tax; and 

"(c) The 2 taxpayers are associated persons within the 
meaning of section OD 8 of the Income Tax Act 
1994,-

the Commissioner may, for the purpose of imposing a penalty, 
treat an amount up to the refund, or increased refund, of tax 
as though it were tax paid by the taxpayer referred to in 
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paragraph (a) in the return period, and in so doing reduce that 
taxpayer's tax shortfall. 

"(8) The Commissioner may treat the compci!lies in a wholly
owned group as if they were a single taxpayer for the purposes 
of detenninmg a tax shortfall. 

"(9) If 2 types of tax have different return periods, the 
Commissioner may, for the purpose of determining a tax 
shortfall, specify that pa.r!: of one or more return penods for 
one of the tax types is to be treated as the same return period 
for the other tax type. 

"(10)If-
"(a) In a return period, a taxpayer takes a taxpayer's tax 

position-
"(i) In respect of, or as a consequence of entering 

into, an arrangement; or 
"(ii) In respect of an article, item, or matter; and 

"(b) In the same return period, the taxFlyer takes a similar 
or identical taxpayer's tax posltion-

"(i) In respect of, or as a consequence of entering 
into, a similar or identical arrangement; or 

"(ii) In respect of a similar or identical article, 
item, or matter,-

the tax shortfalls arising from the taxpayer's tax positions are 
to be aggregated and deemed to be one tax shortfall. 

"(11) If-
"(a) The Commissioner adjusts and increases a taxpayer's 

assessable income under section EC 1 of the Income 
Tax Act 1994; and 

"(b) The taxpayer elects to allocate that increase in 
assessable income to the year of adjustment (as 
specified in that section) and any other income 
year,-

the tax shortfall arising from the increase in assessable income 
is to be computed for the year of adjustment. 

"(12) The tax effect of a tax position taken by a taxpayer in a 
return period is to be calculated having regard to-

"(a) The marginal rate or rates of tax applicable to the 
taxpayer during the return period; and 

"(b) Where the taxpayer has no tax to pay in the return 
period, the rate of tax or lowest marginal rate of tax 
that would apply to the taxpayer during the return 
period, if the taxpayer had tax to pay. 

"(13) In this section, 'tax' does not include a civil penalty. 
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"141A. Not taking reasonable care-(l) A taxpayer is 
liable to pay a shortfall penalty if the taxpayer does not take 
reasonable care in taking the taxF--yer's tax position (referred 
to as 'not taking reasonable care ) and the taking of that tax 
position by that taxpayer results in a tax shortfall. 

"(2) The penalty payable for not taking reasonable care is 
20% of the resulting tax shortfall. 

"(3) A taxpayer who has, in taking the taxpayer's tax 
position, used an acceptable interpretation of tax law is also a 
taxpayer who has taken reasonable care in taking the 
taxpayer's tax position. 

"141B. Unacceptable interyretation-(I) For the purposes 
of this Part, an unacceptable mterpretation of a tax law is, in 
relation to a tax position taken by a taxpayer, an interpretation 
that-

"(a) Involves the interpretation or application of that tax law; 
and 

"(b) Fails to meet the standard of being, viewed objectively, 
about as likely as not to be correct. 

"(2) A taxpayer is liable to pay a shortfall penalty if-
"(a) The taxpayer's tax position involves an unacceptable 

interpretation of a tax law; and 
"(b) The tax shortfall arising from the taxpayer's tax position 

exceeds both-
"(i) $10,000; and 
"(ii) The lesser of $200,000 and one percent of the 

taxpayer's total tax figure for the relevant return 
penod. 

"(3) For the purposes of this section, a taxpayer's total tax 
figure is-

"(a) The amount of tax paid or payable by the taxpayer in 
respect of the retum period for which the taxpayer 
takes the taxpayer's tax position before any group 
offset election or subventton payment; or 

"(b) Where the taxpayer has no tax to pay in respect of the 
return penod-

"(i) Except in the case of GST, an amount equal to 
the product of-

"(A) The net losses of the taxpayer in respect of 
the return period, ascertained in 
accordance with the provisions of the 
Income Tax Act 1994; and 

"(B) The basic rate of income tax for companies 
in the relevant retum; or 
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"(ii) In the case of eST, the refund of tax to which 
the taxpayer is entitled for the return period,

that is shown as tax paid or payable, or as a net loss of the 
taxpayer, or as a refund to which the taxpayer is entitled, in a 
tax return provided on time by the taxpayer for the return 
period. 

"(4) Where subsection (2) applies, the shortfall penalty 
payable is 20% of the resulting tax shortfall. 

"(5) For the purposes of this section, the question whether 
any interpretatton of a tax law is acceptable or unacceptable 
shall be determined as at the time at which the taxpayer takes 
the taxpayer's tax position. 

"(6) For tax positions involving an interpretation of a tax law 
or laws that have been taken into account in a tax retUIn, the 
time the taxpayer takes the taxpayer's tax position is when the 
taxp'-yer proVldes the return containing the taxpayer's tax 
pOSItion. If the taxpayer does not provide a tax return for a 
return period, the taxpayer takes the taxpayer's tax position on 
the due date for providing the tax return. 

"(7) The matters that must be considered in determining 
whether the tax position taken by a taxpayer involves an 
unacceptable interpretation of a tax law include-

"(a) The actual or potential application to the tax position of 
all the tax laws that are relevant (including specific 
or general anti-avoidance provisions); and 

"(b) Decisions of a court or a Taxation Review Authority on 
the interpretation of tax laws that are relevant 
(unless the decision was issued up to one month 
before the taxpayer takes the taxpayer's tax 
position). 

"(8) For the purpose of determining whether the resulting 
tax shortfall is in excess of the amounts specified in subsection 
(2) (b),-

"(a) A tax return provided by
"(i) A partnership; or 
"(ii) Any other group of persons that derive or 

incur amounts jointly or are assessed together,-
is to be treated as if it were a tax return of every 
taxpayer who is a partner in the partnership or 
person in such group; and 

"(b) The tax rate in a return period applying with respect to 
a partnership is deemed to be the same as the basic 
rate of income tax for companies for the relevant 
period. 
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"(9) The amounts or the percentage specified in subsection 
(2) may be varied from time to time by the Governor-General 
by Order in Council. 

"141c. Gross carelessness-(I) A taxpayer is liable to pay a 
shortfall ~ty if the taxpayer is grossly careless in taking the 
taxpayer s tax position (referred to as 'gross carelessness'). 

"(2) The penalty payable for gross carelessness is 40% of the 
resulting tax shortfall. 

"( 3 ) For the pwposes of this Part, gross carelessness means 
doing or not doing something in a way that, in all the 
circumstances, suggests or implies complete or a high level of 
disregard for the consequences. 

"141D. Abusive tax position-(I) The purpose of this 
section is to penalise those taxpayers who, having applied an 
unacceptable interpretation to a tax law, have entered into or 
acted in respect of arrangements or interpreted or applied tax 
laws with a dominant purpose of taking, or of supporting the 
taking of, tax positions that reduce or remove tax liabilities or 
give tax benefits. 

"(2) A taxpayer is liable to pay a shortfall penalty if the 
taxpayer takes an abusive tax position (referred to as an 
'abusive tax position'). 

"(3) The penalty payable for taking an abusive tax position is 
100% of the resulting tax shortfall. 

"(4) This section applies to a taxpayer only if-
"(a) The taxpayer's tax position involves an unacceptable 

interpretation of a tax law; and 
"(b) The tax shortfall arising from the taxpayer's tax position 

exceeds $10,000. 
"(5) Section 141B (6) applies for determining the time when a 

taxJ?:.yer takes an abusive tax position. 
'(6) A taxpayer's tax position may be an abusive tax position 

if the tax p?sition is an incorrect tax position under, or as a 
result of, eIther or both of-

"(a) A general tax law; or 
"(b) A specific or general anti-avoidance tax law. 
"(7) For the purposes of this Part, an 'abusive tax position' 

means a tax position that,-
"(a) At the time at which the taxpayer's tax position is taken, 

involves the taking of an unacceptaole interpretation 
of a tax law; and 

"(b) Viewed objectively, the taxpayer takes-
"(i) In respect, or as a consequence, of an 

arrangement that is entered into Wlth a dominant 
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pu;.pose of avoiding tax, whether direcdy or 
mdirecdy; or 

"(ii) Where the tax position does not relate to an 
arrangement described in subparagraph (i), with a 
dominant purpose of avoiding tax, whether direcdy 
or indirecdy. 

"14lE. Evasion or similar act-(l) A taxpayer is liable to 
pay a shortfall penalty if, in taking a tax position, the 
taxpayer-

"(a) Evades the assessment or payment of tax by the 
taxpayer or another person under a tax law; or 

"(b) Knowingly aprlies or pennits the application of the 
amount 0 a deduction or withhofding of tax made 
or deemed to be made under a tax law for any 
purpose other than in payment to the 
Commissioner; or 

"(c) Knowingly does not make a deduction or withholding of 
tax required to be made by a tax law; or 

"(d) Obtains a refund or payment of tax, knowing that the 
taxpayer is not laWfully entided to the refund or 
payment under a tax law; or 

"(e) Enables another person to obtain a refund or payment of 
tax, knowing that the other person is not lawfully 
entided to the refund or payment under a tax 
law,-

(referred to as 'evasion or a similar act'). 
"(2) No person shall be chargeable with a shortfall penalty 

under subsection (1) (b) if that person satisfies the Commis
sioner that the amount of the deduction has been accounted 
for, and that the person's failure to account for it within the 
prescribed time was due to illness, accident, or some other 
cause beyond the person's control. 

"(3) If a taxpayer enables another person to obtain a refimd 
or payment of tax, knowing that the other person is not 
lawfully entided to the refund or payment under a tax law, the 
taxpayer is liable to pay to the Commissioner an amount equal 
to the shortfall penalty that would have been imposed if the 
other person's tax position had been the taxpayer's tax 
position. 

"(4) The penalty pa~ble for evasion or a similar act 
described in subsection (1) is 150% of the resulting tax shortfall. 

"141F. Officers liable to pay amounts equal to shortfall 
penalties-If-
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"(a) A taxpayer is required to make or account for a 
deduction or withholding of tax under a tax law; 
and 

"(b) An officer of the taxpayer fails to make a deduction or 
withhol~ of tax under a tax law or applies or 
permits to be applied the amount of the deduction 
or withholding of tax other than in payment to the 
Commissioner,-

the officer is liable to pay an amount equal to the shortfall 
penalty that applies to the taxpayer as a result of the tax 
position taken by the taxpayer. 

"141G. R.eduction in penalty for voluntary disclosure of 
tax shortfall-(I) A shortfall penalty payable by a taxpayer 
under any of sections 141 A to 141E may be reduced if, in the 
CommisSIoner's opinion, the taxpayer makes a full voluntary 
disclosure to the Commissioner of all the details of the tax 
shortfall, either-

"(a) Before the taxpayer is first notified of a pending tax 
audit or investigation (referred to in this section as 
'pre-notification disclosure'); or 

"(b) After the taxJ?Clyer is notified of a pending tax audit or 
investigatIon, but before the CommISsioner starts 
the audit or investigation (referred to in this section 
as 'post-notification disclosure'). 

"(2) The Commissioner may from time to time-
"(a) Specify the information required for a full voluntary 

disclosure; and 
"(b) The form in which it must be provided. 
"(3) The level by which the shortfall penalty is reduced
"(a) For pre-notification disclosure is 750/0: 
"(b ) For post -notification disclosure is 40%. 
"(4) A taxpayer is deemed to have been notified of a pending 

tax audit or investigation, or that the tax audit or investigation 
has started, if-

"(a) The taxpayer; or 
"(b) An officer of the taxpayer; or 
"(c) A shareholder of the taxpayer, if the taxpayer is a close 

company; or 
"(d) A tax adviser acting for the taxpayer; or 
"(e) A partner in partnership with the taxpayer; or 
"(f) A person acting for or on behalf of or as a fiduciary of 

the taxpayer,-
is notified of the pending tax audit or investigation, or that the 
tax audit or investigation has started. 
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"(5) An audit or investigation starts at the earlier of-
"(a) The end of the first interview an officer of the 

Department has with the taxpayer or the taxpayer's 
representative after the taxpayer receives the notice 
referred to in subsection (4); and 

"(b) The time when-
"(i) An officer of the Department inspects 

information (including books or records) of the 
taxpayer after the taxpayer receives the notice 
referred to in subsection (4); and 

"(ii) The taxpayer is notified of the inspection. 
"141H. R.eduction for disclosure of unacceptable 

interpretation-(l) A shortfall penalty payable by a taxpayer 
under section 141B or section 141D may be reduced if, ID the 
Commissioner's opinion, the taxpayer makes adequate 
disclosure of the taxpayer's tax position at the time, 
determined under secoon 141B (6), the taxpayer takes the 
taxpayer's tax position. 

"(2) The level by which a shortfall penalty is to be reduced 
for adequate disclosure is 750/0. 

"(3) The Commissioner may from time to time specify
"(a) The type of information required for adequate 

disclosure; and 
"(b) The form in which the information must be provided. 
"1411. R.eduction where temporary shortfall-(l) A 

shortfall penalty payable by a taxpayer under any of 
sections 141A to 141E must be reduced if and to the extent that 
the tax shortfall is temporary. 

"(2) The level by which a shortfall penalty is to be'reduced 
for a temporary tax shortfall is 75% of the penalty that applies 
to all or that part of the tax shortfall that is a temporary tax 
shortfall. 

"(3) A tax shortfall is a temporary tax shortfall for a return 
period if the Commissioner is satisfied that-

"(a) The tax shortfall has been permanendy reversed or 
corrected in an earlier or later return period, so that 
(disregarding penalties or interest) the taxpayer pays 
the correct amount of tax or calculates and returns 
the correct tax liability in respect of the item or 
matter that gave rise to the tax shortfall; and 

"(b) No tax shortfall will arise in a later return period in 
respect of a similar item or matter; and 
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"(c) No arrangement exists in any return period which has 
the purpose or effect of creating a further related 
tax. deferral or advantage; and 

"(d) The tax. shortfall was permanently reversed or corrected 
before the taxpayer is first notified of a pending tax. 
audit or investigation. 

"141J. Limitation on reduction of shortfall penalty
If-

"(a) A taxpayer who is liable to pay a shortfall penalty makes 
a voluntary disclosure in accordance with 
section 141 G or section 141 H; and 

"(b) The shortfall penalty is payable in respect of a 
temporary tax shortfall,-

the shortfall penalty-
"(c) Is to be reduced only once; and 
"(d) Will be reduced by 75%. 
"141K. Increased penalty for obstruction-(I) A shortfall 

penalty payable by a taxpayer under any of sections 141A to 
141E may be increased by the Commissioner if the taxpayer 
obstructs the Commissioner in determining the correct tax. 
position in respect of the taxpayer's tax. liabilities. 

"(2) The level by which a shortfall penalty may be increased 
for obstruction is 25%. 

"141L. Duty of Commissioner to report on application 
of penalties-( 1) The Commissioner shall, as soon as 
practicable after the end of each financial year, report in 
writing to the Minister on the manner in which the penalties 
provided for in sections 141A to 141E have been appliea in that 
financial year. 

"(2) The Minister shall, as soon as practicable, lay a copy of 
that report before the House of Representatives. 

"142. Due date for payment of late filing penalty
(1) The due date for payment of a late filing penalty IS the later 
of a date specified by the Commissioner (liemg a date not less 
than 30 days after the day on which the Commissioner notifies 
the taxpayer that the penalty is payable), and-

"(a) 7 February following the income year to which the tax. 
return relates, for annual tax returns to be provided 
by employees; or 

"(b) The terminal tax. date for the income year to which the 
tax. return relates, for annual tax returns to be 
provided by taxpayers who are not employees; or 
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"(c) For a reconciliation statement to which section 
NC 15 (IXg) of the Income Tax Act 1994 applies, 31 
May following the income year to which It relates; 
or 

"(d) For a reconciliation statement to which section 
NC 15 (IXh) of the Income Tax Act 1994 applies, 
the due date specified under that section; or 

"(e) For an employer's statement that is required, by 
regulation 3 of the Accident Rehabilitation and 
Compensation Insurance (Earnings Definitions) 
Regulations 1992 or any successor to that 
regulation, to be delivered within the time in which 
the employer is required to furnish the 
reconciliation statement to which section 
NC 15 (1)(g) or section NC 15 (IXh) of the Income 
Tax Act 1994 applies. 

"(2) In subsection (1), 'annual tax return' and 'reconciliation 
statement' have the meanings given to them in section 139A. 

"142A. New due date for payment of tax that is not a 
penalty-(I) If-

"(a) An assessment of tax is increased after the due date for 
the payment of the tax; or 

"(b) A taxpayer's liability to pay tax on a due date is 
increased beyond the amount of tax the taxpayer 
calculated as payable for the due date,-

the Commissioner must, in the notice of reassessment (in the 
case of paragraph (a)) or assessment (in the case of paragraph 
(b)) given to tbe taxpayer of the increase, fix a new date for the 
payment of the tax or increased tax. 

"(2) If an assessment of tax is increased less than 30 days 
before the due date for payment of the tax, the Commissioner 
must, in the notice of reassessment the Commissioner gives to 
the taxpayer of the increase, fix a new date for payment of the 
tax or mcreased tax. 

"(3) Subsections (1) and (2) do not apply-
"(a) To any provisional tax that remains unpaid on an 

instalment date; or 
"(b) If the Commissioner has notified the taxpayer before the 

due date for the payment of the tax that subsection 
(1) or subsection (2) will not apply in respect of the 
tax as calculated by the taxpayer, or in respect of an 
amount of tax estImated by the taxpayer; or 
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"(c) If the Commissioner considers that setting a new due 
date may prejudice the Commissioner's ability to 
recover the tax or increased tax. 

"(4) Any new date fixed by the Commissioner under this 
section must fall at least 30 days after the date of issue of the 
notice of assessment or reassessment. 

"(5) In this section, 'tax' does not include a civil penalty. 
"142B. Due date for shortfall penalties-A shortfall 

penalty is due and payable-
"(a) If the tax shortfall is an amount of unpaid tax-

"(i) For which no new due date is set, on such date 
as the Commissioner notifies the taxpayer to be the 
due date for payment of the penalty (which date 
shall be not less than 30 days after the date on 
which the Commissioner issues the taxpayer with a 
notice of assessment for the penalty); or 

"(ii) Which has a new due date set under section 
142A, on the due date for payment of the unpaid 
tax: 

"(b) In all other cases, on the date the Commissioner notifies 
the taxpayer to be the due date for payment of the 
penalty. 

"142c, Due date for payments by officers-The due date 
for payment of an amount payable by an officer under section 
141F is the due date for payment of the shortfall penalty by the 
taxpayer, 

"142D. Due date for repayment of excess refund or 
credit of tax-(1) Where the Commissioner is satisfied that a 
credit of tax ('excess tax credit') allowed or credited under a 
tax law is in excess of the amount properly allowable or able to 
be credited under that tax law and the excess tax credit has 
been paid as a refund, the amount of the excess shall be 
repayable and due on the later of-

"(a) The day specified by the Commissioner in the notice to 
the person requiring payment of the refund to the 
Commissioner; and 

"(b) 30 days after the date of that notice. 
"(2) If-
"(a) The Commissioner refunds too much tax to a taxpayer 

or credits a taxpayer with the payment of too much 
tax; and 

"(b) A tax law provides for that tax to be repayable to the 
Comnnssioner on a set date or on a date to be 
specified by the Commissioner; and 
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"(c) The Commissioner considers that apflying that tax law 
may prejudice the Commissioner s ability to recover 
that tax,-

tax is repayable to the Commissioner on the date specified by 
the Commissioner in a notice to the taxpayer given under this 
section. 

"142E. Due dates for payment of i:.r.utation penalty 
tax, dividend withholding pe ty tax, and 
underestimation penalty tax-(l) Imputation penalty tax is 
due and payable on 20 June following the end of the 
m;~~tation year in which occurred the end of year debit 
b ce giving rise to the liability for the further income tax 
and the unputation penalty tax. 

"(2) Dividend withholding payment penalty tax is due and 
payable on 20 June following the end of the imputation year in 
which occurred the end of year debit balance giving rise to the 
liability for the further dividend withholding payment and the 
dividend withholding payment penalty tax. 

"(3) Underestimation penalty tax is due and payable on the 
terminal tax date of the taxpayer who is liable to pay the 
penalty, for the income year to which the underpaid 
provisional tax relates. 

"142F. Due date for payment of deferrable tax
Deferrable tax is due and payable on the day which is the 30th 
day after the last day of the relevant period of deferral. 

"Criminal Penalties 

"143. Absolute liability offences-(l) A person commits 
an offence against this Act if the person-

"(a) Does not keep the books and documents required to be 
kept by a tax law; or 

"(b) Does not provide information (including tax returns and 
tax forms) to the Commissioner or any other person 
when required to do so by a tax law; or 

"(c) Does not apply for registration as required under section 
51 of the Goods and Services Tax Act 1985. 

"(2) No person may be convicted of an offence against 
subsection (l)(b) for not providing information (other than tax 
returns and tax forms) to the Commissioner, if the person 
proves that the person did not, as and when the person was 
required by the Commissioner to provide the information, have 
that information in the person s knowledge, possession, or 
control. 
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"(3) A person who is convicted of an offence against 
subsection (1) is liable-

"(a) The first time the person is convicted in relation to a 
particular type of offence, to a fine not exceeding 
$4,000: 

"(b) The second time the person is convicted of the same 
type of offence, to a fine not exceeding $8,000: 

"(c) On every other occasion the person is convicted of the 
same type of offence, to a fine not exceeding 
$12,000. 

"143A. Knowledge offences-(l) A person commits an 
offence against this Act if the person-

"(a) Knowingly does not keep the books and documents 
required to be kept by a tax law; or 

"(b) Knowingly does not provide information (including tax 
returns and tax forms) to the Commissioner or any 
other person when required to do so by a tax law; or 

"(c) Knowingly provides altered, false, incomplete, or 
misleading information (including tax returns and 
tax forms) to the Commissioner or any other person 
in respect of a tax law or a matter or thing relating 
to a tax law; or 

"(d) Knowingly applies or permits the application of the 
amount of a deduction or withholding of tax made 
or deemed made under a tax law for any purpose 
other than in payment to the Commissioner; or 

"(e) Knowingly does not make a deduction or withholding of 
tax required to be made by a tax law; or 

"(f) Knowingly issues 2 tax invoices (as defined in the Goods 
and Services Tax Act 1985) in respect of the same 
taxable supply. 

"(2) No person may be convicted of an offence under 
subsection (1 )(b) for knowingly not providing information (other 
than tax returns and tax forms) to the Commissioner if the 
person proves that the person did not, as and when the person 
was required by the Commissioner to provide the information, 
have that information in the person's knowledge, possession, or 
control. 

"(3) No company may be convicted of an offence under 
subsection (lXd) for knowingly applying or permitting the 
application of a dividend withholding payment deduction for a 
purpose other than in payment to the Commissioner, if the 
company satisfies the Court that the amount of the deduction 
has been accounted for, and that any failure to account for it 
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within the prescribed time was due to accident or other cause 
beyond the control of the company. 

"(4) No person may be convicted of an offence under 
subsection (IXd) for knowingly applying or permitting the 
application of an amount of withholding or deduction of tax 
for a purpose other than in payment to the Commissioner, if 
the person satisfies the Court that the amount of the deduction 
or withholding has been accounted for, and that the person's 
failure to account for it within the prescribed time was due to 
illness, accident, or other cause beyond the person's control. 

"( 5) Without limiting any other provision of this Act, the 
tenn 'withholding or deduction of tax' in subsection (4) 
includes-

"(a) A source deduction payment: 
"(b) A combined tax and earner premium deduction: 
"(c) A deduction of non-resident withholding tax: 
"(d) A deduction of resident withholding tax: 
"(e) A deduction of specified superannuation contribution 

withholding tax. 
"(6) No company is to be treated as having committed an 

offence under subsection (1 Xe) for knowingly not making a 
deduction of dividend withholding payment in respect of a 
dividend derived, if-

"(a) The company deducted an estimate of the amount of 
dividend withholding payment payable; and 

"(b) The Commissioner is satisfied that-
"(i) The company's failure was because it was not 

practicable for the company to calculate with 
accuracy, at the time of derivation, under section 
LF 2 of the Income Tax Act 1994, the amount of 
underlying foreign tax credit arising with respect to 
the dividend; and 

"(ii) The estimate is a reasonable one. 
"(7) Subject to subsections (8) and (9), a person who is 

convicted of an offence against subsection (1) is liable-
"(a) The first time the person is convicted in relation to a 

particular type of offence, to a fine not exceeding 
$25,000; and 

"(b) On every other occasion the person is convicted for the 
same type of offence, to a fine not exceeding 
$50,000. 

"(8) A person who is convicted of a knowledge offence 
against subsection (IXd), where the offence does not relate to

"(a) Section 157 of this Act; or 
"(b) Section 43 of the Goods and Services Tax Act 1985; or 
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"(c) Another tax law specifying obligations in relation to 
withholdings or deductIons of tax that operates by 
incorporating, or by reference to, section 157 of this 
Act,-

is liable on each occasion the person is convicted of that type of 
offence to-

"(d) Imprisonment for a term not exceeding 5 years; or 
"(e) A fine not exceeding $50,000; or 
"(f) Both. 
"(9) A person who is convicted of an offence against 

subsection (1)(b) or subsection (1 Xc) relating to information 
required to be provided under section 59 or section 61 of this 
Act is liable to a fine not exceeding $50,000. 

"143B. Evasion or similar ofTence-( 1) A person commits 
an offence against this Act if the person-

"(a) Knowingly does not keep the books and documents 
required to be kept by a tax law; or 

"(b) Knowingly does not provide information (including tax 
returns and tax forms) to the Commissioner or any 
other person when required to do so by a tax law; or 

"(c) Knowingly provides altered, false, incomplete, or 
misleading information (including tax returns and 
tax forms) to the Commissioner or any other person 
in respect of a tax law or a matter or thing relating 
to a tax law; or 

"(d) Knowingly does not make a deduction or withholding of 
tax required to be made by a tax law; or 

"(e) Pretends to be another person for any purpose or reason 
relating to a tax law,-

and does so-
"(f) Intending to evade the assessment or payment of tax by 

the person or any other person under a tax law; or 
"(g) To obtain a refund or payment of tax in the knowledge 

that the person is not lawfully entided to the refwid 
or payment under a tax law; or 

"(h) To enable another person to obtain a refund or payment 
of tax in the knowledge that the other person is not 
lawfully entided to the refimd or payment under a 
tax law. 

"(2) A person who evades or attempts to evade the 
assessment or payment of tax by the person or another person 
under a tax law commits an offence against this Act. 

"(3) A company does not commit an offence agairlst 
subsection (I Xd) for knowingly not making a deduction of a 
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dividend withholding payment in respect of a dividend derived 
if-

"(a) The company deducted an estimate of the amount of 
dividend withholding payment payable; and 

"(b) The Commissioner is satisfied that-
"(i) The company's failure was because it was not 

practicable for the company to calculate with 
accuracy, at the time of derivation, under section LF 
2 of the Income Tax Act 1994, the amount of 
underlying foreign tax credit arising with respect to 
the dividend; and 

"(ii) The estimate was a reasonable one. 
"(4) A person who is convicted of an offence against 

subsection (1) or subsection (2) is liable to-
"(a) Imprisonment for a term not exceeding 5 years; or 
"(b) A fine not exceeding $50,000; or 
"(c) Both. 
"143c. Offence for 6ill.ure of officers of Department to 

maintain secrecy-( 1) A person who knowingly acts in 
contravention of a provision of section 81 commits an offence 
against this Act. 

"(2) A person who is convicted of an offence under 
subsection (1) is liable to-

"(a) Imprisonment for a term not exceeding 6 months; or 
"(b) A fine not exceeding $15,000; or 
"(c) Both. 
"1430. Offence for 6ill.ure of other persons to maintain 

secrecy-( 1) If a person-
"(a) To whom section 86 applies, being an employer or the 

principal of an agent, knowingly or negligendy 
aIlows; or 

"(b) Who is a director, manager, secretary, member, or 
principal officer of that employer or principal, or a 
person purporting to act in any of those capacities, 
knowingly allows-

an officer, employee, or agent of that emplo}'er or principal to 
acquire, have access to, or be given any of the information 
referred to in section 86 (5) before the officer, employee, or 
agent has given a certificate to the effect and in the manner 
prescribed In section 86, that employer or principal or, as the 
case may be, the director, manager, secretary, member, or 
princiF. officer, or person purporting to act in any of those 
capaCIties, commits an offence against this Act. 



1490 Tax Administration Amendment (No. 2) 1996, No. 56 

"(2) A person who is convicted of an offence against 
subsection (1) is liable to a fine not exceeding $15,000. 

"(3) A person to whom section 86 applies who knowingly 
acts in contravention of a provision of that section commits an 
offence against this Act. 

"(4) A person who is convicted of an offence against 
subsection (3) is liable to-

"(a) Imprisonment for a term not exceeding 6 months; or 
"(b) A fine not exceeding $15,000; or 
"(c) Both. 
"(5) Subsections (3) and (4) do not apply to an offence against 

subsection (1). 
"143E. Secrecy requirements where information given 

by Department-(I) A person commits an offence against this 
Act if the person-

"(a) Knowingly fails to comply with section 87 (1 Xa) before 
acguiring or obtaining access to any restricted 
information; or 

"(b) Having certified in the manner prescribed by section 
87 (3), knowingly communicates any restricted 
information in contravention of section 87 (1 Xb). 

"(2) A person who is convicted of an offence against 
subsection (1) is liable to-

"(a) Imprisonment for a term not exceeding 6 months; or 
"(b) A fine not exceeding $15,000; or 
"(c) Both. 

"143F. Offence in relation to inquiries-(I) A person 
commits an offence against this Act if the person-

"(a) Is summoned under section 18 and refuses or wilfully 
neglects to appear before the District Court Judge or 
to take oath as a witness before the District Court 
Judge; or 

"(b) Is swom as a witness at an inquiry under section 18 and 
refuses or wilfully neglects to answer any question 
put to the ?erson touching upon the subject-matter 
of the inquuy; or 

"(c) Is required to give evidence under section 19 and refuses 
or wilfully neglects to appear before the 
Commissioner or authorised officer or to take an 
oath as witness before the Commissioner or 
authorised officer; or 

"(d) Is swom as a witness at an inquiry under section 19 and 
refuses or wilfully neglects-
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"(i) To answer any question put to the person 
touching upon the subject-matter of the inquiry; or 

"(ii) To produce to the Commissioner or 
authorised officer a document required to be 
produced under section 19 (1). 

"(2) A person who is convicted of an offence against 
subsection (1) is liable-

"(a) The first time the person is convicted of that type of 
offence to-

"(i) A fine not exceeding $2,000; or 
"(ii) A fine not exceeding $50 for each day of 

default; or 
"(iii) Both; and 

"(b) The second time the person is convicted of the same 
type of offence to-

"(i) A fine not exceeding $4,000; or 
"(ii) A fine not exceeding $100 for each day of 

default; or 
"(iii) Both; and 

"(c) On every other occasion the person is convicted of the 
same type of offence to-

"(i) A fine not exceeding $6,000; or 
"(ii) A fine not exceeding $150 for each day of 

default; or 
"(iii) Both. 

"143G. Offence in relation to court orders-(I) A person 
who fails to comply with the terms of a Court order made 
under section 1 7 A commits an offence against this Act. 

"(2) A person who is convicted of an offence under 
subsection (I) is liable to the same ~ties that may be 
imposed under section 112 of the Distnct Courts Act 1947 for 
offences to which that section applies. 

"143H. Obstruction-(I) A person who obstructs the 
Commissioner or an officer of the Department acting in the 
lawful discharge of the duties or in the exercise of the 
Commissioner's or officer's powers under a tax law commits an 
offence against this Act. 

"(2) A person who is convicted of an offence under 
subsection (1) is liable-

"(a) The first time the person is convicted of that type of 
offence, to a fine not exceeding $25,000; and 

"(b) On every other occasion the person is convicted of the 
same type of offence, to a fine not exceeding 
$50,000. 
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"144. Certain offences in relation to Stamp and Che<J.ue 
Duties Act 1971-(1) A person commits an offence agamst 
this Act if the person-

"(a) Executes an instrument of conveyance to which section 
16 of the Stamp and Cheque Duties Act 1971 
applies, but which does not contain the recital 
required by section 16 (2) of that Act; or 

"(b) Issues a certificate of tide that is an instrument of 
conveyance, before presenting the certificate for 
stamping; or 

"(c) Fails to comply with-
"(i) A provision of section 70 (1) of the Stamp and 

Chesue Duties Act 1971; or 
"(il) A condition or limitation subject to which the 

Commissioner has given an exemption under 
section 70 (2) of the Stamp and Cheque Duties Act 
1971; or 

"(d) Being a bank licensed under section 81 of the Stamp and 
Cheque Duties Act 1971, fails to comply with a 
proVISion of that section or of any licence granted 
under that section; or 

"(e) Being a printer licensed under section 82 of the Stamp 
and Cheque Duties Act 1971, fails to comply with a 
provision of that section or of a licence granted 
under that section; or 

"(f) Fails to comply with a provision of section 84 of the 
Stamp and Cheque Duties Act 1971; or 

"(g) Being licensed under section 83 of the Stamp and 
Cheque Duties Act 1971, or being a printer 
authorised under that section, fails to comply with a 
provision of that section, or of a licence or authority 
granted under that section; or 

"(h) Being a credit card agency, fails to comply with section 
86D (1) and (2) of the Stamp and Cheque Duties Act 
1971; or 

"(i) Being a company, contravenes or fails to comply with 
section 90 (1) of the Stamp and Cheque Duties Act 
1971; or 

"G) Fails to comply with-
"(i) A provision of section 91 (1) of the Stamp and 

Chegue Duties Act 1971; or 
"(il) A condition or limitation subject to which the 

Commissioner has given an exemption under 
section 91 (2) of the Stamp and Cheque Duties Act 
1971. 



1996, No. 56 Tax Administration Amendment (No. 2) 1493 

"(2) A person commits an offence against this Act if the 
person-

"(a) Stamps an instrument that has not been presented for 
stamping; or 

"(b) Without first being licensed or authorised under Part VI 
of the Stamp and Cheque Duties Act 1971 to do so, 
prints on a bill of exchange or bill of exchange form 
an inscription indicating that the cheque duty for 
the bill or form has been paid. 

"(3) A person required under section 53 of the Stamp and 
Cheque Duties Act 1971 to present an instrument for stamping 
who is liable to pay stamp duty on the instrument or who has 
possession or control of It, or of a duplicate, counterpart, or 
copy of it, and who fails to present the instrument for stamping 
within the time specified by the Commissioner, commits an 
offence against this Act. 

"(4) No ~erson is to be convicted of an offence under 
subsection (3) for not presenting an instrument for stamping, if 
the person can show reasonabfe cause for the person's faifure 
to present an instrument for stamping within the time specified 
by the Commissioner under section 53 of the Stamp and 
Cheque Duties Act 1971. 

"(5) A person who is convicted of an offence against 
subsection (1) is liable to a fine not exceeding $12,000. 

"( 6) A person who is convicted of an offence against 
subsection (2) is liable to a fine not exceeding $20,000. 

"(7) A person who is convicted of an offence against 
subsection (3) is liable to a fine not exceeding $25,000. 

"145. Penalties for offences for which no specific 
penalty imposed-A person who is convicted of an offence 
against this Act or any other Inland Revenue Act for which no 
penalty is prescribed is liable-

"(a) The first time the person is convicted of that type of 
offence, to a fine not exceeding $15,000; and 

"(b) On every other occasion the person is convicted of the 
same type of offence, to a fine not exceeding 
$25,000. 

"146. Publication of names-(l) The Commissioner must 
publish, in the Gazette, lists of persons who have been-

"(a) Liable t<;> pay a shortfall penalty for taking an abusive tax 
posltlon; or 

"(b) Liable to pay a shortfall penalty for evasion or a similar 
act; or 
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"(c) Convicted under section 143A (IXd) of the offence of 
knowingly applying or pemritting the application of 
an amount of a deduction or withholding of tax 
made or deemed made under a tax law for a 
purpose other than ID payment to the 
Commissioner; or 

"(d) Convicted under section 143B of evasion or a similar 
offence; or 

"(e) Convicted for aiding, abetting, inciting, or conspiring 
with another person to evade tax or to commit an 
offence of the type specified in paragraph (c). 

"(2) The Commissioner must not publish the name of a 
taxpayer who-

"(a) Voluntarily discloses to the Commissioner complete 
information and full particulars of-

"(i) The relevant offence; or 
"(ii) The taxpayer's tax position giving rise to the 

relevant shonfall penalty; and 
"{b} Makes the disclosure under section 141G {5} before the 

Commissioner starts an audit or investigation of the 
taxpayer. 

"(3) Every list published under this section must specify
"(a) The name, address, and occupation or description of the 

taxpayer; and 
"(b) Such paniculars of the offence or tax position as the 

Commissioner thinks fit; and 
"(c) The amount or estimated amount of unpaid tax; and 
"(d) The amount of any fine or penalty imposed; and 
"{e} The year in which the liability to pay a shonfall penalty 

arose or the offence occurred. 
"(4) A copy of every list published under this section must be 

laid before the House of Representatives. 
"147. Employees and officers-{I} An employee, agent, or 

officer of a oody corporate commits an offence against this Act 
if-

"(a) The body corporate commits an offence against this Act 
(the 'principal offence'); and 

"(b) The principal offence-
"(i) Was caused by an act done or carried out by, 

or by an omission of, or through knowledge 
attributable to, the employee, agent, or officer; or 

"(ii) Is evasion committed by the employee, agent, 
or officer. 
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"(2) An employee, agent, or officer who does or carries out 
the act or onnssion, or has the knowledge or intent referred to 
in subsection (I), is liable on conviction for up to the same 
maximum fine or term of imprisonment, or bOth, that could 
apply to an individual, if an individual had committed the 
pnncipal offence. 

"(3) An employee or officer of a body corporate includes a 
person who, by reason of the person's employment with, or 
position in relation to, the body corporate, is responsible by 
law, contract, or otherwise for undertaking an action on behalf 
of the body corporate. 

"148. Aiding or abetting-(I) A person who aids, abets, 
incites, or conspires with another person to commit an offence 
(the 'principal offence') against this Act also commits an 
offence agamst this Act. 

"(2) A person convicted of an offence of aiding, abetting, 
inciting, or conspiring under subsection (I) is liable for up to the 
same maximum fine or term of imprisonment, or both, that 
could apply to a person who commits the principal offence. 

"Proceedings and Evidence 
"149. Imposition of civil and criminal penalties

(I) Each time a taxpayer breaches a tax obligation the taxpayer 
may be liable to a civil penalty or, on conviction, to a criminal 
penalty, or to both. 

"(2) A taxpayer is liable to only one shortfall penalty for each 
tax shortfall. 

"(3) If a taxpayer could, apart from subsection (2), be liable 
to more than one shortfall penalty for a tax shortfall, the 
highest shortfall penalty is to be imposed. 

"(4) The Commissioner may assess and impose civil penalties 
after a taxpayer has been prosecuted for an offence under this 
Act, whether or not the prosecution is successful. 

"(5) If a shortfall penalty has been imposed on a taxpayer for 
taking an incorrect tax position, the Commissioner may not 
subsequently prosecute the taxpayer for taking the incorrect 
tax position. 

"149A. Standard of proof and onus of proof-(I) The 
standard of proof in civif proceedings relating to the imposition 
of penalties is the balance of probal>ilities. 

"(2) The onus of proof in civil proceedings-
"(a) Relating to evasion or similar act to which section 141E 

applies or to obstruction rests with the 
Commissioner: 
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"(b) Relating to any other matter or thing rests with the 
taxpayer. 

"( 3) The standard of proof in criminal proceedings relating to 
the imposition of penalties is beyond reasonable doubt. 

"( 4) The onus of proof in criminal proceedings relating to 
any matter or thing rests with the Commissioner. 

"(5) The standard of proof for the purposes of an application 
for a Court order under section 1 7 A is the bcilimce of 
probabilities. 

"(6) The onus of proof for the purposes of an application for 
a Court order under section 17 A rests with the Commissioner. 

"I49B. Proceedings for offences-(I) The offences 
specified in-

"(a) Sections I43A (IXd) and I43B (1) and (2); and 
"(b) Sections 147 (1) and 148 (1), where the principal offence 

is triable on indictment,-
are triable on indictment on the information of the 
Commissioner. 

"(2) The other offences specified in this Act are triable 
summarily on the information of the Commissioner. 

"(3) Nothing in subsection (1) or subsection (2) applies to 
offences against section I43G. 

"150. Information may c~ several offences-(I) An 
information may charge the de1endant with any number of 
offences against this Act (other than offences against any of 
sections I43A (IXh), 1438 (IXh), I43c (1), I43D (1), I43E (1), 
143F (1), 143H (1), and 147 (1)), or against the provisions of any 
former Act, if those offences are founded on the same set of 
facts, or form or are part of a series of offences of the same or 
a similar character. 

"(2) If an information charges more than one offence, 
~culars of each offence charged shall be set out separately 
ID the information. 

"( 3) All charges shall he heard together unless the Court, 
either before or at any time during the hearing, considers it just 
that a charge should be heard separately and makes an order 
to that effect. 

"(4) In this section and in sections I50A, 150B, and 152, 
references-

"(a) To an offence against section I43A (I)(b) or section 
I43H (1) means an offence relating to any of sections 
6 to 12, 16 to 20,35,40,81 to 87, 105, 147, I50c, 
224 (1), and 227 of this Act; and 
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"(b) To an offence against section 147 (1) means an offence 
relating to any of sections 16 to 19, 35, and 40 of 
this Act,-

and references to sections I43A (I)(b), I43H (1), and 147 (1), are 
to be construed accordingly. 

"I50A. Information may be laid within 1 0 years for 
income tax and eST ofTences-(I) An information for an 
offence against-

"(a) This Act (other than an offence against any of sections 
I43A (IXb), I43B (IXb), I43c (1), 1430 (1), I43E (1), 
I43F (1), I43H (1), and 147 (1)); or 

"(b) Any regulation made under section 225 of this Act or 
unaer the Income Tax Act 1994 or the Goods and 
SeIVices Tax Act 1985-

may be laid at any time within 10 years after the termination 
of the year in which the offence was committed. 

"(2) Subsection (1) applies only where the offence against this 
Act relates to a tax law that is a provision of the Income Tax 
Act 1994 or the Goods and SeI'Vlces Tax Act 1985, or to an 
obligation that exists in relation to either of those Acts. 

"I50B. Information may be laid within 4 years for 
stamp duty and lPMing duty ofTences-( 1) An iriformation 
for an offence agamst-

"(a) This Act (other than an offence against any of sections 
I43A (IXb), I43B (IXb), I43c (1), 1430 (1), I43E (1), 
143F (1), I43H (1), and 147 (1)); or 

"(b) Any regulation made under the Stamp and Cheque 
Dunes Act 1971 or the Gaming Dunes Act 1971-

may be laid at any time within 4 years after the date on which 
the offence was committed. 

"(2) Subsection (1) applies only where the offence against this 
Act relates to a tax law that is a provision of the Stamp and 
Cheque Duties Act 1971 or the Gaming Duties Act 1971, or to 
an obligation that exists in relation to either of those Acts. 

"I50c. Authority to lay information-The fact that an 
officer of the Department authorised in that behalf by the 
Commissioner lays an information for an offence a~t this 
Act or any other tax law is conclusive evidence of the officer's 
authority to do so. 

"1500. Evidence in proceedings for failure to furnish 
returns or information-In any proceedings against a 
pe;son for refusing or failing to provide a tax return or written 
information or to produce for inspection any books or 
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documents as and when required by any Act or by the 
Commissioner, a certificate signed by the Commissioner, that 
the tax return, information, books, or documents have not 
been received at the time required shall, in the absence of 
proof to the contrary, be sufficient evidence that the person has 
refused or failed to furnish the return, information, books, or 
documents, as the case may be. 

"150E. Evidence inconsistent with instrument not 
admissible to reduce stamp duty-Unless otherwise 
expressly provided by the Stamp and Che<J.ue Duties Act 1971, 
no evidence that is inconsistent with an InStrument is to be 
admissible for the purpose of reducing the amount of stamp 
duty that appears to be payable on the instrument, or of 
exempting the instrument from payment of any stamp duty. 

"151. Non-Ji»resentation of instrument for stamping
Unless otherwISe provided, the presentation of an instrument 
for stamping, or the assessment of stamp duty or penalty, does 
not constitute a condition precedent for the right of the Crown 
to sue for and recover any stamp duty or peDa.1ty payable on 
the instrument. 

"152. Evidence of financial or property transactions
(1) A record, or entry in a record, made in the regular course of 
business by a person (not being a bank. as defined in section 2 
of the Bankirig Act 1982) in carrying on any business is 
admissible in any specified proceedings (as defined in 
subsection (16) of this section) as evidence of the transactions, 
dealings, matters, and amounts disclosed in that record or 
entry. 

"(2) Subject to this section, a copy of a record, or of an entry 
in a record, that would be admissible in evidence under 
subsection (1), or a copy of any such copy, is admissible as 
evidence of the record or entry and of the transactions, 
dealings, matters, and amounts disclosed in that record or 
entry, whether or not notice to produce the record or entry or 
c0P'y has been given. 

'( 3 )The circumstances of the making of a record, entry, or 
copy that would be admissible in evidence under subsection (1) 
or subsection (2) does not affect its admissibility; but, in 
estimating the weight, if any, to be attached to it, regard is to 
be had to all the circumstances from which an inference can 
reasonably be drawn as to its accuracy or otherwise, and in 
particular to the question whether or not it was made 
contemporaneously with the occurrence or existence of the 
facts stated in it or within a reasonable time thereafter, and to 
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the question of whether or not the maker had an incentive to 
conceal or misrepresent facts. 

"(4) Where the original of a record is in the custody or 
control of the record holder, a coPy of the record or of an entry 
in the record shall be admissible ID evidence under this section, 
if it is first proved-

"(a) That the record is in the custody or control of the record 
holder; which proof may be given, either orally or 
by affidavit, by the record holder or by any of the 
record holder s officers or employees or by such 
other person as the Court thinks fit; and 

"(b) That the copy has been examined with the original 
record or entry, as the case may be, and is a correct 
copy; which proof shall be given, either orally or by 
affidavit, by some person who has examined the 
copy with the original record. 

"( 5) Where the original 01 a record is not in the custody or 
control of the record holder, but a copy (whether a 
counterpart, a carbon copy, or other copy) purporting to be a 
copy of the original record and ap?earing to have been made 
in the regular course of business is ID the custody or control of 
the record holder, that purported copy or a copy of it or of any 
entry in it shall be admissible in evidence under this section, if It 
is first proved-

"(a) That the original of the record is not in the custody or 
control of the record holder, and that the purported 
copy of the original record is in the custody or 
control of the record holder and in the belief of the 
witness or deponent, as the case may be, would 
have been made in the regular course of business at 
or about the same time as the original record would 
have been made; which proof may be given, either 
orally or by affidavit, by the record holder or by any 
of the record holder's officers or employees or by 
such other person as the Court thinks fit; and 

"(b) That, in the case of a copy of the purported copy of the 
original record or a copy of an entry in that 
purported copy, the copy has been examined with 
the purported copy or the entry in it, as the case 
may be, and is a correct copy; which proof shall be 
given, either orally or by affidavit, by some person 
who has examined the copy with the purported 
copy. 

"(6) An affidavit for the purposes of this section may be 
sworn before a person authorised to take affidavits. 
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"(7) The death of a person by whom an affidavit has been 
made for the purposes of this section shall not affect the 
admissibility of the affidavit. 

"(8) Where an affidavit sworn for the purposes of this section 
is filed in a Coun, the Coun may, of its own motion or on the 
application of the defendant in the proceedings, order that the 
deponent attend for cross-examinatton before the Coun at the 
hearing; and, unless the deponent attends accordingly, the 
deponent's affidavit is not to be admissible in evidence Wlder 
this section except where the Cowt in any special case 
otherwise orders. 

"(9) Where, in any specified proceedings, a record or copy of 
a record or entry in a record or in a copy of any record that is 
admissible in evidence Wlder this section is tendered in 
evidence, the Coun may require the production by a person of 
a record or copy of a record in the person's possession or Wlder 
the person's control that the Cowt considers is or may be 
relevant. 

"(10) In any specified proceedings, the following provisions 
of this subsection shall apply for tlie purposes of section 5 of 
the Evidence Amendment Act 1952 (which relates to proof of 
photographic copies of documents), namely: 

"(a) Every record holder is to be deemed to be an authorised 
person, whether or not the record holder is already 
an authorised person as defined in section 3 of that 
Act: 

"(b) Every record to which this section relates, and every 
copy purporting to be a copy of an original record 
that would have been admissible in evidence in 
accordance with subsection (5) if it were available 
for that purpose and proof had been given as 
provided in that subsection or, where applicable, in 
subsection (8), shall be deemed to be a document to 
which section 5 of the Evidence Amendment Act 
1952 applies. 

"( 11) Where, in any specified proceedings, the Commissioner 
intends to tender in evidence Wlder this section a record or 
copy of a record or entry in a record or in a copy of a record, 
the Commissioner shall give to the other party or parties, as the 
case may be, notice in writing of that intention not less than 7 
days before the hearing, specifying the record or copy or entry 
intended to be tendered in evidence. 

"( 12) Where a notice is given by the Commissioner Wlder 
subsection (11), the other party or parties, as the case may be, 
may at any time before the hearing apply to the Cowt for an 
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order that a record or copy or entry specified in the notice is 
not to be admitted in evidence upon the ground that it is or is 
likely to be false or fraudulent or that for any other reason it is 
inex~ent in the interests of justice that the record or copy or 
entry should be admitted, and if the Court is satisfied as to the 
grounds of the application it shall order accordingly. 

"(13) Subsections (9) and (10), and also subsection (8) where 
an affidavit has been filed, shall, with the necessary 
modifications, apply with respect to the hearing of an 
application under subsection (12) as if it were the hearing of the 
iriformation for the offence and as if the record or copy or 
entry had been tendered in evidence. 

"( 14) Nothing in this section affects the provisions of section 
5 of the Banking Act 1982, and that section shall apply to all 
specified proceedings. 

"(15) For the purposes of this section, where it appears to the 
Court that a record or a copy of a record is part of the records 
kept or held in relation to a business, the Court may infer that 
the record or copy and entries in the record or copy were made 
in the regular course of business by a person in carrying on that 
business. 

"(16) This section applies with respect to the following: 
"(a) All records and copies of records to which this section 

relates, whether the records or copies came into 
existence before or after the date of the passing of 
this Act: 

"(b) All proceedings for offences against any of the Inland 
Revenue Acts, or any fonner Inland Revenue Act 
which continues to apply by virtue of a provision of 
an Inland Revenue Act, and all proceedings in the 
course of which the Commissioner has the burden 
of proving any such offence commenced whether 
before or after the date of the passing of this Act 
(such proceedings collectively referred to in this 
section as 'specified proceedings'): 

"(c) All offences alleged to have been committed against any 
of the Inland Revenue Acts, or any fonner Inland 
Revenue Act which continues to apply by virtue of a 
provision of an Inland Revenue Act, whether before 
or after the date of the passing of this Act. 

"(17) This section does not apply in relation to offences 
against any of sections 143A (IXb), 143B (1)(b), 143c (1), 143D (1), 
143E (1), 143F(1), 143H (1), and 147 (1). 

"(18) In this section-
" 'Business' means-
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"(a) In respect of offences that do not relate to 
eST, a busmess, profession, trade, manufacture, 
occupation, or calling of any kind; and includes the 
actiVIties of a Department of State or of an 
organisation or society: 

"(b) In respect of offences that relate to eST, a 
taxable actiVIty as defined in section 6 of the Goods 
and Services Tax Act 1985: 

" 'Record' means-
"(a) A book of account or accounting record 

recording receipts, payments, sales, purchases, 
income, expenditure, or other financial or property 
transactions, dealings, or matters: 

"(b) A voucher, invoice, receipt, or other document 
or paper recording receipts, payments, sales, 
purchases, income, expenditure, or other financial or 
pro~ transactions, dealings, or matters, or 
verifying, explaining, or relating to any entry in any 
such book of account or accounting record: 

"(c) A wages book or wages record: 
" 'Record holder', in relation to a record or to a copy of a 

record, means-
"(a) The person carrying on the business in the 

regular course of which the record or the copy of the 
record was made: 

"(b) A person carrying on a business and having 
the custody or control of the record or of the copy of 
the record, being a record or copy that was made in 
the regular course of a business of which the first
mentioned business is wholly or in part the successor: 

"(c) A person carrying on a business and having the 
custody or control of the record or of the copy of the 
record, being a record or copy that was made in the 
regular course of that business by any predecessor of 
that person in carrying on that business or part of 
that business: 

"(d) A person having the custody or control of the 
record or of the copy of the record, being a record or 
coPY that was made in the regular course of a 
busmess that has terminated." 

44. R.ecovery of civil penalties-The principal Act is 
amended by inserting, after section 156, the followmg section: 
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"156A. (1) For all purposes relatin~ to the recovery of an 
unpaid civil penalty by the CommisslOner, the civil penalty is 
deemed to be a tax of the same type as the tax-

"(a) In respect of which the penalty is imposed; or 
"(b) In respect of which the tax return IS to be provided, 

where the penalty is a late filing penalty. 
"(2) A late filing penalty payable in respect of a reconciliation 

statement that is to be provided under regulation 3 of the 
Accident Rehabilitation and Compensation Insurance (Earnings 
Definition) Regulations 1992 (or any successor to that 
regulation) is deemed to be a tax in the nature of income tax 
for all purposes relating to the recovery of the penalty by the 
CommISsioner. 

"( 3) Without limiting subsection (1), a civil penalty is 
recoverable from a taxpayer-

"(a) At any time after it has become payable: 
"(b) Whether or not the taxpayer has been convicted of an 

offence under this Act or a former Act in relation to 
any act, omission, matter, or thing that gives rise to 
the liability to pay the civil penalty, or otherwise." 

45. Deduction of tax from ra~ents due to 
defaulters-( 1) Section 157 of the prinopal Act is amended by 
repe~g subsection (1), and substituting the following 
subsectton: 

"(1) Where any taxpayer has made default in the payment to 
the Commissioner of any income tax (or any part of any 
income tax) or any interest under Part VII payable by the 
taxpayer or any civil penalty (or any part of any civil penalty) 
incurred by the taxpayer, the Commissioner may from time to 
time by notice in writing require any person to-

"(a) Deduct or extract, in one sum, from any amount that is, 
or becomes, an amount payable in relation to the 
tax~yer such sum as is equal to the lesser of-

, (i) The amount that, according to the notice, is 
re<J.uired to be deducted or extracted: 

'(ii) The amount that, at the time at which the 
deduction or extraction is required to be made in 
compliance with the notice, is the amount payable 
in relation to the taxpayer: 

"(b) Subject to subsection (3), deduct or extract from time to 
time, by way of instalment, from any amount that 
is, or from time to time becomes, an amount 
payable in relation to the taxpayer such sum as is 
equal to the lesser of-
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"(i) The amount that, at the time at which the 
deduction or extraction is required to be made in 
compliance with the notice, is the amount required 
to be so deducted or extracted: 

"(ii) The amount that, at the time at which, 
according to the notice, the amount of the 
instalment is required to be deducted or extracted, 
is the amount payable,-

and require that person to pay to the Commissioner, within 
such time as is speCified in the notice, every sum so deducted or 
extracted, to the credit of,-

"(c) To the extent that that sum is in respect of or in relation 
to income tax (or any part of any income tax) 
payable on taxable income or any interest under 
Part VII, the taxpayer in relation to whom that 
taxable income anses: 

"(d) To the extent that that sum is in respect of or in relation 
to the whole or any part of a tax deduction or 
interest payable to the Commissioner or a civil 
penalty, an account maintained by the 
Commissioner in relation to that tax deduction or 
that interest or that civil penalty." 

(2) Section 157 (10) of the principal Act is amended by 
repealing the definition of "penalty". 

46. Application of Parts VII and IX to defaulters-The 
princi{>3l Act .is amended by inserting, after section 157, the 
followmg sectton: 

"157A. (1) A person, not being an employer, who-
"(a) Receives a notice requiring the person to deduct or 

extract an amount from payments to a taxpayer 
from the Commissioner under-

"(i) Section 157 of this Act; or 
"(ii) Section 43 of the Goods and Services Tax Act 

1985; or 
"(iii) Section 154 of the Child Support Act 1991; 

or 
"(iv) Section 46 of the Student Loan Scheme Act 

1992; or 
"(v) Another tax law specifvin& obligations in 

relation to withholdings or deducttons of tax that 
operates by incorporating, or by reference to, 
section 157 of this Act; ana 

"(b) Fails to comply with the Commissioner's notice,-
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is liable to prosecution for an offence under Part IX of this Act 
but is not Iiable-

"(c) To pay interest on the amount of unpaid tax under Part 
VII; or 

"(d) To pay a civil penalty under Part IX. 
"( 2) Subsection (1) ovenides all other provisions of this Act." 

47. Proceedi~ not affected by vacancy or change in 
office of Commissioner-Section 162 of the principal Act is 
amended by omitting the words "no proceedings on objection 
to an assessment of tax", and substituting the words "no 
proceedings objectin~ to or challenging an assessment of tax or 
other disputable deasion". 

48. R.ecovery of refund due to excess tax credits 
allowed-The principal Act is amended by inserting, after 
section 165, the following section: 

"165A. If the CommisSIoner is satisfied that a credit of tax 
('excess tax credit') allowed or credited under a tax law is in 
excess of the amount properly allowable or able to be credited 
under that tax law, the Commissioner may recover the excess 
tax credit from the person to whom the excess tax credit was 
allowed or credited under that tax law in the same manner, 
with any necessary modifications, as if the excess tax credit 
were income tax payable under the Income Tax Act 1994." 

49. R.ecovery of tax deductions from employers
Section 167 (4) of the principal Act is amended by omittIng the 
words "additional tax or any penal tax", and substituting the 
words "late payment penalty or any shortfall penalty". 

50. Unpaid tax deductions, etc., to constitute charge on 
employer's property-Section 169 (1) of the principal Act is 
amended by omitting the words "additional tax or penal tax", 
and substituting the words "late payment penalty or shortfall 
penalty". 

51. Unpaid resident withholding tax deductions 
constitute c~ on payer's property-Section 172 (1) of 
the principal Act IS amended by omitting the words "additional 
tax or penal tax", and substituting the words "late payment 
penalty or shortfall penalty". 

52. Power of Commissioner in respect of small 
amounts of refunds or tax payable-Section 174 of the 
principal Act is amended by adding the following subsection 
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{and cons~uentially numbering the existing section as 
subsection (1 )): 

"(2) Subsection (1) does not apply to any tax that is a civil 
penalty." 

53. Partial refunds of GST -The principal Act is amended 
by inserting, after section 1 74, the following section: 

"174A. (1) The Commissioner may refund overpaid GST that 
a person pays-

"(a) For a GST return period; or 
"(b) For more than one GST return period, if the return 

periods are the subject of one notice of proposed 
adjustment,-

even if other GST liabilities of the person in respect of the GST 
return period or periods remain the subject of a notice of 
proposed adjustment or an outstanding assessment or 
assessments. 

"(2) The Commissioner must not refund overpaid GST under 
subsection (1) unless-

"(a) The Commissioner considers there is no risk to the 
revenue in making the refund; and 

"(b) The person generally complies with all return and 
payment obligations under the Goods and Services 
Tax Act 1985; and 

"(c) The person is not in breach in any material respect of 
any of the taxpayer's other tax obligations; and 

"(d) After the refund is made, the person will have paid or be 
credited as having paid GST for the GST return 
period or periods in an amount at least equal to the 
GST that remains the subject of the notice of 
proposed adjustment or assessment or assessments 
referred to in subsection (1)." 

54. Small amounts of additional tax, etc., not to be 
charged-Section 1 7 5 of the principal Act is repealed. 

55. Discretion to grant relief from income tax or fri~ 
benefit tax in cases of financial hardship-Section 177 (4) 
of the princi~ Act is amended by inserting, after the words 
"objectton to " the words "and no right to cballenge". 

56. R.emission of underestimation penalty tax-{ 1) 
Section 178 (1) of the principal Act is amended-
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(a) By omitting the words "additional tax under section 144", 
and substituting the words "underestimation penalty 
tax under section 140A": 

(b) By repealing paragraph (c), and substituting the following 
para~ph: 

"(c) The adoption by the taxpayer of an incorrect 
tax position wruch is corrected before the taxpayer 
takes the taxpayer's tax position by providing a tax 
retwn for the income year; or": 

(c) By omitting the words "shall remit the additional tax or 
any appropriate part of the additional tax", and 
substituting the words "may remit the 
underestimation penalty tax". 

(2) Section 178 (2) of the principal Act is amended-
(a) By omitting the words "additional tax in respect of that 

income year under section 144", and substituting the 
words "underestimation penalty tax in respect of that 
income year under section 140A": 

(b) By omitting the words "shall remit the additional tax 
imposed in accordance with section 144, or such part 
of the additional tax", and substituting the words 
"may remit the underestimation penalty tax, or such 
part of the underestimation penalty tax". 

(3) Section 1 7 8 is further amended by repealing subsections 
(4) and (5), and substituting the following subsectton: 

"(5) Notwithstanding subsection (2), no underestimation 
penalty tax may be remitted if-

"(a) The timing of the derivation of income by the taxpayer; 
or 

"(b) The incurring of expenditure which is deductible by the 
taxpayer-

has been altered for the purpose, or for purposes including the 
purpose, of remission 01 a penalty." 

57. R.elief from additional tax or incremental tax
Section 1 79 of the principal Act is repealed. 

58. R.emissions and refunds of imputation penalty 
tax-(I) Section 180 (1) of the ~rincipal Act is amended by 
omitting the words "section 153', ana substituting the words 
"section 140B". 

(2) Section 180 (2) of the principal Act is amended by 
omitting the words "penalty by way of additional tax imposed 
under section 149 (I)", and substituting the words "late 
payment penalty imposed under section 139B". 
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(3) Section 180 (3) of the principal Act is amended by 
omitting the words "any Fty by way of additional tax 
imposed Wlder section 148 " and substituting the words "any 
late payment penalty imposed Wlder section 139B". 

59. Remissions and refunds of dividend withholding 
payment penalty tax-(I) Section 181 (I) of the princiJ?al Act 
IS amended by omitting the words "section 154, and 
substituting the words "section I 40c". 

(2) Section 181 (2) of the principal Act is amended by 
omitting the words "penalty by way of additional tax imposed 
Wlder section 152", and substttuting the words "late payment 
penalty imposed Wlder section 139B". 

(3) Section 181 (3) of the principal Act is amended by 
omitting the words "any Fty 6y way of additional tax 
imposed Wlder section 151 " and substituting the words "any 
late payment penalty imposed Wlder section 139B". 

60. Relief from additional tax incurred due to default 
in payment of tax-Section 182 of the principal Act is 
repealed. 

61. Obligation to pay tax on foreign investment 
income able to be suspended-(I) Section 183 (IXh) of the 
principal Act is amended by omitting the expression "section 
121", and substituting the expression "Part VII". 

(2) Section 183 (2) of the principal Act is amended by 
omitting the expression "section 139 (3)", and substituting the 
expressIon "sections 120s and 142". 

62. New sections inserted-The principal Act is amended 
by inserting, after section 183, the following sections: 

"183A. Remission for reasonable cause-(I) The 
Commissioner may remit a late filing penalty or a late payment 
penalty or any imputation ~nalty tax imposed Wlder section 
140B or any dividend Withholding payment penalty tax 
imposed under section 140c if-

"(a) The Commissioner is satisfied that the late filing or late 
payment was caused by an event or circumstance 
beyond the control of the taxpayer that provides the 
taxpayer with a reasonable justification or excuse 
for not providing the tax return or paying the tax on 
time; and 

"(b) The taxpayer pays the Wlpaid tax as soon as practicable. 
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"(2) Without limiting the Commissioner's discretion under 
subsection (1), an event or circumstance may include

"(a) An accident or a disaster; or 
"(b) IDness or emotional or mental distress. 
"( 3) An event or circumstance does not include-
"(a) An act or omission of an agent of a taxpayer, unless the 

Commissioner is satisfied that the act or omission 
was caused by an event or circumstance beyond the 
control of the agent- . 

"(i) That could not have been anticipated; and 
"(ii) The effect of which could not have been 

avoided by compliance with accepted standards of 
business organisation and professional conduct; or 

"(b) A taxpayer's financial position. 

"183B. Cancellation of late payment penalties under 
instalment arrangement-( 1) Tlie Commissioner may cancel 
a taxpayer's liability to pay-

"(a) 60% of an initial late payment penalty; or 
"(b) An incremental late payment penalty. 
"(2) The Commissioner may cancel a taxpayer's liability 

under subsection (1) only if-
"(a) The tax to pay in respect of which the taxpayer would 

otherwise have had the liability is-
"(i) Tax payable in 2 or more instahnents under 

an arrangement with the Commissioner; or 
"(ii) Tax in respect of which deductions are to be 

made and paid to the Commissioner under section 
157 of this Act or section 43 of the Goods and 
Services Tax Act 1985 or any other similar tax law; 
and 

"(b) The taxpayer complies with the taxpayer's obligations 
under the arrangement; and 

"(c) The liability would otherwise have arisen after
"(i) The arrangement was entered into; or 
"(ii) The Commissioner exercised powers 

available to the Commissioner under section 157 of 
this Act or section 43 of the Goods and Services Tax 
Act 1985 or any similar tax law. 

"183c. Cancellation of interest-(I) Subject to subsection 
(3), a taxpayer's liability to pay interest under Part vn is 
cancelled for the period from the date of the notice until the 
due date specified in the notice if-
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"(a) The Commissioner issues the taxpayer with a notice of 
assessment; and 

"(b) The tax assessed in the notice, together with any interest 
payable under Part VII in respect of the period 
before the date of the notice, is paid to the 
Commissioner by the due date for payment 
specified in the notice. 

"(2) Where a taxpayer challenges an assessment by 
commencing proceedings under Part VIllA, the taxpayer s 
liability to pay interest under Part VII on non-deferrable tax is 
cancelled for the period from the date of the notice until the 
due date specified in the notice if-

"(a) The Commissioner issues the taxpayer with a notice of 
assessment; and 

"(b) The non-deferrable tax in relation to the tax assessed in 
the notice, together with any interest payable under 
Part VII in res~ct of that non-deferrable tax, is paid 
to the COmmISsioner by the due date for payment 
specified in the notice. 

"(3) Where-
"(a) The Commissioner issues a notice of assessment to a 

taxpayer before the original due date for payment 
of the tax to which the assessment relates; and 

"(b) The tax assessed in the notice, together with any interest 
payable under Part VII in respect of the period 
before the date of the notice, is paid to the 
Commissioner on or before the 30th day after the 
date on which the notice of assessment is issued,-

the Commissioner shall cancel the taxpayer's liability to pay 
interest under Part VII for the period commencing on the day 
after the date on which the notice of assessment IS issued and 
ending with the day on which payment is made. 

"183D. Remission consistent with collection of highest 
net revenue over time-The Commissioner may remit

"(a) A late filing penalty; and 
"(b) A late payment penalty; and 
"(c) Interest under Part VII-

payable by a taxpayer if the Commissioner is satisfied that the 
remission is consistent with the Commissioner's duty to collect 
over time the highest net revenue that is practicable within the 
law. 

"183E. Remission of interest if unpaid tax remitted
The Commissioner shall remit interest if--
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"(a) An amount of tax payable by a taxpayer is remitted by 
the Commissioner under a tax law; and 

"(b) The taxpayer is liable for the interest under Part VII in 
respect of the remitted tax. 

"183F. Small amounts of penalties and interest not to 
be charged-(l) Notwithstanding anything in this Act,-

"(a) A taxpayer is not liable to pay a late payment penalty if 
the total amount of the tax which is due on a due 
date and which remains unpaid at the close of that 
due date is $100 or less: 

"(b) A taxpayer is not liable to pay interest under Part VII if 
the total amount of tax which is due on a due date 
and which remains unpaid at the close of that due 
date is $100 or less: 

"(c) The Commissioner is not liable to pay interest under Part 
VII on overpaid tax of $100 or less. 

"(2) An amount specified in subsection (1) may be varied 
from time to time by the Governor-General by Order in 
Council. 

"183G. R.efunds by Commissioner-If-
"(a) An amount of interest or a civil penalty payable by a 

taxpayer is remitted, or a liability to pay the amount 
is cancelled, by the Commissioner under a tax law; 
and 

"(b) The taxpayer has already paid the amount,
the Commissioner will-

"(c) Refund the amount to the taxpayer; or 
"(d) Apply the amount towards meeting another tax liability. 

"183H. R.emission or cancellation on written 
application-A taxpayer seeking the remission or 
cancellation of an amount, or of a liability to pay an amount, of 
interest or tax must-

"(a) Write to the Commissioner requestin~ that the amount 
of tax or interest liability be reIDltted or cancelled; 
and 

"(b) Produce such information as the Commissioner requires 
in relation to the request. 

"1831. Time when cancellation takes efTect-(l) Where a 
taxpayer's tax liability or obligation is cancelled under this Part, 
the cancellation is deemed to take effect at the time the tax 
liability or obligation arose. 
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"(2) Without limiting subsection (1), a taxpayer is never liable 
to pay interest or a civil penalty in respect of a tax liability or 
obligation that is cancelled." 

6S. Pa~ent out of Crown Bank Account-Section 185 
of the pnncipal Act is amended by repealing paragraphs (c) and 
(d), and substituting the following paragraph: 

"(c) By way of interest under this Act; or". 

64. Offences and penalties-Part XII of the principal Act 
is repealed. 

65. Regu1ations-income tax related-Section 225 (IXd) 
of the principal Act is amended by omitting the words 
"objection and appeal", and substituting the words "objection 
or challenge and rights of appeal". 

This Act is administered in the Inland Revenue Department. 


